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AMENDED IN COMMITTEE
- 5/10/18
FILE NO. 180363 ~ ORDINANCE NO.

| [San Francisco Finance Corporation Refunding Lease Revenue Bonds (lL:ibrary Projects)]

Ordinance approving the issuance and sale of refunding lease revenue bonds by the
City and County of San Francisco Finance Corporation (the “Corporation”) to refinance
lease revenue bonds previously iésued to finance varioﬁs projects under the Branch
Library Improvement Prdgram, as further described herein; approving the form of a
First Amendment to Facilities Lease by and between the Corporation}an‘d the City and
County of San Francisco (the “City”)vrelating to certain real property'described herein;
approving the form of a First Amendment to Master Leaée by and between the
Corporation and the City; approving the form of a Firsf Supplemental Trust Agreemeht
by and between the Corporation and a trustee (lncludmg certam indemnities contained
therein); approving the form of an Asmgnment Agreement by and between the
Corporation and a trustee; authorlzmg the sale of the refundmg Iease revenue bonds
by competitive or negotlated sale; approvmg the form of an Official Notice of Sale and
a Notice of Intention to Sell the refunding Iease revenue bonds; directing the-
publication of the Notice of Intention to Sell the refunding lease revenue bonds;
approving the form of a Purchase Contract and authorizing the appbintment of one or
more und'erWriters for the refunding lease revenue bonds; approving the form of an
Official Statement in preliminary and final form; approving the form of a Continuing
Disclosure Certificate; authorizing the payment of coéts of issuance; granting general
authority to City officials to take certain actions in connection with the refunding lease
revenue bondé; approving mod‘ifications to documents; aﬁd ratifying previous actions

taken in connection therewith. |

"NOTE: Unchanged Code text and uncodlfled text are in plain Arial font.
Additions to Codes are in smgle underlme zralzcs Times New Roman font.
Deletions to Codes are in .
Board amendment additions are in double-underlined Arial font.

Mayor Farrell )
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Board amendment deletions are in
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables. .

Be it ordained by the People of the City and County of San Francisco:

Section 1. Findings. The Board of Supervisors of the City and County of San

‘Francisco (the “Board”) hereby finds and declares as follows:

A. | On November 6, 2007 the voters of the City and County of San Francisco (the
“City”) approved Proposition 9-D, WhiCh extended the Library Preservation Fund (the “Fund”),
as codified in Section 16.109 of the City’s Charter (the “Charter”), and authorized the Board to
issue revenue bonds or other evidences of indebtedness, or to incur lease financing or other
obligations, payable from the Fund and any .avaiiabie funds pledged or appropriated by the
Board for such purpose, the proceeds of which are to be used for the purposes set forth in
Section 16.109(d) of the Charter; and,

B. The City and County of San Francisco Finance Corporation (the “Corporation”), .
a Califernia nonprofit public benefit corporation, has been formed among other purposes to
facilitate lease financings for the City; and,

C. By resolution adopted on October 2, 2008, the San Francisco deiio Library

Commission (the “Library Commission”) previously requested that the City, acting through the

Corporation, issue a series of lease revenue bonds and, with the approval of this Board and
the Mayor of the City, the Corporation has previously issued, in accordance with Chaiter
Section 16.109(d), its $34,265,000 principal amount of Lease Revenue Bonds, Series 2009A
(Branch Library irriprovement Program) (the “Series 2009A Bonds”) to finance the}acquisi’tion,
construction, reconstruction, rehabilitation and/or improvement of real property and/or facilities

operated by the San Francisco Public Library (the “Library”) for Library purposes and for the

Mayor Farrell
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purchase of equipment relating to such real property and/or facilities (the “2009 Project”); and
D. At the present time, $27,030,000 principal amount of such Series 2009A Bonds
remain outstanding and are subject to optional redemption in whole or in part on any date
commencing June 15, 2018, and such outstanding amount of such bonds are referred to in
this Ordinance és the “Refunded Bonds”; and ‘
CE By resolution adopted April 21, 2016 (the “Library Commission Resolution 2016-

017, the Library Commission has requested that the Board authorize the issuance of a series

. of refunding lease revenue bonds by the Corporation to redeem and refund the Refunded

Bonds and to refinance the 2009 Project; and,

F. In order to refinance the costs of the 2009 Project, the Board now desires to
authorize the issuance and sale of reéfunding lease revenue bonds (the “Bonds”) by the
Corporation pursuant to Section 16.10'9 of the Charter and in accordarice with‘Section
9.108(2) of the Chartér, which refunding Bonds are expected to result in net debt service
savings to the Corporation and to the City on a present value basis of at least 3% of the par
value of the Refunded Bonds on a net present value basis, using the True Interest Cost (or
“TIC,” as defined in the Debt Palicy of the City (the “Debt Policy”) of the Bonds as the discount
rate; and, |

G. The Board has selected certain City-owned facilities and proper’cy(ies) under the
jurisdiction of the Library (as set forth and further described in Section 4, below, the
“Property”) for purposes of leasing in connection With the issuance and sale of the Bonds;
and,

H. Pursuant to a First Amendment to Facilities Lease betWeen the City and the
Corporation (the “First Amendment to Facilities Lease” and, together with the Facilities Lease,
dated as of March 1, 2009, by andbetween the City as lessor and the Corporation as lessee

(the form of which having been previously approved by ordinance of this Board), the “Facilities

Mayor Farrell
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Lease”), the City shall lease certain City-owned facilities and property (as further described in
Section 4, below, the “Facilities”) to the Corporation, and the Cofpo.ration shall make an
advance rental payment to the City from the proceeds of the Bonds; and,

L. Pursuant to a First Supplemental Trust Agreemént between the Corporation and

U.S. Bank National Association, as Trustee (together with Master Trust Agreement, dated as

of March 1, 2009, by and between the Corporation and U.S. Bank National Association as

successor Trustee (the form of which havihg’ been previously approved by ordinance of this
Board), the “Trust Agreemént”), the Corporation shall issue the Bonds and use a portion of the

proceeds thereof to make an advance rental payment to the City under the Facilities Lease,

‘which the City will in turn use to prepay its payment obligations under the Original Master

Lease (defined below); and,

J. Pursuant to a First Amendment to Master Lease betwéen the Corporation and
the City (the “First Amendment to Lease” and, together with the Master Lease, dated as of
March 1, 2009 (the "Original Master Lease”), by and between the City as lessee and the
Corporation as lessor (the form of which having been previously approved by ordinance of this
Board), the “Lease”), the Co_rporafion shall lease back the Facilities to the City, and the City
shall make certain periodic rental payments to the Corporation; and,

K. Pursuant to an Assxgnment Agreement (the “Assignment Agreement”), between

~the Corporation and the Trustee, the Corpora‘uon shall assign to the Trustee its right to

receive such penodxc rental payments in order to provide funds to repay the Bonds; and,

- L. In connection with the sale of the Bonds, the City will enter into a Continuing
Disclosure Certificate (the “Continuing Disclosure Certificate”) and certain other related
agreements; and,

M. Aé de‘legated to the Director of Public anance herein, the sale of the Bonds will

be conducted either by negotiated sale pursuant to a Purchase Contract by and among the

Mayor Farrell
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Corporation, the City and one or more underwriters (the “Purchase Contract”), or by
competitive sale in accordance with the terms of an Official Notice of Sale (the “Official Notice
of Sale”), in which case the competitive sale will be publicized by means of a Notice of
Intention to Sell Bonds (the “Notice of Intention”). |

Section 2.  Recitals. All of the recitals herein are true and correct.

Section 3. Approval of the Bonds. The Board hereby approves the issuance and

sale of the Bonos« by the C.orporation in accordance with the Trust Agreement and the

‘redemption and refunding of the Refunded Bonds, subject to the provisions of Section 18 of

this Ordinance. The Bonds shall be comprised of, and designated as, the “City and County of

San Francisco Finance Corporatioh Refunding Lease Revenue Bonds, Series 2018B (Branch
Library Irrtprovement Program)” or such other designation as determi.ned by the Director of
Public Finance of the City or her designee (together with the Director of Publio Finance of the
City, the “Director of Public Finance”). The Director of Public Finance is hereby authorized to'
approve the sale date, the manner of sale, the maturity dates, the redernptioh provisions and
all other terms of the Bonds, subjeot to the following addltronal limitations: the Bonds shall be
in an aggregate principal amount not to exceed $26, 530 000 and shall bear mterest at a rate

not to exceed twelve percent (12%) per annum.

Section 4.  Asset Transfer; Description of Prooertv. The execution of the Bonds and
lease financing hereby approved may involvé the lease and leaseback by the City of all or any
portion of the Main Library, 100 Larkin Street, San Francisco, California, and any other real

property of the City to be used for library purposes.

Section 5. Aporoval of the Form of First Arﬁendment to Facilities Lease. The form of
the First Amendment to Facilities Lease, as presented to this Board, a copy of which is on file

with the Clerk of the Board, is hereby aoproved. The Mayor of the City, or his designee

| (together with the Mayor of the City, the “Mayor”), is hereby authorized to execute the First

Mayor Farrell .
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Amendment to Facilities Lease, and the Clerk of the Board is hereby authorized to attest to

“such execution of the First Amendment to FaCIlltles Lease, with such changes, addltrons

modifications or deletions as the Mayor may make or approve in accordance with Section 18
hereof.

Section 6.  Approval of the Form of First Amendment to Lease. The form of the First

Amendment to Lease as presented to this Board, a copy of which is on file with the Clerk of
the Board, is hereby approved The Mayor is hereby authorized to execute the Flrst
Amendment to Lease, and the Clerk of the Board is hereby authorized to attest to such
execution of the First Amendment to Lease, with such Changes, additions, modifications or
deletions as the Mayor may make or approve in accordance with Section 18 hereof, provided
hower/er, that the maximum base rental in connection with the Bonds scheduled to be paid
under the Lease in any fiscal year shall not exceed $26,530,000 and the term of the Lease
shall not be longer than 36 years, except as suoh date may be extended by future ordinance.

Section 7.  Approval of the Form of First Supplemental Trust Agreement. The form of |

the First Supplemental Trust Agreement, as presented to this Board, a copy of which is on file
with the Clerk of the Board, is hereby approved. The Mayor is hereby authorized to execute
the First Supplemental Trust Agreement, and the Clerk of the Board is hereby authorized to |

atte'st to such execution of the First Supplemental Trust Agreement,‘with such changes,

, additions, modifications or deletions as the Mayor may make or approve in accordance with

Section 18 hereof.

- Section 8.  Approval of the form of Assignment Agreement. The form of the

Assignment Agreement, as presented to this Board, a copy of which is on file with the Clerk of
the Board, is hereby approved. The Mayor is hereby authorized to execute the Assignment
Agreement, and the Clerk of the Board is hereby authorized to attest to such execution of the

Assignment Agreement, with such changes, additions, modiﬁcations or deletions as the Mayor

Mayor Farrell
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may make or approve in accordance with Section 18 hereof.

- Section 9.  Sale of Bonds bv Compe’utlve or Neqotlated Sale. The Board authorizes

| the sale of the Bonds by solicitation of competitive bldS or by negotiated sale to one or more

underwriters to be appointed in accordance with City policies, if so determined by the Director

of Public Finance.

Section 10 Approval of the Form of Official Notice of Sale: Autheriiation for

Competitive Sale; Authorization to Award Bonds. The form of the Official Notice of Sale, as

presented to this Board, a copy of which is on file with the Clerk of the Boafd, is hereby
approved. The Director of Public Finaﬁce is hereby authorized to approve the distribution of
the Official Notice of Sale, wit‘h such changes,' additions, modifications or deletions as the
Director of Public Finance may approve upon consultation with the City Attorney; such
approval to be eonclusively evidenced by the distribution of the Official Notice of Sale to
potential purchasers of the Bonds. The Director of Public Finance is hereby authorized to sell
the Bonds by competitive sale if the Director of Public Finance determines that such manner
of sale is in the best interest of the City, such de{ermination to be conclusively evidenced by
the receipt of bids and the award of the Bonds in accordance with the Official Notice of Sale. If

the Director of Public Finance determines to sell the Bonds by competitive sale, the Director of

Public Finance; on behalf of the Controller, is hereby authorized and directed to receive bids

for the purchase of the Bonds, and the President of the Corporation or the Chief Financial

Officer of the Corporation is each hereby authorized to award the Bonds in accordance with .

the procedures described in the Official Notice of Sale; provided, that the Bonds shall be

» issued and sold only if the Director of Public Finance determines that the sale of the Bonds

Complles with the debt service savings requirement of the City’s Debt Policy, such |
determlnation to be conclusively evidenced by the award of the Bonds to the purchaser '

thereof in accordance with the terms and conditions set forth in the Official Notice of Sale.

Mayor Farrell _ . co
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Section 11. Approval of the Form of Notice of Intention to Sell the Bonds. The form of

the Notice of Intention, as presented to this Board, a copy of which is on file with the Clerk of
the Board, is hereby approved. The Directdr of Public Finance is hereby authorized to
approve the publication of the Notice of Intention fo Sell, with such changes, additions,
mo_diﬁcations or deletions as the Di.rector of Public Finance may approve upon consultation
with the City Attorney; such approval to be conclusively evidenced by the publication of the

Notice of Intention to Sell.

Section 12. Official Statement. The form of Preliminary Official Statement related to
the Bonds is hereby approved with such changes, additions, amendments or modifications
made in accordance with Section 13 hereof. The Director of Public Finance is hereby
authorized to approve the distribution of the preliminary Official Statement in substantially said
form, witH such~cha.nges, additions, modifications or deletions as the Director of Public
Finance may approve upon consultation with the City Attorney and Disclosure Counsel to the
City; such approval to be conclusively evidenced by the distribution of the preliminary Official
Statement to potential bidders for or purchasers of the Bonds. The Controller is hereby
authorized to cause the distribution of the Revised Preliminary Official Statement in
connection with the Bonds, deemed final for purposes of Rule 15¢2-12 of the Securities and
Exchange Act of 1934, as amended, and to sign a certiﬁcate‘to that effect. The Controlleris

hereby further authorized and directed to prepare and sign a final Official Statement for the

- Bonds. The Co-Municipal Advisors to the City, under the direction of the Director of Public

Finance, are hereby authorized and directed to cause to be printed and mailed, or distributed
electronically, to prospectivé bidders or purchasers, as appropriate, for the Bonds, copies of

the Preliminary Official Statement and the final Official Statement relating to the BondsT

Sectioﬁ 13. Modifications to Preliminary Official Statement. The Controller is further

authorized, in consultation with the City Attorney, to approve and make such changes,

Mayor Farrell
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additions., amendments or modiﬁcations to the Preliminary Official Statement or the final

Official Statement described in Section 12 as may be necessary or advisable. The approval

. of any change, addition, amendment or modification to the Revised Preliminary Official

Statement or the final Official Statement snali'be evidenced conclusively by the distribution of
the preliminary Official Statement to potential bidders for or purChasers of the Bonds and the

execution and delivery of the final Official Statement. -

Section 14 .Authorization for'Neqotiated Sale; Authorization to Select Underwriters;

Approval of the Form of Purchase Contract. The Director'of Public Finance is hereby

authorlzed to sell the Bonds by negotlated sale pursuant to a purchase contract, if the Dlrector

of Public Frnance determines that such manner of sale is in the best interest of the City, such
determlnatron to be conclusively evidenced by the execution and delivery of a purchase |

contract for the Bonds. The Director of Public Finance is hereby authorized and directed to

-appoint one or more investment banking firns to act as underwriters of the Bonds in

accordance with City policies and procedures, including, but not limited to, the City’s policy to
provide locally disadvantaged minority business enterprises and women enterprises an equal '
opportunity to participate in the performan'ce of all City contracts. The form of the Purchase
Contract, among the City, the Corporation and one or more underwriters selected by the -
Director of Publi‘c.Finance, as presented to this Board, a copy of which is on file with the Clerk
of the Board, is hereby approved. If the Director of Public Finance determines to sell the
Bonds by negotiated sale, the Director of Public Finance is hereoy authorized to execute the
Purchase Contract, with such changes, additions, modifications or deletions as the Director of

Public Finance may approve upon consultation with the City Attorney, such approval to be

: conclusively evidenced by the execution and delivery of the Purcnase Contract.

Section 15. Approval of the Form of Continuing Disclosure Certificate. The form of the

Continuing Disclosure Certificate of the City, as presented to this Board, a copy of which is on

Mayor Farrell
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file with the Clerk of the Board, is hereby approved. The Controller is hereby authorized to
execute the Continuing Disclosure Certificate, with such changes, addi;tions, modifications or
deletions as the Controller may approve upon consultation with the City Attorney; such |
approval to be conclusively evidenced by the execution and delivery of the Continuing

Disclosure Certificate.

Section 16. Payment of Cost of Issuance. The Board hereby authorizes the
expenditure of a portion of the proceeds of the Bonds for the payment of certain costs of
issuance incurred in connection with the issuance and sale of the Bonds.

~ Section 17. General Authority. The Mayor, the City Attoméy, the Controller, the

Director of Public Finance, the City Librarian, the Director of Real Estate, the Clerk of the
Board and other officers of the City and their duly authorized deputies and agents are hereby
authonzed and directed, Jomtly and severally, to take such actions and to execute and deliver
such certificates, agreements, requests or other documents, as they may deem necessary or
desirable to facilitate the issuance, sale and delivefy of the Bonds, to obtain title and other
insurance with respect to the Facilities, and 'otherWise to carry out the provisions of this
Ordinance. |

~Section 18. Modifications, Changes and Add-itions. The Mayor is hereby_aufhoﬁ_zed to

approve and make such modifications, changes, additions or deletibns to the Facilities Lease
or the Leése'or to any of the documents approved herein, upon consultation with the City ‘
Attorney, as may be necessary or d‘esirable in the interests of the City, and which changes do
not materially increase}the obligations of fhe City thereunder. The Mayor's approval of such
modifications, changes, additions or deletions shall be conclusively evidencea by the
execution and delivery by the Mayor and the Clerk of the Board of the First Amendment.to
Facilities Lease, the First Amendment to Leasé, the First Supplemental Trust. Agreement or

any of the documents approved herein. Any such actions are solely intended to further the

;
e

Mayor Farrell .
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purposes of this Ordinance and are subject in all respects to the terms of this Ordinance. No

such actions shall increase the risk to the City or réquire the City to spend any resources not

otherwise granted herein. Final versions of any such documents shall be provided to the Clerk

of the Board fpr inclusion in the official file within 30 days (or as soon thereafter as final
documents are available) of execution by all parties.’

~ Section 19. Ratification of Prior Actions. All actions authorized and directed by this

Ordinance and heretofore taken are hereby ratified, approved and confirmed by this Board.
Section 20.  File Documents. All documents referred to as on file with the Clerk of the

Board are in File No. [ 1A03(,3].
Section 21. Immediate Effect. Pursuant to Section 2.105 of the Charter, this

‘Ordinance shall take effect immediately following the date of passage.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By: (Mu RISVNCN Qm
Kenneth David Roux
Deputy City Attorney
n:\financ\as2018\1800486\01266633.docx

' Mayor Farrell
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FILE NO. 180363

LEGISLATIVE DIGEST

7

[San Francisco Finance Corporation Refunding Lease Revenue Bonds (Library Projects)]

Ordinance approving the issuance and sale of refunding lease revenue bonds by the City
and County of San Francisco Finance Corporation (the “Corporation”) to refinance lease
revenue bonds previously issued to finance various projects under the Branch Library
Improvement Program, as further described herein; approving the form of a First
Amendment to Facilities Lease by and between the Corporation and the City and County
of San Francisco (the “City”) relating to certain real property described herein; approving
the form of a First Amendment to Master Lease by and between the Corporation and the
City; approving the form of a First Supplemental Trust Agreement by and between the
Corporation and a trustee (including certain indemnities contained therein); approving
the form of an Assignment Agreement by and between the Corporation and a trustee;
authorizing the sale of the refunding lease revenue bonds by competitive or negotiated
sale; approving the form of an Official Notice of Sale and a Notice of Intention to Sell the
refunding lease revenue bonds; directing the publication of the Notice of Intention to Sell
the refunding lease revenue bonds; approving the form of a Purchase Contract and
authorizing the appointment of one or more underwriters for the refunding lease revenue
bonds; approving the form of an Official Statement in preliminary and final form;
approving the form of a Continuing Disclosure Certificate; authorizing the payment of
costs of issuance; granting general authority to City officials to take certain actions in
connection with the refunding lease revenue bonds, as defined herein; approving
modifications to documents; and ratifying previous actions taken in connection

therewith, as defined herein. '

Existing Law

This is new legislation.

Amendménts to Current Law

Not applicable.

Background Information

Ordinance approving the issuance and sale of refunding lease revenue bonds by the City and
County of San Francisco Finance Corporation (the “Corporation”) to refinance lease revenue
bonds previously issued to finance various projects under the Branch Library Improvement
Program. In 2007, the voters of the City approved Proposition D, which extended the Library
Preservation Fund, as codified in Section 16.109 of the City Charter, and authorized the
Board to issue revenue bonds or other evidences of indebtedness, or to incur lease financing
or other obligations, payable from any available funds pledged or appropriated by the Board
for such purpose, the proceeds of which are to be used for the purposes set forth in Section

BOARD OF RVISORS 1
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FILE NO. 180363

16.109(d). The City, acting through the Corporation, issued and sold in 2009 $34,265,000
principal amount of Lease Revenue Bonds, Series 2009A (Branch Library Improvement
Program) to finance the acquisition, construction, reconstruction, rehabilitation and/or
improvement of real property and/or facilities operated by the San Francisco Public Library
(the “Library”) for Library purposes and for the purchase of equipment relating to such real
property and/or facilities (the “2009 Project”). At the present time, $27,030,000 principal
amount of such Series 2009A Bonds remain outstanding and are subject to optional
redemption in whole or in part on any date commencing June 15, 2018. In order to refinance
the costs of the 2009 Project, this Ordinance authorizes the issuance and sale of refunding
lease revenue bonds (the “Bonds”) by the Corporation pursuant to Section 16.109 of the
Charter and in accordance with Section 9.108(2) of the Charter. The Ordinance also
describes certain City-owned facilities and property(ies) under the jurisdiction of the Library for
purposes of leasing in connection with the issuance and sale of the Bonds.

_n:Mfinanc\as2018\1800486\01266870.docx
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BUDGET AND FINANCE SUB-COMMITTEE MEETING _ ' May 10,2018

Items 6 and 7 , Department:
Files 18-0362 and-18-0363 Office of Public Finance (OPF)

Legislative Objectives

e File 18-0362: The proposed ordinance authorizes the issuance and sale of refunding lease
revenue bonds by the San Francisco Finance Corporation (Corporation) payable from the
Open Space Fund in an amount not—tq—exceed $41,320,000.

o File 18-0363: The proposed ordinance authorizes the issuance and sale of refunding lease
revenue bonds by the San Francisco Finance Corporation {Corporation) to refinance lease
revenue bonds previously issued to finance various projects under the Branch Library
Improvement Program in an amount not-to-exceed $26,530,000. -

Key Points

o City voters approved Proposition C in March 2000 to extend the Park, Recreation and
Open Space Fund (Open Space Fund) and property tax set aside for 30 years. Proposition
C also authorized the issuance of revenue bonds secured by the Open Space Fund.

e City voters approved Proposition D in November 2007 to renew the Libl*ary Preservation

Fund and the property tax set aside for 15 years. The monies in the Library Fund are used

. by the Public Library to provide library services and materials and to operate library

facilities. Proposition D also authorized the issuance of revenue bonds for the acquisition,

construction, reconstruction, rehabilitation and/or improvement of Library property,
primarily to provide revenue to the Branch Library Improvement Program (BLIP) projects.

Fiscal Impact

e Open Space Fund (File 18-0362): The Office of Public Finance anticipates issuing
$40,510,000 in Refunding Bonds that together with other sources would refund
$15,805,000 of outstanding 2006 Bonds and $528,135,000 of outstanding 2007 Bonds.
Based on current market conditions, the Refunding Bonds are estimated to result in
aggregate savings to the City of about $3,442,716. The Office of Public Finance estimates
the net present value of the-debt service savings to be approximately $1,876,142 or 4.6
percent of the outstanding par amount of the 2006 Bonds and 2007 Bonds to be
refunded, which meets the City's debt policy objective of at least 3 percent savings.

e Branch Library Improvement Program (File 18-0363): The Office of Public Finance
anticipates issuing $26,005,000 in Refunding Bonds that together with other sources
would - refund $25,975,000 of outstanding 2009A Bonds. Based on current market
conditions, the refunding transaction is estimated to result in aggregate savings to the City
of about $6,035,892 on a gross basis. The Office of Public Finance estimates the net
present value of the debt service savings to be approximately $4,286,401 or 16.5 percent
of the outstanding par amount of the 2009A Bonds to be refunded, which meets the City's
debt policy objective of at least 3 percent savings.

Recommendation

e Approve the proposed ordinances.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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.BUDGET AND FINANCE SUB-COMMITTEE MEETING ' May 10, 2018

MANDATE STATEMENT

In order to refinance outstanding Series 2006 and Series 2007 Lease Revenue Bonds (Open
Space Fund), the Board can authorize the issuance and sale of refunding lease revenue bonds
(the “Bonds”) by the City and County of San Francisco Finance Corporation (Corporafcjon)1
pursuant to Section 16.107 of the Charter and in accordance with Section 9.108(2) of the
Charter. :

In order to refinance outstanding Series 2009A lease Revenue Bonds (Branch Library
Improvement Program), the Board can authorize the issuance and sale of refunding lease
revenue bonds (the “Bonds”) by the Corporation pursuant to Section 16.109 of the Charter and
in accordance with Section 9.108(2) of the Charter. - '

‘These refunding bonds are expected to result in net debt service savings to the Corporation and
to the City on a present value basis of at least 3 percent of the par value of the Refunded Bonds
on a net present value basis, using the True Interest Cost (or “TIC,” as defined in the Debt Policy
of the City (the “Debt Policy”) of the Bonds as the discount rate).

BACKGROUND

Open Space Fund (File 18-0362)

On March 7, 2000 voters in the City approved Proposition C which extended the Park,
Recreation and Open Space Fund (Open Space Fund) and property tax set aside for 30 years.
Proposition C also authorized the ‘issuance of revenue bonds and the incurrence of other
obligations secured by the Open Space Fund. In 2006, the Finance Corporation entered into
lease arrangements obligating the City to make base rental payments (and certain other
payments) payable from the Open Space Fund to the Corporation, and the Corporation issued
the first series of revenue bonds (2006 Bonds) under this authorjty‘and a trust agreement in an
aggregate principal amount of $27,005,000, pursuant to Resolution No. 565-06 and Ordinance
No. 249-04. The base rental payments to the Corporation, appropriated and paid by the City
out of the Open Space Fund, provide the Corporation with sufficient funds to pay debt service
on the 2006 Bonds. In 2007, the Corporation issued the second series of revenue bonds (2007
Bonds) under this authority and the amended trust agreement in an aggregate principal
amount of $42,435,000, pursuant to Ordinance No. 199-07. The amendments to the leases
increased the amount of the City's base rental payments to provide the Corporation with
sufficient funds to pay debt service on the 2007 Bonds (and the 2006 Bonds).

The 2006 Bonds and 2007 Bonds were previously issued to finance the design, construction,
renovation and installation of various Park projects, including:

! The Corporation is a non-profit public benefit corporation duly organized and validly existing under the Nonprofit
Public Benefit Corporation Law (Section 5110 et seq. of the California Corporations Code). The Corporation was
formed in 1991 by the Chief Administrative Officer of the City and County of San Francisco pursuant to a resolution
of the Board of Supervisors. The purpose of the Corporation is to provide a means to finance through lease
financings. the acquisition, construction and installation of facilities, equipment and other tangible real and
personal property for the City’s general governmental purposes.

SAN FRANCISCO BOARD OF SUPERVISORS , BUDGET AND LEGISLATIVE ANALYST
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¢ Buena Vista Park

e Lincoln Playground

e Chinese Recreation Center

¢ Midtown Terrace Playground

e Hamilton Playground Recreation Center and Pool
s Moscone Recreation Center

¢ Potrero Hill Playground

e Junipero Serra Playground and Clubhouse

e St Mary’s Recreation Center Playground

e Kelloch-Velasco Park

¢ Fields Initiative- Phase Ii

¢ lake Merced

¢ larsen Park Sava Pool

¢ Franklin Square Playground Renovation

e Lincoln Park Assessment and Master Plan

The 2006 Bonds and 2007 Bonds are currently refundable, and market conditions provide for
savings with the issuance and sale of City and County of San Francisco Finance Corporation
Refunding Lease Revenue Bonds (Open Space Fund), Series 2018A (Refunding Bonds). The
ordinance imposes, among others, the following terms and conditions:

e Refunding Bonds must achieve 3 percent net present value savings;
e true interest cost of the Refunding Bonds must not exceed 12 percent;
¢ term of any lease agreement shall not be extended beyond its current term.

Branch Library Improvément Program (File 18-0363)

On November 6, 2007 voters in the City approved Proposition D "Renewing Library Preservation
Fund" which amended the City Charter and renewed the property tax set-aside and the Library
Preservation Fund (Library Fund) for 15 years. First enacted in 1994, the Library Fund receives
an annual set aside from the property tax levy of $0.025 per $100 of assessed valuation of
property in the City and a Baseline amount. The monies in the Library Fund are used by the
Public Library to provide library services and materials and to operate library facilities.
Proposition D also authorized the issuance of revenue bonds or other forms of indebtedness, or
. the incurrence of lease financing or other obligations, for the acquisition, construction,
reconstruction, rehabilitation and/or improvement of real property and/or facilities that will be
operéted by the Public Library, primarily to provide additional revenue sources to the Branch
Library Improvement Program (BLIP) projects. Any debt issued pursuant to Proposition D is
repaid from available funds pledged or appropriated by the Board of Supervnsors which
amounts may mclude monies in the Library Fund.

In 2009, the City and the Corporation entered into lease arrangements obligating the City to
make base rental payments (and certain other payments) to the Corporation, and the
Corporation issued a series of revenue bonds (2009A Bonds) under this authority and a trust

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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agreement in an aggregate principal amount of $34,265,00Q, pursuant to Ordinance No. 286-08
and Resolution No. 538-08. The base rental payments to the Corporation, appropriated and
paid by the City; provide the Corporation with sufficient funds to pay debt service on the 2009A
Bonds. ‘

The 2009A Bonds were issued to finance the design, construction, renovation and installation of
various BLIP projects, including: :

e . Anza Branch Library

e Bayview/Anna E. Waden Branch Library
s Golden Gate Valley Branch Library

o Merced Branch Library

¢ North Beach Branch Library

e Ortega Branch Library -

The 2009A Bonds are currently refundable, and market conditions provide for savings with the
issuance and sale of City and County of San Francisco Finance Corporation Refunding Lease
Revenue Bonds (BLIP Refunding Bonds). The ordinance imposes, among others, the following
terms and conditions:

o the Refunding Bonds must achieve 3 percent net present value savings;
s the true interest cost of the Refunding Bonds must not exceed 12 percent;
e the term of any lease agreement shall not be extended beyond its current term.

DETAILS OF PROPOSED LEGISLATION

File_18-0362: The proposed ordinance authorizes the ‘issuance and sale of refunding lease
revenue bonds by the City and County of San Francisco Finance Corporation (Corporatlon)
payable from the Open Space Fund in an amount not-to-exceed $41,320,000.

File 18-0363: The proposed ordinance authorizes the issuance and sale of refunding lease
revenue bonds by the City and County of San Francisco Finance Corporation (Corporation) to
refinance lease revenue bonds previously issued to finance various projects under the Branch
Library Improvement Program in an amount not-to-exceed $26,530,000.

- SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Open Space Fund (File 18-0362)

Under the proposed ordinance, the City will structure the Refunding Bonds using a lease-lease
-back structure? between the City and the Corporation pursuant to the existing Site Lease,
Master Lease and Trust Agreement, as amer)ded. Pursuant to an Assignment Agreement, the
Corporation will assign its right to the third-party trustee (Trustee) under the amended Trust
‘Agreement, for the benefit of the owners of the Refunding Bonds, substantially all of the
Corporation's rights under the amended Master Lease, including the right to receive and collect
the base rental payments from the City under such Master Lease (and such rights as may be
necessary to enforce payment of the base rental payments).

Site Lease and Master Lease: Pursuant to the Site Lease, the City leases a City-owned property
to the Corporation. Pursuant to the Master Lease, the City leases back the leased property from
the Corporation. The City makes annual base rental payments to the third-party Trustee, as the
Corporation's assignee under the Assignment Agreement in amounts required to repay the
Refunding Bonds. When the Refunding Bonds are finally paid, the Site Lease and the Master
Lease terminate (assuming no other lease revenue bonds have been issued for park purposes
under these Lease Agreements and the Trust Agreement). The Open Space Fund is the source
of funding for the repayment of the Refunding Bonds.

Trust Agreement: Pursuant to the Trust Agreement and the Assignment Agreement between
the Corporation and a Trustee acting on behalf of and for the benefit of Refunding Bond’
holders, the Trustee administers and disburses bond payments and enforces the covenants and
remedies in the event of a.default. The Trust Agreement provides for the terms of the
Refunding Bonds, prepayment provisions, events of default remedies in the event of default,
"and other related administrative provisions. The Trustee holds proceeds derived from the sale
of the Refunding Bonds and disburses the proceeds, as directed by authorized City
representatives, including for the refunding of the 2006 Bonds and the 2007 Bonds. The
ordinance delegates selection of the Trustee to the Director of Public Finance.

The Trust Agreement requires that the base rental payments be deposited semi-annually in the
base rental fund maintained by the Trustee. The Trustee will apply such amounts as is
necessary to make debt service (i.e., semi-annual interest and annual principal or sinking fund)
payments with respect to the Refunding Bonds.

% The lease-lease back structure is based upon the power of the City to lease assets. It is viewed as a year over year
obligation, to be budgeted each year and payable from the general revenues of the City. It is not considered a-
“debt” for state constitutional law purposes, and so therefore does not require a.vote of the electorate. Under a
lease-financing structure, the public entity leases certain land (which may be improved) to the nonprofit
corporation pursuant to a “site lease” or “property lease,” for a nominal rent, and the nonprofit corporation issuer
“leases back” that property to the city pursuant to a sublease (often called a “master lease” or a “project lease”)
and agrees under that sublease to issue lease revenue bonds, the net proceeds of which are to be used for capital
improvements or the purchase of other land or equipment for the use and benefit of the city. The lease revenue
bonds are payable solely from rental payments appropriated and paid by the city to the nonprofit corporation in
an amount equal to the debt service on the lease revenue bonds; which rental amounts must also represent the
“fair rental value” of the property subject to.the site lease and sublease.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The Leased Property: According to the Office of Public Finance, one or more of the following
City-owned properties under the jurisdiction of the San Francisco Recreation and Parks
Department may serve as the leased assets for the transaction: the Betty Ann Ong Chinese
Recreation Center (1199 Mason Street), the Sunset Recreation Center (2201 Lawton Street),
Palega Recreational Center (500 Felton Street), Minnie and Love Ward Recreational Center (650
Capital Avenue), and potentially other Recreation and Parks Department properties.

Assignment Agreement: An agréement that assigns specified ﬁghts (including the Corporation's
right to receive lease revenues) as well as title and interest to the Leased Assets until the
Refunding Bonds are repaid in full.

Under the Lease, the City has covenanted to include all Base Rental Payments, in an amount
sufficient to pay debt service on the Bonds, in its annual budget by making the necessary
appropriations from the net open space fund property tax revenues.

" Branch Library Improvement Program (File 18-0363)

Under the proposed ordinance, the City will structure the Refunding Bonds using a lease-lease
back structure between the City and the Corporation pursuant to the existing Facilities Lease,
Master Lease, and Trust Agreement, each as amended. Pursuant to an Assignment Agreement,
the Corporation will assign its right to the third-party trustee (Trustee) under the amended
Trust Agreement, for the benefit of the owners of the Refunding Bonds, substantially all of the
Corporation’s rights under the amended Master Lease, including the right to receive and collect
~ the base rental payments from the City under such Master Lease (and such rights as may be
necessary to enforce payment of the base rental payments).

Facilities Lease and Master Lease: Pursuant to the Facilities Lease, the City leases a City-owned
property (or portion thereof comprising certain facilities, such as specific floors of the City’s
Main Library building) to the Corporation. Pursuant to the Master Lease, the City leases back
the leased property from the Corporation. The City makes annual base rental payments to the
Trustee, as the Corporation’s assignee under the Assignment Agreement, in amounts required
o repay the Refunding Bonds. When the Refunding Bonds are finally paid, the Facilities Lease
.and the Master Agreement terminate (assuming no other lease revenue bonds have been
issued for Library improvement purposes under these Lease Agreements and the Trust
Agreement). In addition to the Library Preservation Fund, the City's general fund is the source
of funding for the repayment of the Refunding Bonds.

Trust Agreement: Pursuant to the Trust Agreement and the Assignment Agreement between
the Corporation and the Trustee acting on behalf of and for the benefit of Refunding Bond
holders, the Trustee administers and disburses bond payments and enforces the covenants and
remedies in the event of a default. The Trust Agreement provides for the terms of the
Refunding Bonds, prepayment provisions, events of default, remedies in the event of default,
and other related administrative provisions. The Trustee holds proceeds derived from the sale
of the Refunding Bonds and will disburse the proceeds to pay off the 2009A Bonds and to pay
costs of issuance, as directed by authorized City representatives. The ordinance delegates
selection of the Trustee to the Director of Public Finance.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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The Trust Agreement requires that the base rental payments be deposited semi-annually in the
revenue fund established in the Trust Agreement and maintained by the Trustee. The Trustee
will apply such amounts as is necessary to make debt service (i.e., semi-annual interest and’
annual principal or sinking fund) payments with respect to the Refunding Bonds.

The Leased Property: According to the Office of Public Finance, portions of the San Francisco -
Main Library building located at Civic Center Plaza, which is owned by the City, may serve as the
leased asset for the transaction, which consistent with the leased asset for the 2009A Bonds.

Assignment Agreement: An agreement that assigns specified rights (including the Corporation’s
right to receive lease revenues) as well as title and interest to. the Leased Assets until the
Refunding Bonds are repaid in full.

The City has covenanted in the Lease that, so long as the City has the use and occupancy of the
Facilities, it will make Base Rental payments to the Corporation from any legally available funds
of the City in amounts-sufficient to pay debt service on the Refunding Bonds. An authorization
to set aside the taxes in the Library Preservation Fund provides the primary source of
repayment on the refunding bonds through July 1, 2024. The final maturity of the refunding
bonds is anticipated to be June 15, 2028. The City intends to seek re-authorization of the
Library Preservation Fund set-aside tax to continue beyond July 1, 2024.

FISCAL IMPACT

Open Space Fund (File 18-0362)

The proposed ordinance authorizes the sale and issuance of Refunding Bonds in a par amount
not to exceed $41,320,000. Based on current market conditions, the Office of Public Finance
anticipates issuing $40,510,000 in Refunding Bonds that together with other sources of monies .
would refund $15,805,0000f outstanding 2006 Bonds and $28,135,000 of outstanding 2007
Bonds. According to the Office of Public Finance, the additional authorized amount above the.
expected issuance amount allows for fluctuations in market interest rates from the date of
authorization by the Board to the time of the sale of the Refunding Bonds, any increased
deposits for the debt service reserve fund, and other increased delivery date expenses.

Based upon a conservative estimate of 3.5 percent for an all-in true interest cost as defined in
the proposed ordinance, the Office of Public Finance estimates that maximum fiscal year debt
service on the Refunding Bonds is approximately $4,731,390. The anticipated total par value of

~ $40,150,000 is estimated to result in approximately $7,495,394 in interest. payments over the
life of the Refunding Bonds. The total principal and interest payments over the approximate 11-
year life of the Refunding Bonds is estimated to be approximately $48,005,394. The term of the
Refunding Bonds will mirror the exnstmg term of the 2007 Bonds with a final maturity on July 1,
2029.

Based on current market conditions, the Refunding Bonds transaction is estimated to result in
aggregate savings to the City of about $3,442,716 on a gross basis. On a net present value (NPV)
basis, the Office of Public Finance estimates the debt service -savings to be approximately
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$1,876,1423 or 4.6 percent of the outstanding par amount of the 2006 Bonds and 2007 Bonds
to be refunded. This NPV percent savings of refunded par meets the Clty s debt policy objectlve
of 3 percent or higher.

Table ‘1 outlines anticipated sources and uses for the Refunding Bonds (Open Space Fund),
based on an estimate provided by Backstrom McCarley Berry & Co., LLC a municipal advisory
firm registered with the Municipal Securities Rulemaking Board (MSRB).

Table 1. Estimated Sources and Uses of Refunding Bonds (Open Space Fund)

Sources .

Estimated Par Amount - ' $40,510,000
Other Sources - Prior Debt Servu:e Reserve Fund (2006 Bonds) 2,007,482
Other Sources - Prior Debt Service Reserve Fund (2007 Bonds) 3,058,810
Total Sources - : $45,576,292
Uses ‘ ' '
Refunding Fund Deposit (2006 Bonds) $ 14,521,466
Refunding Fund Deposit (2007 Bonds) : 26,310,966
Debt Service Reserve Fund 4,051,000
Cost of Issuance ' ‘ 550,000
Underwriter's Discount ' 142,860
Total Uses ' : . $45,576,292

Source Office of Public Finance

In addition, approximately $4,051,000 may be allotted to fund a Debt Service Reserve Fund, to
be funded if recommended by the Director of the Office of Public Finance. Approximately
$692,860 ($550,000 for cost of issuance and $142,860 for underwriter’s discount) will be
allotted to cover costs associated with the issuance of the Refunding Bonds. This includes
amounts for underwriter compensation legal fees, financial advisory fees, rating agency fees,
printing costs, and other i lssuance costs.

Branch Library Improvement Program (File 18- 0363)

The proposed ordinance authorizes the sale and issuance of Refundmg Bonds in a par amount
not to exceed $26,530,000. Based on current market estimates, the Office of Public Finance
anticipates issuing $26,005,000 in Refunding Bonds that together with other sources of monies
would refund $25,975,000 of outstanding 2009A Bonds. The additional authorized amount

" above the expected issuance amount allows for fluctuations in market interest rates from the
date of authorization by the Board to the time of the sale of the Refunding Bonds, any
increased deposits for the debt service reserve fund, and possible other mcreased delivery date
expenses.

® Original Series 2006 — NPV Savings of $736,654.83; 5.082 percent of NPV savings of refunded bonds, Orlgmal
Series 2007 — NPV Savings of $1,139,486.71; 4.338 percent of NPV savmgs of refunded bonds’
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Based upon a conservative estimate of 3.332 percent for an all-in true interest cost as defined
in the proposed ordinance, the Office of Public Finance estimates that maximum fiscal year
debt service on the Refunding Bonds will be approximately $2,095,388. The anticipated total
par value of $26,005,000 is estimated to result in approximately $7,474,253 in interest
payments over the life of the Refunding Bonds. The total principal and interest payment over
the approximate 10-year life of the Refunding Bonds is approximately $33,479,253. According
to the Office of Public Finance, it is anticipated that the term of the Refunding Bonds may be
shortened by up to six years compared to the existing term of the 2009A Bonds (from the
original Series 2009A maturity date of 6/15/2034 to 6/15/2028.

Based on current market conditions, the refunding transaction is estimated to result in
aggregate savings to the City of about $6,035,892 on a gross basis. On a net present value (NPV)
basis, the Office of Public Finance estimates the debt service savings to be approximately
$4,286,401 or 16.5 percent of the outstanding par amount of the 2009A Bonds to be refunded.
This NPV percent savings of refunded par meets the City’s debt policy objective of 3 percent or
higher. : "

Table 2 below outlines anticipated sources and uses for the Refunding Bonds, based on an
estimate provided by Backstrom McCarley Berry & Co., LLC.

" Table 2. Estimated Sources and Uses of Refunding Bonds (Branch Library Improvement

Program)
Sources .
Estimated Par Amount . $26,005,000
Other Sources - Prior Debt Service Reserve Fund - 2,471,798
{2009A Bonds)
Total Sources - $28,476,798
Uses ' .
Refunding Fund Deposit (2009A Bonds) T $26,035,947
Debt Service Reserve Fund 2,095,388
Cost of Issuance 250,000
Underwriter's Discount 95,463
Total Uses $28,476,798

Source: Office of Public Finance -

In addition, approximately $2,095,388 may be-allotted to fund a Debt Service Reserve Fund, to
be funded if recommended by the Director of the Office of Public Finance. Approximately
$345,463 ($250,000 for cost of issuance and $95,463 for underwriter’s discount) will be allotted
to cover costs associated with the issuance of the Refunding Bonds. This includes amounts for
underwriter compensation, legal fees, financial advisory fees, ratlng agency fees, printing costs,
and other issuance costs.

In April 2016, the Library Commiission appropriated $7,556,391 of the Library Preservation Fund
sources to pay down a portion of its existing debt tied to the 2009A Bonds, pursuant to San
Francisco Library Commission Resolution No. 2016-01. According to the Office of Public Finance,
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the impact of these additional sources allows the San Francisco Public Library to pay off its debt
sooner, resulting in greater overall savings to the City. '

RECOMMENDATION

Approve the proposed ‘ordinanées.
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RECORDING REQUESTED BY:
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION

Squire Patton Boggs (US)LLP
275 Battery Street, Suite 2600
San Francisco, California 94111
Attention: Nathan Treu, Esq.

APN(s): " (Space above for Recorder’s Use Only)
[ADDRESS], San Francisco ' :
FIRST AMENDMENT TO
FACILITIES LEASE
By and Between the

CITY AND COUNTY OF SAN FRANCISCO; as lessor
and the

- CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION, as iessee
Dated as of June 1, 2018 '

NO DOCUMENTARY TRANSFER TAX

This First Amendment to Facilities Lease is exempt pursuant to
Section 6103 of the California Government Code
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FIRST AMENDMENT TO FACILITIES LEASE

THIS FIRST AMENDMENT TO FACILITIES LEASE (the “First Amendment to
Facilities Lease™), is made and entered into as of June 1, 2018, (the “Effective Date”) by and
between the CITY AND COUNTY OF SAN FRANCISCO, a charter city and county and
municipal corporation, duly organized and existing under and by virtue of its Charter and the
Constitution of the State of California, as lessor (the “City”), and the CITY AND COUNTY OF
SAN FRANCISCO FINANCE CORPORATION, a nonprofit public benefit corporation, duly
organized and existing under and by virtue of the laws of the State of California, as lessee (the
“Corporation”).

WITNESSETH:

WHEREAS, the City and the Corporation previously have entered into a Facilities Lease,
dated as of March 1, 2009 (the “Original Facilities Lease™), by and between the City as lessor and
the Corporation as lessee under which the Corporation leased certain facilities (the “Original
Facilities™) and certain real property (the “Original Site”) from the City; and

WHEREAS, pursuant to this First Amendment to Facilities Lease, the. Corporation will
lease certain [additional][substituted] facilities (as described in Section 2A. hereof, the “2018
Facilities,” which, together with the Original Facilities, as modified by this First Amendment to
Facilities Lease, are also referred to herein as the “Facilities™) and certain [additional][substituted]
real property from the City (as described in Section 2A hereof, the “2018 Site,” which, together -
with the Original Site, as modified by this First Amendment to Facilities Lease, is also referred to
herein as the “Site”); the Original Facilities Lease, as supplemented by this First Amendment to
Facilities Lease, is referred to herein as the “Facilities Lease”; and

WHEREAS, the City and the Corporation previously entered into a Master Lease, dated
as of March 1, 2009 (the “Master Lease™), by and between the Corporation as lessor and the City
as lessee pursuant to Section 16.109(d) of the Charter, which provides for the City to enter into
obligations, including lease financing obligations, secured by and/or repaid from any available
funds pledged or appropriated by the Board of Supervisors of the City for the acquisition,
construction, reconstruction, rehabilitation and/or improvement of real propetty and/or facilities
operated by the San Francisco Public Library (the “Library”) for Library purposes and for the
purchase of equipment relating to such real property and/or facilities; and

WHEREAS, the City has entered into a First Amendment to Master Lease, dated as of
June 1, 2018 (the “First Amendment to Master Lease™) pursuant to Article XTI of the Master
Lease and Section 16.109(d) of the Charter; the Master Lease, as supplemented by the First
Amendment to Master Lease, is referred to herein as the “Lease™; and

WHEREAS, pursuant to the Lease, the City leases the Facilities and the Site, including
any property added or substituted pursuant to thlS First Amendment to Facilities Lease, from the
Corporation; and :

WHEREAS, the Corporation and U.S. Bank National Association, a naﬁonal banking
association duly organized and existing under and by virtue of the laws of the United States, as
successor trustee (the “Trustee™), previously entered into a Master Trust Agreement dated as of
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March 1, 2009 (the “Master Trust Agreement”) in connection with the issuance by the Corporation
of $34,265,000 in principal amount of Lease Revenue Bonds, Series 2009A (Branch Library
Improvement Program) (the “Series 2009A Bonds™), proceeds of which Series 2009A Bonds were
used to design and construct certain improvements (the “2009 Project”); and

. WHEREAS, the Corporation will issue its $[xx,xxx],000 principal amount of Refunding
Lease Revenue Bonds, Series 2018B (Branch Library Improvement Program) (the “Series 2018
Bonds™) pursuant to the Master Trust Agreement as supplemented by the First Supplemental Trust
Agreement of even date herewith, between the Corporation and the Trustee (the “First
Supplemental Trust Agreement” and, together with the Master Trust Agreement, the “Trust
Agreement”); and o

WHEREAS, the Corporation and the City intend to use a portion of the proceeds from the
sale of the Series 2018 Bonds to redeem and refund the Series 2009A Bonds (and thereby refinance
the 2009 Project); and

WHEREAS, the Corporation will lease the Facilities and the Site to the Cify and use
amounts received from the City as Base Rental (as defined in the Lease) under the Lease to pay
debt service on the Series 2018 Bonds and any additional Parity Bonds (collectively, the “Bonds™);
and

WHEREAS, pursuant to and in accordance with certain provisions of the Trust Agreement
and the Lease, the Corporation may issue additional Parity Bonds payable from Base Rental on a
parity with the Series 2018 Bonds, for the purpose of financing and refinancing the construction,
reconstruction, rehabilitation and/or improvement of the additional components of the Project; and

WHEREAS, all acts, conditions and things required by law to exist, to have happened and
to have been performed precedent to and in connection with the execution and entering into of this
First Amendment to Facilities Lease do exist, have happened and have beén performed in regular
and due time, form and manner as required by law, and the parties hereto are now duly authorized
to execute and enter into this First Amendment to Facilities Lease;

NOW, THEREFORE, in consideration of the mutual promises and agreements herein
contained, the parties hereto agree as follows:

"~ Section 1A. Definitions.

All capitalized terms used in this First Amendment to Facilities Lease and not otherwise
defined shall have the meanings given to such terms in the Lease and the Trust Agreement.

Section 2A. Lease of Facilities and the Site.

The City hereby leases to the Corporation certain facilities, as more particularly described
in Exhibit A hereto and incorporated herein by this reference (the “2018 Facilities™), located on
real property located within the City, as more particularly described in Exhibit B hereto and
incorporated herein by this reference (the “2018 Site”), subject (i) to the terms hereof and (ii) to

" Permitted Encumbrances. The term “Facilities” is hereby amended to include the Original
Facilities, as modified by this First Amendment to Facilities Lease, comprising the 2018 Facilities.

2
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The term “Site” is hereby amended to include the Original Site, as modified by this First
Amendment to Facilities Lease, comprising the 2018 Site. The City also grants to the Cotporation
such rights of ingress and egress to the 2018 Facilities and the 2018 Site as the Corporation may
require in order to fulfill its obligations hereunder and under the Lease.

Section 3A. Removal.

The Corporation does hereby remise, release and terminate and quit claim to the City all
of its leasehold interest in and to the 1ea1 property described in Exhibit C hereto and the
improvements thereon.

Section 4A. Ownership.

The City represents that it is the sole owner of and holds fee title to the 2018 Facilities,
subject to Permitted Encumbrances. .

Section 5A. Term.

a,’ This First Amendment to Facilities Lease -shall commence on the date of
recordation hereof in the official records of the City and County of San Francisco and end on the
day after the termination of the First Amendment to Lease (other than a termination pursuant to
Section 7.01(a) of the Lease). '

b. Upon termination of this First Amendment to Facilities Lease, all of the
Corporation’s and the Trustee’s interest in the 2018 Facilities and the 2018 Site shall vest with the -
~ City.

Section 6A. Rent.
The Corporation shall pay to the City an advance rent in the amount of $1.00 as full

consideration for this First Amendment to Facilities Lease over its terms, the receipt of which is
hereby acknowledged by the City.

Section 7A. Purpose.

The Corporation shall use the 2018 Facilities and the 2018 Site only for the purposes
described in the Lease, and for such other purposes as may be incidental thereto.

Section 8A.  Expiration.

The Corporation agtees, upon the expiration of this First Amendment to Facilities Lease,
to quit and surrender the 2018 Facilities and the 2018 Site; it being the understanding of the parties
- hereto that upon termination of this First Amendment to Facilities Lease title to the 2018 Facilities
and the 2018 Site shall vest in the City free and clear of any 1nterest of the Corporation or any
assignee of the Corporatlon
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Section 9A. Effect of this First Amendment to Facilities Lease.

On and after the Effective Date, each reference in the Original Facilities Lease to the
Facilities shall include the “2018 Facilities” as set forth in Exhibit A hereto and each reference in
the Original Facilities Lease to the Site shall include the “2018 Site” as set forth in Exhibit B
hereto. Except as expressly provided in this First Amendment to Facilities Lease, the Original
Facilities Lease shall continue in full force and effect in accordance with the terms and provisions
thereof, as amended hereby.

Section 10A. Partial Invalidity.

If any one or more of the terms, provisions, promises, covenants or conditions of this First
Amendment to Facilities Lease shall to any extent be adjudged invalid, unenforceable, void or
voidable for any reason whatsoever by a court of competent jurisdiction, each and all of the
remaining terms, provisions, promises, covenants and conditions of this First Amendment to
Facilities Lease shall not be affected thereby, and shall be valid and enforceable to the fullest extent
permitted by law.

Section 11A. Governing Law.

This First Amendment to Facilities Lease shall be governed by the laws of the State of
California.

Section 12A. City Requirements.

The Original Facilities Lease is hereby amended by deleting Sections 19 through 42 thereof
and Section 45 thereof, replacing said sections in their entirety by the insertion of the sections set
forth below in this Section 12A (i.e., Sections 19 through 39), by renumbering “Section 43” of
such Original Facilities Lease as “Section 40,” by renumbering “Section 44” .of such Original
Facilities Lease as “Section 41,” and by renumbelmg “Section 46” of such Original Facilities
Lease as “Section 42"

19, Nondiscrimination; Penalties.
(a) Non-Discrimination in Contracts.

The Corporation shall comply with the provisions of Chapters 12B and 12C of the San
Francisco Administrative Code. The Corporation shall incorporate by reference in any
subcontracts the provisions of Sections12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco
Administrative Code and shall require any subcontractors to'comply with such provisions. The
Corporation is subject to the enforcement and penalty provisions in Chapters 12B and 12C.

" (b)  Nondiscrimination in the Provision of Employee Benefits. San Francisco
Administrative Code 12B.2.

The Corporation does not as_of the date of this Facilities Lease, and will not during the h
term of this Facilities Lease, in any of its operations in San Francisco, on real property owned by
San Francisco, or where work is being performed for the City elsewhere in the United States,
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discriminate in the provision of employee benefits between employees with domestic partners and
employees with spouses and/or between the domestic partners and spouses of such employees,
subject to the conditions set forth in San Francisco Administrative Code Section12B.2.

(c)  Condition to Contract,

As a condition to the Facilities Lease, the Corporation shall execute the “Chapter 12B
Declaration: Nondiscrimination in Contracts and Benefits” form (form HRC-12B-101) with
. supporting documentation and secure the approval of the form by the San Francisco Human Rights
Commission, '

20. MacBride Principles———‘Northeﬁ Ireland.

The provisions of San Francisco Administrative Code §12F are incorporated by this
reference and made part of this Facilities Lease. By entering into this Facilities Lease, the
Corporation confirms that it has read and understood that the City urges companies doing business
in Northern Ireland to resolve employment inequities and to abide by the MacBride Principles, and
urges San Francisco companies to do business with corporations that abide by the MacBride
Principles.

21. Tropiéal Hardwood and Virgin Redwood Ban.

Under San Francisco Environment Code Section 804(b), the City urges the Corporatien not to
import, purchase, obtain, or use for any purpose, aty tropical hardwood, tropical hardwood wood
‘product, virgin redwood or virgin redwood wood product.

22, Alcohovl and Drug-Free Worki)lace.

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

23.  Compliance with Americans with Disabilities Act.

The Corporation shall provide the services specified in the Facilities Lease in a manner
that complies with the Americans with Disabilities Act (ADA), including but not limited to Title
II’s program access requirements, and all other applicable federal, state and local disability rights
legislation. ' :
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24. Sunshine Ordinance,

The Corporation acknowledges that this Facilities Lease and all records related to its
formation, such Corporation’s performance of services provided under the Facilities Lease, and
the City’s payment are subject to the California Public Records Act, (California Government Code
§6250 et. seq.), and the San Francisco Sunshine Ordinance, (San Francisco Administrative Code
Chapter 67). Such records are subject to public inspection and copying unless exempt from
disclosure under fede1a1 state or local law.

25.  Limitations on Contributions.

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

26.  Requiring Minimum Compensation for Covered Employees.

The Corporation shall pay covered employees no less than the minimum compensation
required by San Francisco Administrative Code Chapter 12P. The Corporation is subject to the
enforcement and penalty p10v1s1ons in Chapter 12P. By entering into this Facﬂmes Lease, the
Corporation certifies that it is in compliance with Chapter 12P.

27.  Requiring Health Benefits for Covered Employees.

The Corporation shall comply with San Francisco Administrative Code Chapter 12Q. The
Corporation shall choose and petform one of the Health Care Accountability options set forth in
San Francisco Administrative Code Chapter 12Q.3. The Corp01at1on is subject to the enforcement
and penalty provisions in Chapter 12Q.

28.  Prohibition on Political Activity with City Funds.
In performing the services provided under the Facilities Lease, the Corporation shall

comiply with San Francisco Administrative Code Chapter 12G, which prohibits funds appropriated
. by the City for this Facilities Lease from being expended to participate in, support, or attempt to
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influence any political campaign for a candidate or for a ballot measure. The Corporation is subject
to the enforcement and penalty provisions in Chapter 12G.

29.  Nondisclosure of Private, Proprietary or Confidential Information.

_ If this Facilities Lease requires the City to disclose “Private Information” to the
Corporation within the meaning of San Francisco Administrative Code Chapter 12M, the
Corporation shall use such information consistent with the restrictions stated in Chapter 12M and
in this Facilities Lease and only as necessary in performing the services provided under the
Facilities Lease. The Corporation is subject to the enforcement and penalty provisions in Chapter
12M.

In the performance of services provided under the Facilities Lease, the Corporation may
have access to the City’s proprietary or confidential information, the disclosure of which to third
parties may damage the City. If the City discloses proprietary or confidential information to the
Corporation, such information must be held by such Corporation in confidence and used only in
performing the Facilities Lease. The Corporation shall exercise the same standard of care to
protect such information as a reasonably prudent contractor would use to protect its own
proprietary or confidential information. '

30. Consideration of Criminal History in Hiring and Employment Decisions. |

The Corporation agrees to comply fully with and be bound by all of the provisions of
Chapter 12T, “City Contractor/Subcontractor Consideration of Criminal History in Hiring ard
Employment Decisions,” of the San Francisco Administrative Code (“Chapter 12T”), including
the remedies provided, and implementing regulations, as may be amended from time to time. The
provisions of Chapter 12T are incorporated by reference and made a part of this Facilities Lease.
The text of Chapter 12T is available on the web at hitp://sfgov.org/olse/fco. A partial listing of
some " of the Corporations’ obligations under Chapter 12T is set forth in this Section. The
Corporation is required to comply with all of the applicable provisions of Chapter 12T, irrespective
of the listing of obligations in this Section. Capitalized terms used in this Section and not defined
in this Facilities Lease shall have the meanings assigned to such terms in Chapter 12T,

The requirements of Chapter 12T shall only apply to the Corporation’s operations to the
extent those operations are in furtherance of the performance of this Facilities Lease, shall apply
only to applicants and employees who would be or are performing work in furtherance of this -
Facilities Lease, and shall apply when the physical location of the employment or prospective
employment of an individual is wholly or substantially within the City of San Francisco which
excludes City property. Chapter 12T shall not apply when the application in a particular context
would conflict with federal or state law or with a requirement of a government agency
implementing federal or state law.

31.  Reserved.
32.  Submitting False Claims; Monetary Penalties. -

The full text of San Francisco Administrative Code §§ 21.35, including the enforcement -
and penalty provisions, is. incorporated into this Facilities Lease. Under San Francisco
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Administrative Code §21.35, any contractor, subcontractor or consultant who submits a false claim
shall be liable to the City for the statutory penalties set forth in that section. A contractor,
subcontractor or consultant will be deemed to have submitted a false claim to the City if the
contractor, subcontractor or consultant: (a) knowingly presents or causes to be presented to an

- officer or employee of the City a false claim or request for payment or approval; (b) knowingly
makes, uses, or causes to be made or used a false record or statement to get a false claim paid or
approved by the City; (c) conspires to defraud the City by getting a false claim allowed or paid by
the City; (d) knowingly makes, uses, or causes to be made or used a false record or statement to
conceal, avoid, or decrease an obligation to pay or transmit money or property to the City; or (e) is
a beneficiary of an inadvertent submission of a false claim to the City, subsequently discovers the
falsity of the claim, and fails to disclose the false claim to the City within a reasonable time after
discovery of the false claim.

33. anﬂict of Interest.

By entering into the Facilities Lease, the Corporation certifies that it does not know of any
fact which constitutes a violation of Section 15.103 of the City’s Charter; Axticle III, Chapter 2 of
City’s Campaign and Governmental Conduct Code; Title 9, Chapter 7 of the California
Government Code (Section 87100 et seq.), or Title 1, Division 4, Chapter 1, Article 4 of the

' California Government Code (Section 1090 et seq.), and further agrees promptly to notify the City
if it becomes aware of any such fact during the term of this Facilities Lease.

34,  Assignment.

The services provided under the Facilities Lease to be performed by the Corporation are
personal in character and neither this Facilities Lease nor any duties or obligations may be assigned
or delegated by the Corporation unless first approved by the City by written instrument executed
and approved in the same manner as this Facilities Lease Any purported assignment made in
violation of this provision shall be null and void.

35. Food Serv1ce Waste Reduction Requirements.

The Co1p01at1on shall comply with the Food Service Waste Reduction Oldmance as set
forth in San Francisco Environment Code Chapter 16, including but not limited to the provided
remedies for noncompliance.

36.  Cooperative Drafting. -

This Facilities Lease has been drafted through a cooperative effort of the City and the
Corporation, and all parties have had an opportunity to have the Facilities Lease reviewed and
revised by legal counsel. No party shall be considered the drafter of this Facilities Lease, and no
presumption or rule that an ambiguity shall be construed against the party drafting the clause shall
apply to the interpretation or enforcement of this Facilities Lease.

37.  Laws Incorporated by Reference.

The full text of the laws listed-in this Appendix, including enforcement and penalty
provisions, are incorporated into this Facilities Lease by reference. The full text of the San
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Francisco Municipal Code provisions incorporated by reference in this Appendix are available at
www.sfgov.org under “Open Gov.”

38.  Sugar-Sweetened Beverage Prohibition.

The Corporation agrees that it will not sell, provide, or otherwise distribute Sugar-
Sweetened Beverages, as defined by San Francisco Administrative Code Chapter 101, as part of
its performance of this Facilities Lease. '

+39.  First Source Hiring Program.

The Corporation must comply with all of the provisions of the First Source Hiring Program,
Chapter 83 of the San Francisco Administrative Code, that apply to this Facilities Lease, and the
Corporation is subject to the enforcement and penalty provisions in Chapter 83.

Section 13A. Execution in Counterparts.

This First Amendment to Facilities Lease may be executed in several counterparts, each of
which shall be an original and all of which shall constitute but one and the same agreement.

[REMAINDER OF PAGE IS INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOQF, the Corporation and the City have caused this First Amendment
to Facilities Lease to be executed by their respective officers thereunto duly authorized, all as of
the day and year first above written. '

CITY AND COUNTY OF SAN
FRANCISCO FINANCE CORPORATION

By:
: President
Attest:
By:
Secretary
CITY AND COUNTY OF SAN FRANCISCO
By: '.
Mayor
Attest:
By:

Clerk of the Board of Supervisors

APPROVED AS TO FORM:
Dennis J. Herrera
City Attorney

By:

Deputy City Attorney

" (Signature Page to First Amendment to Facilities Lease)

S-1
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached, and
not the truthfulness, accuracy, or validity of that document. '

STATE OF

)
L )
COUNTY OF ).
On . _ , before me, , Notary Public, personally appeared

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which: this certificate is attached, and
not the truthfulness, accuracy, or validity of that document.

STATE OF )

)

- COUNTY OF )
On , before fne , Notary Public, personally appeaied

, who proved to me on the basis of satisfactory evidence to be .
the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me
that he/she/they executed the same in his/her/their authorized capacity(ies), and that by
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of which the
person(s) acted, executed the instrument. 4

I certify under PENALTY OF PERJURY under the laws of the State of California that the
- foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature . (Seal)

010-8608-0808/3/ AMERICAS

1354



EXHIBIT A
DESCRIPTION OF THE FACILITIES -

The Facilities consist of portions of the Main Library building (consisting of approximately
I | square feet) on the lower (i.e., below ground) level and the ground floor of the Main

Library located at Civic Center Plaza, 100 Larkin Street, City and County of San Francisco,
California. : '
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EXHIBIT B
DESCRIPTION OF THE SITE

The land referred to herein is situated in the State of Cahfomla, County of V
and described as follows: [EONEIRNENG/EHAR ;
1]

BEGINNING AT A POINT FORMED BY THE INTERSECTION OF THE EASTERLY LINE
OF LARKIN STREET AND THE NORTHERLY LINE OF GROVE STREET (EXTENDED
EASTERLY) AND RUNNING THENCE NORTHERLY ALONG THE EASTERLY LINE OF
LARKIN STREET 275 FEET; |

THENCE AT A RIGHT ANGLE EASTERLY 412 FEET 6 INCHES TO THE WESTERLY
LINE OF HYDE STREET (EXTENDED SOUTHERLY);

THENCE AT A RIGHT ANGLE SOUTHERLY ALONG SAID LINE OF HYDE STREET (SO
EXTENDED) 275 FEET TO THE NORTHERLY LINE OF GROVE STREET (SO
EXTENDED); AND

THENCE AT A RIGHT ANGLE WESTERLY ALONG SAID LINE OF GROVE STREET (SO
EXTENDED) 412 FEET 6 INCHES TO THE SAID EASTERLY LINE OF LARKIN STREET
AND THE POINT OF BEGINNING. ‘

BEING A PORTION OF THE BLOCK OF LAND KNOWN AND DESIGNATED ON THE
OFFICIAL MAP OF THE CITY AND COUNTY OF SAN FRANCISCO AS “THE CITY
HALL LOT”.

~ APN:LOT 1, BLOCK 354 -

B-1
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EXHIBIT C
DESCRIPTION OF THE RELEASED PROPERTY

The facilities consisting of portions of the Main Library building (consisting of approximately
264,530 square feet) on floors 2 through 6 of the Main Library located at Civic Center Plaza, 100
Larkin Street, City and County of San Francisco, California.

C-1
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by the Facilities Lease, dated as of
March 1, 2009, as supplemented by the First Amendment to Facilities Lease, dated as of June 1,
2018, from the City and County of San Francisco to the City and County of San Francisco Finance
Corporation (the “Corporation™), is hereby accepted by the undersigned officer on behalf of the
Corporation pursuant to authority conferred by Resolution No. 2018-[ ] adopted by the Board of
Directors of the Corporation on | 1, 2018, and the Corporation consents to recordation.

thereof by its duly authorized officer. ‘

Dated as of June 1, 2018

CITY AND COUNTY OF SAN FRANCISCO
FINANCE CORPORATION

By:

010-8608-0808/3/ AMERICAS

1358



SPB Draft 04-06-2018

FIRST SUPPLEMENTAL TRUST AGREEMENT

By and Between the

CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
and

U.S. BANK NATIONAL ASSOCIATION
as Trustee

Dated as of June 1, 2018

Relating to
City and County of San Francisco Finance Corporation
Refunding Lease Revenue Bonds, Series 2018B.
(Branch Library Improvement Program)
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FIRST SUPPLEMENTAL TRUST AGREEMENT

THIS FIRST SUPPLEMENTAL TRUST AGREEMENT (the “First Supplemental Trust
Agreement™), dated as of June 1, 2018, is by and between the CITY AND COUNTY OF SAN
FRANCISCO FINANCE CORPORATION, a nonprofit public benefit corporation, duly
organized and existing under and by virtue of the laws of the State of California (the
“Corporation™), and U.S. BANK NATIONAL ASSOCIATION, a national banking association
organized and existing under the laws of the United States of America, as trustee (the “Trustee™).

RECITALS

WHEREAS, the Corporation is a nonprofit public benefit corporation, duly organized and
existing under and pursuant to the California Nonprofit Public Benefit Corporation Law, being
Part 2 of Title 1 (commencing with Section 5110) of the California Corporation Code (the “Law™),
and is authorized pursuant to the Law and its articles of incorporation to issue bonds for the purpose
of financing public capital improvements for the City and County of San Francisco (the “City”);
and :

WHEREAS, the Corporation has heretofore financed the acquisition, construction,
reconstruction, rehabilitation and/or improvement of real property and/or facilities that will be
operated by the San Francisco Public Library (the “Library”) for Library purposes and for the
purchase of equipment relating to such real property and/or facilities (the “2009 Project”) on behalf
of the City through the issuance of the Series 2009A Bonds (defined below), which Series 2009A
Bonds the City and the Corporation wish to refinance; and )

WHEREAS, the Corporation entered into the Master Trust Agreement (defined below)
pursuant to Section 16.109(d) of the Charter, which provides for obligations payable from any -
available funds pledged or appropriated by the Board of Supervisors of the City; and

WHEREAS, in connection with the Sefies 2009A Bonds described below, the City and
the Corporation previously entered into a Facilities Lease, dated as of March 1, 2009 (the “Original
Facilities Lease™), by and between the City as lessor and the Corporation as lessee;

WHEREAS, in connection with the Series 2009A Bonds described below, the Corporation
previously entered into a Master Lease, dated as of March 1, 2009 (the “Master Lease™), by and
between the Corporation as lessor and the City as lessee, whereunder the City agreed to make Base
Rental payments to the Corporation in respect of the Facilities then subject to the Master Lease
and in amounts sufficient to pay debt service on the Series 2009A Bonds;

WHEREAS, the terms of the Master Lease permit the prepayment by the City.of all or a
portion of the Base Rental payments due in respect of Bonds which are by their terms subject to
optional redemption;

WHEREAS, the City and the Corporation now desire to refinance the costs of the 2009
Project by prepaying all of the remaining payments due under the Master Lease and prepaying all
of the Outstanding Series 2009A Bonds;
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WHEREAS, in connection with the Series 2018 Bonds described below, the City and
Corporation have entered into a First Amendment to Facilities Lease, dated as of June 1, 2018 (the
“First Amendment to Facilities Lease™), by and between the City as.lessor and the Corporation as
lessee (together, the Original Site Lease and the First Amendment to Facilities Lease are referred
to as the “Facilities Lease™);

WHEREAS, in connection with the Series 2018 Bonds described below, the Corporation
has entered into a First Amendment to Master Lease, dated as of June 1, 2018 (the “First
Amendment to Lease™), by and between the Corporation as lessor and the City as lessee (together,
the Master Lease and the First Amendment to Lease are referred to herein as the “Lease™),
whereunder the City agreed to make adjusted Base Rental payments to the Corporation in respect
of the Facilities subject to the Lease, in amounts sufficient to pay debt service on the Series 2018
Bonds;

WHEREAS, the Corporation and the Trustee previously entered into a Master Trust
Agreement dated as of March 1, 2009 (the “Master Trust Agreement”) in connection with the
issuance by the Corporation of $34,265,000 principal amount of Lease Revenue Bonds,
Series 2009A (Branch Library Improvement Program) (the “Series 2009A Bonds”) of which
$27,030,000 remain Outstanding;

WHEREAS the Corporation will issue its $[xx,xxx],000 principal amount of Refunding
Lease Revenue Bonds, Series 2018B (Branch Library Improvement Program) (the “Series 2018
- Bonds”) pursuant to this First Supplemental Trust Agreement (the Master Trust Agreement, as
supplemented by this First Supplemental Trust Agreement, is referred to herein as the “Trust
Agreement”) for the purposes of prepaying all of the remaining payments due under the Master
Lease and refunding and redeeming (together with other available funds of the Corporation and
certain funds which the San Francisco Library Commission (the “Library Commission”) has, by
its Resolution No. 2016-01 adopted April 21,2016, de-appropriated from its general reserves and
re-appropriated to pay debt service, which de-appropriation and re-appropriation has been
approved by the Board of Supervisors of the City through the adoption of its Ordinance No. [ ]-
18 dated | [, 2018) the Outstanding Series 2009A Bonds;

WHEREAS, the Corporation will issue the Series 2018 Bonds as Parity Bonds under the
Trust Agreement, and upon the deposit with the Trustee, in trust, of money in the amount necessary
to pay or redeem the Outstanding Series 2009A Bonds on the redemption date established therefor,
such Series 2009A Bonds shall no longer be Outstanding under the Trust Agreement;

WHEREAS, the Corporation may issue additional Parity Bonds under the Trust
Agreement, and the Series 2018 Bonds and any such Parity Bonds (collectively, the “Bonds™) shall
be secured on a parity basis under the Trust Agreement; and

WHEREAS, all conditions, things and acts required by law to exist, happen and be
performed precedent to and in connection with the issuance of the Series 2018 Bonds exist, have
happened and have been performed in regular and due time, form and manner as required by law,
and the Corporation is now duly authorized to issue the Series 2018 Bonds;
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NOW, THEREFORE, in order to secure the payment of the Bonds and the performance
and observance by the Corporation of all the covenants, agreements and conditions herein and in
the Series 2018 Bonds contained, and in consideration of the mutual covenants and agreements
contained herein, the Corporation and the Trustee hereby agree as follows:

ARTICLEI
DEFINITIONS
Section 1.01A. Definitions. (a) From and after the effective date of this instrument, the
followmg new definitions shall be added to Section 1.01 of the Trust Agreement, in alphabetwal

order, to read as follows:

* “Refunded Bonds” means all Series 2009A Bonds Outstanding prior to the date of issuance
of the Series 2018 Bonds.

“2018 Assignment Agreement” means that certain Assignment Agreement, dated as of
June 1, 2018, by and between the Corporation and the Trustee, as such 2018 Assignment
Agreement may be amended from time to time.

“2018 Facilities” means the facilities described in Exhibit A attached to the First
Amendment to Lease, as such Exhibit A may be amended or revised from time to time.

“2018 Site” means the real property described in Exhibit B attached to the First
Amendment to Lease, as such Exhibit B may be amended or revised from time to time.

- “2018 Facilities I.ease” means the First Amendment to Site Leasé dated as of June 1, 2018
between the City, as lessee, and the Corporation, as lessor.

(b) The following definitions are amended and restated in their entirety:

“Bonds” means the Series 2018 Bonds and all Parity Bonds issued in accordance with this
Trust Agreement and the Lease.

“Interest Payment Date” means (i) with respect to the Series 2018 Bonds, each June 15 and
December 15, commencing on [December, 2018]; and (ii) with respect to Parity Bonds,
.commencing on such date as provided in a Parity Bond Instrument.

“Principal Payment Date” means (i) with respect to the Series 2018 Bonds any June 15
commencing [June 15, 2019]; and (ii) with respect to Parity Bonds, commencmg on such date as
provided in a Parity Bond Instrument.

ARTICLE IT
PROVISIONS RELATING TO SERIES 2018 BONDS

Section 2.04A. Designation. The Series 2018 Bonds shall be issued by the Corporation as
Parity Bonds under and subject to the terms of the Trust Agreement and the Law and shall be
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designated as the “City and County of San Francisco Finance Corporatlon Refunding Lease
Revenue Bonds, Series 2018B (Branch Library Improvement Program).”

Sectlon 2.05A. Terms of Bonds: Form.

(© Dated Date and Maturity Dates. The Series 2018 Bonds shall mature on the
" dates, in the principal amounts, and interest with respect thereto shall be computed at the
. rates, as shown below:

Maturity Date , Principal Interest
(June 15) Amount Rate
2019 - 3
2020
2021
2022
2023
2024
2025
2026
2027
- 2028
[2029
2030
2031
2032
2033
2034 ]

Section 2.06A. Issuance of Series 2018 Bonds. The Corporation may execute and the

Trustee shall authenticate and, upon the Request of the Corporation, deliver the Series 2018 Bonds

in the aggregate principal amount of $[xx,xxx],000. The Series 2018 Bonds shall be executed and
authenticated as provided in Section 2.03 of the Master Trust Agreement

Section 2.07A. Application of Proceeds of Sale of Bonds and Other Monevs Allocation
Among Funds.

(¢)  Upon receipt of the [net] proceeds from the sale of the Series 2018 Bonds V
- being § |, the Trustee shall deposit sa1d proceeds as follows:

) the Trustee shall deposit to the Revenue Fund the amount of $]

(of which $J | represents the Good Faith Deposit received from the
Purchaser)] to be applied fo the prepayment of all of the remaining payments due
under the Master Lease, to effect the payment and redemption of the Refunded
Bonds, as further described herein below; and

(i)  the Trustee shall deposit into the Costs of Issuance Fund the amount of
| 4 | to be applied as provided in the Requisition of the City submitted
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to the Trustee in connection with the. issuance of the Series 2018 Bonds and
otherwise as provided in Section 3.04 of the Master Trust Agreement[; and-

(iii) the Trustee shall deposit into the Reserve Fund the amount of
$ |, such amount being sufficient to cause the amount on deposit in the
Reserve Fund equal to the Reserve Fund Requirements upon issuance of the Series
2018 Bonds]. '

(d)  Furthermore, the Trustee shall transfer §] | of the amount on deposit
in the Reserve Fund to the Revenue Fund and apply such amounts to the prepayment of all
remaining payments due under the Lease, as amended by the First Amendment to Lease,
to effect the payment and redemption of the Refunded Bonds, as further described herein
below.

(e) Furthermore, the Library Commission shall transfer, or cause to be
transferred, to the Trustee, the de-appropriated and re-appropriated amount of Library
general reserve moneys (i.e., in the amount of [$7,566,391]), for a total amount of
$| | to be on deposit in the Revenue Fund held by the Trustee, and the Trustee shall
apply such amounts to the prepayment of all remaining payments due under the Lease, to
effect the payment and redemption of the Refunded Bonds on [June 15], 2018.

® Amounts, if any, remaining in the Revenue Fund after the payment and
redemption in full of the Refunded Bonds shall be held therein and applied to the next
payment(s) to come due under the Lease.

Section 2.08A. Redemption of Series 2018 Bonds.

(©) The Series 2018 Bonds maturing on or after [June 15, 2027] are subject to
optional redemption prior to maturity on or after [June 15, 2026] at the option of the City,
as a whole on any date, as is set forth in a Request of the City or in part on any date, as is
set forth in a Request of the City, from such maturities as are selected by the City, from
amounts deposited with the Trustee from any funds available therefor, at a redemption
price equal to the principal amount thereof plus accrued but unpaid interest to the
redemption date, without premium.

ARTICLE I

MISCELLANEOUS

SeCtion 3.04A. Series 2018 Bonds Subject to the Trust Agreement; Amendment to Trust

Agreement.

(@  Except as expressly provided in this First Supplemental Trust Agreement, every

term and condition contained in the Trust Agreement shall apply to this First Supplemental Trust
Agreement and to the Series 2018 Bonds with the same force and effect as if the same were herein
set forth at length, with such omissions, variations and modifications thereof as may be appropriate
to make the same conform to this First Supplemental Trust Agreement.

010-8607-3203/2/AMERICAS

1365



This First Supplemental Trust Agreement and all the terms and provisions herein contained
shall form part of the Trust Agreement as fully and with the same effect as if all such terms and
provisions had been set forth in the Trust Agreement. The Trust Agreement i is hereby ratified and
confirmed and shall continue. in full force and effect in accordance with the terms and provisions
thereof, as supplemented and amended hereby.

(b)  The Trust Agreement is hereby amended to include, in replacement of the definition
. of “Reserve Fund Requirement” set forth in Section 1.01 thereof, the following definition of such
term: |

“Reserve Fund Requirement” means, with respect to any series of
Parity Bonds issued pursuant to this Trust Agreement and in
accordance with the Parity Bond Instrument relating thereto, the
amount specified for such series of Parity Bonds within such Parity
Bond Instrument, provided that in no event shall such amount
exceed the least of (i) 125% of the average annual debt service on
such series of Parity Bonds Outstanding as of such date secured by -
such Reserve Fund (or the series-designated account therein)
established therefor, (ii) Maximum Annual Debt Service on such
series of Parity Bonds Outstanding as of such date secured by such
Reserve Fund (or the series-designated account therein) established
therefor, and (iii) 10% of the principal amount of such series of
Parity Bonds Outstanding as of such date secured by such Reserve
Fund (or the series-designated account therein) established therefor.

() The Reserve Fund Requirement for the Series 2018 Bonds shall be $L_j

Section 3.05A. Governing Law. This First Supplemcntal Trust Agreement shall be
governed by and construed in accordance with the laws of the State of California.

Section 3.06A. Counterparts. This Supplemental Trust Agreement may be signed in
several counterparts, each of which will constitute an original, but all of which shall constitute one
and the same instrument.

Sectlon 3.07A. City Requirements. The Master Trust Agreement is hereby amended by
deleting Sections 12.14 through 12.37 thereof and Section 12.40 thereof, replacing said sections
in their entirety by the insertion of the sections set forth below in this Section 5.07A (i.e., Sections
12.14 through 12.34), by renumbering “Section 12.38” of such Master Trust Agreement as
“Section 12.35,” and by renumbering “Section 12.39” of such Master Trust Agreement as
“Section 12.36™:

29. Nondiscrimination; Penalties

(@  Now-Discrimination in Contracts. The Trustee shall comply with the
provisions of Chapters 12B and 12C of the San Francisco Administrative Code. The
Trustee' shall incorporate by reference in any subcontracts the provisions of
Sections12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative Code and
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shall require any subcontractors to comply with such provisions. The Trustee is subject to
the enforcement and penalty provisions in Chapters 12B and 12C.

(b)  Nondiscrimination in the Provision of Employee Benefits. San Francisco
Administrative Code 12B.2. The Trustee does not as of the date of this Trust Agreement,
and will not during the term of this Trust Agreement, in any of its operations in San
Francisco, on real property owned by San Francisco, or where work is being performed for
the City elsewhere in the United States, discriminate in the provision of employee benefits
between employees with domestic partners and employees with spouses and/or between
the domestic partners and spouses of such employees, subject to the conditions set forth in
San Francisco Administrative Code Section12B.2.

(© Condition to Contract. As a condition to the Trust Agreement, the Trustee
shall execute the “Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits”
form (form HRC-12B-101) with supporting documentation and secure the approval of the
form by the San Francisco Human Rights Commission.

15.  MacBride Principles—Northern Ireland. The provisions of San Francisco Administrative
Code §12F are incorporated by this reference and made part of this Trust Agreement. By entering
into this Trust Agreement, the Trustee confirms that it has read and understood that the City urges
companies doing business in Northern Ireland to resolve employment inequities and to abide by
the MacBride Principles, and urges San Francisco companies to do business with corporations that
abide by the MacBride Principles.

16.  Tropical Hardwood and Virgin Redwood Ban. Under San Francisco Environment
Code Section 804(b), the City urges the Trustee not to import, purchase, obtain, or use for any
‘purpose, any tropical hardwood, tropical hardwood wood product, virgin redwood or virgin
redwood wood product.

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

18.  Compliance with Americans with Disabilities Act. The Trustee shall provide the
services specified in the Trust Agreement in a manner that complies with the Americans with
Disabilities Act (ADA), including but not limited to Title II’s program access requirements, and
all other applicable federal, state and local disability rights legislation.

19.  Sunshine Ordinance. The Trustee acknowledges that this Trust Agreement and all
records related to its formation, such Trustee’s performance of services provided under the Trust
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Agreement, and.the City’s payment are subject to the.California Public Records Act, (California
Government Code §6250 et. seq.), and the San Francisco Sunshine Ordinance, (San Francisco
Administrative Code Chapter 67). Such records are subject to public mspecnon and copying
unless exempt from disclosure under federal, state or local law.

20.  Limitations on Contrlbunons By executing this Trust Agreement the Trustee
acknowledges that it is familiar with section 1.126 of the City’s Campaign and Governmental
Conduct Code, which prohibits any person who contracts with the City for the rendition of personal
services, for the furnishing of any material, supplies or equipment, for the sale or lease of any land
or building, or for a grant, loan or loan guarantee, from making any campaign contribution to (1)
an individual holding a City elective office if the contract must be approved by the individual, a
board on which that individual serves, or the board of a state agency on which an appointee of that
individual serves, (2) a candidate for the office held by such individual, or (3) a committee
controlled by such individual, at any time from the commencement of negotiations for the contract
until the later of either the termination of negotiations for such contract or six months after the date
the contract is approved. The prohibition on contributions applies to each prospective party to the
contract; each member of the Trustee’s board of directors; the Trustee’s chairperson, chief
executive officer, chief financial officer and chief operating officer; any. person with an ownership
interest of more than 20 percent in such Trustee; any subcontractor listed in the bid or contract;
and any committee that is sponsored or controlled by such Trustee. The Trustee must inform each
such person of the limitation on contributions imposed by Section 1.126 and prov1de the names of
the persons requ1red to be informed to City.

21.  Requiring Minimum Compensation for Covered Employees. The Trustee shall pay
covered employees no less than the minimum compensation required by San Francisco

Administrative Code Chapter 12P. The Trustee is subject to the enforcement and penalty
provisions in Chapter 12P. By entering into this Trust Agreement the Trustee certifies that it is in
compliance w1th Chapter 12P. " :

22.- Requiring Health Benefits for Covered Employees. The Trustee shall comply with
San Francisco Administrative Code Chapter 12Q. The Trustee shall choose and perform one of
the Health Care Accountability options set forth in San Francisco Administrative Code Chapter
12Q.3. The Trustee is subject to the enforcement and penalty provisions in Chapter 12Q.

23.  Prohibition on Political Activity with City Funds. In performing the services
provided under the Trust Agreement, the Trustee shall comply with San Francisco Administrative
Code Chapter 12G, which prohibits funds appropriated by the City for this Trust Agreement from
being expended to participate in, support, or attempt to influence any political campaign for a
candidate or for a ballot measure. The Trustee is subject to the enforcement and penalty provisions
in Chapter 12G.

24,  Nondisclosure of Private, Proprietary or Confidential Information. If this Trust
Agreement requires the City to disclose “Private Information” to the Trustee within the meaning
of San Francisco Administrative Code Chapter 12M, the Trustee shall use such information
consistent with the restrictions stated in Chapter 12M and in this Trust Agreement and only as
necessary in performing the services provided under the Trust Agreement. The Trustee is subject
to the enforcement and penalty provisions in Chapter 12M.
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In the performance of services provided under the Trust Agreement, the Trustee may have

- access to the City’s proprietary or confidential information, the disclosure of which to third parties

may damage the City. If the City discloses proprietary or confidential information to the Trustee,

such information must be held by such Trustee in confidence and used only in performing the

Trust Agreement. The Trustee shall exercise the same standard of care to protect such information

as a reasonably prudent contractor would use to protect its own proprietary or confidential
information. '

25.  Consideration of Criminal History in Hiring and Employment Decisions. The
Trustee agrees to comply fully with and be bound by all of the provisions of Chapter 12T, “City
Contractor/Subcontractor Consideration of Criminal History in Hiring and Employment
Decisions,” of the San Francisco Administrative Code (“Chapter 12T”), including the remedies
provided, and implementing regulations, as may be amended from time to time. The provisions of*
Chapter 12T are incorporated by reference and made a part of this Trust Agreement. The text of
Chapter 12T is available on the web at http://sfgov.org/olse/fco. A partial listing of some of the
Trustees’ obligations under Chapter 12T is set forth in this Section. The Trustee is required to
comply with all of the applicable provisions of Chapter 12T, irrespective of the listing of
obligations in this Section. Capitalized terms used in this Section and not defined in this Trust
Agreement shall have the meanings assigned to such terms in Chapter 12T.

The requirements of Chapter 12T shall only apply to the Trustee’s operations to the extent
those operations are in furtherance of the performance of this Trust Agreement, shall apply only
to applicants and employees who would be or are performing work in furtherance of this Trust
Agreement, and shall apply when the physical location of the employment or prospective
employment of an individual is wholly or substantially within the City of San Francisco which
excludes City property. Chapter 12T shall not apply when the application in a particular context.
would conflict with federal or state law or with a requirement of a government agency
implementing federal or state law.

26. Reserved.

27.  Submitting False Claims; Monetary Penalties. The full text of San Francisco
Administrative Code §§ 21.35, including the enforcement and penalty provisions, is incorporated
into this Trust Agreement. Under San Francisco Administrative Code §21.35, any contractor,
subcontractor or consultant who submits a false claim shall be liable to the City for the statutory
penalties set forth in that section. A contractor, subcontractor or consultant will be deemed to have
submitted a false claim to the City if the contractor, subcontractor or consultant: (a) knowingly
presents or causes to be presented to an officer or employee of the City a false claim or request for
payment or approval; (b) knowingly makes, uses, or causes to be made or used a false record or
statement to get a false claim paid or approved by the City; (c) conspires to defraud the City by
getting a false claim allowed or paid by the City; (d) knowingly makes, uses, or causes to be made
or used a false record or statement to conceal, avoid, or decrease an obligation to pay or transmit

“money or property to the City; or (¢) is a beneficiary of an inadvertent submission of a false claim
to the City, subsequently discovers the falsity of the claim, and fails to disclose the false claim to
the City within a reasonable time after discovery of the false claim.
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28.  Conflict of Interest. By entermg into the Trust Agreement, the Trustee certifies that .
it does not know of any fact which constitutes a violation of Section 15.103 of the City’s Charter;
Article III, Chapter 2 of City’s Campaign and Governmental Conduct Code; Title 9, Chapter 7 of
the California Government Code (Section 87100 et seq.), or Title 1, Division 4, Chapter 1, Article
4 of the California Government Code (Section 1090 et seq.), and further agrees promptly to notify
the City if it becomes aware of any such fact during the term of this Trust Agreement.

29.  Assignment. The services provided under the Trust Agreement to be performed by
the Trustee are personal in character and neither this Trust Agreement nor any duties or obligations
may be assigned or delegated by the Trustee unless first approved by the City by written instrument
executed and approved in the same manner as this Trust Agreement. Any purported assignment
made in violation of this provision shall be null and void.

30.  Food Service Waste Reduction Requirements. The Trustee shall comply with the
Food Service Waste Reduction Ordinance, as set forth in San Francisco Environment Code
Chapter 16, including but not limited to the provided remedies for noncompliance.

31. Cooperative Drafting. This Trust Agreement has been drafted through a
cooperative effort of the City and the Trustee, and all parties have had an opportunity to have the
Trust Agreement reviewed and revised by legal counsel. No party shall be considered the drafter -
of this Trust Agreement, and no presumption or rule that an ambiguity shall be construed against
the party drafting the clause shall apply to. the interpretation or enforcement.of this Trust
Agreement. : : .

32.  Laws Incorporated by Reference. The full text of the laws listed in this Appendix,
including enforcement and penalty provisions, are incorporated into this Trust Agreement by
reference. The full text of the San Francisco Municipal Code provisions incorporated by reference
in this Appendix are available at www.sfgov.org under “Open Gov.”

33. Su;zar—Sweetened Beverage Prohibition. The Trustee agrees that it will not sell,
provide, or otherwise distribute Sugar-Sweetened Beverages, as defined by San Francisco
Administrative Code Chapter 101, as part of its performance of this Trust Agreement.

34.  First Source Hiring Program. The Trustee must comply with all of the provisions
. of the First Source Hiring Program, Chapter 83 of the San Francisco Administrative Code, that
apply to this Trust Agreement, and the Trustee is subject to the enforcement and penalty provisions
in Chapter 83.

10
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IN WITNESS WHEREOF, the parties hereto have caused this First Supplemental Trust
Agreement to be duly executed by their officers duly authorized as of the date first above written.

CITY AND COUNTY OF SAN ,
FRANCISCO FINAN CE CORPORATION
By:_
President
(SEAL) ’
ATTEST: -
- Secretary

Approved As To Form:

Dennis J. Herrera

City Attorney

By:

Deputy City Attorney
| U.S. BANK NATIONAL ASSOCIATION,
as Trustee
By: :
Authorized Officer
Acknowledged by:
CITY AND COUNTY OF SAN
FRANCISCO ‘
By:
Mayor
ATTEST:
Clerk of the Board

(Signature page to First Supplemental Trust Agreement)
S-1
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SPB draft 04-06-2018

RECORDING REQUESTED BY:
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION

When Recorded Mail To:

Squire Patton Boggs (US) LLP
275 Battery Street, Suite 2600
San Francisco, California 94111
Attention: Nathan Treu, Esq.

FIRST AMENDMENT TO MASTER LEASE

By and Between the
CITY AND COUNTY OF SAN FRANCISCO fINANCE CORPORATION, as lessor
and the
CITY AND COUNTY OF SAN ERANCISCO, as lessee }

Dated as of June 1, 2018

NO DOCUMENTARY TRANSFER TAX

This First Amendment to Master Lease is exempt pursuant to
Section 610.3 of the California Government Code

010-8608-0951/2/AMERICAS

1372



Section 1.01A.

Section 2.01A.
Section 2.02A.
Section 2.03A.
Section 2.04A.

Section 3.01A.
Section 3.02A.

Section 4.01A.
Section 4.02A.
Section 4.03A.
Section 4.04A.
Section 4.05A.

Section 5.01A.
Section 5.02A.

Section 6.01A.
Section 6.02A.

Section 7.01A

TABLE OF CONTENTS

ARTICLE I
DEFINITIONS

Additional DefINItIONS ....vvvreeerieeiereerecireeeree s st seeeeres e esteasesaeaseneesenes

................

' ARTICLE II
LEASE OF FACILITIES; TERM .

Release of PrOPerty.....ccccviivcicrnienenernnecinerenrcennereenieseseennssesesesenens
Lease 0f Facilities. ....cceerevmmiimecnncticnrctsecnne et
Term; OCCUPANICY ...evvvererrermieiiiereiierecerrenienitsestesesessesesae et esssteseeesesens
Effect of this First Amendment t0 Lease.......coveerveerrrenereneerirersseeenenens

ARTICLE HI
RENTAL PAYMENTS

ARTICLE IV
COVENANTS

Quiet Enjoyment........occeevevercercninnensee e iteestentestresteaneneanesaeaseratrranneanaeses :
Corporation Not Liable.......c.uvcuermecreeeresemnersernnascseesecssseees S

ASSIZNMENT 1....vrvevee i esess it st sessesses sttt ensasssssaeseesassesaesans
TAX COVEIANTS .evvietieierrsrrereeeeerrreesesesreneeeseesecessameesesessnorsessssesssossessens

ARTICLE V
DISCLAIMER OF WARRANTIES; USE OF THE PROJECT

DiSClATMET OF WAITAMIES v vevvveeeerereereesesseeseseensessessesessesesssssssessesennes
UsSE OF the FaCIILIES cuveviviiviieiereeticreeeceeteereeessnesisssessesssarsssbessrseessnsaees

ARTICLE VI
ASSIGNMENT AND INDEMNIFICATION

Assignment by COTPOration........ceuserereereeesssesinsesnieesssesssssenssessesassens
Indemmification......c.cveieiiimii e

ARTICLE VII
MISCELLANEOUS

LaW GOVEITUNG v eoverrrereereerieerreseseresssssssessesessesasseseessessssessssssessesessenne

010-8608-0951/2/AMERICAS

...............

...............

...............

...............

...............

...............

...............

...............

...............

...............

...............

...............

...............

...............

..............

Page



TABLE OF CONTENTS

(continued)
Page
Section 7.02A. Validity and Severability........cccocovereerverrennnne Seeereneesrennesanneaerensd reteeesseerentessasanarenes 7
Section 7.03A. Net Lease.......cocevrueerenenererenerienesensennnees ettt ettt e b e et s saenene 7
SECtION 7.04A. TaXES...cciieriuriumrrinnrisrisirisserse sttt s s st 7
Section 7.05A. Article and Section Headings .......coceeveerrereninerccerennreriesiseesssesenssisecseseessssssenes 7
Section 7.00A. EXECULION....ccrueuirertrireerieieeereeieetetritreretsasasste s ste et ba st essebessasserssssssesssnansnes 8
Section 7.07A. Trustee a Third Party Beneficiary .......occcvevrevevnenee RO OO 8
Section 7.08A. Amendments.............. e eeret et a b et et bttt se et st e st b eabe b et et e renb et sreseann 8
Section 7.09A. City Requirements............ eeeeereeneeenrerenseses revereenens ettt sttt n et en 8
V Description of the Facilities .....ccccccrrerrrieeneeennenereneiieerecreraneenne ceererene s sssnn Exhibit A
Description 0f the SIte ....i i Exhibit B
Base Rental Payment Schedule..........ccccvvieveeceereceenieircrecerennee. vt ST Exhibit C
Description of Released Property T S Exhibit D-
ii

010-8608-0951/2/AMERICAS

1374



THIS FIRST AMENDMENT TO MASTER LEASE (the “First Amendment to Lease”), is
made and entered into as of June 1, 2018, by and between the CITY AND COUNTY OF SAN
FRANCISCO FINANCE CORPORATION, a nonprofit public benefit corporation, duly
organized and existing under and by virtue of the laws of the State of California, as lessor (the
“Corporation”) and the CITY AND COUNTY OF SAN FRANCISCO, a charter city and county
and municipal corporation, duly organized and existing under-and by virtue of its Charter and the
Constitution of the State of California, as lessee (the “City”). ‘

RECITALS

WHEREAS, the Corporation is a nonprofit public benefit corporation, duly organized and
existing under and pursuant to the California Nonprofit Public Benefit Corporation Law, being
Part 2 of Title 1 (commencing with Section 5110) of the California Corporation Code (the “Law™),
and is authorized pursuant to the Law to borrow money for the purpose, among other things, of
financing public capital improvements for the City; and

WHEREAS, the City and the Corporation previously entered into a Master Lease, dated
as of March 1, 2009 (the “Master Lease”), by and between the Corporation as lessor and the City
as lessee pursuant to Section 16.109(d) of the Charter, which provides for the City to enter into
obligations, including lease financing obligations, secured by and/or repaid from any available
funds pledged or appropriated by the Board of Supervisors of the City for the acquisition,
construction, reconstruction, rehabilitation and/or improvement of real property and/or facilities
that will be operated by the San Francisco Public Library (the “Library”) for Library purposes and
for the purchase of equlpment relating to such real property and/or facilities; and

WHEREAS, the City is entering into this First Amendment to Lease pursuant to Article
XIII of the Master Lease and Section 16.109(d) of the Charter; the Master Lease, as supplemented
by this First Amendment to Lease, is referred to herein as the “Lease”; and

WHEREAS, the Corporation and U.S. Bank National Association, a national banking
association duly organized and existing under and by virtue of the laws of the United States, as
successor trustee (the “Trustee”), previously entered into a Master Trust Agreement dated as of
March 1, 2009 (the “Master Trust Agreement”) in connection with the issuance by the Corporation
of $34,265,000 in principal amount of Lease Revenue Bonds, Series 2009A (Branch Library
Improvement Program) (the “Series 2009A Bonds™), proceeds of which Series 2009A Bonds were
used to design and construct certain improvements (the “2009 Project”); and

WHEREAS, the Corporation will issue its $[xx,xxx],000 principal amount of Refunding
Lease Revenue Bonds, Series 2018B (Branch Library Improvement Program) (the “Series 2018
Bonds™) pursuant to the Master Trust Agreement and the First Supplemental Master Trust
Agreement of even date herewith, between the Corporation and the Trustee (the “First
Supplemental Trust Agreement” and, together with the Master Trust Agreement, the “Trust
Agreement™); and . :

WHEREAS, the Corporation and the City intend to use a portion of the proceeds from -

the sale of the Series 2018 Bonds to redeem and refund the Series 2009A Bonds (and thereby
refinance the 2009 Project); and
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" WHEREAS, the City previously entered into a Facilities Lease, dated as of March 1,2009
(the “Original Facilities Lease”), by and between the City as lessor and the Corporation as lessee
under which the Corporation leased certain facilities (the “Original Facilities”) and certain real
property (the “Original Site”) from the City; and

WHEREAS, pursuant to a First Amendment to Facilities Lease dated as of June 1, 2018 -
* (the “First Amendment to Facilities Lease™), which is recorded concurrently herewith, between
the City, as lessor, and the Corporation, as lessee, the Corporation- will lease certain
[additional][substituted] facilities (the “2018 Facilities,” which, together with the Original
Facilities, as modified by the First Amendment to Facilities Lease, are also referred to herein as
- the “Facilities”) and certain [additional][substituted] real property from the City (the “2018 Site,”
which, together with the Original Site, as modified by the First Amendment to Facilities Lease, is
also referred to herein as the “Site”); the Original Facilities Lease, as supplemented by the First
Amendment to Facilities Lease, is referred to herein as the “Facilities Lease™; and

WHEREAS, pursuant to the Lease, the Corporation will lease the Facilities and use
amounts received from the City as Base Rental (as hereinafter defined) under the Lease to pay debt
- service on the Series 2018 Bonds and any additional Parity Bonds (collectively, the “Bonds”); and

WHEREAS, pursuant to and in accordance with certain provisions of the Trust Agreement
and the Lease, the Corporation may issue additional Parity Bonds payable from Base Rental on a
parity with the Series 2018 Bonds, for the purpose of financing the construction, reconstruction,
rehabilitation and/or improvement of the additional components of the Project; and

WHEREAS, all acts, conditions and things required by law to exist, to have happened and
to have been performed precedent to and in connection with the execution and entering into of this
First Amendment to Lease do exist, have happened and have been performed in regular and due
- time, form and manner as required by law, and the parties hereto are now duly authorized to
execute and enter into this First Amendment to Lease;

NOW, THEREFORE, in consideration of the mutual covenants and agreements
hereinafier contained, the parties hereto agree as follows:

ARTICLE I

DEFINITIONS

Section 1.01A. Additional Definitions. (a) All capitalized terms used in this First
Amendment to Lease and not otherwise defined shall have the meanings given to such terms in
the Lease and the Trust Agreement. From and after the effective date of this instrument, the
following new definitions shall be added to Section 1.01 of the Lease, in alphabetical order, to read
as follows:

2018 Assignment Agreement” means that certain Ass1gnment Agreement dated as of
Tune 1, 2018, which is recorded concurrently herewith, by and between the Corporation and the
Trustee, and amends the Assignment Agreement (as previously amended and supplemented), as
such 2018 Assignment Agreement may be amended from time to time.
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“2018 Facilities” means the facilities described in EXhlblt A attached hereto and made a
part hereof.

“2018 Site” means the real property described in Exhibit B attached hereto and made a part
hereof. : :

(b)  the following definitions are amended and restated as follows:

“Base Rental Payment Date” means any date on which Base Rental is scheduled to be paid
hereunder, being [December 1] and [June 1] of each year commencing on [December 1, 2018]
(subject to the provisions of Section 3 01 hereof).

ARTICLE I
RELEASE OF CERTAIN PROPERTY; LEASE OF FACILITIES; TERM

Section 2.01A. Release of Property. The property described in Exhibit D hereto is
hereby released from the Lease and shall no longer constitute part of the Facilities and the Site.
~ The Corporation does hereby remise, release and terminate all of its leasehold interest in and to
the real property described in Exhibit D and the improvements thereon. The City does hereby
remise, release and terminate all of its sub-leasehold interest (but not its fee interest) in and to the
real property described in Exhibit D and the improvements thereon.

Section 2.02A. Lease of Facilities. The Corporation hereby leases to the City, and
the City hereby leases from the Corporation, the Facilities and the Site on the terms and conditions
set forth herein and in the Master Lease. The Facilities described in this First Amendment to Lease
shall be the “Facilities” under the Master Lease and the Site described in this First Amendment to
Lease shall be the “Site” under the Master Lease. The City hereby agrees and covenants that during
the term hereof, except as provided herein, it will use the Facilities for public purposes, and the
City hereby further agrees and covenants that, during the term hereof, it will not abandon or vacate
the . Facilities or any portion thereof (unless such Facilities are condemned as provided for in
Section 8.01 of the Master Lease). :

Section 2.03A. Term; Occupancy. The term of this First Amendment to Lease
shall commence on the date of issuance and delivery of the Series 2018 Bonds and shall end on
[July 15, 20[28][331].

If on the final maturity date of any of the Series 2018 Bonds, the Series 2018 Bonds shall
- not have been fully paid, or provision therefor made, then the term of this First Amendment to
Lease shall be extended until ten (10) days after all Series 2018 Bonds shall have been fully paid,
or provision therefor made, or otherwise discharged, provided that in no event shall the term of

- this First Amendment to Lease extend beyond [July 15, 20[29][34]].

Section 2.04A. Effect of this First Amendment to Lease. On and after the .
effective date of this instrument, (i) each reference in the Master Lease to the Facilities shall mean
the “Facilities” as defined and described in this First Amendment to Lease; (ii) each reference to
Site shall mean the “Site” as defined and described in this Second Amendment to Lease. Except
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as expressly provided in this First Amendment to Lease, the Master Lease shall continue in full
force and effect in accordance with the terms and provisions thereof, as amended hereby.

ARTICLE I

 RENTAL PAYMENTS

Section 3.01A. Base Rental. The City shall pay to the Corporation as Base Rental
for the use and occupancy of the Facilities (subject to the provisions of Sections 2.02, 3.01 and
7.01 of the Master Lease) the amounts at the times specified in and in accordance with the Base
Rental Payment Schedule set forth in Exhibit C hereto which is incorporated herein by this
reference. The City’s obligation to pay Base Rental payments shall be limited solely to Net Open

- Space Fund Property Tax Revenues. Base Rental shall be payable commencing on [December 1,
2018].and on each [December 1] and [June 1] thereafter during the term of this First Amendment
to Lease. Base Rental shall be for the use and occupancy of the Facilities for the Fiscal Year in
which such [December 1] and [June 1] occurs. If the term of this First Amendment to Lease shall
be extended pursuant to Section 2.02A hereof, the payments of Base Rental shall continue to and
including such time this First Amendment to Lease shall terminate in accordance with Section
2.02A hereof :

Section 3.02A. Fair Rental Value. The City hereby confirms that the payments of
Base Rental and Additional Rental during the term of the Master Lease, as amended by this First
~ Amendment to Lease, shall constitute the total rental for the City’s use and occupancy of the
Facilities for the Fiscal Year in which such payments are scheduled to be made, and the parties -
hereto have agreed and determined that such total rental represents the fair rental value of the
Facilities. In making such determination, consideration has been given to the costs of refinancing
“the 2009 Project by the Corporation, the uses and purposes served by the 2009 Project, and the
benefits which will accrue to the Corporatlon, the City and the general public therefrom and from
the refinancing thcrcof

ARTICLE IV
COVENANTS

Section 4.01A. Quiet Enjoyment. The parties hereto mutually covenant that the
City, by keeping and performing the covenants and agreements herein contained, shall at all times
during the term of this First Amendment to Lease peaceably and quietly have, hold and enjoy the
Facilities without suit, trouble or hindrance from the Corporation.

Section 4.02A. " Corporation Not Liable. The Corporation and its members,
officers, agents and employees, shall not be liable to the City or to any other party whomsoever
-for any death, injury or damage that may result to any person or property by or from any cause
whatsoever in, on or about the Facilities. The City shall indemnify and hold the Corporation and
its members, officers, agents and employees, and the Trustee and its officers, agents and employees.
harmless from, and defend each of them against, any and all claims, liens and judgments arising
from the construction or operation of the Facilities, including, without limitation, death of or injury
to any person ‘or damage to property whatsoever occurring in, on or about the Facilities, but
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excepting claims, liens and judgments arising from the active negligence of the person or entity
seeking indemnity. The provisions of this section shall survive the termination of this First
Amendment to Lease.

Section 4.03A. Assignment. Neither this First Amendment to Lease nor ‘any
interest of the City hereunder shall be mortgaged, pledged, assigned, sublet or transferred by the
City by voluntary act or by operation by law or otherwise, except with the prior written consent of
the Corporatlon, which shall not be unreasonably withheld.

Section 4.04A. Tax Covenants. The City covenants that it shall not take any action,
or fail to take any action, if such action or failure to take such action would result in the interest
on the Series 2018 Bonds not being excluded from gross income for federal income tax purposes
under Section 103 of the Code. Without limiting the generality of the foregoing, the City covenants
that it shall comply with the requirements of the Tax Compliance Certificate, dated as of the date
of delivery of the Series 2018 Bonds and executed and delivered by the City and Corporation,
which is incorporated herein as if fully set forth herein. This covenant shall survive the payment
in full or the defeasance of the Series 2018 Bonds. S

(a)  Inthe event that at any time the City is of the opinion that for purposes of
this Section 4.04A it is necessary or helpful to restrict or limit the yield on the investment
of any moneys held by the Trustee under the Trust Agreement, the City shall so instruct
the Corporation and the Trustee in a Request of the City accompanied by an Opinion of
Bond Counsel. .

(b)  Notwithstanding any provisions of this Section 4.044, if the City provides
an Opinion of Bond Counsel to the effect that any specified action required under this
Section 4.04A is no longer required or that some further or different action is required to
maintain the exclusion from federal income tax of interest on the Series 2018 Bonds, the
Trustee may conclusively rely on such opinion in complying with the requirements of this
Section 4.04A and the Tax Compliance Certificate, and the covenants hereunder shall be
deemed to be modified to that extent.

Section 4.05A. Continuing Disclosure. The City, on behalf of the Corporation,
hereby covenants and agrees to comply with and carry out all of the provisions of the continuing
disclosure certificate for the Series 2018 Bonds (the “Continuing Disclosure Certificate™).
Notwithstanding any other provision of this Second Amendment to Lease, failure by the City to

comply with the Continuing Disclosure Certificate shall not constitute a default hereunder or under
the Trust Agreement or any Parity Bond Instrument; provided, however, that any Participating
Underwriter (as defined in each Continuing Disclosure Certificate) or any Owner or beneficial
owner of Series 2018 Bonds may take such action as may be necessary and appropriate to compel
performance by the City of its obligations under this Section 4.05A, including seeking mandamus
or specific performance by court order. All capitalized terms used but not defined in this Section -
4.05A shall have the meanings given in the Continuing Disclosure Certificate.
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ARTICLE V

DISCLAIMER OF WARRANTIES; USE OF THE PROJECT

Section 5.01A. Disclaimer of Warranties. THE CORPORATION MAKES NO
AGREEMENT, WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS
TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR FITNESS FOR
PARTICULAR PURPOSE OR FITNESS FOR USE OF THE FACILITIES, OR WARRANTY
WITH RESPECT THERETO. THE CITY ACKNOWLEDGES THAT THE CORPORATION IS
NOT A MANUFACTURER OF ANY PORTION OF THE FACILITIES OR THE PROJECT OR
A DEALER THEREIN AND THAT THE CITY LEASES THE FACILITIES AS-IS, IT BEING
AGREED THAT ALL OF THE AFOREMENTIONED RISKS ARE TO BE BORNE BY THE
. CITY. In no event shall the Corporation be liable for any incidental, indirect, special or
consequential damage in connection with or arising out of this First Amendment to Lease or the
existence, furnishing, functioning or the City’s use of the Facilities as provided hereby.

Section 5.02A. - Use of the Facilities. The City will not use, operate or maintain the
Facilities improperly, carelessly, in violation of any applicable law or in a manner contrary to that
contemplated hereby. The City shall obtain all permits and licenses, if any, necessary for the use
of the Facilities. In addition, the City agrees to comply in all respects with all laws of the
jurisdictions in which its operations involving any portion of the Facilities may extend and any
legislative, executive, administrative or judicial body exercising any power or jurisdiction over the
Facilities; provided, that the City may contest in good faith the validity or application of any such

_law or rule in any reasonable manner which does not, in the opinion of the Trustee, adversely affect
the estate of the Corporation in and to the Facilities or its interest or rights hereunder.

ARTICLE VI

ASSIGNMENT AND INDEMNIFICATION

Section 6.01A. Assignment by Corporation. The parties understand that this First
Amendment to Lease and the rights of the Corporation hereunder will be assigned to the Trustee
pursuant to the Assignment Agreement, and, accordingly, the City agrees to make all rental -
payments due hereunder directly to the Trustee, notwithstanding any claim, defense, setoff or

" counterclaim whatsoever (whether arising from a breach hereof or otherwise) that the City may
from time to time have against the Corporation. The City agrees to execute all documents,
including notices of assignment and chattel mortgages or financing statements, which may be
reasonably requested by the Corporation or the Trustee to protect their interests in the Facilities
during the term hereof.

Section 6.02A. Indemnification. The City shall, to the full extent then permitted
by law, indemnify, protect, hold harmless, save and keep harmless the Corporation and its .
- members, officers and employees (other than the negligence or willful misconduct of the
. Corporation, or its members, officers and employees), and reasonable expenses in connection
therewith, including, without limitation, reasonable counsel fees and expenses, penalties and
interest arising out of or as the result of the entering into of this First Amendment to Lease, the
payment of the costs of the Improvements or any accident in connection with the operation, use,
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condition or possession of the Facilities or any portion thereof resulting in damage to property or
injury to or death to any person, including, without limitation, any claim alleging latent and other
defects, whether or not discoverable by the Corporation or the City; any claim for patent, trademark -
or copyright infringement; any claim arising out of strict liability in tort; the presence on, under or
about, or release from the Facilities, or any portion thereof, of any substance, material or waste
which is or becomes regulated or classified as hazardous or toxic under State, local or federal law
and the violation of, or non-compliance with, any such laws by the City. The indemnification
arising under this Section 6.02A shall continue in full force and effect notwithstanding the full
payment of all obligations hereunder or the termination hereof for any reason. The City agrees not
to withhold or abate any portion of the payments required pursuant hereto by reason of any defects,
malfunctions, breakdowns or infirmities of the Facilities. The Corporation and the City mutually
agree to promptly give notice to each other of any claim or liability hereby indemnified against
- following either’s learning thereof.

ARTICLE VII

MISCELLANEOUS

Section 7.01A. Law Governing. This Lease shall be goizemed exclusively by the
laws of the State of California as the same from time to time exist. :

Section 7.02A. Validity and Severability. If for any reason this First Amendment
to Lease shall be held by a court of competent jurisdiction to be void, voidable, or unenforceable
by the Corporation or by the City, or if for any reason it is held by such a court that any of the
covenants and conditions of the City hereunder, including the covenant to pay rentals hereunder,
‘is unenforceable for the full term hereof, then and in such event this First Amendment to Lease is
and shall be deemed to be a Lease under which the rental payments due in any Fiscal Year of the
City are subject to annual appropriation and are to be paid by the City annually in consideration of
the right of the City to possess, occupy and use the Facilities, and all of the rental and other terms,
provisions and conditions of this First Amendment to Lease, except to the extent that such terms,
provisions and conditions are contrary to or inconsistent with such holding, shall remain in full
force and effect.

Section 7.03A. Net Lease. This Lease shall be deemed and construed to be a “net
lease” and the City hereby agrees that the rentals provided for herein shall be an absolute net return
to the Corporation, free and clear of any expenses, charges or set-offs whatsoever.

Section 7.04A. Taxes. The parties understand and agree that the Facilities
constitute public property free and exempt from all taxation; however, the Corporation agrees to
take whatever steps may be necessary, upon written request by the City, to contést any proposed
valuation, the amount of any proposed tax or assessment, or to take steps necessary to recover any
tax or assessment paid. The City agrees to reimburse the Corporation for any and all costs and
expenses thus incurred by the Corporation. '

Section 7.05A. Article and Section Headings. All article and section headings
contained herein are for convenience of reference only and are not intended to define or limit the
scope of any provision of this First Amendment to Lease.
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. Section 7.06A. Execution. This Lease may be executed in any number of
counterparts, each of which shall be deemed to be an original, but all together shall constitute but
one and the same Lease. It is also agreed that separate counterparts of this First Amendment to
Lease may separately be executed by the Corporation and the City, all with the same force and
effect as though the same counterpart had been executed by both the Corporation and the City.

Section 7.07A. Trustee a Third Party Beneficiary.: The Trustee is hereby
designated as a third party beneficiary hereunder for the purpose of enforcing any of the rights
" hereunder assigned to the Trustee under the Assignment Agreement.

Section 7.08A. Amendments. This First Amendment to Lease fnay be amended in
the manner provided in Section 15.09 of the Master Lease. '

Section 7.09A. - City Requirements. The Master Lease is hereby amended by
deleting Sections 15.10 through 15.33 thereof and Section 15.36 thereof, replacing said sections
in their entirety by the insertion of the sections set forth below in this Section 7.09A (i.e., Sections
10 through 30), by renumbering “Section 15.34” of such Master Lease as “Section 15.31,” by
renumbering “Section 15.35” of such Original Facilities Lease as “Section 15.32,” and by
renumbering “Section 15.38” of such Original Facilities Lease as “Section 15.33:

10.  Nondiscrimination; Penalties.
(&  Non-Discrimination in Contracts.

The Corporation shall comply with the provisions of Chapters 12B and 12C of'the San
Francisco Administrative Code. The Corporation shall incorporate by reference in any
subcontracts the provisions.of Sections12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco
Administrative Code and shall require any subcontractors to comply with such provisions. The
Corporation is subject to the enforcement and penalty provisions in Chapters 12B and 12C.

(b)  Nondiscrimination in the Provision of Employee Benefits. San Francisco
Administrative Code 12B.2.

The Corporation does not as of the date of this Lease, and will not during the term of this
Lease, in any of its operations in San Francisco, on real property owned by San Francisco, or where-
work is being performed for the City elsewhere in the United States, discriminate in the provision
of employee benefits between employees with domestic partners and employees with spouses
and/or between the domestic partners and spouses of such employees, subject to the conditions set
forth in San Francisco Administrative Code Section12B.2.

©) Condition to Contract.

As a condition to the Lease, the Corporation shall execute the “Chapter 12B Declaration:
Nondiscrimination in Contracts and Benefits” form. (form HRC-12B-101) with supporting
documentation and secure the approval of the form by the San Francisco Human Rights
Commission. '
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11.  MacBride Principles—Northern Ireland.

The. provisions of San Francisco Administrative Code §12F are incorporated by this
reference and made part of this Lease. By entering into this Lease, the Corporation confirms that
it has read and understood that the City urges companies doing business in Northern Ireland to
resolve employment inequities and to abide by the MacBride Principles, and urges San Francisco
companies to do business with corporations that abide by the MacBride Principles. ~

12.  Tropical Hardwood and Virgin Redwood Ban.

Under San Francisco Environment Code Section 804(b), the City urges the Corporation not to
import, purchase, obtain, or use for any purpose, any tropical hardwood, tropical hardwood wood
product, virgin redwood or virgin redwood wood product.

13.  Alcohol and Drug-Free Workplace.

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

14.  Compliance with Americans with Disabilities Act.

The Corporation shall provide the services specified in the Lease in a manner that
complies with the Americans with Disabilities Act (ADA), including but not limited to Title II’s
program access requirements, and all other applicable federal, state and local disability rights
legislation. ' :

15.  Sunshine Ordinam_:e. '

The Corporation acknowledges that this Lease and all records related to its formation, such
Corporation’s performance of services provided under the Lease, and the City’s payment are
subject to the California Public Records Act, (California Government Code §6250 et. seq.), and
the San Francisco Sunshine Ordinance, (San Francisco Administrative Code Chapter 67). Such
records are subject to public inspection and copying unless exempt from disclosure under federal,
state or local law.

16. Limitations on Contributions.

By executing this Lease, the Corporation acknowledges that it is familiar with section 1.126
of the City’s Campaign and Governmental Conduct Code, which prohibits any person who
contracts with the City for the rendition of personal services, for the furnishing of any material,
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supplies or equipment, for the sale or lease of any land or building, or for a grant, loan or loan
guarantee, from making any campaign contribution to (1) an individual holding a City elective
office if the contract must be approved by the individual, a board on which that individual serves,
or the board of a state agency on which an appointee of that individual serves, (2) a candidate for
the office held by such individual, or (3) a committee controlled by such individual, at any time
from the commencement of negotiations for-the contract until the later of either the termination of
negotiations for such contract or six months after the date the contract is approved. The prohibition
on contributions applies to each prospective party to the contract; each member of the
Corporation’s board of directors; the Corporation’s chairperson, chief executive officer, chief
financial officer and chief operating officer; any person with an ownership interest of more than
20 percent in such Corporation; any subcontractor listed in the bid or contract; and any committee
that is sponsored or controlled by such Corporation. The Corporation must inform each such
person of the limitation on contributions imposed by Section 1.126 and prov1de the names of the
persons required to be mformed to City.

17 . Requiring Minimum Compensation for Covered Employees.

The Corporation shall pay covered employees no less than the minimum compensation
required by San Francisco Administrative Code Chapter 12P. The Corporation is subject to the
enforcement and penalty provisions in Chapter 12P. By entering into this Lease, the Corporation
certifies that it is in compliance with Chapter 12P.

18. Requlrmg Health Benefits for Covered Employees

The Corporation shall comply with San Francisco Administrative Code Chapter 12Q The
‘Corporation shall choose and perform one of the Health Care Accountability options set forth in
San Francisco Administrative Code Chapter 12Q.3. The Corporation is subject to the enforcement
and penalty provisions in Chapter 12Q.

19.  Prohibition on Political Activity with City Funds.

: In performing the services provided under the Lease, the Corporation shall comply with
San Francisco Administrative Code Chapter 12G, which prohibits funds appropriated by the City
for this Lease from being expended to participate in, support, or attempt to influence any political
campaign for a candidate or for a ballot measure. The Corporation is subject to the enforcement
and penalty provisions in Chapter 12G.

20.  Nondisclosure of Private, Proprietary or Confidential Information.

If this Lease requires the City to disclose “Private Information” to the Corporation within
the meaning of San Francisco Administrative Code Chapter 12M, the Corporation shall use such
information consistent with the restrictions stated in Chapter 12M and in this Lease and only as

"necessary in performing the services provided under the Lease. The Corporation is subject to the
enforcement and penalty provisions in Chapter 12M. ‘

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

21 Consideration of Criminal History in Hiring and Employment Decisions.

The Corporation agrees to comply fully with and be bound by all of the provisions of
Chapter 12T, “City Contractor/Subcontractor Consideration of Criminal History in Hiring and -
Employment Decisions,” of the San Francisco Administrative Code (“Chapter 12T”), including
the remedies provided, and implementing regulations, as may be amended from time to time. The
provisions of Chapter 12T are incorporated by reference and made a part of this Lease. The text
of Chapter 12T is available on the web at http://sfgov.org/olse/fco. A partial listing of some of the
Corporations’ obligations under Chapter 12T is set forth in this Section. The Corporation is
required to comply with all of the applicable provisions of Chapter 12T, irrespective of the listing
of obligations in this Section. Capitalized terms used in this Section and not defined in this Lease
shall have the meanings assigned to such terms in Chapter 12T. ‘

The requirements of Chapter 12T shall only apply to the Corporation’s operations to the
extent those operations are in furtherance of the performance of this Lease, shall apply only to
applicants and employees who would be or are performing work in furtherance of this Lease, and
shall apply when the physical location of the employment .or prospective employment of an
individual is wholly or substantially within the City of San Francisco which excludes. City
property. Chapter 12T shall not apply when the application in a particular context would conflict
with federal or state law or with a requirement of a government agency implementing federal or
state law. ‘

22.  Reserved.
23.  Submitting False Claims; Monetary Penalties.

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

24, Conflict of Ihterest.‘

By entering into the Lease, the Corporation certifies that it does not know of any fact which
constitutes a violation of Section 15.103 of the City’s Charter; Article III, Chapter 2 of City’s
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Campaign and Governmental Conduct Code; Title 9, Chapter 7 of the California Government
Code (Section 87100 et seq.), or Title 1, Division 4, Chapter 1, Article 4 of the California
Government Code (Section 1090 et seq.), and further agrees promptly to notify the City if it
becomes aware of any such fact during the term of this Lease.

25. Assignmenr.

The services provided under the Lease to be performed by the Corporation are personal in
* character and neither this Lease nor any duties or obligations may be assigned or delegated by the
Corporation unless first approved by the City by written instrument executed and approved in the
same manner as this Lease. Any purported ass1gnment made in violation of this provision shall be
null and void.

26.  Food Service Waste Reduction Requirements.

The Corporation shall comply with the Food Service Waste Reduction Ordinance, as set
forth in San Francisco Environment Code Chapter 16, including but not limited to the provided
remedies for noncompliance.

27.  Cooperative Drafting.

This Lease has been drafted through a cooperative effort of the City and the Corporation,
and all parties have had an opportunity to have the Lease reviewed and revised by legal counsel.
No party shall be considered the drafter of this Lease, and no presumption or rule that an ambiguity
shall be construed against the party drafiing the clause shall apply to the interpretation or
- enforcement of this Lease.

28.  Laws Incorporated by Reference.

The. full text of the laws listed in this Appendix, including enforcement and penalty
provisions, are: incorporated into this Lease by reference. The full text of the San Francisco
Municipal Code provisions mcorporated by reference in this Appendix are avarlable at
www.sfgov.org under “Open Gov.”

29.  Sugar-Sweetened Beverége Prohibition.

The Corporation agrees that it will not sell, provide, or otherwise distribute Sugar-
Sweetened Beverages, as defined by San Francisco Administrative Code Chapter 101 as part of
its performance of this Lease.

30.  First Source Hiring Program.
' The Corporation must comply with all of the provisions of the First Source Hiring Program,

Chapter 83 ofthe San Francisco Administrative Code, that apply to this Lease, and the Corporation
is subject to the enforcement and penalty provisions in Chapter 83.
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IN WITNESS WHEREOF, the Corporation and the City have caused this First
Amendment to Lease to be executed by their respective officers thereunto duly authorized, all as
of the day and year first above written.

CITY AND COUNTY OF SAN FRANCISCO

FINANCE CORPORATION
By:
President
[SEAL]
Attest:
By: ‘
Secretary .
CITY AN]j COUNTY OF SAN FRANCISCO |
By:
Mayor
[SEAL]
Attest:
By:

Clerk of the Board of Supervisors

APPROVED AS TO FORM:

Dennis J . Herrera
City Attorney

By:

Deputy.City Attorney

(Signature page to First: Amendment to Master Lease)
' S-1
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CERTIFICATE OF ACCEPTANCE BY CITY AND COUNTY OF SAN FRANCISCO

This is to certify that the interest in real property conveyed by the First Amendment to
Master Lease, dated June 1, 2018, from the City and County of San Francisco Finance Corporation
to the City and County of San Francisco, a charter city and county and municipal corporation, is
hereby accepted by the undersigned on behalf of the Board of Supervisors pursuant to authority
conferred by ordinance of the Board of Supervisors adopted on | [, 2018, and the grantee
consents to recordation thereof

_ Dated: June 1, 2018

CITY AND COUNTY OF SAN FRANCISCO

By:

Mayor
[SEAL]
- Attest:

By:

Clerk, Board of Supervisors

APPROVED AS TO FORM:

Dennis J. Herrera

City Attorney
By: :
. Deputy City Attorney
(Signature page to Certificate of Acceptance)
S-2
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached, and
not the truthfulness, accuracy, or validity of that document.

STATE OF )
' )
COUNTY OF )
On : , before me, , Notary Public, personally appeared

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

1 certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)

010-8608-0951/2/AMERICAS

1389



A notary public or other officer completing this certificate verifies only the identity-
of the individual who signed the document to which this certificate is attached, and
not the truthfulness, accuracy, or validity of that document.

STATE OF )
)
COUNTY OF )
On___ , before me, , Notary Public, personally appeared

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature ‘ (Seal)
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EXHIBIT A
DESCRIPTION OF THE FACILITIES
The Facilities consist of portions of the Main Library building (consisting of approximately

I | square feet) on the lower (i.e., below ground) level and the ground floor of the Main

Library located at Civic Center Plaza, 100 Larkin Street, City and County of San Francisco,
California. '
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EXHIBIT B

DESCRIPTION OF THE SITE

The land referred to herein is situated in the State of Cahforma County of San Frantisco, City of
San Francisco, and described as follows: [CONFIRM NO CHANGES SINCE 2009, PER NEW
TITLE REPORT]

BEGINNING AT A POINT FORMED BY THE INTERSECTION OF THE EASTERLY LINE
OF LARKIN STREET AND THE NORTHERLY LINE OF GROVE STREET (EXTENDED
EASTERLY) AND RUNNING THENCE NORTHERLY ALONG THE EASTERLY LINE OF
LARKIN STREET 275 FEET;

THENCE AT A RIGHT ANGLE EASTERLY 412 FEET 6 INCHES TO THE WESTERLY
LINE OF HYDE STREET (EXTENDED SOUTHERLY);

THENCE AT A RIGHT ANGLE SOUTHERLY ALONG SAID LINE OF HYDE STREET (s0
EXTENDED) 275 FEET TO THE NORTHERLY LINE OF GROVE STREET (SO
“EXTENDED); AND

THENCE AT A RIGHT ANGLE WESTERLY ALONG SAID LINE OF GROVE STREET (SO
EXTENDED) 412 FEET 6 INCHES TO THE SAID EASTERLY LINE OF LARKIN STREET
AND THE POINT OF BEGINNING.

BEING A PORTION OF THE BLOCK OF LAND KNOWN AND DESIGNATED ON THE
OFFICIAL MAP OF THE CITY AND COUNTY OF SAN FRANCISCO AS “THE CITY
HALL LOT”.

APN: LOT 1, BLOCK 354
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EXHIBIT C

BASE RENTAL PAYMENT SCHEDULE

Rental Amount Amount Annual
Payment Attributable Atfributable -~  Base
Date to Principal to Interest Rental
C-1
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EXHIBIT D

DESCRIPTION OF RELEASED PROPERTY

The facilities consisting of portions of the Main Library building (consisting of approximately
264,530 square feet) on floors 2 through 6 of the Main Library located at Civic Center Plaza, 100
Larkin Street, City and County of San Francisco, California.
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SPB draft 04-06-2018

RECORDING REQUESTED BY:
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION

WHEN RECORDED MAIL TO:

Squire Patton Boggs (US) LLP
275 Battery Street, Suite 2600
San Francisco, California 94111
Attention: Nathan Treu, Esq.

APN(s): (Space above for Reéorder’s Use Only)
[ADDRESS], San Francisco :
ASSIGNMENT AGREEMENT
" by and between the

CITY AND COUNTY OF SAN FRANCISCO
FINANCE CORPORATION

and

U.S. BANK NATIONAL ASSOCIATION,

as Trustee
Dated as of June 1, 2018

NO DOCUMENTARY TRANSFER TAX
This Assignment Agreement is exempt pursuant to
Section 6103 of the California Government Code
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ASSIGNMENT AGREEMENT

This Assignment Agreement (the “Assignment Agreement”), dated as of June 1, 2018, by
and between the City and County of San Francisco Finance Corporation, a California nonprofit
corporation (the “Corporation”), and U.S. Bank National Association, a national banking
association duly organized and existing under and by virtue of the laws of the United States, as
trustee (the “Trustee™),

WITNESSETH:

- WHEREAS, the Corporation and the Trustee (as successor trustee to The Bank of New
York Mellon Trust Company, N.A.) previously have entered into a Master Trust Agreement dated
as of March 1, 2009 (the “Master Trust Agreement”) in connection with the issuance by the
Corporation of its $34,265,000 principal amount of Lease Revenue Bonds, Series 2009A (Branch
Library Improvement Program) (the “Series 2009A Bonds™);

WHEREAS, the Corporation will issue its $[xx,xxx],000 principal amount of Refunding
Lease Revenue Bonds, Series 2018B (Branch Library Improvement Program) (the “Series 2018
Bonds”) pursuant to the Master Trust Agreement and that certain First Supplemental Master Trust
Agreement of even date herewith, between the Corporation and the Trustee (the “First
Supplemental Trust Agreemen and, together with the Master Trust Agreement, the “Trust
Agreement”);

WHEREAS, the City-and County of San Francisco, a charter city and county and municipal
corporation duly organized and existing under and by virtue of the Constitution and laws of the
State of California (the “City”) previously has entered into a Facilities Lease, dated as of March 1,
2009 (the “Facilities Lease™), by and between the City as lessor and the Corporation as lessee;

WHEREAS, in connection with the issuance of the Series 2018 Bonds, the City has entered
into a First Amendment to Facilities Lease, dated as of June 1, 2018 (the ‘“First Amendment to
Facilities Lease”), by and between the City as lessor and the Corporation as lessee recorded
concurrently herewith (together, the Facilities Lease and the First Amendment to Facilities Lease
are referred to as the “Amended Facilities Lease”), pursuant to which the City has leased to the
Corporation the facilities described in Exhibit A attached hereto and made a part hereof and the
real property described in Exhibit B attached hereto and made a part hereof;

WHEREAS, the Corporation previously entered into a Master Lease, dated as of March 1,
2009 (the “Master Lease™), by and between the Corporation as lessor and the City as lessee;

WHEREAS, in connection with the issuance of the Series 2018 Bonds, the Corporation
has entered into a First Amendment to Master Lease, dated as of June t, 2018 (the “First
Amendment to Lease™), by and between the Corporation as lessor and the City as lessee recorded
concurrently herewith (together, the Master Lease and the First Amendment to Lease are referred
to herein as the “Amended Lease”), pursuant to which the Corporation has leased back to the City
- the facilities described in Exhibit A attached hereto and made a part hereof and the real property -
described in Exhibit B attached hereto and made a part hereof;
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WHEREAS, the Corporation desires to assign to the Trustee without recourse all its rights,
title and interest as lessor under the First Amendment to Facilities Lease and the First Amendment
to Lease; and

WHEREAS, all acts, conditions and things required by law to exist, to have happened and
to have been performed precedent to and in connection with the execution and entering into of the
Assignment Agreement do exist, have happened and have been performed in regular and due time,
form and manner as required by law, and the parties hereto are now duly authorized to execute and
enter into the Assignment Agreement;

NOW THEREFORE, in consideration of the premises and of the mutual agreements and
covenants contained herein and for other valuable consideration, the parties hereto do hereby agree
as follows: '

SECTION 1. Definitions.

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them
in the Amended Lease or the Trust Agreement as appropriate.

SECTION 2. Assignment.

The Corporation, for the sum of one dollar and other good and valuable consideration, the
receipt of which is hereby acknowledged, does hereby unconditionally grant, transfer and assign
to the Trustee, without recourse, all its rights, title and interest under the First Amendment to Lease
and the First Amendment to Facilities Lease, including without limitation the following: (i) all its
rights to receive the Base Rental payments scheduled to be paid by the City under and pursuant to
the First Amendment to Lease, (ii) all rents, profits, products and proceeds from the Facilities to
which the Corporation has any right or claim whatsoever under the First Amendment to Lease or
the First Amendment to Facilities Lease, other than Additional Rental not payable to the Trustee,
(iii) the right to take all actions and give all consents under the First Amendment to Lease and the
First Amendment to Facilities Lease, (iv) any right of access provided in the First Amendment to
Lease and the First Amendment to Facilities Lease, (v) any and all other rights and remedies of
the Corporation in the First Amendment to Facilities Lease as lessee thereunder and the First -
Amendment to Lease as lessor thereunder (other than the right to indemnification under Section
11.02 of the Amended Lease).

SECTION 3. Acceptance.

"The Trustee hereby accepts the foregoing assignment for the benefit of the owners of the
Series 2018 Bonds and any Parity Bonds, solely in its capacity as Trustee, subject to the conditions
and terms ofthe Trust Agreement, and all such rights and obligations so assigned shall be exercised
* by the Trustee as provided in the Trust Agreement.

SECTION 4. Termination of Assignment.

When the First Amendment to Facilities Lease and the First Amendment to Lease shall
have been terminated, and all amounts paid by or on behalf of the City under the First Amendment
to Lease, the Assignment Agreement shall become and be void and of no further force and effect

2
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and the Trustee shall execute any and all certificates or documents reasonably requested by the
Corporation to evidence the termination of the Assignment Agreement.

SECTION 5. Protections of the Trustee.

The Trustee may rely upon and shall be protected in acting or refraining from acting upon
the basis of any bond, certificate, consent, notice, opinion, order, request, report, resolution or
other paper or document believed by it to be genuine and to have been signed or presented by the
proper party or parties. The Trustee may consult with counsel, who may be counsel of or to the
City or the Corporation, with regard to legal questions, and the opinion of such counsel shall be
full and complete authorization and protection in respect of any action taken or suffered or omitted
by it hereunder in good faith and in accordance therewith.

Whenever in the administration of the rights, title and interest assigned hereby the Trustee
shall deem it necessary or desirable that a matter be proved or established prior to taking or
suffering or omitting any action hereunder, such matter may be deemed to be conclusively proved
and established by a written certificate of the City or the Corporation, and such certificate shall be
full warrant to the Trustee for any action taken or suffered or omitted in good faith under the
provisions of the First Amendment to Facilities Lease or the First Amendment to Lease in reliance
- upon such certificate, but in its discretion the Trustee may, in lieu thereof, accept other evidence
of such matter or may require such additional evidence as to it may seem reasonable. The Trustee
shall be entitled to the advice of counsel and other professionals concerning all matters of trust and
its duty hereunder, but the Trustee shall not be answerable for the professional malpractice of any
attorney-at-law or certified public accountant in connection with the rendering of his professional

advice if such attorney-at-law or certified public accountant was selected by the Trustee with due
care.

The Corporation agrees to indemnify and hold harmless the Trustee from all liabilities
whatsoever, including reasonable attorney’s fees and legal costs, arising from hazardous waste in
connection with the real property leased under the First Amendment to Facilities Lease or the First
Amendment to Lease.

Before taking any action or exercising any rights or powers assigned hereby, the Trustee
may require that satisfactory indemnity be furnished to it for the reimbursement of all reasonable
costs and expenses which it may incur and to indemnify it against all liability, except liability
which may result from its negligence or willful misconduct, by reason of any action so taken.

SECTION 6. Amendment.

The Assignment Agreement may be amended in writing signed by'the parties hereto, but
only if such amendment does not materially adversely affect the owners of the Series 2018 Bonds
or any Parity Bonds outstanding.

SECTION 7. Califomia Law.

The: Assignment Agreement shall be governed by and construed and interpreted in
accordance with the laws of the State of California.
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' SECTION 8. Severability.

If any agreement, condition, covenant or term hereof or any application hereof should be
held by a court of competent jurisdiction to be invalid, void or unenforceable, in whole or in part,
all agreements, conditions, covenants and terms hereof and all applications thereof not held
invalid, void or unenforceable shall continue in full force and effect and shall in no way be affected,
impaired or invalidated thereby. :

SECTION 9. Execution in Counterparts.

The Assignment Agreement may be executed in any number of counterparts, each of which
shall be deemed to be an original, but all of which together shall constitute one and ‘the same
Assignment Agreement. ‘

[REMAINDER OF PAGE IS INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have executed and entered into the
Assignment Agreement by their officers thereunto duly authorized as of the day and year first
above written.

CITY AND COUNTY OF SAN.
FRANCISCO FINANCE CORPORATION

By:

President

ATTEST:

Secretary

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By:

- Authorized Officer

(Signature Page to Assignment Agreement - Library)
S-1
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CONSENT BY CITY AND COUNTY OF SAN FRANCISCO

The City and County of San Francisco hereby consents to the assignment of the First
Amendment to Facilities Lease and the First Amendment to Lease as set forth herein and further
agrees to accept the Trustee as assignee of the lessee under the First Amendment to Facilities Lease
and as assignee of the lessor under the First Amendment to Lease,

Dated: June 1,2018

CITY AND COUNTY OF SAN'
FRANCISCO
By:
Mayor
ATTEST:
By:
Clerk, Board of Supervisors
APPROVED AS TO FORM:
'Dennis J. Herrera
City Attorney
By:
Deputy City Attorney -
(Consent to Assignment)
S-2
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached, and
not the truthfulness, accuracy, or validity of that document.

STATE OF )

).

" COUNTY OF )
On . beforeme, , Notary Public, personaﬂy appeared |

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct. '

WITNESS my hqnd and official seal.

Signature . (Seal)
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached and
not the truthfulness, accuracy, or validity of that document.

STATE OF - )
)
COUNTY OF )
On : , before me, , Notary Public, personally appeared -

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

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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. A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached, and
not the truthfulness, accuracy, or validity of that document.

STATE OF )
)
COUNTY OF )
On , , before me, ’ , Notary Public, personally appeared

, who proved to me on the basis of satisfactory evidence to be
the person(s) whose name(s) 1s/are subscribed to the within instrument and acknowledged to me
that he/she/they executed the same in his/her/their authorized capacity(ies), and that by
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of which the
person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the.laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature ‘ (Seal)
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EXHIBIT A |
DESCRIPTION OF THE FACILITIES

The Facilities consist of portions of the Main Libfary building (consisting of approximately
[ | square feet) on the lower (i.e., below ground) level and the ground floor of the Main

Library located at Civic Center Plaza, 100 Larkin Street, City and County of San Francisco,
California. - '
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EXHIBIT B

DESCRIPTION OF THE SITE

The land referred to herein is situated in the State of California, County of San Francisco, City of '
San Francisco, and described as follows: [CONFIRM NO CHANGES SINCE 2009, PER NEW
TITLE REPORT]

BEGINNING AT A POINT FORMED BY THE INTERSECTION OF THE EASTERLY LINE
OF LARKIN STREET AND THE NORTHERLY LINE OF GROVE STREET (EXTENDED
EASTERLY) AND RUNNING THENCE NORTHERLY ALONG THE EASTERLY LINE OF
LARKIN STREET 275 FEET; ’

THENCE AT A RIGHT ANGLE EASTERLY 412 FEET 6 INCHES TO THE WESTERLY LINE
OF HYDE STREET (EXTENDED SOUTHERLY);

THENCE AT A RIGHT ANGLE SOUTHERLY ALONG SAID LINE OF HYDE STREET (SO
EXTENDED) 275 FEET TO THE NORTHERLY LINE OF GROVE STREET (SO
EXTENDED); AND

‘ THENCE AT A RIGHT ANGLE WESTERLY ALONG SAID LINE OF GROVE STREET (SO
EXTENDED) 412 FEET 6 INCHES TO THE SAID EASTERLY LINE OF LARKIN STREET
AND THE POINT OF BEGINNING.

BEING A PORTION OF THE BLOCK OF LAND KNOWN AND DESiGNATED ON THE
OFFICIAL MAP OF THE CITY AND COUNTY OF SAN FRANCISCO AS “THE CITY HALL
LOT”.

APN:LOT 1, BLOCK 354
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DRAFT 4/4/2018

OFFICIAL NOTICE OF SALE |
and

OFFICIAL BID FORM

CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

The City and County of San Francisco Finance Corporation will receive sealed bids and
electronic bids for the above-referenced bonds at the place and up to the time specified below:

SALE DATE: - ,2018

(Subject to postponement, cancellation, modification
or amendment in accordance with this Official Notice

of Sale)
TIME: _:__am., California time .
PLACE: , Controller’s Office of Public Finance

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

DELIVERY DATE: _,2018"
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NOTICE IS HEREBY GIVEN that electronic bids and sealed bids will be received in the
manner described below, in the case of electronic bids, through Ipreo at www.newissuehome.i-
deal.com and the Parity electronic bid submission system (“Parity”), and in the case of sealed
bids, at the Controller’s Office of Public Finance, City and County of San Francisco, 1 Dr.
Carlton B. Goodlett Place, Room 336, San Francisco, California 94102, by the City and County
of San Francisco Finance Corporation (the “Issuer”) for the purchase of $
aggregate principal amount of City and County of San Francisco Finance Corporation Refunding
Lease Revenue Bonds, Series 2018[B] (Branch Library Improvement Program) (the “Bonds™).
Bidding procedures and sale terms are as follows:

Issue: The Bonds aré described in the Issuer’s Preliminary Official Statement for
the Bonds dated _, 2018 (the “Preliminary Official
Statement”).

Time: Bids for the Bonds must be received by the Issuer by 8:30 a.m., California
time, on _,2018. '

Place: o Sealed, hand-delivered bids for the Bonds must be delivered to City and

County of San Francisco, Office of Public Finance, 1 Dr. Carlton B.
Goodlett Place, Room 336, San Francisco, California 94102. Instead of
sealed, hand-delivered bids, bidders may submit electronic bids in the
manner and subject to the terms and conditions described under “TERMS
OF SALE - Form of Bids; Delivery of Bids” below, but no bid will be
received after the time for receiving bids specified above.

THE RECEIPT OF BIDS ON _, 2018, MAY BE POSTPONED OR
CANCELLED AT OR PRIOR TO THE TIME BIDS ARE TO BE RECEIVED. NOTICE -
OF SUCH POSTPONEMENT OR CANCELLATION WILL BE COMMUNICATED BY ¢
THE CITY THROUGH THOMSON REUTERS AND/OR BLOOMBERG BUSINESS
NEWS (COLLECTIVELY, THE “NEWS SERVICES”) AND/OR PARITY (AS
DESCRIBED IN “TERMS OF SALE - FORM OF BIDS; DELIVERY OF BIDS” BELOW)
AS SOON AS PRACTICABLE FOLLOWING SUCH POSTPONEMENT OR
CANCELLATION. Notice of the new date and time for receipt of bids shall be given through
Parity and/or the News Services as soon as practicable following a postponement and no later than
1:00 p.m., California time, on the business day preceding the new date for receiving bids.

As an accommodation to bidders, notice of such postponement and of the new sale date
and time will be given to any bidder requesting such notice from either of the Issuer’s Municipal
Advisors: (i) Kitahata & Company, 137 Joost Avenue, San Francisco, California 94131; telephone
(415) 337-1950, Attention: Gary Kitahata (email: gkitahata@gmail.com); or (ii) Backstrom
McCarley Berry & Co., LLC, 115 Sansome St., Mez. A, San Francisco, CA 94104; telephone 415-
857-6101, Attention: Vincent McCarley; (email: VMcCarley@bmcbco.com) (the “Co-Municipal
Advisors™), provided, however, that failure of any bidder to receive such supplemental notice shall
not affect the sufficiency of any such notice or the legality of the sale. See “TERMS OF SALE—
Postponement or Cancellation of Sale.”

Notice - 1

1409



The Issuer reserves the right to modify or amend this Official Notice of Sale in any respect,
including, without limitation, increasing or decreasing the principal amounts; provided, that any
such modification or amendment will be communicated to potential bidders through. the News
Services and/or Parity not later than 1:00 p.m., California time, on the business day preceding the
date for receiving bids. Failure of any potent1a1 bidder to receive notice of any modification or
amendment will not affect the sufficiency of any such notice or the legality of the sale. Bidders
are required to bid upon the Bonds as so modified or amended. See “TERMS OF SALE - Right
to Modify or Amend.” A

Bidders are referred to the Preliminary Official Statement, for additional information
regarding the Issuer, the City and County of San Francisco (the “City”), the Bonds, the security
for the Bonds and other matters. See “CLOSING PROCEDURES AND DOCUMENTS - Official
Statement.” Capitalized terms used and not defined in this Official Notice of Sale shall have the
meanings ascribed to them in the Preliminary Official Statement. :

. This Official Notice of Sale will be submitted for posting to Parity (as described in

“TERMS OF SALE - Form of Bids; Delivery of Bids” below). In the event the summary of the
terms of sale of the Bonds posted on Parity conflicts with this Official Notice of Sale in any respect,
the terms of this Official Notice of Sale shall control, unless a notice of an amendment is given as
described herein.

TERMS RELATING TO THE BONDS

THE AUTHORITY FOR ISSUANCE, PURPOSES, PAYMENT OF PRINCIPAL
AND INTEREST, REDEMPTION, DEFEASANCE, SOURCES AND USES OF FUNDS,
SECURITY AND SOURCES OF PAYMENT, FORM OF LEGAL OPINIONS OF CO-
BOND COUNSEL AND OTHER INFORMATION REGARDING THE BONDS ARE
PRESENTED IN THE PRELIMINARY OFFICIAL STATEMENT, WHICH EACH -
BIDDER IS DEEMED TO HAVE OBTAINED AND REVIEWED PRIOR TO BIDDING
FOR THE BONDS. THIS OFFICIAL NOTICE OF SALE GOVERNS ONLY THE TERMS
OF SALE, BIDDING, AWARD AND CLOSING PROCEDURES FOR THE BONDS. THE
DESCRIPTION OF THE BONDS CONTAINED IN THIS OFFICIAL NOTICE OF SALE
IS QUALIFIED IN ALL RESPECTS BY THE DESCRIPTION OF THE BONDS
CONTAINED IN THE PRELIMINARY OFFICIAL STATEMENT.

Issue. The Bonds will be issued as fully registered bonds without coupons in book-entry
form in denominations of $5,000 or any integral multiple of that amount, as designated by the
successful bidder (the “Purchaser”), all dated the date of delivery, which is expected to be

, 2018, If the sale is postponed, notice of the new date of the sale will also set forth
the new expected date of delivery of the Bonds.

Book-Entry Only. The Bonds will be registered in the name of a nominee of The
Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository
for the Bonds. Individual purchases will be made in book-entry form only, and the Purchaser will
not receive certificates representing its interest in the Bonds purchased. As of the date of award

* Preliminary; subject to change.
Notice -2
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of the Bonds, the Purchaser must either participate in DTC or must clear through or maintain a
custodial relationship with an entity that participates in DTC. .

Interest Rates. Interest on the Bonds will be payable on [July 1, 2018], and semiannually
thereafter on January 1 and July 1 of each year (each an “Interest Payment Date”). Interest shall
be calculated on the basis of a 30-day month, 360-day year from the dated date of the Bonds.
Bidders may specify any number of separate rates, and the same rate or rates may be repeated as
often as desired, provided: '

6] [each interest rate specified in any bid for the Bonds must be a multiple of one-
~ eighth or one-twentieth of one percent (1/8 or 1/20 of 1%) per annum;

(i)  the maximum interest rate bid for any maturity shall not exceed 10% per annum;
(ili)  no Bond shall bear a zero rate of interest;

(iv)  each Bond shall bear interest from its dated date to its stated maturity date at the
single rate of interest specified in the bid; and

) all Bonds maturing at any one time shall bear the same rate of interest. ]

See the Preliminary Official Statement — “THE BONDS — Payment of Interest and
Principal.” : ' '

Par and Premium Bids: No Net Discount Bids. All bids for the Bonds shall be for par or
more, but shall not exceed [107.5]% of the par amount. No net discount bids for the Bonds will be
accepted. Individual maturities of the Bonds may be reoffered at par, a premium or a discount.

Principal Payments. The Bonds shall be serial and/or term Bonds, as specified by each
bidder, and principal shall be payable on [July 1] of each year, commencing on [July 1, 2018] as
shown below. Subject to the Issuer’s right to modify or amend this Notice of Sale (see “TERMS
OF SALE—Right to Modify or Amend”), the final maturity of the Bonds shall be [July 1,20 1.
The principal amount of the Bonds maturing or subject to mandatory sinking fund redemption in
any year shall be in integral multiples of $5,000. For any term Bonds specified, the principal
amount for a given year may be allocated only to a single term Bond and must be part of an
uninterrupted annual sequence from the first mandatory sinking fund payment to the term Bond
- maturity. The aggregate amount of the principal amount of the serial maturity or mandatory sinking
fund payment for the Bonds is shown below for information purposes only. Bidders for the Bonds
will provide bids for all of the Bonds Principal Amounts. Subject to the Issuer’s right to modify
or amend this Notice of Sale (see “TERMS OF SALE—Right to Modify or Amend”), and to
adjustment as provided in this Notice of Sale (see “—Adjustment of Principal Payments™), the
aggregate principal amount of the serial maturity or mandatory sinking fund payment for each
series of Bonds in each year is as follows:
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Principal :
Payment Date . Principal Amount”

. Total

Adjustment of Principal Payments. The principal amounts set forth in this Official Notice
of Sale reflect certain estimates of the Issuer with respect to the likely interest rates of the winning
bid and the premium contained in the winning bid, The Issuer reserves the right to change the
principal payment schedule set forth above after the determination of the successful bidder,
by adjusting one or more of the principal payments of the Bonds, in increments of $5,000, as
determined in the sole discretion of the Issuer. Any such adjustment will not change the
average per Bond dollar amount of the underwriter’s discount. If there is any such
adjustment, no rebidding or recalculation of the bids submitted will be required or permitted
and no successful bid may be withdrawn. .

See also “TERMS OF SALE - Right to Modify or Amend,” regarding the Issuer’s
right to modify or amend this Official Notice of Sale in any respect including, without
limitation, increasing or decreasing the principal amount of any serial maturity or
mandatory sinking fund payment for the Bonds and adding or deleting serial or term
maturity and mandatory sinking fund payment dates, along Wlth correspondmg principal
amounts with respect thereto.

* Preliminary, subject to change.
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A BIDDER AWARDED THE BONDS BY THE CITY WILL NOT BE PERMITTED
TO WITHDRAW ITS BID, CHANGE THE INTEREST RATES IN ITS BID OR THE
REOFFERING PRICES IN ITS ISSUE PRICE CERTIFICATE AS A RESULT OF ANY -
CHANGES MADE TO THE PRINCIPAL PAYMENTS OF. SUCH BONDS IN
ACCORDANCE WITH THIS OFFICIAL NOTICE OF SALE.

Redemption.

@) Optional Redemption of the Bonds. The Bonds maturing on or before [July 1,
20__Jwill not be subject to optional redemption prior to their respective stated maturity dates. The
Bonds maturing on or after [July 1, 20__] will be subject to optional redemption prior to their
respective stated maturity dates, at the option of the Issuer, from any source of available funds, as

- a whole or in part on any date (with the maturities to be redeemed to be determined by the Issuer
and by lot within a maturity), on or after [July 1, 20 ], at the redemption price equal to the
principal amount of the-Bonds redeemed, together with accrued interest to the date fixed for
redemption, without premium. See the Preliminary Official Statement — “THE BONDS—
Redemption—Optional Redemption of the Bonds.”

(i)  Mandatory Redemption. The Bonds will not be subject to redemption prior to their
respective stated maturity dates from mandatory sinking fund payments prior to [July 1,20 ].
. Term Bonds, if any, are subject to redemption prior to their respective stated maturity dates, in
part, by lot from mandatory sinking fund payments, on each [July 1] on or after [July 1, 20 ],
designated by the successful bidder as a date upon which a mandatory sinking fund payment is to
be made, at a redemption price equal to the principal amount thereof plus accrued interest thereon
to the date fixed for redemption, without premium. No term Bonds may be redeemed from
mandatory sinking fund payments until all term Bonds maturing on preceding term maturity dates,
if any, have been retired. See the Preliminary Official Statement — “THE BONDS—Redemption—
Mandatory Redemption.”

Legal Opinions and Tax Matters. Upon delivery of the Bonds, Squire Patton Boggs (US)
LLP and Amira Jackmon, Attorney at Law, Co-Bond Counsel to the Issuer (“Co-Bond Counsel™),
will deliver their legal opinions that, under existing law (i) assuming continuing compliance with
certain covenants and the accuracy of certain representations, interest on the Bonds is excluded
from gross income for federal income tax purposes, subject to the matters described in “TAX
MATTERS” in the Preliminary Official Statement; and (ii) interest on the Bonds is exempt from
present State of California personal income taxes. :

A complete ‘cop'y of the proposed form of opinion of Co-Bond Counsel is set forth in
Appendix F to the Preliminary Official Statement. Copiés of the opmlons of Co Bond Counsel
will be furnished to the Purchaser upon delivery of the Bonds.

‘See the Preliminary Official Statement — “TAX MATTERS.”
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~ TERMS OF SALE ‘

.~ Par and Premium Bids; No Net Discount Bids. All bids for the Bonds shall be for par
or more, but shall not exceed [107.5]% of the par amount. No net discount bids for the Bonds
will be accepted. Individual maturities of the Bonds may be reoffered at par, a premium or
a discount.

- Form of Bids: Delivery of Bids. Each bid for the-Bonds must be: (1) for not less than all
of the Bonds offered for sale, (2) unconditional, and (3) either submitted (i) on the Official Bid
Form attached hereto as Exhibit A and signed by the bidder, or (ii) via Parity, along with a facsimile -
transmission by the winning bidder after the verbal award, of the completed and signed applicable
Official Bid Form conforming to the Parity bid, with any adjustments made by the Issuer pursuant
hereto, by not later than 11:00 a.m., California time, on the sale date. Electronic bids must conform
to the procedures established by Parity. Sealed bids must be enclosed in a sealed envelope,
delivered to the Issuer at the address set forth on the cover and clearly marked “Bid for the City

" and County of San Francisco Finance Corporation Refunding Lease Revenue Bonds, Series

2018[B] (Branch Library Improvement Program)” or words of similar import, as hereinafter
described and received by [ :°  a.m., California time, on _, 2018], at the City and
County of San Francisco, Office of Public Finance, ¢/o Anna Van Degna, 1 Dr. Carlton B. Goodlett
Place, Room 336, San Francisco, California 94102; telephone: (415) 554-5956. No bid submitted
to the Issuer shall be subject to withdrawal or modification by the bidder.

All bids will be deemed to incorporate all of the terms of this Official Notice of Sale.
If the sale of the Bonds is canceled or postponed, all bids for the Bonds shall be rejected. No
bid submitted to the Issuer shall be subject to withdrawal or modification by the bidder. No
bid will be accepted after the time for receiving bids. The Issuer retains absolute discretion
to determine whether any bidder is a responsible bidder and whether any bid is timely,
legible and complete and conforms to this Official Notice of Sale. The Issuer takes no
responsibility for informing any bidder prior to the time for receiving bids that its bid is
incomplete,. 1lleg1ble or nonconforming with this Official Notice of Sale or has not been
received. :

Solely as an accommodation to bidders, electronic bids will be received exclusively
through Parity in accordance with this Official Notice of Sale. For further information about
Parity, potential bidders may contact either of the Co-Municipal Adv1SQrs at the numbers provided
above or Parity at: (212) 404-8107.

Warnings Regarding Electronic Bids. Bids for the Bonds may be submitted
electronically via Parity. The Issuer will attempt to accommodate bids submitted
electronically via Parity. However, the Issuer does not endorse or encourage the use of such
electronic bidding service. None of the Issuer, Issner’s Counsel, the City, the City Attorney,
the Co-Municipal Advisors or Co-Bond Counsel assumes any responsibility for any error
contained in any bid submitted electronically or for failure of any bid to be transmitted,
received or opened by the time for receiving bids, and each bidder expressly assumes the risk .
of any incomplete, illegible, untimely or nonconforming bid submitted by electronic
transmission by such bidder, including, without limitation, by reason of garbled
transmissions, mechanical failure, engaged telecommunications lines, or any other cause
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arising from submission by electronic transmission. The time for >receiving bids will be
determined by the Issuer at the place of bid opening, and the Issuer will not be required to
accept the time kept by Parity. :

If a bidder submits an electronic bid for the Bonds through Parity, such bidder
thereby agrees to the following terms and conditions: (1) if any provision in this Official
Notice of Sale with respect to the Bonds conflicts with information or terms provided or
required by Parity, this Official Notice of Sale, including any amendments or modifications
issued through Parity and/or the News Services, will control; (2) each bidder will be solely
responsible for making necessary arrangements to access Parity for purposes of submitting
its bid in a timely manner and in compliance with the requirements of this Official Notice of
Sale; (3) the Issuer will not have any duty or obligation to provide or assure access to Parity
to any bidder, and the Issuer will not be responsible for proper operation of, or have any
liability for, any delays, interruptions or damages caused by use of Parity or any incomplete,
inaccurate or untimely bid submitted by any bidder through Parity; (4) the Issuer is
permitting use of Parity as a communication mechanism, and not as an agent of the Issuer,
to facilitate the submission of electronic bids for the Bonds; Parity is acting as an independent
contractor, and is not acting for or on behalf of the Issuer; (5) the Issuer is not responsible
for ensuring or verifying bidder compliance with any procedures established by Parity; (6)
the Issuer may regard the electronic transmission of a bid through Parity (including
information regarding the purchase price for the Bonds or the interest rates for any maturity
of the Bonds) as though the information were submitted on the Official Bid Form and
executed on the bidder’s behalf by a duly authorized signatory; (7) if the bidder’s bid is
accepted by the Issuer, the signed, completed and conforming Official Bid Form submitted
by the bidder by facsimile transmission after the verbal award, this Official Notice of Sale
and the information that is transmitted electronically through Parity will form a contract,
and the bidder will be bound by the terms of such contract; and (8) information provided by
Parity to bidders will form no part of any bid or of any contract between the Purchaser and
the Issuer unless that information is included in this Official Notice of Sale or the Official
Bid Form.

Basis of Award. Unless all bids are rejected, the Bonds will be awarded to the responsible
bidder who submits a conforming bid that represents the lowest true interest cost to the Issuer. The
true interest cost will be that nominal interest rate that, when compounded semiannually and
applied to discount all payments of principal and interest payable on the Bonds to the dated date
of the Bonds, results in an amount equal to the principal amount of the Bonds plus the amount of
any net premium. For the purpose of calculating the true interest cost, mandatory sinking fund
payments for any term Bonds specified by a bidder will be treated as Bonds maturing on the dates
of such mandatory sinking fund payments. If two or more bidders offer bids for the Bonds at the
same true interest cost, the Issuer will determine by lot which bidder will be awarded the Bonds.
Bid evaluations or rankings made by Parity are not binding on the Issuer.

Estimate of True Interest Cost. Each bidder is requested, but not required, to supply an
estimate of the true interest cost based upon its bid, which will be considered as informative only
and not binding on either the bidder or the Issuer.
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Multiple Bids. If multiple bids with respect to the Bonds are received from a single bidder
by any means or combination thereof, the Issuer shall be entitled to accept the bid representing the
lowest true interest cost to the Issuer, and each bidder agrees by submitting multiple bids to be
bound by the bid representing the lowest true interest cost to the Issuer.

Good Faith Deposit. To secure the Issuer from any loss resulting from the failure of the
apparent winning bidder to comply with the terms of its bid, a good faith deposit in the amount of
(the “Good Faith Deposit”) must be provided to the Issuer by the apparent

wmmng bidder.

Upon the determination by the Issuer of the apparent winning bidder of the Bonds, the Co-
Municipal Advisors will (i) provide to the apparent winning bidder of the Bonds the wire transfer
information and (ii) request the apparent winning bidder to immediately wire the Good Faith
Deposit to the Issuer. No later than 90 minutes after the time the Co-Municipal Advisors request
the apparent winning bidder to wire the Good Faith Deposit to the Issuer, the apparent winning
bidder of the Bonds must wire the Good Faith Deposit to the Issuer and provide the Federal wire
reference number of such Good Faith Deposit to the Co-Municipal Advisors. In the event that the
apparent winning bidder does not wire the Good Faith Deposit to the Issuer or does not provide
the Federal wire reference number of such Good Faith Deposit to the Co-Municipal Advisors
within the time specified above, the Issuer may reject the bid of the apparent winning bidder and
award Bonds to a responsible bidder that submitted a conforming bid that represents the next
lowest true interest cost to the Issuer.

No interest will be paid upon the Good Faith Deposit made by any bidder. The Good Faith
Deposit of the Purchaser will immediately become the property of the Issuer. The Good Faith
Deposit will be held and invested for the exclusive benefit of the Issuer. The Good Faith Deposit,
without interest thereon, will be credited against the purchase price of the Bonds purchased by the
Purchaser at the tlme of delivery thereof.

If the purchase price is not paid in full upon tender of the Bonds, the Issuer shall retain the
Good Faith Deposit and the Purchaser will have no right in.or to the Bonds or to the recovery of
its Good Faith Deposit, or to any allowance or credit by reason of such deposit, unless it shall
appear that the Bonds would not be validly delivered to the Purchaser in the form and manner
proposed, except pursuant to a right of cancellation. See “CLOSING PROCEDURES AND
DOCUMENTS - Right of Cancellation.” In the event of nonpayment for the Bonds by a successful
bidder, the Issuer reserves any and all rights granted by law to recover the full purchase price of
the Bonds and, in addition, any damages suffered by the Issuer.

Reoffering Prices, Establishment of Issue Price énd Certificate.

(a)  The winning bidder for the Bonds shall assist the Issuer in establishing the issue
price of such Bonds and shall execute and deliver to the Issuer at Closing an “issue price” or similar
certificate. setting forth the reasonably expected initial offering price to the public or, if the
competitive sale requirements (defined below) are not satisfied and the parties agree that the 10%
test shall apply to the Bonds the sales price or prices of each maturity of the Bonds, together with
the supporting pricing wires or equivalent communications, substantially in the form attached
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hereto as Exhibit B, with such modifications as may be appropriate or necessary, in the reasonable
judgment of each winning bidder, the Issuer and Co-Bond Counsel.

(b)  The Issuer intends that Treasury Regulation Sections 1.148-1(f)(3)(i) and 1.148-
1(H)(2)(iii) (providing a special rule for competitive sales and defining the term “competitive sale”
for purposes of establishing the issue price of the Bonds) will apply to the initial sale of each Bonds
(the “competitive sale requirements™) because: ‘

(1)  the Issuer shall disseminate this Official Notice of Sale to potential
underwriters in a manner that is reasonably designed to reach potential
underwriters;

*(2)  all bidders shall have an equal opportunity to bid;

(3)  the Issuer may receive bids for each Bonds from at least three underwriters
of municipal bonds who have established industry reputations for
underwriting new issuances of municipal bonds; and

(4)  the Issuer anticipates awardiﬁg the sale of each Bonds to the bidder who
submits a firm offer to purchase such Bonds at the highest price (or lowest
interest cost), as set forth in this Official Notice of Sale.

Any bid submitted pursuant tb this Official Notice of Sale shall be considered a firm offer for the
purchase of the Bonds, as specified in the bid.

(¢)  Inthe event that the competitive sale requirements are not satisfied for the Bonds,
the Issuer shall so advise the winning bidder. The Issuer may determine to treat (i) the first price
at which 10% of any maturity of the Bonds (the “10% test”) is sold to the public as the issue price
of that maturity and/or (ii) the initial offering price to the public as of the sale date of any maturity
of the Bonds as the issue price of that maturity (the “hold-the-offering-price rule”), in each case
applied on a maturity-by-maturity basis. The winning bidder shall advise the Issuer if any maturity
the Bonds satisfies the 10% test as of the date and time of the award of the Bonds. The Issuer shall
promptly advise the winning bidder, at or before the time of award of the Bonds, which maturities -
of the Bonds shall be subject to the 10% test or shall be subject to the hold-the-offering-price rule.
Bids will not be subject to cancellation in the event that the Issuer determines to apply the hold-
the-offering-price rule to any maturity of the Bonds. Bidders should prepare their bids on the
assumption that some or all of the maturities of the Bonds will be subject to the hold-the-offering-
price rule in order to establish the issue prices of the Bonds. For purposes of this section, Bonds
maturing on the same date but having different interest rates (and CUSIP numbers) shall be treated
as separate maturities of the Bonds. ’

(d) By submitting a bid for the Bonds, the winning bidder shall (i) confirm that the
underwriters have offered or will offer such Bonds to the public on or before the date of award at
the offering price or prices (the “initial offering price”), or at the corresponding yield or yields,
set forth in the bid submitted by the winning bidder and (ii) agree, on behalf of the underwriters
participating in the purchase of the Bonds, that the underwriters will neither offer nor sell unsold
Bonds of any maturity to which the hold-the-offering-price rule shall apply to any person at a price
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that is higher than the 1n1t1al offering price to the public during the period starting on the sale date
and ending on the earlier of the followmg '

(1)  the close of the fifth (5%) business day after the sale .date; or

(2)  the date on which the underwriters have sold at least 10% of that maturity
of the Bonds to the public ata prlce that is no higher than the initial offering
price to the public.

The winning bidder shall promptly advise the Issuer when the underwriters have sold 10%
of that maturity of the Bonds to the public at a price that is no higher than the initial offering price
to the public, if that occurs prior to the close of the fifth (5th) business day after the sale date.

(e)  If the competitive sale requirements are not satisfied, then until the 10% test has
been satisfied as to each maturity of the Bonds, the winning bidder agrees to promptly report to
the Issuer the prices at which the unsold Bonds of that maturity have been sold to the public. That
reporting obligation shall continue, whether or not the Closing Date has occurred, until the 10%
test has been satisfied as to the Bonds of that maturity or until all Bonds of that matunty have been
sold. :

® The Issuer acknowledges that, in making the representation set forth above, the
winning bidder will rely on (i) the agreement of each underwriter to comply with the hold-the-
offering-price rule, as set forth in an agreement among underwriters and the related pricing wires,
(ii) in the event a selling group has been created in connection with the initial sale of such Bonds
to the public, the agreement of each dealer who is a member of the selling group to comply with
the hold-the-offering-price rule, as set forth in a selling group agreement and the related pricing
wires, and (iii) in the event that an underwriter is a party to a retail distribution agreement that was
employed in connection with the initial sale of such Bonds to the public, the agreement of each -
- broker-dealer that is a party to such agreement to comply with the hold-the-offering-price rule, as
set forth in the retail distribution agreement and the related pricing wires. The Issuer further
~acknowledges that each underwriter shall be solely liable for its failure to comply with its
" agreement regarding the hold-the-offering-price rule and that no underwriter shall be liable for the
failure of any other underwriter, or of any dealer who is a member of a selling group, or of any
broker-dealer that is a party to a retail distribution agreement to comply with its corresponding
agreement regarding the hold-the-offering-price rule as applicable to the Bonds.

(g) By submitting a bid for the Bonds, each bidder confirms that: (i) any agreement
among underwriters, any selling group agreement and each retail distribution agreement (to which
the bidder is a party) relating to the initial sale of such-Bonds to the public, together with the related
pricing wires; contains or will contain language obligating each underwriter, each dealer who is a
member of the selling group, and each broker-dealer that is a party to such retail distribution
agreement, as applicable, to (A) report the prices at which it sells to the public the unsold Bonds
of each maturity allotted to it until it is notified by the winning bidder that either the 10% test has
been satisfied as to such Bonds of that maturity or all Bonds of that maturity have been sold to the
public and (B) comply with the hold-the-offering-price rule, if applicable, in each case if and for
so long as directed by the winning bidder and as set forth in the related pricing wires, and (ii) any
agreement among underwriters relating to the initial sale of such Bonds to the public, together with
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the related pricing wires, contains or will contain language obligating each underwriter that is a’
party to a retail distribution agreement to be employed in connection with the initial sale of the
Bonds to the public to require each broker-dealer that is a party to such retail distribution agreement
to (A) report the prices at which it sells to the public the unsold Bonds of each maturity allotted to
it until it is notified by the winning bidder or such underwriter that either the 10% test has been
satisfied as to such Bonds of that maturity or all Bonds of that maturity have been sold to the public
and (B) comply with the hold-the-offering-price rule, if applicable, in each case if and for so long
as directed by the winning bidder or such underwriter and as set forth in the related pricing wires.

(h)  Sales of any Bonds to any person that is a related party to an underwriter shall not
constitute sales to the public for purposes of this Official Notice of Sale. Further, for purposes of
this Official Notice of Sale:

® “public” means aﬁy person other than an underwriter or a related party,

(i)  “underwriter” means (A) any person that agrees pursuant to a written
contract with the Issuer (or with the lead underwriter to form an
underwriting syndicate) to participate in the initial sale of the Bonds to the
public and (B) any person that agrees pursuant to a written contract directly
or indirectly with a person described in clause (A)-to participate in the initial
sale of the Bonds to the public (including a member of a selling group or a
party to a retail distribution agreement participating in the initial sale of the
Bonds to the public),

(ili)  apurchaser of any of the Bonds is a “related party” to an underwriter if the

' underwriter and the purchaser are subject, directly or indirectly, to (i) more
than 50% common ownership of the voting power or the total value of their
stock, if both entities are corporations (including direct ownership by one
corporation of another), (if) more than 50% common ownership of their
capital interests or profits interests, if both entities are partnerships
(including direct ownership by one partnership of another), or (iii) more
than 50% common ownership of the value of the outstanding stock of the
corporation or the capital interests or.profit interests of the partnership, as
applicable, if one entity is a corporation and the other entity is a partnership
(including direct ownership of the applicable stock or interests by one entity
of the other), and '

(iv)  “sale date” means the date that the Bonds are awarded by the Issuer to the
winning bidder. ‘ '

Electronic Bids; Delivery of Form of Bids. If the Issuer accepts a bidder’s bid that was
submitted through Parity, the successful bidder shall submit a signed, completed and conforming
Official Bid Form by facsimile transmission to Director of Public Finance, fax: (415) 554-4864,
as soon as practicable, but not later than one hour after the verbal award of the Bonds.
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Righit of Rejection and Waiver of Irregularity. The Issuer reserves the right, in its sole
discretion, to reject any and all bids and to waive any irregularity or informality in any bid which
does not materially affect such bid or change the ranking of the bids.

Right to Modify or Amend. Other than with respect to postponement or cancellation as
described in this Official Notice of Sale, and in addition to the Issuer’s right to adjust the payment
amounts of the Bonds as provided in “TERMS RELATING TO THE BONDS - Adjustment of
Principal Payments” the Issuer reserves the right to modify or amend this Official Notice of Sale
in any respect including, without limitation, increasing or decreasing the principal amount of any
serial maturity or mandatory sinking fund payment for the Bonds and adding or deleting serial or
term maturity and mandatory sinking fund payment dates, along with corresponding principal
amounts with respect thereto; provided, that, subject to. the terms of this Notice of Sale (see
“TERMS RELATING TO THE BONDS - Adjustment of Principal Payments™) any such
modification or amendment will be communicated to potential bidders through Parity and/or the
News Services not later than 1:00 p.m., California time, on the business day preceding the date for
receiving bids. Failure of any potential bidder to receive notice of any modification or amendment
will not affect the sufficiency of any such notice or the legality of the sale. ‘

Postponement or Cancellation of Sale. The Issuer may postpone or cancel the sale of the
Bonds at or prior to the time for receiving bids. Notice of such postponement or cancellation shall
be given through Parity and/or the News Services as soon as practicable following such
postponement or cancellation. If a sale is postponed, notice of a new sale date will be given
through Parity and/or the News Services as soon as practicable following a postponement and no
later than 1:00 p.m., California time, on the business day preceding the new date for receiving bids.
Failure of any potential bidder to receive notice of postponement or cancellation will not affect the
sufficiency of any such notice.

Prompt Award. The Issuer will take official action awarding the Bonds or rejecting all bids
with respect to the Bonds not later than 30 hours after the time for receipt of bids for the Bonds,
unless such time period is waived by the Purchaser.

Equal Opportunity. Pursuant to the spirit and intent of the City’s Local Business Enterprise
(“LBE”) Ordinance, Chapter 14B of the Administrative Code of the City, the Issuer strongly
encourages the inclusion of Local Business Enterprises certified by the San Francisco Human
Rights Commission in prospective bidding syndicates. A list of certified LBEs may be obtained
from the San Francisco Human Rights Commission, 25 Van Ness Avenue, Room 800, San
Francisco, California 94102; telephone: (415) 252-2500.

CLOSING PROCEDURES AND DOCUMENTS

Delivery and Payment. Delivery of the Bonds will be made through the facilities of
DTC in New York, New-York, and is presently expected to take place on or about
_,2018"*. Payment for the Bonds (including any premium) must be made at the time of delivery
in immediately available funds to the U.S. Bank National Association, as trustee for the Bonds
(the “Trustee”). Any expense for making payment in immediately available funds shall be borne

. * Preliminary; subject to change.
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by the Puréhaser. The Issuer will deliver to the Purchaser, dated as of the delivery date, the legal
opinions with respect to the Bonds described in APPENDIX F — “PROPOSED FORM OF
OPINION OF CO-BOND COUNSEL?” to. the Preliminary Official Statement.

Qualification for Sale. The Issuer will furnish such information and take such action not
inconsistent with law as the Purchaser may request and the Issuer may deem necessary or
appropriate to qualify the Bonds for offer and sale under the Blue Sky or other securities laws and
regulations of such states and other jurisdictions of the United States of America as may be
designated by the Purchaser; provided, that the Issuer will not execute a general or special consent
to service of process or qualify to do business in connection with such qualification or
determination in any jurisdiction. By submitting its bid for the Bonds, the Purchaser assumes all
responsibility for qualifying the Bonds for offer and sale under the Blue Sky or other securities
laws and regulations of the states and jurisdictions in which the Purchaser offers or sells the Bonds,
including the payment of fees for such qualification. Under no circumstances may the Bonds be
sold or offered for sale or any solicitation of an offer to buy the Bonds be made in any jurisdiction
in which such sale, offer or solicitation would be unlawful under the securities laws of the
jurisdiction. '

No Litigation. The Issuer will deliver a certificate stating that no litigation of any nature
is pending, or to the knowledge of the officer of the Issuer executing such certificate, threatened,
restraining or enjoining the sale, issuance or delivery of the Bonds or any part thereof, or the
entering into or performance of any obligation of the Issuer, or concerning the validity of the
Bonds, the corporate existence of the Issuer, or the entitlement of any officers of the Issuer who
will execute the Bonds to their respective offices. '

Right of Cancellation. The Purchaser will have the right, at its option, to cancel this
contract if the Issuer fails to execute the Bonds and tender the same for delivery within 30 days
from the sale date, and in such event the Purchaser will be entitled only to the return of the Good
Faith Deposit, without interest thereon.

CUSIP Numbers. It is anticipated that CUSIP numbers will be printed on the Bonds, but
neither the failure to print such numbers on any Bond nor any error with respect thereto will
constitute cause for a failure or refusal by the Purchaser of the Bonds to accept delivery of and pay
for such Bonds in accordance with the terms of this contract. The Purchaser, at its sole cost, will
* obtain separate CUSIP numbers for each maturity of the Bonds. CUSIP is a registered trademark
of American Bankers Association. CUSIP data is provided by CUSIP Global Services managed
by Standard & Poor’s Financial Services LLC on behalf of the American Bankers Association.
CUSIP data is not intended to create a database and does not serve in any way as a substitute for
the CUSIP Service. CUSIP numbers are provided for convenience of reference only. The Issuer
takes no responsibility for the accuracy of such CUSIP numbers. CUSIP numbers are provided
“only for the convenience of the Purchaser of the Bonds.

Expenses of the Successful Bidder. CUSIP Service Bureau charges, Californja Debt and
Investment Advisory Commission fees (under California Government Code Section 8856),
Depository Trust Company charges and all other expenses of the successful bidder will be the

_responsibility of the successful bidder. Pursuant to Section 8856 of the California Government
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Code, the Purchaser must pay to the California Debt and Investment Advisory Commission, within
sixty (60) days from the sale date, the statutory fee for the Bonds purchased.

Official Statement. Copies of the Preliminary Official Statement with respect to the Bonds
will be furnished or electronically transmitted to any potential bidder upon request to the Office of
Public Finance or to either of the Co-Municipal Advisors. (The contact information for the Co-
~ Municipal Advisors is set forth above in this Official Notice of Sale.) In accordance with Rule
15¢2-12 of the Securities and Exchange Commission, as amended (“Rule 15¢2-12”), the Issuer
deems the Preliminary Official Statement final as of its date, except for the omission of certain
information permitted by Rule 15¢2-12. Within seven business days after the date of award of the
Bonds, the Purchaser of the Bonds will be furnished with a reasonable number of copies (not to
exceed 50) of the final Official Statement, without charge, for distribution in connection with the
resale of the Bonds. The Purchaser of the Bonds must notify the Issuer in writing within two (2)
days of the sale of the Bonds if the Purchaser requires additional copies of the final Official
Statement to comply with applicable regulations. The cost for such additional copies Wlll be paid
by the Purchaser requesting such copies.

By submitting a bid for the Bonds, the Purchaser of the Bonds agrees: (1) to disseminate
to all members of the underwriting syndicate, if any, copies of the final Official Statement,
including any supplements, (2) to promptly file a copy of the final Official Statement, including
any supplements, with the Municipal Securities Rulemaking Board, and (3) to take any and all
other actions necessary to comply with applicable Securities and Exchange Commission and

- Municipal Securities Rulemaking Board rules governing the offering, sale and delivery of the
Bonds to the Purchaser, including, without limitation, the delivery of a final Official Statement,
including any supplements, to each investor who purchases Bonds. '

The form and content of the final Official Statement is within the sole discretion of the
Issuer. The name of a Purchaser of the Bonds will not appear on the cover of the final Official
Statement.

Certificate Regarding Official Statement. At the time of delivery of the Bonds, the
Purchaser will receive a certificate, signed by an authorized representative of the Issuer,
confirming to the Purchaser that (i) such authorized representative has determined that, to the best
of such authorized representative’s knowledge and belief, the final Official Statement (excluding
reoffering information, information relating to The Depository Trust Company and its book-entry
system, as to which no view will be expressed) did not as of its date, and does not as of the date of
closing, contain any untrue statement of a material fact or omit to state a material fact necessary-
in order to make the statements made therein, in the light of the circumstances under which they
were made, not misleading, (ii) such authorized representative knows of no material adverse
change in the condition or affairs of the Issuer that would make it unreasonable for such Purchaser
of the Bonds to rely upon the final Official Statement in connection with the resale of the Bonds,
and (iii) the Issuer authorizes the Purchaser of the Bonds to dlstrlbute copies of the final Official
Statement in connection with the resale of the Bonds.

Purchaser Certificate Concerning Official Statement. As a condition of delivery of the
Bonds, the Purchaser of the Bonds will be required to éxecute and deliver to the Issuer, pI’lOI‘ to
the date of closing, a certlﬂcate to the following effect:
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@) The Purchaser has provided to the Issuer the initial reoffering prices or yields on
the Bonds as printed in the final Official Statement, and the Purchaser has made a
.bona fide offering of the Bonds to the public at the prices and yields so shown.

(ii)  The Purchaser has not undertaken any responsibility for the contents of the final
Official Statement. The Purchaser, in accordance with and as part of its
responsibilities under the federal securities laws, has reviewed the information in
the final Official Statement and has not notified the Issuer of the need to modify or
supplement the final Official Statement.

(i)  The foregoing statements will be true and correct as of the date of closing.

Continuing Disclosure. To assist bidders in complying with Rule 15¢2-12, the
[City/Issuer] will undertake, pursuant to a Continuing Disclosure Certificate, to provide certain
annual financial information, operating data and notices of the occurrence of certain events. A
description of this undertaking is set forth in the Prehmmary Official Statement and will also be
set forth in the final Official Statement. Except as otherwise disclosed in the Official Statement
under the heading “CONTINUING DISCLOSURE,” for the past five years, the [City/Issuer] has
‘been in compliance in all material respects with its contmumg disclosure obligations under Rule
15¢2-12.

Additional Information. Prospective bidders should read the entire Preliminary Official
Statement, copies of which may be obtained in electronic form from the Issuer.

Sales Outside of the United States. The Purchaser must undertake responsibility for
compliance with any laws or regulations of any foreign jurisdiction in connection with any sale of
the Bonds to persons outside the United States.

Insurance. No bids with municipal bond insurance will be accepted.

Dated: _,2018.
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EXHIBIT A

- BIDTIME: _: am. (Cahforma tune) . _,2018
OFFICIAL BID FORM FOR THE PURCHASE OF ‘

*

$
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERTES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

: BIDDING FIRM’S NAME:
City and County of San Francisco Finance Corporation :

City and County of San Francisco Office of Public Finance

1 Dr. Carlton B. Goodlett Place, Room 336

San Francisco, California 94102

Confirm Number: (415) 554-4862; Fax Number: (415) 554—4864

Subject to the provisions and in accordance with the terms of the Official Notice of Sale, dated __, 2018, which
is incorporated herein and made a part of this proposal, we have reviewed the Preliminary Official Staternent relating to, among
other things, the above-referenced Bonds (the “Bonds™) and hereby offer to purchase all of the Bonds dated the date of their delivery
on the following terms, including the submission of the required Good Faith Deposit in the amount of § by wire transfer;
and to pay therefor the price of $ (such amount being the “Purchase Price”), which is equal tc the aggregate principal
amount of the Bonds, plus a net original issue premium of § . The Bonds shall mature and be subject to mandatory
sinking fund redemption (if term bonds are specified below) in the amounts and years and bear interest at the rates per annum (in
multiples of 1/8 or 1/20 of 1%, as set forth in the schedules below.

Maturity Schedule*

(Check one)® :
Principal Mandatory

Payment Principal Serial Sinking Fund Interest
Date Paymient’ Maturity Redemption Rate

SARRRRRRRRR RN

ARRRRRERRRNARNRRERY

T Subject to adjustment in accordance with the Official Notice of Sale.
O Circle the final maturity of each term bond specified.

Authorized Signatory
Title: . .
Phone Number: True Interest Cost (optional and not binding):
Fax Number:

* Preliminary, subject to change.
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THE BIDDER EXPRESSLY ASSUMES THE RISK OF ANY INCOMPLETE, ILLEGIBLE, UNTIMELY OR
OTHERWISE NONCONFORMING BID. THE CITY RETAINS ABSOLUTE DISCRETION TO DETERMINE
WHETHER ANY BID IS TIMELY, LEGIBLE, COMPLETE AND CONFORMING. NO BID SUBMITTED WILL BE
CONSIDERED TIMELY UNLESS, BY THE TIME FOR RECEIVING BIDS, THE ENTIRE BID FORM HAS BEEN
RECEIVED BY THE DELIVERY METHOD PROVIDED IN THE NOTICE OF SALE.

The Issuer reserves the right to modify or amend this Bid Form, in any respect, including, without limitation, increasing or
decreasing the principal amount at any serial maturity or mandatory sinking fund by payment for the Bonds and adding or deleting
serial or term maturity and mandatory. sinking fund and payment dates, along with corresponding principal amounts with respect
thereto as provided in “TERMS RELATING TO THE BONDS—Adjustment of Principal Payments” and “TERMS OF SALE—
Right to Modify or Amend” in the Official Notice of Sale.
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EXHIBIT B

'[FORM OF ISSUE PRICE CERTIFICATE]

UNDERWRITER’S CERTIFICATE
$ . ) *

City and County of San Francisco Finance Corporation
Refunding Lease Revenue Bonds, Series 2018[B]
(Branch Library Improvement Program)

Dated [Closing Date]

(the “Initial Purchaser”), as underwriter for the bonds identified
above (the “Issue”), issued by the City and County of San Francisco Finance Corporation (the
“Issuer”), based on its knowledge regarding the sale of the Issue, certifies as of this date as follows:

[If the competitive sale meets the definition in Regulations § 1.148-1(f)(3) by attracting at
least three bids from underwriters that have established lndustry reputations for

underwriting new issuances of tax-exempt obllgatlons and as reflected in the representations
below)

) Issue Price.

(A) - Asofthe Sale Date, the reasonably expected 1mt1a1 offering prices
of the Issue to the Public by the Initial Purchaser are the prices listed in the final Official Statement,
dated | |, for the Issue (the “Expected Offering Prices”). The Expected Offering Prices are
the prices for the Maturities of the Issue used by the Initial Purchaser in formulating its bid to-
purchase the Issue. Attached as Schedule A is a true and correct copy of the bid provided by the
Initial Purchaser to purchase the Issue.

B) The Initial Purchaser was not given the opportunity to review other
bids prior to submitting its bid.

© The bid submitted by the Initial Purchaser constituted a firm offer to
purchase the Issue. :

D) The aggregate of the Expected Offering Prices of each Maturity is
$ (the “Issue Price”).]

* Preliminary, subject to change.
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[If the competitive sale fails to attract at least three bids from underwriters that have
established industry reputations for underwriting new issuances of tax-exempt obligations
and the issue price is determined using only the hold-the-offering-price rule in Regulations

§ 1.148-1(H(2)(ii):
(1)  Issue Price.

(A) The Initial Purchaser offered, on or before the Sale Date, each

Maturity of the Issue to the Public for purchase at the respective initial offering prices listed in the
_final Official Statement, dated | |, for the Issue (the “Initial Offering Prices”). A copy of the
pricing wire or equivalent communication for the Issue is attached to this certificate as Schedule
A. The aggregate of the Initial Offering Prices of each Maturity is $] | (the “Issue Price”).

(B) As set forth in the Notice of Sale and bid award, the Initial Purchaser

) has agreed in writing that, (i) for each Maturity of the Issue, it would neither offer nor sell any

portion of such Maturity to any person at a price that is higher than the Initial Offering Price for

such Maturity during the Holding Period for such Maturity (the “hold-the-offering-price rule”),

and (ii) any selling group agreement shall contain the agreement of each dealer who is a member

of the selling group, and any retail distribution agreement shall contain the agreement of each-
broker-dealer who is a party to the retail distribution agreement, to comply with the hold-the-

offering-price rule. Pursuant to such agreement, no Underwriter has offered or sold any Maturity

of the Issue at-a price that is higher than the respective Initial Offering Price for that Maturity of
the Issue during the Holding Period.]

© Definitions.

“Holding Period” means, for each Hold-the-Offering-Price Maturity of the Issue, the
period starting on the Sale Date and ending on the earlier of (i) the close of the fifth business day
after the Sale Date ([DATE]), or (ii) the date on which the Initial Purchaser has sold at least 10%
of such Maturity of the Issue to the Public at a price that is no higher than the Initial Offering Price
for such Maturity.

“Maturity” means bonds of the Issue with the same credit and payment terms. Bonds
of the Issue with different maturity dates, or bonds of the Issue with the same maturity date but
different stated interest rates, are treated as separate Maturities.

“Public” means any person (including an individual, trust, estate, partnership,
association, company, or corporation) other than an Underwriter or a related party to an
Underwriter. The term “related party” for purposes of this certificate generally means any two or
more persons who have greater than 50 percent common ownership, directly or indirectly. ‘

“Sale Date ” means the first day on which there is a binding contract in writing for the
sale of a Maturity of the Issue. The Sale Date of the Issue is [DATE].

“Underwriter ” means (i) any person that agrees pursuant to a written contract with the
Issuer (or with the lead underwriter to form an underwriting syndicate) to participate in the initial
sale of the Issue to the Public, and (ii) any person that agrees pursuant to a written contract directly
or indirectly with a person described in clause (i) of this paragraph to participate in the initial sale
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of the Issue to the Public (including a member of a selling group or.a party to a retail distribution
agreement participating in the initial sale of the Issue to the Public).

All capitalized terms not defined in this Certificate have the meaning set forth in the
Issuer’s Tax Comphance Certificate or in Attachment A to it.

(2) Yield. The Yield on the Issue is %, being the discount rate that, when
used in computing the present worth of all payments of principal and interest to be paid on the
Issue, computed on the basis of a 360-day year and semi-annual compounding, produces an
amount equal to the Issue Price of the Issue as stated in paragraph (1) [and computed with the
adjustments stated in paragraphs (5) and (6)].

3 Weighted Average Maturity. The weighted average maturity (defined
below) of the Issue is . years, and the remaining weighted average maturity of the
Current Refunded Bonds is years. The weighted average maturity of an issue is equal to the
sum of the products of the issue price of each maturity of the issue and the number of years to the
maturity date of the respective maturity (taking into account mandatory but not optional
redemptions), divided by the issue price of the entire issue.

() Initial Purchaser’s Discount. The Initial Purchaser’s discount is
$ , being the amount by which the aggregate Issue Price (as set forth in paragraph (1))
exceeds the price paid by the Initial Purchaser to the Issuer for the Issue. :

[(5) Discount Maturities Subject to Mandatory Early Redemption. No
Maturity that is subject to mandatory early redemption has a stated redemption price that exceeds
the [Sale][Initial Offering][Expected Offering] Price[, as applicable,] of such Maturity by more
than one-fourth of 1% multiplied by the product of its stated redemption price at maturity and the
number of years to its weighted average matunty date.]

[Or]

[(5) Discount Maturities Subject to Mandatory Early Redemption. The stated
redemption price at maturity of the Maturities that mature in the year[s] 20__, which Maturities
are the only Maturities of the Issue that are subject to mandatory early redemption [revise as
appropriate], exceeds the [Sale][Initial Offering][Expected Offering] Price[, as applicable,] of such
Maturities by more than one-fourth of 1% multiplied by the product of the stated redemption price
at maturity and the number of years to the weighted average maturity date of such Maturities.
Accordingly, in computing the Yield on the Issue stated in paragraph (2), those Maturities were
treated as redeemed on each mandatory early redemption date at their present value rather than at
their stated principal amount.]

[(6) Premium Maturities Subject to Optional Redemption. No Maturity of the
Issue: " :

o Is subject to optional redemption w1th1n five years of the Issuance Date of the
Issue.

e That is subject to optional redemption has a[n] [Sale][Initial
Offering][Expected Offering] Price[, as applicable,] that exceeds its stated
redemption price at maturity by more than one-fourth of 1% multiplied by the
product of its stated redemption price at maturity and the number of complete
years to its first optional redemption date.]
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[Or]

[(6) Premium Maturities Subject to Optional Redemption. The Maturities that
mature in the year[s] 20 are the only Maturities that are subject to optional redemption before
- maturity and have a[n] [Sale] [Initial Offering]{Expected Offering] Price[, as applicable,] that
exceeds their stated redemption price at maturity by more than one fourth of 1% multiplied by the
product of their stated redemption price at maturity and the number of complete years to their first
optional redemption date. Accordingly, in computing the Yield on the Issue stated in paragraph
(2), each such Maturity was treated as retired on its optional redemption date or at maturity to
result in the lowest yield on that Maturity. No Maturity is subject to optional redemption within

- five years of the Issuance Date of the Issue.]

[Or]

@) No Discount or Preminm Maturities. No Maturity was sold at an original
issue discount or premium.]

[(6 or 8) No Stepped Coupon Maturities. No Maturity bears interest at an increasing
interest rate.]

The signer is an officer of the Initial Purchaser and duly authorized to execute and
deliver this Certificate of the Initial Purchaser. The representations set forth in this certificate are
limited to factual matters only. Nothing in this certificate represents the Initial Purchaser’s
~ interpretation of any laws, including specifically Sections 103.and 148 of the Internal Revenue
Code of 1986, as amended and the Treasury Regulations thereunder. The undersigned
understands that the foregomg information will be relied upon by the Issuer with respect to certain
of the representations set forth in the Tax Compliance Certificate and with respect to compliance
with the federal income tax rules affecting the Issue, and by Squire Patton Boggs (US) LLP and
Amira Jackmon, Attorney at Law, as co-bond counsel o the Issuer, in connection with rendering
their opinions that the inferest on the Issue is excluded from gross fncome for federal income tax
purposes, the preparation of the Internal Revenue Service Form 8038-G, and other federal income
tax advice that co-bond counsel may give to the Issuer from time to time relating to the Issue.

Dated: [Closing Date] INITIAL PURCHASER

By:

Title:
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If the competitive sale requirements are met:

SCHEDULE A
COPY OF INITIAL PURCHASER’S BID

(dttached)

If the issue price is determined using only the hold-the-offering-price rule in Regulations §
1.148-1(f)(2)(ii):

- SCHEDULE A

INITIAL OFFERING PRICES OF THE ISSUE
(dttached) :

SCHEDULE B
PRICING WIRE OR EQUIVALENT COMMUNICATION
‘ (Attached)
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NOTICE OF INTENTION TO SELL

, $ *
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

NOTICE IS HEREBY GIVEN that the City and County of San Francisco Finance Corporation
(the “Corporation™) intends to offer for public sale on , 2018, at :  am. (California time)
$ * aggregate principal amount of City and County of San Francisco Finance
Corporation Refundmg Lease Revenue Bonds, Series 2018[B] (Branch Library Tmprovement Program)
(the “Bonds”) by sealed bids at the Controller’s Office of Public Finance, 1 Dr. Carlton B. Goodlett Place,
City Hall," Room 336, San Francisco, California 94102 and by electromc bids through Ipreo LLC’s
BiDCOMP™/PARITY® System (“Parity”).

The Corporation reserves the right to postpone or cancel the sale of the Bonds or change the terms
thereof upon notice given through Thomson Reuters and Bloomberg Business News (collectively, the
“News Services”) and/or Parity. In the event that no bid is awarded for the Bonds, the Corporation may
reschedule the sale of the Bonds to another date or time by providing notification through Parity and/or the
News Services.

The Bonds will be offered for public sale subject to the terms and conditions of the Official Notice
of Sale, dated on or around _, 2018 (the “Official Notice of Sale”) relating to the Bonds.
Additional information regarding thé proposed sale of the Bonds, including copies of the Preliminary
Official Statement for the Bonds, dated on or around _, 2018 (the “Preliminary Official
Statement”), and the Official Notice of Sale, are expected to be available electronically at
http://www.clsprinting.com/preliminary-official/ on or around _, 2018, and may also be obtained
from either of the City’s Co-Municipal Advisors: (i) Kitahata & Company, 137 Joost Avenue, San
Francisco, California 94131; telephone (415) 337-1950, Attention: Gary Kitahata (email:
gkitahata@gmail.com); or (ii) Backstrom McCarley Berry & Co., LLC, 115 Sansome St., Mez. A, San
Francisco, CA 94104; telephone 415-857-6101, Attention: Vincent McCarley; (email:

- VMcCarley@bmcbco.com). Failure of any bidder to receive such notice shall not affect the legality of the
sale.

Other than with respect to postponement or cancellation as described above, the Corporation
reserves the right to modify or amend the Official Notice of Sale in any respect, as more fully described in
the Official Notice of Sale; provided, that any such modification or amendment will be communicated to
potential bidders through Parity and/or the News Services not later than 1:00 p.m. (California time) on the
business day preceding the date for receiving bids for the Bonds or as otherwise described in the Official
Notice of Sale. Failure of any potential bidder to receive notice of any modification or amendment will not
affect the sufficiency of any such notice or the legality of the sale. The Corporation reserves the right, in
its sole discretion, to reject any and all bids and to waive any irregularity or informality in any bid which
does not materially affect such bid or change the ranking of the bids.

Dated: _ 2018

* Preliminary, subject to change.
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AJ Draft 04/6/2018

$ : . *
CITY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

PURCHASE CONTRACT

, 2018

City and County of San Francisco Finance Corporation and
City and County of San Francisco

1 Dr. Carlton B. Goodlett Place, Room 336

San Francisco, California 94102

Ladies and Gentlemen:

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

* 10(b) hereof, and the Issuer shall be free to sell the Bonds to any other party. |

Capitalized terms used in this Purchase Contract and not otherwise defined herein shall
have the respective meanings set forth for such terms in the Trust Agreement (as hereinafter
defined). : '

Section 1. . Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations, warranties and agreements set forth in this Purchase Contract,. the
Underwriters hereby jointly and severally agree to purchase from the Issuer, and the Issuer agrees

- to sell and deliver to the Underwriters, all (but not less than all) of the $ aggregate
principal amount of the Bonds.

The Bonds shall be dated the date of delivery thereof and shall have the maturities, subject
to the right of prior prepayment, and bear interest at the rates per annum and have the yields all as set
forth on Schedule I attached hereto. '

The purchase price for the Bonds shall be $ , calculated as the aggregate
principal amount of the Bonds in the amount of $ , plus an original issue premium in
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the amount of § and less an aggregate underwriters’ discount in the amount of § .
The net purchase price due at Closing for the Bonds shall be the purchase price for the Bonds less
the amount of the Good Faith Deposit required by Section 9 hereof.

Interest with respect to the Bonds will be excludable from gross income for federal income
tax purposes under Section 103 of the Internal Revenue Code of 1986 and will be exempt from
State of California personal income taxes, all as further described in the Official Statement, dated
the date hereof, and relating to the Bonds (as amended and supplemented, the “Official
Statement”). '

Section 2. Official Statement. The Issuer ratifies, approves and confirms the
distribution of the Preliminary Official Statement with respect to the Bonds, dated _,2018
(together with the appendices thereto, any documents incorporated therein by reference, and any
supplements or amendments thereto, the “Preliminary Official Statement™), in connection with the
offering and sale of the Bonds by the Underwriters prior to the availability of the Official
Statement. The Issuer represents that the Preliminary Official Statement was deemed final as of
its date for purposes of Rule 15¢2-12 promulgated by the Securities and Exchange Corporation
under the Securities Exchange Act of 1934, as amended (“Rule 15¢2-12”), except for the omission
of offering prices, interest rates, selling compensation, aggregate principal amount, principal
. amount per maturity, delivery date, ratings and other terms of the Bonds depending on such
matters.

The Issuer shall provide the Underwriters, within 7 business days after the date hereof (but
in any event at least 2 business days prior to the Closing Date (as defined herein)) with a reasonable
number of copies of the Official Statement in the form of the Preliminary Official Statement with
such changes thereto as have been approved by the Representative (which approval shall not be
unreasonably withheld), as requested by the Representative, for distribution. The Issuer authorizes
and approves the distribution by the Underwriters of the Official Statement in connection with the
offering and sale of the Bonds. The Issuer authorizes the Representative to file, and the
Representative hereby agrees to file at or prior to the Closing Date (as defined herein), the Official -
Statement with Municipal Securities Rulemaking Board Rule G-32 (the “MSRB”), or its
designees. The Official Statement, including the appendices thereto, any documents incorporated
therein by reference, and any supplements or amendments thereto on or prior to the Closmg Date .
is herein referred to as the “Official Statement.”

Section 3. Authorization and Purpose of the Bonds.

The Bonds are being issued for the purpose of providing funds to (a) refund certain
outstandmg bonds previously issued by the Issuer (the “Refunded Bonds™), and (b) pay costs of
issuance of the Bonds.

By Ordinance of the City adopted , 20518, the City has requested, that the Issuer
authorize the issuance of the Bonds, in order for the Issuer to refund the Refunded Bonds. The
Issuer authorized the issuance of the Bonds by Resolution No. ., adopted , 2018 (the
“Resolution”), by the Board of Directors of the Issuer.
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The Issuer shall issue the Bonds pursuant to that certain Master Trust Agreement, dated as
of March 1, 2009, by and between the Issuer and U.S. Bank National Association, as Trustee (the
“Trustee™), as supplemented by a Second Supplemental Trust Agreement, dated as of , 2018,

"by and between the Issuer and the Trustee (the “Trust Agreement™), and use a portion of the
proceeds thereof to make the advance rental payment to the City under the Site Lease, dated as of
‘March 1, 2009, by and-between the City, as lessor, and the Issuer, as lessee, as amended by a
Second Amendment to Site Lease, dated as of 2018 (the “Site Lease”), which the City will
in turn use to prepay its payment obligations under the Master Lease (defined below) as amended
by the Second Amendment to Lease (defined below).

. Pursuant to a Second Amendment to Master Lease, dated as of R '2018, between the

Issuer and the City (the “Second Amendment to Lease” and, together with the Master Lease, dated
as of March 1, 2009 (the “Master Lease™), by and between the City, as lessor, and the Issuer, as
lessee, the “Lease”), Issuer shall lease back the Facilities to the City, and the City shall make
certain periodic rental payments to the Issuer.

Pursuant to an Assignment Agreement (the “Assignment Agreement”), dated as of ,
2018, between the Issuer and the Trustee, the Issuer shall assign to the Trustee its right to receive
such periodic rental payments in order to provide funds to repay the Bonds.

The Bonds shall be payable, and shall be subject to prepayment prior to their respective
stated maturities, as provided in the Trust Agreement and in Schedule I hereto.

This Purchase Contract, the Trust Agreement, the Lease, the Site Lease and the Continuing
Disclosure Certificate are sometimes together referred to in this Purchase Contract as the “Issuer
Documents.”

Section 4. Issuer Representations, Covenants and Agreements. The Issuer represents
and covenants and agrees with each of the Underwriters that as of the date hereof:

(a)The Issuer has full legal right, power and authority to enter into the Issuer
Documents, to approve the Resolution, and to observe, perform and consummate the
covenants, agreements and transactions contemplated by the Issuer Documents and the
Resolution; by all necessary official action of the Issuer, the Issuer has duly adopted the
Resolution prior to or concurrently with the acceptance hereof and has approved the
Preliminary Official Statement and the Official Statement; the Resolution is in full force
and effect and has not been amended, modified or rescinded; the Issuer has duly authorized
and approved the execution and delivery of, and the performance by the Issuer of its
obligations contained in, the Resolution and the Issuer Documents; the Issuer has duly
authorized and approved the execution and delivery of the Official Statement; and the
Issuer is in compliance in all materidl respects with the obligations in connection with the
issuance and delivery of the Bonds on its part contained in the Resolution and the Issuer
Documents. ‘ 4

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

(c)From the date of delivery of the Official Statement (as hereinafter defined) up to
and including the end of the underwriting period (as such term is defined in Rule 15¢2-12),
the Official Statement (except for information regarding DTC and its book-entry only
system) does not and will not contain any untrue statement of a material fact or omit to
state a material fact necessary in order to make the statements made therein, in the light of
the circumstances under which they were made, not misleading. - For purposes of this
Purchase Contract, the end of the underwriting period shall be deemed to be the Closing
Date (as hereinafter defined), unless the Underwriters notify the Issuer to the contrary on
or prior to such date.

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

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

(f) The Issuer is not in material violation of, or in material breach of or in material
default under, any applicable constitutional provision, charter provision, law or
administrative regulation or order of the State or the United States of America or any
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution, or
other agreement or instrument to which the Issuer is a party or to which the Issuer or any
of its properties is otherwise subject, and no event has occurred and is continuing which,
with the passage of time or the giving of notice, or both, would constitute a material default
or event of default under any such instrument; and the execution and delivery of the Issuer
Documents, the adoption of the Resolution and compliance with the provisions of the
Issuer Documents and the Resolution will not conflict with or constitute a material breach
of or material default under any constitutional provision, charter provision, law,
administrative regulation, order, judgment, court decree, loan agreement, indenture, bond,
note, resolution, agreement or other instrument to which the Issuer is subject, or by which

1435



" it or any of its ‘properties is bound, nor will any such execution,. delivery, adoption or
compliance result in the creation or imposition of any lien, charge or other security interest
or encumbrance of any nature whatsoever upon any of its properties or under the terms of
any such law, regulation or mstrument except as permitted by the Issuer Documents and
. the Resolution.

(g) .There is no action, suit, proceeding, inquiry or invéstigation, at law or in
equity, before or by any court, government agency, public board or body, pending, with
service of process having been accomplished, or to the best knowledge of the Issuer after
due inquiry, threatened by a prospective party or their counsel in writing addressed to the
Issuer, (i) in any way questioning the corporate existence of the Issuer or the titles of the
officers of the Issuer to their respective offices; (ii) in any way contesting, affecting or

‘seeking to prohibit, restrain or enjoin the execution or delivery of any of the Bonds, or the
payment of the principal and interest with respect to the Bonds, or the application of the
proceeds of the Bonds; (iii) in any way contesting or affecting the validity- of the Bonds,
the Resolution, or the Issuer Documents, or contesting the powers of the Issuer or any
authority for the issuance and delivery of the Bonds, the approval of the Resolution or the
execution and delivery by the Issuer of the Issuer Documents or the Official Statement;
(iv) which would likely result in any material adverse change relating to the business,
operations or financial condition of the Issuer or satisfy its payment obligations with
respect to the Bonds; or (v) contesting the completeness or accuracy of the Preliminary
Official Statement or the Official Statement or asserting that the Preliminary Official
Statement or the Official Statement contained any untrue statement of a material fact or
omitted to state a material fact necessary in order to make the statements made therein, in
the light of the circumstances under which they were made, not misleading.

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

(i) The Issuer Documents when executed or adopted by the Issuer, will be legal,
valid and binding obligations of the Issuer enforceable in accordance with their respective
terms, subject to bankruptcy, insolvency, reorganization, moratorium, other laws affecting
creditors rights generally, and to limitations on remedles against cities and counties under
California law.

(§) All material authorizations, approvals, licenses, permits, consents and orders of
any governmental authority, legislative body, board, court, agency or commission having
jurisdiction of the matter which are required for the due authorization of, which would.
constitute a condition precedent to, or the absence of which would materially adversely
affect the due performance by the Issuer of, its respective obligations under Issuer
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Documents and the Resolution have been duly obtained or when required for future
performance are expected to be obtained, except for such approvals, consents and orders
as may be required under the Blue Sky or securities laws of any state in connection with
the offering and sale of the Bonds.

(k)  The financial statements of the -Issuer for the fiscal year ended
June 30, 2017, set forth as an Appendix to the Official Statement fairly present the financial
position of the Issuer as of the dates indicated and the results of its operations, the sources
and uses of its cash and the changes in its fund balances for the periods therein specified to
the extent included therein and, other than as set forth in the Official Statement, were
prepared in conformity with generally accepted accounting principles applied on a
consistent basis.

() The Issuer has never defaulted in the payment of principal or interest with respect
to any of its general obligation bonds.

(m)  The Issuer will undertake, pursuant to the Resolution and a Continuing
Disclosure Certificate to provide certain annual financial information and notices of the
occurrence of certain enumerated events pursuant to paragraph (b)(5) of Rule 15¢2-12. An
accurate description of this undertaking is set forth in the Preliminary Official Statement

* and will also be set forth in the Official Statement. The Issuer has been and is in
compliance with its continuing disclosure obligations under Rule 15¢2-12, as described in
the Official Statement.

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

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

(a)The Representative has been duly authorized to enter into this Purchase Contract .
and to act hereunder by and on behalf of the Underwriters.

(b) It shall comply with the San Francisco Business Tax Ordinance and shall,
if not otherwise exempt from such ordinance, provide to the Issuer a Business Tax
Registration Certificate on or pr1or to the date hereof.

(c)It shall comply with Chapter 12B of the San Francisco Administrative Code,
entitled “Nondiscrimination in Contracts,” which is incorporated herein by this reference.

(d)  This Purchase Contract, assuming due and legal execution and delivery
thereof by, and validity against, the Issuer, when executed by the Representative, will be a
legal, valid and binding joint and several obligation of each Underwriter enforceable in
accordance with its terms, subject to valid bankruptcy, insolvency, reorganization,
moratorium and other laws affecting creditors’ rights generally. The Underwriters
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represent and warrant to the Issuer that the Representative has been duly authorized to enter
into this Purchase Contract and to act hereunder by and on behalf of the Underwriters. Any
authority, discretion or other power conferred upon the Underwriters by this Purchase

Contract may be exercised jointly by all of the Underwriters or by the Representatwe on
their behalf.

.Section 6. Offering.

(a)It shall be a condition to the Issuer’s obligations to sell and to deliver the Bonds
to the Underwriters and to the Underwriters’ obligations to purchase and to accept delivery
of the Bonds that the entire $ principal amount of the Bonds shall be issued,
sold and delivered by or at the direction of the Issuer and purchased, accepted and paid for
by the Underwriters at the Closing. On or prior to the Closing, the Representative will -
prov1de the Issuer with information regarding the reoffering prices and ylelds on the Bonds,
in such form as the Issuer may reasonably request.

(b)  The Underwriters agree to make a bona fide public offering of all the Bonds,
at prices not in excess of the initial public offering prices as set forth in the Official
Statement. The Underwriters may offer and sell the Bonds to certain dealers (including
dealers depositing the Bonds into investment trusts) and others at prices lower than the
public offering price stated on the cover of the Official Statement. Each of the
. Underwriters will provide, consistent with the requirements of MSRB, for the delivery of
a copy of the Official Statement to each customer who purchases a Bond during the
underwriting period. Each of the Underwriters further agree that it will comply with -
applicable laws and regulations, including without limitation Rule 15¢2-12, in connection
with the offering and sale of the Bonds.

(©) Issue Price, Notwithstanding any provision of this Purchase Contract to the
contrary, the Underwriters and Issuer agree to the following provisions related to the issue
price of the Bonds: :

(1)  For pﬁrposes of this section, the following definitions apply:

) “Public” means any person other than an underwriter or a related party to
an underwriter.
(ii)  “umderwriter” means (A) any person that agrees pursuant to a written

contract with the Issuer, as accepted and agreed to by its Controller, (or with the
lead underwriter for the Bonds to form an underwriting syndicate) to participate in .
the initial sale of the Bonds to the public and (B) any person that agrees pursuant
to a written contract directly or indirectly with a person described in clause (A) to
participate in the initial sale of the Bonds to the public (including a member of a
selling group or a party to a retail distribution agreement part101pat1ng in the initial
sale of the Bonds to the public).

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

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

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

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

: (4)  Schedule I also sets forth, as of the date of this Purchase Contract, the
maturities, if any, of the Bonds for which the 10% test has not been satisfied and for which
the Issuer and the Representative, on behalf of the Underwriters, agree that the restrictions
set forth in the next sentence shall apply, which will allow the Issuer to treat the initial
offering price to the public of each such maturity as of the sale date as the issue price of
that maturity (the “hold-the-offering-price rule”). So long as the hold-the-offering-price
rule remains applicable to any maturity of the Bonds, the Underwriters will neither offer
nor sell unsold Bonds of that maturity to any person at a price that is higher than the initial
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offering price to the public durmg the period starting on the sale date and ending on the
earlier of the followmg

)  the close of the fifth (5™) business day after the sale date; or

(i)  the date on which the Underwriters have sold at least 10% of that maturity
of the Bonds to the public at a price that i ismo higher than the initial offering price
to the public.

The Representatlve shall promptly advise the Issuer when the Underwriters have sold 10%
of that maturity of the Bonds to the public at a price that is no higher than the initial offering

price to the public, if that occurs pI‘lOI‘ to the close of the fifth (5th) business day after the
sale date.

The Issuer acknowledges that, in making the representation set forth in this
" Section 1, the Representative will rely on (i) the agreement of each Underwriter to comply
_ with the hold-the-offering-price rule, as set forth in an agreement among underwriters and
the related pricing wires, (ii) in the event a selling group has been created in connection
with the initial sale of the Bonds to the public, the agreement of each dealer who is a
- member of the selling group to comply with the hold-the-offering-price rule, as set forth in
a selling group agreement and the related pricing wires, (iii) in the event that an
Underwriter is a party to a retail distribution agreement that was employed in connection
with the initial sale of the Bonds to the public, the agreement of each broker-dealer that is
a party to such agreement to comply with the hold-the-offering-price rule, as set forth in
the retail distribution agreement and the related pricing wires, and (iv) each Underwriter’s
representations contained in a certificate in substantially the form set forth in Exhibit B
hereto confirming its compliance with its obligations regarding the hold-the-offering-price
rules. The Issuer further acknowledges that each Underwriter shall be solely liable for its
failure to comply with its agreement regarding the hold-the-offering-price rule and that no
Underwriter shall be liable for the failure of any other Underwriter, or of any dealer who
is a member of a selling group, or of any broker-dealer that is a party to a retail distribution
agreement, to comply with its corresponding agreement regarding the hold-the-offering-
price rule as applicable to the Bonds. :

(5) The Representative confirms that:

(i) any agreement among underwriters, any selling group agreement and each
retail distribution agreement (to which the Representative is a party) relating to
the initial sale of the Bonds to the public, together with the related pricing wires,
contains or will contain language obligating each Underwriter, each dealer who
is a member of the selling group, and each broker-dealer that is a party to such
retail distribution agreement, as applicable, to (A) report the prices at which it
sells to the public the unsold Bonds of each maturity allotted to. it until it is-
notified by the Representative that either the 10% test has been satisfied as to the
Bonds of that maturity or all Securities of that maturity have been sold to the
public and (B) comply with the hold-the-offering-price rule, if applicable, in each
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case if and for so Idng as directed by the Representative and as set forth in the
related pricing wires;

(ii) any agreement among underwriters relating to the initial sale of the Bonds
to the public, together with the related pricing wires, contains or will contain
laniguage obligating each Underwriter that is a party to a retail distribution
agreement to be employed in connection with the initial sale of the Bonds to the
public to. require each broker-dealer that is a party to such retail distribution
agreement to (A) report the prices at which it sells to the public the unsold Bonds
of each maturity allotted to it until it is notified by the Representative or the
Underwriter that either the 10% test has been satisfied as to the Bonds of that
maturity or all Bonds of that maturity have been sold to the public and (B) comply
with the hold-the-offering-price rule, if applicable, in each case if and for so long
as directed by the Representative or the Underwriter and as set forth in the related
pricing wires; and ‘

(6) The Underwriters understand that sales of any Bonds to any person that is a
Related Party to an underwriter shall not constitute sales to the Public for purposes of this
Section 1.. :

Section 7. Closing. At am,, California time, on _, 2018, or at such
other time as shall have been mutually agreed upon by the Issuer and the Representative (the
~ “Closing Date” or the “Closing”), the Issuer will deliver or cause to be delivered to the account of
the Representative (through DTC) the Bonds duly executed on behalf of the Issuer, together with
the other certificates, opinions and documents set forth in Section 8(d); and the Representative will
accept such delivery (through DTC) and pay by wire transfer the purchase price of the Bonds set
forth in Section 1.

Payment for the delivery of the Bonds shall be coordinated at the offices of Squire Patton
Boggs (US) LLP (and, together with and Amira Jackmon, Attorney at Law, “Co-Bond Counsel”),
in San Francisco, California, or at such other place as may be mutually agreed upon by the Issuer
and the Underwriters. Such payment and delivery is called the “Closing.” The Representative
shall order CUSIP identification numbers and the Issuer shall cause such CUSIP identification -
numbers to be printed on the Bonds, but neither the failure to print any such number on any Bond
nor any error with respect thereto shall constitute cause for failure or refusal by the Representative
to accept delivery of and pay for the Bonds in accordance with the terms of this Purchase Contract.
Physical delivery of the Bonds shall be made to.the City Treasurer, as agent for DTC under the
Fast Automated Securities Transfer System, or as otherwise instructed by the Underwriters, and
will be in printed form, will be prepared and delivered in registered form and will be registered in
the name of Cede & Co., as nominee of DTC., The Bonds will be made available to the
Representative for checking not less than 2 business days prior to the Closing.

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

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

(b) at the time of the Closing, the Issuer Documents shall be in full force and
effect and shall not have been amended, modified or supplemented, and the Official
Statement shall not have been amended, modified or supplemented, except as may have
been agreed to by the Representative;

(c)(1) the Underwriters shall have the right to cancel their obligation to purchase
the Bonds by written notification from the Representative to the Issuer if at any time after
the date of this Purchase Contract and prior to the Closing:

(1) any event shall have occurred or any fact or condition shall have
become known which, in the reasonable judgment of the Underwriters upon
consultation with the Issuer, Co-Bond Counsel and Disclosure Counsel (both as
hereinafter defined), either (A) makes untrue or incotrect in any material respect
any statement or information contained in the Official Statement or (B) is not
reflected in the Official Statement but should be reflected therein in order to make
the statements and mformauon contained therein not misleading in any materlal
respect; or

(i)  legislation shall be enacted, or a decision by a court of the United
States shall be rendered, or any action shall be taken by, or on behalf of, the
Securities and Exchange Commission which in the reasonable opinion of the
Underwriters has the effect of requiring the Bonds to be registered under the
Securities Act of 1933, as amended, or requires the qualification of the Trust
Agreement under the Trust Indenture Act of 1939, as amended, or any laws
analogous thereto relating to governmental bodies; or

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

(iv)  any state blue sky or securities commission or other governmental
agency or body shall have withheld registration, exemption or clearance of the
offering of the Bonds as described herein, or 1ssued a stop order or similar ruling
relating thereto;

(v)  there shall have occurred any materiaﬂy adverse change in the
affairs or financial condition of the Issuer, except for changes which the Official

Statement discloses are expected to occur; provided however, that any such
material adverse change shall have the effect of materially adversely affecting,
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directly or indirectly, the market price of the Bonds, the ability of the Underwriters
to enforce contracts for the Bonds or the sale at the contemplated offering price by
the Underwriters of the Bonds;

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

1) there shall have occurred or any notice shall have been given of any,
downgrading, suspension, withdrawal, or negative change in credit watch status by
Moody’s Investors Service, S&P Global Ratings and Fitch, Inc. or any other
national rating service to any of the Issuer’s obligations (including the ratings to be
accorded the Bonds);

(il  any proceeding shall have been commenced or be threatened in
. writing by the Securities and Exchange Commission (the “SEC”) against the Issuer;

(ili) an amendment to the Constitution of the United States or the State
.of California shall have been passed or legislation shall have been introduced in or
enacted by the Congress of the United States or the California legislature or
legislation pending in the Congress of the United States shall have been amended
or legislation shall have been recommended to the Congress of the United States or
to the California legislature or otherwise endorsed for passage (by press release,
other form of notice or otherwise) by the President of the United States, the
Treasury Department of the United States, the Internal Revenue Service or the
Chairman or ranking minority member of the Committee on Finance of the United
States Senate or the Committee on Ways and Means of the United States House of
Representatives, or legislation shall have been proposed for consideration by either
such Committee by any member thereof or presented as an option for consideration
by either such Committee by the staff of such Committee or by the staff of the Joint
Committee on Taxation of the Congress of the United States, or legislation shall
have been favorably reported for passage to either House of the Congress of the
United States by a Committee of such House to which such legislation has been
referred for consideration, or a decision shall have been rendered by a court of the
United States or of the State of California or the Tax Court of the United States, or
a ruling shall have been made or a regulation or temporary regulation shall have
been proposed or made or any other release or announcement shall have been made
by the Treasury Department of the United States, the Internal Revenue Service or
other federal or State of California authority, with respect to federal or State of
California taxation upon revenues or other income of the general character to be
derived pursuant to the Resolution which may have the purpose or effect, directly
or indirectly, of affecting the tax status of the Issuer, its property or income, its
securities (including the Bonds) or any tax exemption granted or authorized by
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Stafe of California legislation or, in the reasonable judgment of the Representative
matenally and adversely affecting the market for the Bonds or the market price
generally of obligations of the general character of the Bonds;

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

(v)  the declaration of a general banking moratorium by federal, New
York or California authorities, or the general suspension of trading on any national
securities exchange or the establishment of minimum prices on such national
securities exchanges, or the establishment of material restrictions (not in force as
the date hereof) upon trading securities generally by any governmental authority or
any nat1ona1 securities exchange; or

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

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

(viii) the purchase of and payment for the Bonds by the Underwriters, or
the resale of the Bonds by the Underwriters, on the terms and conditions herein
provided shall be prohibited by any applicable law, governmental authority, board,

-agency or commission.

(d)  ator prior to the Closing, the Underwriters shall have recewed each of the
following documents:

(1)  the Official Statement, together with any supplements or amendments
-thereto in the event the Official Statement has been supplemented or amended, with the
Official Statement and each supplement or amendment (if any) signed on behalf of the
Issuer by its authorized officer;

(2)  copies of the adopted Ordinance, certified by the Clerk of the Board of
Supervisors as having been duly enacted by the Board of Supervisors of the City and as
being in full force and effect; -

13

1444



(3‘) copies of the adopted Resolution, certified by the Secretary of the Board
of Directors of the Issuer as having been duly enacted by the Issuer and as being in full
force and effect;

(4)y  a certificate of the Issuer executed by its- authorized officer(s),
substantially in the form attached hereto as Exhibit B;

(5)  an opinion of Counsel to the Issuer addressed solely to the Issuer
substantially in the form attached hereto as Exhibit C;

(6)  opinions of Co-Bond Counsel, in substantially the form set forth in
Appendix F to the Official Statement;

(7)  supplemental opinions of Co-Bond Counsel, addressed to the Issuer and
the Underwriters, dated the Closing Date and substantially in the form attached hereto as
Exhibit D;

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

(9)  anopinion of | , Underwriters’ Counsel (“Underwriters’
Counsel”), dated the Closing Date and addressed to the Underwriters in form and
substance acceptable to the Underwriters;

(10) a Tax Certificate of the Issuer regarding the Bonds, m form satisfactory
to Co-Bond Counsel

(11)  evidence of required filings with the California Debt and Investment
Advisory Commission;

(12) evidence satisfactory to the Representeti_ve that Meody’s Investors
Service, Inc., S&P Global Ratings and Fitch, Inc. have assigned ratings to the Bonds set
forth in the Preliminary Official Statement;

(13)  the Continuing Disclosure Certificate duly executed by the Issuer; and

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

All of the opinions, letters, certificates, instruments and other documents mentioned in this
Purchase Contract shall be deemed to be in compliance with the provisions of this Purchase
Contract if, but only if, they are in form and substance satisfactory to the Representative and
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Underwriters’ Counsel. If the Issuer is unable to satisfy the conditions to the obligations of the

Underwriters to purchase, to accept delivery of and to pay for the Bonds contained in this Purchase

Contract, or if the obligations of the Underwriters to purchase, to accept delivery of and to pay for

the Bonds are. terminated for any reason permitted by this Purchase Contract, this Purchase

Contract shall terminate and neither the Underwriters nor the Issuer shall be under further

obligations hereunder, except that the respective obligations of the Issuer and the Underwriters set
. forth in Section 10 of this Purchase Contract shall continue in full force and effect.

Section 9. Good Faith Deposit. To secure the Issuer from any loss resulting from the
failure of the Underwriters to comply with the terms of this Purchase Contract, the Representative
has sent to the City Treasurer a wire transfer (in immediately available funds) payable to the order

~of the City Treasurer, for the benefit of the Issuer, in the amount of § ,000 (the “Good Faith
Deposit™), the receipt of which is hereby acknowledged by the Issuer. The Good Faith Deposit
will, immediately upon the Issuer’s acceptance of this offer, become the property of the Issuer.
The Good Faith Deposit will be held and invested for the exclusive benefit of the Issuer. At the
Closing, the Underwriters shall pay or cause to be paid the net aggregate purchase price of the
Bonds (as specified in Section 1 of this Purchase Contract) which takes into account the Good
‘Faith Deposit. If the Underwriters fail to pay the purchase price in full upon tender of the Bonds
(other than for a reason expressly set forth in Section 8 of this Purchase Contract), the Underwriters
will have no right to recover the Good Faith Deposit or to any allowance or credit therefor, and
the Good Faith Deposit, together with any interest thereon, will be retained by the Issuer as and
for liquidated damages for such failure by the Underwriters. Retention of the Good Faith Deposit
shall constitute the Issuer’s sole and exclusive remedy and full liquidated damages for the
Underwriters® failure (other than for a reason expressly set forth herein) to purchase and accept
delivery of the Bonds pursuant to the terms of this Purchase Contract. Upon such retention, the
Underwriters shall be released and discharged from any and all claims for damages by the Issuer
against the Underwriters related to such failure and any other defaults by Underwriters hereunder.
The Underwriters and the Issuer hereby acknowledge and agree that the amount fixed pursuant to -
this Section for liquidated damages does not constitute a penalty and is a reasonable estimate of
the damages that the Issuer would sustain in the event of the Underwriters’ failure to purchase and
to accept delivery of the Bonds pursuant to the terms of this Purchase Contract. The amount is
agreed upon and fixed as liquidated damages because of the difficulty of ascertaining as of the date
hereof the amount of damages that would be sustained in such event. Each of the Underwriters
-waives any right to claim that actual damages resulting from such failure are less than the amount
of such liquidated damages.

Section 10.  Expenses.

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

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

Section 11.  Notices. Any notice or other communication to be given to the Issuer under
this Purchase Contract may be given by delivering the same in writing to the Issuer at the address
set forth above and any notice or other communication to be given to the Underwriters under this
Purchase Contract may be given by delivering the same in writing to the Representative:

If to the Issuer:

City and County of San Francisco
Finance Corporation

c/o City and County of San Francisco
‘Office of Public Finance

City Hall, Room 336

1 Dr. Carlton B. Goodlett Place

San Francisco, California 94102
Telephone: (415) 554-5956

Fax: (415) 554-4864

If to.the Undérwriters:

Telephone:
Fax:

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

"Contract; and (iii) any termination of this Purchase Contract.

16

1447



Section 13.  Invalid or Unenforceable Provisions. In the event that any provision of this
Purchase Contract shall be held invalid or unenforceable by any court of competent jurisdiction,
such holding shall not invalidate or render unenforceable any other provision of this Purchase
Contract.

Section 14.  Counterparts. This Purchase Contract may be executed by the parties hereto
in separate counterparts, each of which when so executed and delivered shall be an original, but
all such counterparts shall together constitute but one and the same instrument. This Purchase
Contract may be signed in counterparts, and upon delivery to the other party of such signed
Purchase Contract, which delivery may be by facsimile transmission, shall constitute the binding
agreement of each party to this Purchase Contract. '

Section 15.  Governing Law; Venue. This Purchase Contract shall be governed by and
interpreted under the laws of the State of California. Venue for all litigation relative to the
formation, interpretation and performance of this Purchase Contract shall be in the City of San .
Francisco.

Section 16.- City Contracting Requirements. The City Contracting Requirements sets
" forth in Attachment A attached hereto are incorporated herein by this reference.

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

Section 18.  Entire Agreement. This Purchase Contract, when accepted by the Issuer,
 shall constitute the entire agreement between the Issuer and the Underwriters and. is made solely
for the benefit of the Issuer and the Underwriters (including the successors or assigns of any
Underwriter with the consent of the Issuer) and no other person shall acquire or have any right
hereunder by virtue hereof. All of the Issuer’s representations, warranties and agreements in this
Purchase Contract shall remain operative and in full force and effect, regardless of (a) any
investigation made by or on behalf of the Underwriters, (b) delivery of and payment for the Bonds
hereunder, and (c) any termination of this Purchase Contract.

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

- or a fiduciary of the Issuer, and may have financial and other interests that differ from those of the
Issuer, (iii) the Underwriters have not assumed (individually or collectively) a fiduciary
responsibility in favor of the Issuer with respect to the offering of the Bonds or the discussions,
undertakings and procedures leading thereto (whether or not any Underwriter, or any affiliate of
an Underwriter, has provided or is currently providing services or advice to Issuer on other
matters), and (iv) the Issuer and the Underwriters have consulted with their respective legal,
financial and other advisors to the extent they deemed appropriate in connection with the offering
of the Bonds. None of the Underwriters is acting as a Municipal Advisor (as defined in Section
15B of the Exchange Act of 1934, as amended) in connection with the matters contemplated by
this Purchase Contract.
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This Purchase Contract shall become effective upon execution of the acceptance of this Purchase
Contract by the Issuer and shall be valid and enforceable as of the time of such acceptance.

Very truly yours,
[UNDERWRITERS]
By: , as Representative

By:

[Title]

CITY AND COUNTY OF SAN FRANCISCO FINANCE
CORPORATION
By:

President

CI1TY AND COUNTY OF SAN FRANCISCO FINANCE
CORPORATION

By:

Director of Public Finance

ACCEPTED at [ 1 [a.m./p.m.] Pacific Time this __ day of ,2018
APPROVED AS TO FORM:

DENNIS J. HERRERA,
CITY ATTORNEY

- By:

KENNETH DAVID ROUX
Deputy City Attorney
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ATTACHMENT A

- CITY CONTRACTING PROVISIONS

Attachment A-1
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SCHEDULE I

“ e

‘MATURITY SCHEDULE
$
Bonds
Maturity Date Principal - Interest
() Amount Rate Yield __Price

% Term Bonds Due 1,20, Yield: %, Price: %
% Term Bonds Due 1,20, Yield: %, Price: - %

Schedule I-2
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EXHIBIT A

FORM OF ISSUE PRICE CERTIFICATE

B-1
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FORM OF UNDERWRITERS CERTIFICATE A
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EXHIBIT B

$ * :
CITY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

FORM OF CERTIFICATE OF THE ISSUER

The undersigned - and , respectively,
of the City and County of San Francisco Fmance Corporation (“the Issuer™), acting in their official
capacities, hereby certify as follows in connection with the issuance and sale of the bonds
. captioned above (the “Bonds”)'

1. The Issuer is a nonprofit public beneﬁt corporation duly organized and validly
existing under the laws of the State of California (the “State”), with full right, power and authority
to (a) manage, control, hold and convey property for the use and benefit of the Issuer, and (b) enter
into and perform all of the transactions contemplated by the Trust Agreement, the Facility Lease,
the Site Lease, the Asset Transfer Agreement, the Continuing Disclosure Certificate (the
“Continuing Disclosure Certificate”) executed by the Issuer and the Purchase Contract, dated

_,20__(the “Purchase Contract™), between the Issuer and _ ___,acting on its behalf
and on behalf of ' , as underwriters (collectively, the “Issuer Documents™).
Capitalized terms not otherwise defined herein shall have the meanings assigned thereto in the
Purchase Contract.

2. The persons named below are now, and at all times from and after 1,20,
have been duly appointed and qualified officers of the Issuer holding the offices of the Issuer set
forth opposite their respective names, and each of the undersigned certifies that the signature
affixed following the other of the unders1gned’s name and office is the genuine signature of such
person.

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

, 4, The Issuer has duly authorized the execution and delivery of the Issuer Documents

and is authorized to perform the obligations on its part to be performed under the Issuer
Documents, and each of the Issuer Documents constitutes the legal, valid and binding obligation
of the Issuer enforceable against the Issuer in accordance with its respective terms.

5. Except for any information about book-entry or The Depository Trust Company,
included therein, as to which we express no opinion or view, as of the date thereof, the Official
Statement as of its date did not, and as of the date hereof, does not, contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary to make
the statements therein, in the light of the circumstances under which they were made, not
misleading..
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6. The Issuer is not in breach of or in default under any applicable law or
administrative regulation of the State or the United States of America or any applicable judgment
or decree or any loan agreement, note, ordinance, resolution, agreement or other instrument to
which the Issuer is party or otherwise subject, which breach or default would in any way materially
and adversely affect the Issuer Documents or the performance of any of the Issuer’s obligations
thereunder. No event has occurred and is continuing that with the passage of time or giving of
notice, or both, would constitute such a breach or default. The execution and delivery by the Issuer
of the Issuer Documents and compliance with the provisions thereof will not conflict with or
constitute a breach of or default under any law, administrative regulation, judgment, decree or any
agreement or other instrument to which the Issuer is a party or is otherwise subject; nor will any
such execution, delivery or compliance result in the creation or imposition of any lien, charge,
encumbrance or security interest of any nature whatsoever upon any of the revenues, property or
assets of the Issuer, except as expressly provided or permitted by the Resolution.

7. No litigation is pending (with service of process having been accomplished) or, to
the knowledge of the undersigned, threatened (a) to restrain or enjoin the issuance and delivery of
the Bonds or the execution of and performance by the Issuer of the Issuer Documents or (b) in any
way contesting or affecting the validity of the Bonds, the Issuer Documents or the performance by
the Issuer of its obligations under the Issuer Documents.

8. There is no litigation pending (with service of process having been accomplished),
or, to the knowledge of the undersigned, threatened against the Issuer or involving any of the
property or assets under the control of the Issuer, including, without limitation, the Facilities that
involves the possibility of any judgment or uninsured liability which may result in any material
adverse change in the business, properties or assets or.in the condition, financial, physical, legal
or otherwise, of the Issuer or of the Facilities.
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9. The Issuer does hereby certify that Resolution No. , adopted by the Board
of Directors of the Issuer on _, 2018 was duly adopted at proceedings duly conducted
by the Issuer and that such Resolution is in full force and effect and has not been amended,
modified or rescinded as of the date hereof.

IN WITNESS WHEREOQF, the undersfgned have hereunto set their hands.

Dated: _,2018.

/

' Name Office . Signature -
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EXHIBIT C

FORM OF OPINION OF CORPORATION COUNSEL]

C-1
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" EXHIBIT D

FORM OF SUPPLEME_NTAL OPINION OF CO-BOND COUNSEL

D-1
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n are subject to completion or amendment without notice. Under no circumstances shall this Preliminary O

This Preliminary Official Statement and the information contained herei

fficial

or sale woulid be

solicitation,

in any jurisdiction in which such offer,

nor shall there be any sale of these securities,

Statement constitute an offer to sell or the solicitation of an offer to buy,

unlawful prior to registration or qualification under the securities laws of such jurisdiction.

Hawkins Delafield & Wood LLP

Draft of 4/6/2018
PRELIMINARY OFFICIAL STATEMENT DATED MAY _ , 2018
NEW ISSUE — BOOK-ENTRY ONLY RATINGS
Moody’s:
‘S&P:
Fitch: ___ _

(See “Ratings” herein)

In the opinion of Squire Patton Boggs (US) LLP and Amira Jackmon, Attorney at Law, Co-Bond Counsel, under existing law (i) assuming continuing
compliance with certain covenants and the accuracy of certain representations, interest on the Series 2018 Bonds is excluded from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax; however, interest on the Series 2018 Bonds is
included in the calculation of a corporation’s adjusted current earnings for purposes of, and thus may be subject to, the corporate alternative minimum tax
(applicable only to taxable years beginning before January 1, 2018), and (i) interest on the Series 2018 Bonds is exempt from State of California personal
income taxes. Interest on the Series 2018 Bonds may be subject to certain federal taxes imposed only on certain corporations. For a more complete
discussion of the tax aspects, see “TAX MATTERS” herein.

$[Par Amount]*
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION .
REFUNDING LEASE REVENUE BONDS, SERIES 2018[B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

Dated: Date of Delivery ‘ . Due: [June 15}, as shown on the inside cover

The City and County of San Francisco Finance Corporation Refunding Lease Revenue Bonds, Series 2018[B] (Branch Library Improvement Program) (the
“Series 2018 Bonds™), will be issued pursuant to a Master Trust Agreement, dated as of March 1, 2009 (the “Master Trust Agreement™), as amended by the
First Supplemental Trust Agreement, dated as of June 1, 2018 (the “First Supplemental Trust Agreement,” and together with-the Master Trust Agreement,
the “Trust Agreement”), by and between the City and County of San Francisco Finance Corporation (the “Corporation”) and U.S. Bank National
Association, as trustee (the “Trustee”), and the Charter of the City and County of San Francisco (the “City”). See “INTRODUCTION -~ Authority for
Issuance.” The Series 2018 Bonds are being issued to: (i) redeem all of the Corporation’s outstanding Lease Revenue Bonds, Series 2009A (Branch Library
Improvement Program) (the “Refunded Bonds”), and (ii) pay costs associated with the issuance of the Series 2018 Bonds and the redemption of the
Refunded Bonds. See “PLAN OF REFUNDING” and “ESTIMATED SOURCES AND USES OF FUNDS.” The City owns various real property in the
City (the “Sites”) that will be leased by the City, as lessor, to the Corporation, as lessee, pursuant to a Facilities Lease, dated as of March 1, 2009 (the
“Original Facilities Lease™), as amended by the First Amendment to Facilities Lease, dated as of June 1, 2018 (the “First Amendment to Facilities Lease,”
and together with the Original Facilities Lease, the “Facilities Lease”). The Sites and the improvements thereon (collectively, the “Facilities”) will be leased
by the Corporation, as lessor, to the City, as lessee, pursuant to a Master Lease, dated as of March 1, 2009 (the “Master Lease”), as amended by the First
Amendment to Master Lease, dated as of June 1, 2018 (the “First Amendment to Master Lease,” and together with the Master Lease, the “Lease”).

The Series 2018 Bonds are primarily payable from rental payments to be made by the City to-the Corporation pursuant to the Lease. Under the Lease, 50
long as the City has beneficial use and occupancy of the Facilities, the City is obligated to make Rental Payments (defined herein), in amounts sufficient, in
both time and amount, to pay the principal of and interest on the Series 2018 Bonds. Under the Lease, the City has covenanted to take such action as may be
necessary to include all Rental Payments due in its annual budget and to make the necessary annual appropriations therefor. See “SECURITY AND
SOURCES OF PAYMENT — Lease Not a Debt of City; Covenant to Appropriate.”

The Series 2018 Bonds will be issued only as fully registered bonds without coupons and when issuéd will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”). Individual purchases of the Series 2018 Bonds will be made in book-entry
form only, in denominations of $5,000 or any integral multiple thereof. Beneficial Owners of the Series 2018 Bonds will not receive physical delivery of
bond cettificates. Payments of principal of and interest on the Series 2018 Bonds will be made by the Trustee, to DTC, which in tumn is required to remit
such principal and interest to the DTC Participants for subsequerit disbursement to the Beneficial Owners of the Series 2018 Bonds. See APPENDIX E —
“DTC AND THE BOOK-ENTRY ONLY SYSTEM.” The Series 2018 Bonds will be dated and bear interest from their date of delivery. .Interest on the
Series 2018 Bonds will be payable on [June 15] and [December 15] of each year, commencing [December 15, 2018]. The Series 2018 Bonds are subject to
redemption prior to their respective stated maturities. See “THE SERIES 2018 BONDS — Redemption Provisions.”

THE SERIES 2018 BONDS ARE LIMITED OBLIGATIONS OF THE CORPORATION PAYABLE SOLELY FROM BASE RENTAL PAYMENTS
MADE BY THE CITY TO THE CORPORATION PURSUANT TO THE LEASE AND ANY OTHER AMOUNTS HELD IN CERTAIN FUNDS AND
ACCOUNTS ESTABLISHED PURSUANT TO THE TRUST AGREEMENT, SUBJECT TO THE PROVISIONS OF THE TRUST AGREEMENT
PERMITTING THE APPLICATION OF SUCH AMOUNTS FOR THE PURPOSES AND ON THE TERMS AND CONDITIONS SET FORTH IN THE
TRUST AGREEMENT. THE PRINCIPAL OR REDEMPTION PRICE OF, AND INTEREST ON, THE SERIES 2018 BONDS WILL BE PAYABLE
ONLY FROM THE FUNDS DESCRIBED IN THE TRUST AGREEMENT AND NEITHER THE CORPORATION NOR ANY MEMBER OF ITS
BOARD OF DIRECTORS WILL INCUR ANY LIABILITY OR ANY OTHER OBLIGATION WITH RESPECT TO THE ISSUANCE OF THE SERIES
2018 BONDS. THE OBLIGATION OF THE CITY TO MAKE RENTAL PAYMENTS UNDER THE LEASE DOES NOT CONSTITUTE A DEBT OR
GENERAL OBLIGATION OF THE CITY, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING
OF THE CONSTITUTION OF THE STATE OF CALIFORNIA OR ANY STATUTORY DEBT LIMITATION OR RESTRICTION,

MATURITY SCHEDULE
(See inside cover)

Bids for the purchase of the Series 2018 Bonds will be received by the Corporation at am. California time on May __, 2018, as provided in the
Official Notice of Sale inviting bids dated May __, 2018, unless postponed as set forth in such Official Notice of Sale. See “Sale of the Series 2018 Bonds™"
herein. :

This cover page contains certain information for general reference only. It is not a summary of this issue. Investors should read this entire Official Statement
to obtain information essential to the making of an informed investment decision.

The Series 2018 Bonds are offered when, as, and if issued by the Corporation and accepted by the purchaser, subject to the approval of legality by Squire
Patton Boggs (UC) LLP, San Francisco, California, and Amira Jackmon, Attorney at Law, Berkeley, California, Co-Bond Counsel. Certain legal matters will
be passed upon for the Corporation by its counsel, Dannis Woliver Kelley, San Diego, California, and the City by the City Attorney and Hawkins Delafield
& Wood LLP, San Francisco, California, Disclosure Counsel. It is expected that the Series 2018 Bonds will be available for delivery in book-entry form

through the facilities of DTC in New York, New York, on or about June __, 2018. :

Dated: May __, 2018.

* Preliminary, subject to change.

»
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$[Par Amount]*
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018{B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

. MATURITY SCHEDULE
o Initial Reoffering
Maturity Date Price or CUSIP*™*
(June 15) Principal Amount ‘Interest Rate Yield™ - )

Preliminary, subject to change.”
Reoffering prices/yields furnished by the initial purchaser. Nel’rher the Corporation nor the City takes any responsibility for

- the accuracy thereof.

CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global
Services, managed by S&P Global Market Intelligence on behalf of the American Bankers Association. CUSIP numbers are
provided for convenience of reference only. Neither the City nor the Corporation take any responsibility for the accuracy of
such numbers.
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. No dealer, broker, salesperson or other person has been authorized by the City or the Corporation to give any
information or to make any representations other than those contained herein and, if given or made, such other
information or representation must not be relied upon as having been authorized by the City or the Corporation. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale
of the Series 2018 Bonds by any person, in any jurisdiction in which it is unlawful for such person to make such an
offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchaser or purchasers of the Series 2018
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as
representations of fact.

The information set forth herein, other than that provided by the City and the Corporation, has been obtained from
sources that are believed to be reliable, but is not guaranteed as to accuracy or completeness. The information and
expressions of opinion herein are subject to change without notice and neither delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the
affairs of the City, the Corporation, the Facilities or the Projects since the date hereof.

This Official Statement is submitted in connection with the sale of the Series 2018 Bonds referred to herein and may
not be reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the City and
the Corporation. All summaries of the documents and laws are made subject to the provisions thereof and do not
purport to be complete statements of any or all such provisions. All capitalized terms used herein, unless noted
otherwise, shall have the'meanings prescribed in the Trust Agreement.

In connection with the offering of the Bonds, the purchasers may over-allot or effect transactions which stabilize or
maintain the market price of the Bonds at levels above that which might otherwise prevail in the open market. Such
stabilizing, if commenced, may be discontinued at any time. The purchasers may offer and sell the Bonds to certain
dealers and dealer banks at prices lower than the initial public offering prices stated on the inside cover hereof. Such
initial public offering prices may be changed from time to time by the purchasers.

This Official Statement contains forecasts, projections, estimates and other forward-looking statements that are
based on current expectations. The words “expects,” “forecasts,” “projects,” “intends,” “anticipates,” “estimates,”
“assumes” and . analogous expressions are intended to identify forward-looking statements. Such forecasts,
projections and estimates are not intended as representations of fact or guarantees of results. Any such forward-
looking statements inherently are subject to a variety of risks and uncertainties that could cause actual results or
performance to differ materially from those that have been forecast, estimated or projected. Such risks and
uncertainties include, among others, changes in social and economic conditions, federal, state and local statutory and
regulatory initiatives, litigation, population changes, seismic events and various other events, conditions and
circumstances, many of which are beyond the control of the Corporation. These forward-looking statements speak
only as of the date of this Official Statement. The Corporation disclaims any obligation or undertaking to release’
publicly any updates or revisions to any forward-looking statement contained herein to reflect any changes in the
expectations of the Corporation with regard thereto or any change in events, conditions or circumstances on which
any such statement is based.

The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 in reliance upon the
exemption provided thereundet by Section 3(a)2 for the issuance and sale of municipal securities.

The City maintains a website. The information presented on such website is rof incorporated by reference as part of
this Official Statement and should not be relied upon in making investment decisions with respect to the Series 2018

Bonds. Various other websites referred to in this Official Statement also are not incorporated herein by such
references.
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CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION

Board of Directors

o , President
,'Chief Financial Officer
, Secretary

CITY AND COUNTY OF SAN FRANCISCO
Mark E. Farrell, Mayor

" Board of Supervisors

London Breed, Board President, District 5

Sandra Lee Fewer, District 1 Norman Yee, District 7
Catherine Stefani, District 2 Jeff Sheehy, District 8
Aaron Peskin, District 3 Hillary Ronen, District 9
Katy Tang, District 4 Malia Cohen, District 10
Jane Kim, District 6 * Ahsha Safai, District 11

City and County Officials

José Cisneros, Treasurer
Naomi M. Kelly, City Administrator
Benjamin Rosenfield, Controller
Dennis J. Herrera, City Attorney
Anna Van Degna, Director of Public Finance

PROFESSIONAL SERVICES

Corporation Couﬁsel
Dannis Woliver Kelley
San Diego, California
Co-Bond Counsel
Squire Patton Boggs (US) LLP Amira Jackmon, Attorney at Law
San Francisco, California Berkeley, California
Co-Municipal Advisors .
Backstrom McCarley Berry & Co., LL.C . Kitahata & Company
San Francisco, California San Francisco, California
Disclosure Counsel

Hawkins Delafield & Wood LLP
San Francisco, California
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OFFICIAL STATEMENT

$[Par Amount]*
CITY AND COUNTY OF SAN FRANCISCO FINANCE CORPORATION
REFUNDING LEASE REVENUE BONDS, SERIES 2018{B]
(BRANCH LIBRARY IMPROVEMENT PROGRAM)

INTRODUCTION

This Official Statement, which includes the cover page and appendices hereto (this “Official
Statement™), provides certain information concerning the issuance of $[Par Amount]® of the City and County
of San Francisco Finance Corporation Refunding Lease Revenue Bonds, Series 2018[B] (Branch Library
Improvement Program) (the “Series 2018 Bonds™). Any capitalized term not defined herein will have the
meaning given to such term as set forth in the Trust Agreement or the Lease (each as defined herein), as
applicable. See APPENDIXC — [“SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL
DOCUMENTS — DEFINITIONS.”] The references to any legal documents, instruments and the Series 2018
Bonds in this Official Statement do not purport to be comprehensive or definitive, and reference is made to
each such document for complete details of all terms and conditions. Copies of all legal documents are
available at the principal office of the Trustee.

Authority for Issuance

The Series 2018 Bonds are issued pursuant to Ordinance No.  , passed by the Board of
Supervisors (the “Board of Supervisors”) of the City and County of San Francisco (the “City”) on s
2018 and signed by the Mayor on , 2018, Resolution No. adopted by the Board of Directors of
the City and County of San Francisco Finance Corporation (the “Corporation”) on , 2018, the Master
Trust Agreement, dated as of March 1, 2009 (the “Master Trust Agreement”), as amended by the First
Supplemental Trust Agreement, dated as of June 1, 2018 (the “First Supplemental Trust Agreement,” ‘and
together with the Master Trust Agreement, the “Trust Agreement”), each by and between the Corporation and
U.S. Bank National Association as trustee (the “Trustee”), and the Charter of the City and County of San
Francisco (the “Charter™).

At an election held on November 6, 2007, the voters of the City adopted Proposition D, amending the
Charter by repealing the then-existing Library Preservation Fund, renewing the Library Preservation Fund for
15 years to provide library services and to construct, maintain and operate library facilities and authorizing the
issuance of debt for such purposes, all as codified in Section 16.109 of the Charter.

The Library Preservation Fund is administered by the Library Department as directed by the Library
Commission. A set-aside from the City’s share of the county-wide 1% property tax levy in an amount equal to
two and one-half cents ($0.025) for each $100 of assessed valuation is required by the Charter to be deposited
in the berary Preservation Fund. The authorization to set aside these taxes in the Library Preservatlon Fund
commences in Fiscal Year 2008-09 and extends through July 1, 2024.

The City’s Rental Payments (as defined below) are payable from any legally available funds of the
City, and may include funds in the Library Preservation Fund or other legally available funds appropriated by
the Board of Supervisors for such purpose.

Purposé

The Series 2018 Bonds are being sold to provide funds to: (i) redeem all of the CorpOratioﬁ’s
outstanding Lease Revenue Bonds, Series 2009A (Branch Library Improvement Program) (the “Refunded

* Preliminary, subject to change.
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Bonds™), currently outstanding in the aggregate principal amount of $27,030,000, and (ii) pay costs associated
with the issuance of the Series 2018 Bonds and the redemption of the Refunded Bonds. See “PLAN OF
REFUNDING” and “ESTIMATED SOURCES AND USES OF FUNDS.”

Security and Sources of Payment

Pursuant to the Trust Agreement, the Corporation previously issued $34,265,000 in aggregate
principal amount of the Refunded Bonds. All of the outstanding Refunded Bonds will be redeemed upon the
issuance of the Series 2018 Bonds.. The Corporation may in the future issue additional bonds pursuant to the
Master Trust Agieement secured on a parity with the Series 2018 Bonds (the “Parity Bonds™). The Series 2018
Bonds and any Parity Bonds are referred to collectively as the “Bonds.” See “SECURITY AND SOURCES
OF PAYMENT - Parity Bonds and Pre-Parity Bonds.”

_ The City owns various real property (each a “Site” and collectively, the “Sites”) that the City, as
lessor, has leased to the Corporation, as lessee, pursuant to a Facilities Lease, dated as of March 1, 2009 (the
“Original Facilities Lease”), as amended by the First Amendment to Facilities Lease, dated as of June 1, 2018
(the “First Amendment to Facilities Lease,” and together with the Original Facilities Lease, the “Facilities
Lease”). The Sites and the improvements thereon (together, the “Facilities”) will be leased by the Corporation,
as lessor, to the City, as lessee, pursuant to a Master Lease, dated as of March 1, 2009 (the “Master Lease™), as
amended by the First Amendment to Master Lease, dated as of June 1, 2018 (the “First Amendment to Master
Lease,” and together with the Master Lease, the “Lease”). Pursuant to the Lease, the City is required to pay to
the Corporation specified Base Rental payments in amounts sufficient to pay, when due, the principal of and -
interest on the Bonds, and to pay certain Additional Rental payments (together with the Base Rental payments,
the “Rental Payments™) for use and possession of the Facilities. The City will pay (but only after payment of
Base Rental) as Additional Rental under the Lease such amounts of taxes, assessments administrative costs,
insurance premiums, reasonable administrative costs of the Corporation related to the Facilities and other such
costs as defined in the Lease. See “SECURITY AND SOURCES OF PAYMENT - Rental Payments.”

Under the Lease, the City has covenanted to take such action as may be necessary to include all Rental
Payments due in its annual budget and to make the necessary annual appropriations therefor. The Lease
provides that such covenants of the City are deemed by the City to be and will be construed to be duties
imposed by law. See “SECURITY AND SOURCES OF PAYMENT - Lease Not a Debt of City; Covenant to
Appropriate” and “CERTAIN RISK FACTORS — State Law Limitations on Appropriations.”

No Reserve Fund has been established for the Series 2018 Bonds. The Trust
Agreement allows a Reserve Fund to be established for additional Bonds. '

Pursuant to an Assignment Agreement, dated as of June 1, 2018 (the “Assignment Agreement”), the
Corporation has assigned to the Trustee, for the benefit of the Owners of the Series 2018 Bonds, substantially
all of its rights under the Lease, including its right to receive and collect the Base Rental payments from the
City under such Lease and its rights as may be necessary to enforce payment of the Base Rental payments.

THE SERIES 2018 BONDS ARE LIMITED OBLIGATIONS OF THE CORPORATION PAYABLE
SOLELY FROM RENTAL PAYMENTS MADE BY THE CITY TO THE CORPORATION PURSUANT
TO THE LEASE AND ANY OTHER AMOUNTS HELD IN CERTAIN FUNDS AND ACCOUNTS
ESTABLISHED PURSUANT TO THE TRUST AGREEMENT, SUBJECT TO THE PROVISIONS OF THE
TRUST AGREEMENT PERMITTING THE APPLICATION OF SUCH AMOUNTS FOR THE PURPOSES
AND ON THE TERMS AND CONDITIONS SET FORTH IN THE TRUST AGREEMENT.

THE PRINCIPAL OR REDEMPTION PRICE OF, AND INTEREST ON, THE SERIES 2018
BONDS WILL BE PAYABLE ONLY FROM THE FUNDS DESCRIBED IN THE TRUST AGREEMENT"
AND NEITHER THE CORPORATION NOR ANY MEMBER OF ITS BOARD OF DIRECTORS WILL
INCUR ANY LIABILITY OR ANY OTHER OBLIGATION WITH RESPECT OF THE ISSUANCE OF

2
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THE SERIES 2018 BONDS. THE OBLIGATION OF THE CITY TO MAKE RENTAL PAYMENTS
UNDER THE LEASE DOES NOT CONSTITUTE A DEBT OR GENERAL OBLIGATION OF THE CITY,
THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE
MEANING OF THE CONSTITUTION OF THE STATE OF CALIFORNIA OR ANY STATUTORY DEBT

LIMITATION OR RESTRICTION. ‘

The City

For certain financial information with respect to the City, see APPENDIX A — “CITY AND
COUNTY OF SAN FRANCISCO — ORGANIZATION AND FINANCES” and APPENDIX B -
“COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF SAN
FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2017.”

The Corporation

The Corporation is a non-profit public benefit corporation duly organized and validly existing under
the Nonprofit Public Benefit Corporation Law (Section 5110 et seq. of the California Corporations Code). The
Corporation was formed in 1991 by the Chief Administrative Officer of the City pursuant to a resolution of the
Board of Supervisors. The purpose of the Corporation is to provide a means to finance, through lease
financings, the acquisition, construction and installation of facilities, equipment and other tangible real and
personal property for the City’s general governmental purposes. See “THE CORPORATION.”

Risk Factors

For a discussion of certain risk factors associated with the City’s ability to make Rental Payments
under the Lease and in making an investment in the Bonds, see “CERTAIN RISK FACTORS.”

Continuing Disclosure

The City has covenanted on behalf of the Corporation and for the benefit of the Owners of the Series
2018 Bonds to provide certain financial information and operating data relating to the City not later than 270
days after the end of the City’s fiscal year (which currently ends on June 30), commencing with the report for
the 2017-18 Fiscal Year (the “Annual Report™), and to provide notices of the occurrence of certain enumerated
events. See “CONTINUING DISCLOSURE.”

THE SERIES 2018 BONDS

General

The Series 2018 Bonds will be executed and delivered in the aggregate principal amount of $[Par
Amount]* only as one fully registered Series 2018 Bond for each maturity. The Series 2018 Bonds will be
delivered only in denominations of $5,000 or an integral multiple thereof and interest thereon will be payable
on each [June 15] and [December 15], commencing [December 15, 2018] as long as any Series 2018 Bonds
are Outstanding (each an “Interest Payment Date”). Interest on the Series 2018 Bonds will be computed on the
basis of a 360-day year composed of twelve months of 30 days each. Interest on the Series 2018 Bonds will
accrue from the date of delivery thereof at the rates per annum set forth on the inside cover page hereof. The
principal of the Series 2018 Bonds will be payable, subject to redemption, as described below, in each year of
the designated years and in the principal amounts set forth on the inside cover page hereof.

_ The Series 2018 Bonds will be registered initially in the name of “Cede & Co.,” as nominee of The
Depository Trust Company, New York, New York (“DTC”), which has been appointed as securities

* Preliminary, subject to change.
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depository for the Series 2018 Bonds. Beneficial ownership interests in the Series 2018 Bonds will be
available in book-entry form only, in denominations of $5,000 or integral multiples thereof. Purchasers of
beneficial ownership' interests in the Series 2018 Bonds (“Beneficial Owners™) will not receive physical
certificates representing their interests in the Series 2018 Bonds purchased. While held in book-entry only
form, all payments of principal, premium and interest will be made by wire transfer to DTC or its nominee as
the sole registered owner of the Series 2018 Bonds. Payments to Beneficial Owners are the sole responsibility
of DTC and its Participants. See APPENDIX E — “DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Transfer and Exchange

The Series 2018 Bonds will be issued only as fully-registered bonds, with the privilege of transfer or
exchange for Series 2018 Bonds of other denominations as set forth in the Trust Agreement. All such transfers
and exchanges will be without charge to the owner, with the exception of any taxes, fees or other governmental
charges. While the Series 2018 Bonds are in book-entry only form, beneficial ownership interests in the Series
2018 Bonds may only be transferred through Direct Participants and Indirect Partlclpants as described in
APPENDIX E —“DTC AND THE BOOK- ENTRY ONLY SYSTEM.”

Redemption Provisions

Extraordinary Mandatory Redemption. The Series 2018 Bonds are subject to extraordinary mandatory
redemption, as a whole, or in part by lot within any maturity if less than all of the Series 2018 Bonds of such
maturity are to be redeemed, from proceeds of insurance or proceeds of eminent domain proceedings, upon the
terms and conditions of, and as provided for in the Trust Agreement, at the principal amount thereof plus
accrued interest thereon to the date fixed for redemption, without premium.

Optional Redemptzon The Series 2018 Bonds maturing on or before [June 15, 2026] are not subject
to optional redemption prior to maturity. The Series 2018 Bonds maturing on or after [June 15, 2027] are
subject to optional redemption prior to maturity on or after [June 15, 2026] at the option of the City, as a whole
or in part on any date from such maturities as are selected by the City, from amounts deposited with the
Trustee from any funds available therefor, at a redemption price equal to 100% of the principal amount of
Series 2018 Bonds to be redeemed plus accrued but unpaid interest to the date fixed for redemption.

Optional redemption of the Bonds is conditioned upon the prior delivery to the Trustee and the
trustees of any Parity Bonds of a Certificate of the City to the effect that the Base Rentals remaining under the
‘Lease after the proposed redemption will be sufficient to pay when due the principal of and interest on the
Bonds remaining Outstanding after such proposed redemption.

Notice of Redemption. The Trustee is required to mail notice of redemption by first class mail, postage
prepaid, at least 30 but no more than 45 days prior to the redemption date, to the Owners of the Series 2018
Bonds to be redeemed, to DTC and to the Information Services.

So long as the Series 2018 Bonds are in book-entry only form through the facilitiés of DTC, notice of
redemption will be provided to Cede & Co., as the registered owner of the Series 2018 Bonds, and not directly
to the Beneficial Owners.

Neither failure to rgéeive any redemption notice nor any defect in such redemption notice so given
will affect the sufficiency of the proceedings for redemption of the Series 2018 Bonds. .

Cancellation of Redemption. Notwithstanding any other provision of the Trust Agreement, in the
. event that any Series 2018 Bonds are subject to extraordinary mandatory or optional redemption in accordance
with the Trust Agreement and the Trustee does not have on deposit available moneys sufficient to redeem the
principal of plus the applicable premijum, if any, and interest on all of the Series 2018 Bonds proposed to be
redeemed on the date fixed for redemption, on such date, the redemption will be cancelled and in each and
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every such case, the Corporation, the Trustee and the Owners, as the case may be, will be restored to their
former positions and rights under the Trust Agreement. A cancellation of a redemption does not constitute a
default under the Trust Agreement nor an event that with the passage of time of giving of notice or both will
constitute a default under the Trust Agreement and the Trustee, the Corporation and the City will have no
liability from such cancellation.

Selection of Series 2018 Bonds for Redemption. For purposes of selecting the Series 2018 Bonds for
redemption, the Series 2018 Bonds will be deemed to be composed of $5,000 portions or any integral multiple
thereof. Whenever less than all the Outstanding Series 2018 Bonds maturing on any one date are called for
optional redemption pursuant to the provisions of the Trust Agreement at any one time, the Trustee will select
the Series 2018 Bonds or portions thereof to be redeemed from the Outstanding Series 2018 Bonds maturing
on such date not previously selected for redemption, by lot in any manner which the Trustee deems
appropriate. If less than all the Outstanding Series 2018 Bonds are called for redemption pursuant to the Trust
Agreement at any one time, the City will specify to the Trustee a principal amount in each maturity to be
redeemed, provided that if the City specifies the Series 2018 Bonds to be redeemed in a manner that results in

other.than approximately equal annual debt service on the Series 2018 Bonds Outstanding following such

redemption, the City is required to, at the time of such specification, deliver a Certificate of the City to. the
effect that the resulting Base Rental payments and Additional Rental payable during the remaining term of the
Lease will not exceed the fair rental value of the Facilities during each subsequent Fiscal Year. If less than all
of the Outstanding Series 2018 Bonds are called for extraordinary mandatory or optional redemption pursuant
to the terms of the Trust Agreement, the City will designate the maturity or maturities of the Series 2018
Bonds to be redeemed.

Partial Redemption of Series 2018 Bonds. Upon the surrender of any Series 2018 Bond redeemed in
part only, the Trustee will authenticate and deliver to the Owners thereof, at the expense of the City, a new -
Series 2018 Bond or Series 2018 Bonds of authorized denominations equal to the unredeemed portion of the
Series 2018 Bond surrendered and of the same series, interest rate and maturity. Such partial redemption will
be valid upon payment or provision for the payment of the amount required to be paid to such Owner, and the
Corporation, the City and the Trustee will be released and discharged thereupon from all liability to the extent
of such payment.

Effect of Notice of Redemption. Series 2018 Bonds to be redeemed will be due and payable on the date -
of redemption set forth in the redemption notice with respect thereto. If on the scheduled redemption date
money for the redemption of all the Series 2018 Bonds to be redeemed, together with interest to such
redemption date, and if a redemption notice is given as described herein, then, from and after such redemption
date, no additional interest will become due on the Series 2018 Bonds to be redeemed. All money held by or
on behalf of the Trustee for the redemption of the Series 2018 Bonds will be held in trust for the account of the
Owners thereof.

Purchase in Lieu of Redemption of Series 2018 Bonds. Unless expressly provided otherwise in the
Trust Agreement, money held in the Revenue Fund may be used to reimburse the Corporation for the purchase
of the Series 2018 Bonds that would otherwise be subject to redemption from such moneys upon the delivery
of such Series 2018 Bonds to the Trustee for cancellation at least 10 days prior to the date on which the Trustee
is required to select the Series 2018 Bonds for redemption. The purchase price of any Series 2018 Bonds
purchased by the Corporation under the Trust Agreement will not exceed the applicable redemption price of
the Series 2018 Bonds that would be redeemed but for the operation of this provision. Any such purchase
must be completed prior to the time notice would otherwise be required to be given to redeem the related
Series 2018 Bonds. All Series 2018 Bonds so purchased will be surrendered to the Trustee for cancellation
and applied as a credit against the obligation to redeem such Series 2018 Bonds from such moneys.
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SECURITY AND SOURCES OF PAYMENT
Authority for Issuance

The Series 2018 Bonds are being issued under the authority of, and in compliancevwith, the Charter,
the Trust Agreement, and the statutes of the State of California (the “State”) as made applicable pursuant to the
Charter.

Source of Payment s

The Series 2018 Bonds are special limited obligations of the Corporation payable solely from and
secured solely by the Revenues pledged therefor in the Trust Agreement, together with amounts on deposit
from time to time in the funds and accounts held by the Trustee (other than the Rebate Fund). “Revenues™ are
defined as the proceeds of the Bonds, if any, deposited in the Revenue Fund and the Reserve Fund, that portion
of the Base Rental payments made by the City which are received by the Trustee for the benefit of the Owners
of the Bonds, other amounts received by the Trustee for the benefit of the Owners of the Bonds, and all other
revenues, proceeds, charges, income, rents, receipts, profits, and benefits derived by the Corporation as lessor
of the Facilities under the Lease or otherwise from the use and operation of the Facilities or arising out of the
Facilities (other than Additional Rental) and payable to the Trustee, including interest or profits from the
investment of money in any fund or account created under the Trust Agreement (other than the Rebate Fund),
any contributions from whatever source, and all rentals received by the Corporation as lessor of the Facilities
from any additions or extensions of the Facilities acquired or constructed

The obligation of the City to make Rental Payments under the Lease is an obligation payable from any

legally available funds of the City. For a discussion of the budget and finances of the City, see APPENDIX A

— “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES — CITY BUDGET”

and APPENDIX B - “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND
- COUNTY OF SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30,2017

THE SERIES 2018 BONDS ARE LIMITED OBLIGATIONS OF THE CORPORATION PAYABLE
SOLELY FROM BASE RENTAL PAYMENTS MADE BY THE CITY TO THE CORPORATION
PURSUANT TO THE LEASE AND ANY OTHER AMOUNTS HELD IN CERTAIN FUNDS AND
ACCOUNTS ESTABLISHED PURSUANT TO THE TRUST AGREEMENT, SUBJECT TO THE
PROVISIONS OF THE TRUST AGREEMENT PERMITTING THE APPLICATION OF SUCH AMOUNTS
FOR THE PURPOSES AND ON THE TERMS AND CONDITIONS SET FORTH IN THE TRUST
AGREEMENT. THE PRINCIPAL OR REDEMPTION PRICE OF, AND INTEREST ON THE SERIES
2018 BONDS WILL BE PAYABLE ONLY FROM THE FUNDS DESCRIBED IN THE TRUST
AGREEMENT AND NEITHER THE CORPORATION NOR ANY MEMBER OF ITS BOARD OF
. DIRECTORS WILL INCUR ANY LIABILITY OR ANY OTHER OBLIGATION WITH RESPECT TO THE
ISSUANCE OF THE SERIES 2018 BONDS. THE OBLIGATION OF THE CITY TO MAKE RENTAL
PAYMENTS UNDER THE LEASE DOES NOT CONSTITUTE A DEBT OR GENERAL OBLIGATION OF
THE CITY, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF
THE CONSTITUTION OF THE STATE OR ANY STATUTORY DEBT LIMITATION OR RESTRICTION.

‘Rental Payments
Under the Lease, Base Rental and Additional Rental payments are to be made by the City to the
" Corporation with respect to the Facilities. The City’s obligation to make Rental Payments in the amount and on
the terms and conditions specified in the Lease is absolute and unconditional without any right of set-off or

dounterclaim, subject only to the provisions of the Lease regarding abatement.

Base Rental. The City has covenanted in the Lease that, so long as the City has the use and occupancy
of the Facilities, it will make Base Rental payments to the Corporation from any legally available funds of the
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City. The Base Rental payments are calculated to be adequate for the Corporation to pay scheduled debt
service on all outstanding Bonds in each year. Base Rental payments are due and payable by the City on
[June 1] and [December 1] of each year during the term of the Lease, commencing [December 1, 2018], -
provided that any such payment will be for that portion of the applicable period that the City has use and
occupancy of all or a portion of the Facilities. In the event that during any such period the City does not have
use and occupancy of all or a portion of the Facilities due to material damage.to, destruction of or
condemnation of or defects in the title to the Facilities, Base Rental payments are subject to abatement. See
“Base Rental Payments and Abatement.” The obligation of the City to make Base Rental payments is payable
solely from annual appropriations of the City from any legally available funds of the City and the City has
covenanted in the Lease to take such action as may be necessary to include all Rental Payments due under the
Lease in its annual budget and to make necessary annual appropriations for all such Rental Payments. Neither
the full faith and credit nor the taxing power of the City or the State or any of its political subdivisions is
pledged to make Base Rental payments under the Lease. '

Pursuant to the Assignment Agreement, the Corporation assigns to the Trustee all its rights, title and
interest under the Lease, including, without limitation, the rights to receive the Base Rental payments that are
made by the City pursuant to the Lease. Pursuant to the Trust Agreement, the Trustee will deposit the Base
Rental payments in the Revenue Fund to be used: first, for the payment of the aggregate amount of interest
then due and payable on the Outstanding Bonds, second, for the payment of principal on the Bonds then due or
required to be paid, and third, for replenishment of any Reserve Fund in the event its balance is less than the
Reserve Fund Requirement. No Reserve Fund has been established for the Series 2018 Bonds. See
APPENDIX C - [“SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — The Trust
Agreement — Allocation of Revenues.”]

Additional Rental. The City has agreed in the Lease to pay Additional Rental to the Corporation, but
only after payment of Base Rental, to cover: (i) all taxes, assessments, or governmental charges of any type or
nature charged to the Corporation or affecting the Facilities or the respective interests or estates of the
Corporation or the City therein or affecting the amount available to the Corporation from rentals received
thereunder for the payment of debt service on the Bonds (including taxes, assessments or governmental
charges assessed or levied by any governmental agency or district having power to levy taxes, assessments or
governmental charges); (ii) all reasonable administrative costs of the Corporation relating to the Facilities
including, but not limited to, all expenses and compensation of the Trustee or any trustee, fiscal agent or
* paying agent under any Parity Bond Instrument payable by the Corporation under the Trust Agreement or any
Parity Bond Instrument (defined in APPENDIX C — [“SUMMARY OF CERTAIN PROVISIONS OF THE
LEGAL DOCUMENTS — Definitions™]), fees of auditors, rebate analysts, accountants, attorneys, or engineers,
and all other necessary and reasonable administrative costs of the Corporation or charges required to be paid
by it in order to maintain its existence or to comply with the terms of the Series 2018 Bonds, any Parity Bonds,
the Trust Agreement, or any Parity Bond Instrument or to defend the Corporation and its members, officers,
agents and employees; (ili) any amounts required to be deposited by the Corporation pursuant to the Trust
Agreement or under any similar provision contained in any Parity Bond Instrument that are not otherwise
available to the Corporation under the Trust Agreement; (iv) insurance premiums for all insurance required
pursuant to the Lease and not obtained by the City, but only to the extent such City obligation is not otherwise
satisfied under the terms specified in the Lease; and (v) all fees, costs, expenses, and other amounts due to any
municipal bond insurance company that has provided an insurance policy guaranteeing the payment of the
principal of and interest on any series of Bonds.

Pledge of Revenues; Revenue Fund

" Under the Trust Agreement, the Corporation pledges and assigns to the Trustee and grants to the
Trustee a lien on and security interest in all right, title and interest of the Corporation in and to all of the
following, which lien and security interest, except as otherwise expressly set forth in the Trust Agreement, will

be prior in right to any other pledge, lien or security interest created by the Corporation therein: (i) the
Revenues, (ii) all moneys and investments (excluding moneys on deposit in the Rebate Fund) held from time
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to time by the Trustee under the Trust Agreement, (iii) earnings on amounts included in provisions (i) and (ii),
and (iv) any and all other funds, assets, rights, property or interests therein, of every kind or description which
may from time to time after the date of the Trust Agreement, by delivery or by writing of any kind, be sold,
transferred, conveyed, assigned, pledged, mortgaged, granted or delivered to or deposited with the Trustee as
additional security under the Trust Agreement, for the equal and proportionate benefit and security of the
Bonds, all of which, regardless of the series, time or times of their authentication and delivery or maturity, will
be, with respect to the security provided thereby, of equal rank without preference, priority or distinction as to
any Bond over any other Bond or Bonds, except as to the timing of payment of the Bonds. The Revenues will
not be used for any other purpose while any of the Bonds remain Outstanding, except that out of Revenues
there may be apportioned and paid such sums, for such purposes, as are expressly permitted by the provisions
of the Trust Agreement with respect to the allocation of Revenues to special funds. ’

Except as otherwise provided in the Trust Agreement with respect to investment of moneys in funds,
all Revenues to which the Corporation may at any time be entitled will be paid directly to the Trustee and all of
. the Revenues collected or received by the Corporation will be deemed to be held in trust and to have been
collected or received by the Corporation as the agent of the Trustee, and if received by the Corporation at any
time will be deposited by the Corporation with the Trustee within one Business Day after the receipt thereof,
and all such Revenues will thereupon be deposited by the Trustee upon the receipt thereof in a special fund,
designated as the “Revenue Fund,” which fund is created. under the Trust Agreement. The Revenue Fund will
be maintained by the Trustee, separate and apart from all other funds, so long as any of the Bonds remain
Outstanding. All moneys at any time deposited in the Revenue Fund will be held by the Trustee in trust for the
benefit of the Owners from time to time of the Bonds and will be disbursed, allocated and applied solely for
the uses and purposes specified in the Trust Agreement. See APPENDIX C — [“SUMMARY OF CERTAIN
PROVISIONS OF THE LEGAL DOCUMENTS-THE TRUST AGREEMENT - Allocation of Revenues.”]

No Reserve Fund

No Reserve Fund has been established for thé Series 2018 Bonds. The Trust
Agreement allows a Reserve Fund to be established for additional Bonds. :

Lease Not a Debt of City; Covenant to Appropriate

The obligation of the City to pay Base Rental payments when due is an obligation of the City payable
from any legally available funds of the City and does not constitute a debt of the City for which the City is
obligated to pledge its general fund. Under the Lease, the City has agreed to take such action as is necessary to
include in its annual budget and to appropriate funds sufficient to meet all Rental Payments due under the
Lease. The tax rate limitation imposed by the initiative constitutional amendment known as the Jarvis-Gann
Amendment (Article XIIT A) effectively eliminates the ability of the City to impose new property taxes for
new obligations such as payment of rental payments to the Corporation for debt service on the Series 2018
Bonds. For information concerning the City’s revenues and expenditures see APPENDIX A — “THE CITY
AND COUNTY OF SAN FRANCISCO — ORGANIZATION AND FINANCES.”

Insurance

The Corporation is required to maintain or cause the City to maintain throughout the term of the
Lease: (i) general liability insurance against damages occasioned by reason of the construction of
improvements to, or operation of, the Facilities in the minimum amount of $5,000,000 combined single limit
for bodily and personal injury and property damage per occurrence, which general liability insurance may be
maintained as part of or in conjunction with any other liability insurance coverage maintained or caused by the
City to be maintained; (ii) with respect to any-Bond Financed Facilities Component, builder’s risk insurance
throughout the course of construction in an amount equal to the Outstanding principal amount of the Bonds (to
the extent commercially available), but in no event less than the completed value of the applicable Bond
Financed Facilities Component, which insurance shall be maintained until substantial completion of such Bond
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Financed Facilities Component; and (iii) all risk property insurance on all structures constituting any part of

the Facilities in an amount equal to the Outstanding principal amount of the Bonds, with such insurance

covering, as nearly as practicable, loss or damage by fire, lightning, explosion, windstorm, hail, riot, civil

commotion, vandalism, malicious mischief, aircraft, vehicle damage, smoke and such other hazards as are

normally covered by such insurance, including a replacement cost endorsement. The City must also maintain

(i) rental interruption insurance in an amount not less than the aggregate Base Rental payable by the City for a
period of at least 24 months (such amount may be adjusted to reflect the actual scheduled Base Rental

payments due under the Lease for the next succeeding 24 months) to insure against loss of rental income from

the Facilities caused by perils covered by the insurance required by the Lease (with respect to a Bond Financed

Facilities Component such insurance coverage will commence upon substantial completion of the Bond

Financed Facilities Component); and (ii) boiler and machinery insurance, comprehensive form, insuring -
against accidents to pressure vessels and mechanical and electrical equipment, with a property damage limit
not less than $5,000,000 per accident (with respect to a Bond Financed Facilities Component such insurance
coverage will commence upon Substantial Completion).

The City is also required under the Lease to deliver to the Trustee, on the date of issuance and delivery
of each Series of Bonds, evidence of the commitment of a title insurance company to issue a CLTA policy of
title insurance, in an amount at least equal to the initial aggregate principal amount of such Bonds, showing a
leasehold interest in the name of the City and naming the insured parties as the Trustee, for the benefit of the
Owners of the Bonds.

The Lease further requires the City to maintain earthquake insurance in an amount equal to the
OQutstanding principal amount of the Series 2018 Bonds (to the extent commercially available) or the
replacement cost of the Facilities; provided that no such earthquake insurance is required if the Risk Manager
of the City files a written recommendation annually with the Trustee that such insurance is not obtainable in
reasonable amounts at reasonable costs on the open market from reputable insurance companies. [Based upon
current market conditions and the recommendation of the Risk Manager of the City, it has been determined not
to be required to obtain earthquake insurance at this time.} [Confirm.]

THE CITY MAY SELF-INSURE AGAINST ANY OF THE RISKS REQUIRED TO BE INSURED
AGAINST IN THE LEASE, EXCEPT FOR RENTAL INTERRUPTION AND TITLE DEFECT.

Base Rental Payments and Abatement

The Trustee will collect and receive all of the Base Rental payments, and any Base Rental payments
collected or received by the Corporation must immediately be paid by the Corporation to the Trustee. All .
payments of Base Rental received by the Trustee under the Lease will be deposited into the Revenue Fund.
The City’s obligation to make Rental Payments in the amount and on the terms and conditions specified in the
Lease is absolute and unconditional without any right of set-off or counterclaim, subject only to the provisions
of the Lease regarding abatement. ‘

Except to the extent of amounts available to the City under the Lease, including without limitation,
amounts available pursuant to the Trust Agreement or any Parity Bond Instrument, from any Parity Bond
(defined in APPENDIX C — [“SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS -
Definitions™]) reserve fund, and except as otherwise specifically provided in the Lease, during any period in
which by reason of material non-completionn of any Bond Financed Facilities Component (defined in
APPENDIX C — [“SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS - -
Definitions™]), material damage to or destruction of the Facilities, or condemnation of or defects in the title of
the Facilities, there is substantial interference with the right to the use and occupancy by the City of any
portion of the Facilities, Rental Payments due under the Lease will be abated proportionately and the Lease
will continue in full force and effect. In the case of abatement relating to the Facilities, the amount of
abatement will be equal to that amount by which the Rental Payments exceed the fair rental value of the
Facilities. The City is required to calculate such abatement and will provide the Corporation and the Trustee
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with a certificate setting forth such calculation and the basis therefor. Such abatement will continue for the
period commencing with the date of material non-completion of a Bond Financed Facilities Component or the
date of such damage or destruction of Facilities and ending with the substantial completion of a Bond Financed
Facilities Component or of the work of repair or replacement of the Facilities so damaged or destroyed; and the
term of the Lease will be extended by the period during which the rental is abated under the Lease, except that
such extension will in no event extend beyond June 15, 2044. '

The City has the option, but not the obligation, to deliver Substitute Facilities (defined under
“Substitution of Property™) for all or a portion of the Facilities pursuant to the substitution provisions of the
Lease during any period of abatement. Any abatement of Base Rental payments could affect the Corporation’s
ability to pay debt service on the Series 2018 Bonds, although the Lease requires the City to maintain rental
interruption insurance. See “CERTAIN RISK FACTORS — Abatement.” During any period of abatement with
respect to all or any part of the Facilities, the Corporation is required to use the proceeds of the required rental
interruption insurance and the moneys on deposit in any reserve funds established with respect to any Parity
Bonds to make debt service payments on the Series 2018 Bonds. '

Remedies on Default

The Lease provides that the Trustee will exercise any remedies on default. The Trustee is required to
exercise the rights and remedies under the Trust Agreement with the same care and skill that a prudent person
would exercise under the circumstances in the conduct of his or her own affairs. Upon the occurrence and
continuance of the City’s failure to deposit with the Trustee any Base Rental and/or Additional Rental when
due, or in the event that the City breaches any other terms, covenants, conditions or agreements contained in
the Lease (and does not remedy such breach within 30-days’ notice thereof) the Trustee may proceed (and,
upon written request of the Owners of not less than a majority in aggregate principal amount of Series 2018
Bonds then Outstanding, shall proceed), without any further notice (i) to re-enter the Facilities and without
‘terminating the Lease, re-let the Facilities for library purposes in accordance with the Charter as the agent and
for the account of the. City upon such terms and conditions as the Trustee may deem advisable; or (ii) to
enforce all of its rights and remedies under the Lease, including the right to recover Base Rental payments as
they become due, by pursuing any remedy available in law or in equity. See “CERTAIN RISK FACTORS — -
Limited Recourse on Default” and APPENDIX C — [“SUMMARY OF CERTAIN PROVISIONS OF THE
LEGAL DOCUMENTS THE LEASE - Defaults and Remedies. ]

Maintenance and Utilities; Changes to the Facilities

Throughout the term of the Lease, as part of the consideration for rental payments of the Facilities, all
improvement, repair, landscaping and maintenance of the Facilities will be the responsibility of the City, and
the City is required to pay for or otherwise arrange for the payment of all utility services supplied to the

"Facilities and will pay or otherwise arrange for payment of the cost of the repair and replacernent of the
Facilities resulting from ordinary wear and tear or want of care on the part of the City or any assignee or
sublessee thereof.

The City has the right during the term of the Lease to make additions, alterations or improvements to
or to attach fixtures, structures or signs to the Facilities if said additions, alterations, improvements, fixtures,.
structures and signs are necessary or beneficial for the use of the Facilities by the City. The City may remove
any fixture, structure or sign added by the City; provided that such removal does not materially impair the
City’s beneficial use of the Facilities, or reduce the annual fair rental value of the Facﬂmes below the
maximum annual Base Rental and Additional Rental payable under the Lease.

Substitution of Property

. Whenever the City determines that the annual fair rental value of proposed substitute facilities (the
“Substitute Facilities™) is at least equal to the maximum annual Base Rental payments and Additional Rental
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payments yet unpaid under the Lease and that the Substitute Facilities are complete and available for beneficial
use and occupancy by the City, the City may, without the consent of the Owners, amend the Lease and the
definition of Facilities and Site, as applicable, to substitute (a “Substitution™) such Substitute Facilities for all
or a portion of the Facilities leased under the Lease upon compliance with all of the conditions set forth in the
Lease, and following a Substitution, all or a portion of the Facilities originally leased under the Lease will be
released from the leasehold thereunder, as appropriate. The Corporation and the City will also make any
amendments needed to be made to the Lease, and will enter into or amend or supplement any necessary site,
ground or facilities leases, including, without limitation, the Facilities Lease, in connection with such
Substitution. Such amendments may be made without the consent of Owners.

No substitution will take place under the Lease until the City delivers to the Corporation and the
Trustee the following:

(i) A Certificate of the City stating that: (a) the annual fair rental value of the Substitute Facilities
as of the date of Substitution is no less than the maximum annual Base Rental and Additional Rental
remaining unpaid under the Lease at the time of such Substitution; (b) the City will, at the time of the
Substitution, have beneficial use and occupancy of the Substitute Facilities, and (c) the useful life of
the Substitute Facilities is equal to or greater than that of the Facilities being replaced;

(ii) An Opinion of Counsel to the effect that the Lease amendment has been duly authorized,
executed, and delivered and the Lease as so amended represents a valid and binding obligation of the

. City and the Corporation, and an Opinion of Bond Counsel to the effect that the Substitution will not
adversely affect the exclusion of interest on the Bonds from gross income for federal income tax
purposes or the exemption of interest on the Bonds from State personal income tax; and

(iii) A CLTA standard form policy of title insurance in substantially the same form as delivered in
connection with the issuance and delivery of the Series 2018 Bonds in at least the amount of the

" aggregate principal amount of outstanding Bonds at the time of the Substitution insuring the City’s
leasehold interest in the Substitute Facilities under the Leasé, together with an endorsement to the
policy making such policy payable to the Trustee for the benefit of the Owners and to each trustee of
Parity Bonds for the benefit of the Owners thereof.

Pai‘ity Bonds and Pre-Parity Bonds

Under the Trust Agreement and the Lease, the Corporation may issue additional bonds (the “Parity
Bonds™) payable from Base Rental on a parity with the Series 2018 Bonds, but only to provide funds (i) for the
acquisition, construction; reconstruction, rehabilitation, or improvement of components of the Project, (ii) for
the completion of any components of the Project being financed with the proceeds of Bonds, or (iii) to refund
Bonds. In connection with the issuance of Parity Bonds or Pre-Parity Bonds (defined below) to provide funds
for the acquisition, construction, reconstruction, rehabilitation, or improvement or completion of components
of the Project, the following conditions and requirements are required to be satisfied prior to such issuance:

@ The Corporation and the City are required to (a) amend as necessary the definition of
“Pacilities” attached to the Lease to reflect the addition of facilities under the Lease, or, if applicable,
to reflect the addition of improvements to be financed with the proceeds of Parity Bonds or which then
_exist on the real property to be added to the definition of “Site,” (b) amend as necessary the definition
of “Site” attached to the Lease to reflect the addition of real property to the Site under the Lease,
(c) amend the Base Rental Payment Schedule attached to the Lease such that the Base Rental
scheduled to be paid under the Lease is sufficient to pay debt service when due on the Bonds
Outstanding after the issuance of such Parity Bonds, and (d) make any other amendments necessary in
connection with the issuance of the Parity Bonds, provided that no such amendment will cause the
ratings on any Outstanding Bonds to be downgraded;
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(ii) The City has delivered to the Trustee a Certificate of the City to the effect that the Base
Rental scheduled to be paid under the Lease does not exceed the fair rental value of the Facilities as
amended in connection with the issuance of such Parity Bonds;

(iii) The Parity Bond Instrument pursuant to which the Parity Bonds are issued provides that the

interest payment dates for such Parity Bonds will be [June 15] and [December 15] and the principal
payment date for such Parity Bonds will be [June 15]; and .

@iv) The Corporation and the Trustee execute a new Assignment Agreement reflecting the
issuance of the Parity Bonds.

Notwithstanding the foregoing, if Parity Bonds are issued prior to the completion of a Bond Financed
Facilities Component (such bonds being herein referred to as the “Pre-Parity Bonds™), the Corporation and the
City may, rather than revising the Base Rental Payment Schedule, provide a separate Base Rental Payment
Schedule (the “Pre-Parity Base Rental Schedule™) relating solely to a Bond Financed Facilities Component
being financed from the proceeds of such Pre-Parity Bonds. The payments scheduled to be made under such
Pre-Parity Base Rental Payment Schedule, together with any available funds set aside for capitalized interest,
will be sufficient to pay debt service on such Pre-Parity Bonds and will not exceed the fair rental value of a
Bond Financed Facilities Component being financed from the proceeds of such Pre-Parity Bonds. Upon the
delivery of the Certificate of Substantial Completion (as defined in the Lease) with respect to a Bond Financed
Facilities Component being financed with the proceeds of such Pre-Parity Bonds, the Base Rental Payment
Schedule relating to the Series 2018 Bonds and any previously issued Parity Bonds will then be revised as
described above. Prior to the delivery of the Certificate of Substantial Completion and the revision of the Base
Rental Payment Schedule as described above, the Pre-Parity Bonds will only be secured by the payments to be
made under the Pre-Parity Base Rental Payment Schedule. After the delivery of the Certificate of Substantial
Completion and the revision of the Base Rental Payment Schedule as set forth above, such Pre-Parity Bonds
will become Parity Bonds and will be équally and ratably secured with all Outstandmg Bonds by Base Rental
to be paid pursuant to the Base Rental Payment Schedule.

If Parity Bonds are issued, they will be entitled, subject to the requirements set forth in the Lease, the
Facilities Lease, and the Trust Agreement, to a pledge and assignment of, and security interest in, the Base
Rental (including amounts received as insurance or condemnation proceeds) on a parity with the pledge and
assignment of, and security interest in, the Base Rental established under the Trust Agreement for the benefit
of the Owners of the Series 2018 Bonds.

City Budget and Finances

For a discussion of the budget and finances of the City, see APPENDIX A - “CITY AND COUNTY
OF SAN FRANCISCO — ORGANIZATION AND FINANCES — City Budget.” The information contained in
APPENDIX B — “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF
SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2017” is presented for informational

purposes only.

City Investment Policy

For a discussion of the City’s investment policy regarding pboled cash, see APPENDIX A — “CITY
AND COUNTY OF SAN FRANCISCO — ORGANIZATION AND FINANCES — Investment of City Funds.”
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ESTIMATED SOURCES AND USES OF FUNDS
The proceeds of the Series 2018 Bonds are expected to be appli'ed as follows:

Sources of Funds:
Series 2018 Bond Principal
Other City Funds
Plus: Net Original Issue Premium
Total Sources

Uses of Funds:
Deposit to Revenue Fund ¢
Deposit to Costs of Issuance Fund®
Purchaser’s Discount
Total Uses

@ Amounts deposited in the Revenue Fund will be used to redeem the Refunded Bonds on .
2018.

@ Includes amounts for legal fees, Trustee fees, Municipal Advisor fees, rating agency fees,
printing costs and other issuance costs.

DEBT SERVICE SCHEDULE

The Lease requires the City to make Base Rental payments on each [June 1] and [December 1] during
the term of the Lease, commencing [December 1, 2018]. Base Rental will be for the use and occupancy of the
Facilities for the Fiscal Year in which such [June 1] or [December 1] occurs, provided that the Base Rental

paid on any [June 1] or [December 1] will be only for that portion of the applicable period and te the extent
that the City has use and occupancy of the Facilities.

The Trust Agreement requires ‘that Base Rental payments be deposited in the Revenue Fund
maintained by the Trustee. Pursuant to the Trust Agreement, on [June 15] and [December 15] of each year,
commencing on [December 15, 2018], the Trustee will apply such amounts in the Base Rental Fund as are
necessary to make principal and interest payments with respect to the Series 2018 Bonds as the same will

become due and payable, in the following table:
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Payment Date

Debt Service Schedule
City and County of San Francisco Finance Corporation
Lease Revenue Bonds, Series 2018[B]
(Branch Library Improvement Program)

Prin.cipal ’ Interest o Total

Fiscal Year Total

14

1478
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PLAN OF REFUNDING

The Corporation will apply a portion of the proceeds of the Series 2018 Bonds to redeem in full the
Refunded Bonds, currently outstanding in the aggregate principal amount of $27,030,000, on , 2018.
The proceeds of the Refunded Bonds were used to finance the design, construction, renovation and installation
of the following Projects: .

Anza Branch Library

Anza Branch Library, built-in 1932, is located at 550 37th Avenue (Supervisorial District 1) in the
Outer Richmond neighborhood of the City. . The Project consisted of renovation of this two-story building
include making it seismically safe, fully accessible, and technologically updated. -

Bayview/Anna E. Waden Branch Library

The Bayview Branch Library is located at 5075 3rd Street (Supervisorial District 10) in the Bayview
Hunters Point neighborhood of the City. The Project consisted of purchasing an adjacent property, demolishing
the then-existing building, and building a new one-story, approximately 8,000 — 9,500 square-foot, branch
library building.

Golden Gate Valley Branch Lzbrary

The Golden Gate Valley Branch Library, built in 1917, is located at 1801 Green Street (Superv1sor1a1
District 2) in the Pacific Heights neighborhood of the City. The Project consisted of renovation of the one-
story building with a basement, making it seismically safe, fully accessible, and technologically updated.

Merced Branch Library

The Merced Branch Library, built in 1958, is located at 155 Winston Drive (Supervisorial District 7
in the Stonestown neighborhood of the City. The Project consisted of renovating this one-story building to
make the branch seismically safe, fully accessible, and technologically updated.

North Beach Branch Library

The North Beach Branch Library Project consisted of building a new two-story library of
approximately 8,500 — 8,900 square feet. '

Ortegal Branch Library

The Ortega Branch Library is located at 3223 Ortega Street (Supervisorial District 4) in the Sunset
neighborhood of the City. The Project consisted of demolishing the then-existing buﬂdmg and building a new
one-story library of approximately 9,000 square feet.

THE FACILITIES

[Under review.] [The Facilities consist of portions of the San Francisco Main Library building
(consisting of approximately square feet of usable space on the ground and first floor) located at
Civic Center Plaza, which is owned by the City. The City will lease the Facilities to the Corporation pursuant
to the Facilities Lease, and the Corporation will lease the Facilities back to the City pursuant to'the Lease. The
Facilities include easements of access necessary and convenient to the use of the leased portion of the Main
Library building. The City has covenanted in the Lease that it will use the Facilities, or cause them to be used,
for library purposes throughout the term of the Lease.
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Construction of the Main Library building was completed in 1995 at a cost of approximately $140
million, funded principally from a special general obligation bond measure approved by the voters of the City
in 1988. The Main Library is the principal operating library and information resources facility of the City’s
library system. The Main Library housed - books and periodicals in fiscal year 2016-17 and provides
library services to over million in-person visitors, in addition to remote users, every year. The Main
Library is operated by the Libr Library Commission, which oversees the Library Department

Pursuant to the Lease the City may substitute other real property for part of the Facilities from time to
time upon making certain filings with the Corporation and the Trustee. See “SECURITY AND SOURCES OF
PAYMENT — Substitution of Property ]

Seismic Issues

Generally, within the State, some level of seismic activity occurs on a regular basis. Periodically, the
magnitude of a single seismic event can cause significant ground shaking and potential for damage to the
property located at or near the center of such seismic activity. Each of the Facilities was designed to the
seismic standards existing at the later of the time of original construction or renovation. The Lease only
requlres the City to maintain earthquake insurance with respect to the Facilities if such insurance is obtainable
in reasonable amounts at reasonable costs. See also “SECURITY AND SOURCES OF PAYMENT -
Insurance,” “CERTAIN RISK FACTORS — Abatement” and “~ Seismic Risks.”

CONSTITUTIONAL AND STATUTORY TAX LIMITATIONS ON TAXES,
REVENUES AND APPROPRIATIONS

Several constitutional and statutory limitations on taxes, revenues and expenditures exist under State
law, which limit the ability of the City to impose and increase taxes and other revenue sources and to spend
such revenues, and which, under certain circumstances, would permit existing revenue sources of the City to
be reduced by vote of the City electorate. These constitutional and statutory limitations, and future limitations,
if enacted, could potentially have an adverse impact on the City’s general finances and its ability to raise
revenue, or maintain ex1stmg revenue sources, in the future. A summary of the currently effective limitations is
set forth below.

Article XIIT A of the California Counstitution

Article XIIT A of the State Constitution, known as Proposition 13, was approved by State voters in
June 1978. It limits the amount of ad valorem tax on real property to 1% of “full cash value,” as determined by
the county assessor. Article XIII A defines “full cash value” to mean the county assessor’s valuation of real
property as shown dn the 1975-76 tax bill under “full cash value,” or thereafter, the appraised value of real
property when purchased, newly constructed or a change in ownership has occutred (as such terms are used in
Article XTI A) after the 1975 assessment. Furthermore, all real property valuation may be increased to reflect
the inflation rate, as shown by the consumer price index or comparable data, in an amount not to exceed 2%
per year, or may be reduced in the event of declining property values caused by damage, destruction or other
factors." Article XIIL A provides that the 1% limitation does not apply to ad valorem taxes to pay interest or
redemption charges on: (i) any indebtedness approved by the voters prior to July 1, 1978; (ii) any bonded
indebtedness for the acquisition or improvement of real property approved on or after July 1, 1978 by two-
thirds of the votes cast by the voters voting on the proposition, or (iii) bonded indebtedness incurred by a
school district or community college district for the construction, reconstruction, rehabilitation or replacement
of school facilities or the acquisition or lease of real property for school facilities approved by 55% of the
voters of the district voting on the proposition, but only if certain accountability measures are included in the
proposition.

Since its adoption, Article XIII A has been amended a number of times. These amendments have
created a number of exceptions to the requirement that property be assessed when purchased, newly
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constructed or a-change in ownership has occurred. These exceptions include certain transfers of real property
between family members, certain purchases of replacement dwellings for persons over age 55 and by property
owners whose original property has been destroyed in a declared disaster and certain improvements to
accommodate disabled persons and for seismic upgrades to property. These amendments have resulted in
marginal reductions in the property tax revenues of the City.

Both the California State Supreme Court and the United States Supreme Court have upheld the
validity of Article XIIT A.

Article XTII B of the California Constitution

Article XIII B of the California Constitution limits the annual appropriations from the proceeds of
taxes of the State and any city, county, school district, authority or other political subdivision of the State to the
level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living, population and
services rendered by the governmental entity. However, no limit is imposed on the appropriation of local
revenues and taxes to pay debt service on bonds existing or authorized by January 1, 1979, or subsequently
authorized by the voters. Article XIII B includes a requirement that if an entity’s revenues in any year exceed
the amount permitted to be spent, the excess would have to be returned by revising tax or fee schedules over
the next two years.

See APPENDIX B — “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND
COUNTY OF SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2017” for information on the
City’s appropriations limit.

Articles XIII C and XIII D of the California Constitution

Proposition 218, approved by the voters of the State in 1996, added Articles XIII C and XU D to the
State Constitution, which affect the ability of local governments, including charter cities such as the City, to
levy and collect both existing and futuré taxes, assessments, fees and charges. Article XIII C requires that all
. new local taxes be submitted to the electorate for approval before such taxes become effective. Under
Proposition 218, the City can only continue to collect taxes that were imposed after January 1, 1995 if voters
subsequently approved such taxes by November 6, 1998. All of the City’s local taxes subject to such approval
either have been reauthorized in accordance with Proposition 218 or discontinued. The voter approval
requirements of Article XIII C reduce the City’s flexibility to manage fiscal problems through new, extended
or increased taxes. No assurance can be given that the City will be able to raise taxes in the future to meet
- increased expenditure requirements.

In addition, Article XII C addresses the initiative power in matters of local taxes, assessments, fees
and charges. Pursuant to Article XIII C, the voters of the City could, by initiative, repeal, reduce or limit any
existing or future local tax, assessment, fee or charge, subject to certain limitations imposed by the courts and
additional limitations with respect to taxes levied to repay bonds. The City raises a substantial portion of its
revenues from various local taxes which are not levied to repay bonded indebtedness and which could be
reduced by initiative under Article XIII C. No assurance can be given that the voters of the City will not
approve initiatives that repeal, reduce or prohibit the imposition or increase of local taxes, assessments, fees or
charges. See APPENDIX A — “CITY AND COUNTY OF SAN FRANCISCO — ORGANIZATION AND
FINANCES - Other City Tax Revenues” for a dlscussmn of other City taxes that could be affected by
Proposition 218.

Article XIII D contains several provisions making it generally more difficult for local agencies, such
as the City, to levy and maintain “assessments” (as defined in Article XIII D) for local services and programs.
The City cannot predict the future impact of Proposition 218 on the finances of the City, and no assurance can
be given that Proposition 218 will not have a material adverse impact on the City’s revenues.

17
30261533 042469 OS

1481



Statutory Limitations

On November 4, 1986, California voters adopted Proposition 62, an initiative statute that, among other
matters, requires (i) that any new or increased general purpose tax be approved by a two-thirds vote of the
local governmental entity’s legislative body and by a majority vote of the voters, (ii) that any new or increased
special purpose tax (defined as taxes levied for other than general governmental purposes) be approved by a
two-thirds vote of the voters, and (iii) that the revenues from a special tax be used for the purposes or for the
services for which the special tax was imposed.

. In Santa Clara County Local Transportation Authority v. Guardino, 11 Cal. 4th 220 (1995) (the
“Santa Clara decision”), the California Supreme Court upheld a ‘Court of Appeal decision invalidating a one-
half cent countywide sales tax for transportation purposes levied by a local transportation authority. The
California Supreme Court based its decision on the failure of the authority to obtain a two-thirds vote for the
levy of a “special tax” as required by Proposition 62. The Santa Clara decision did not address the question of
whether or not it should be applied retroactively. In McBrearty v. City of Brawley (1997) 59 Cal. App. 4th
1441, the Fourth District Court of Appeal concluded that the Santa Clara decision‘is to be applied retroactively
to require voter approval of taxes enacted after the adoption of Proposition 62 but before the Santa Clara
decision. '

The Santa Clara decision also- did not decide, and the California Supreme Court has not otherwise
decided, whether Proposition 62 applies to charter cities. The City is a charter city. Cases decided by the
California Court of Appeals have held that certain provisions of Proposition 62 do not apply to charter cities.
See, Fiedler v. City of Los Angeles (1993) 14 Cal. App. 4th 137 and Fisher v. County of Alameda (1993) 20
Cal. App. 4th 120.

Proposition 62 as an initiative statute does not have the same level of authority as a constitutional
initiative, but is analogous to legislation adopted by the State Legislature, except that it may be amended only
by a vote of the State’s electorate. Since it is a statute, Proposition 62 is subordinate to the authority of charter
cities, derived from the State Constitution, to impose taxes. Propositiori 218, however, incorporates the voter
approval requirements initially imposed by Proposition 62 into the State Constitution. For a discussion of taxes
affected by Proposition 218 see “Articles XTI C and XIII D of the California Constitution.”

. Even if a court were to conclude that Proposition 62 applies to charter cities, the City’s exposure
would be insignificant. The effective date of Proposition 62 was November 1986. Proposition 62 contains
provisions that apply to taxes imposed on or after August 1, 1985. Since August 1, 1985, the City has collected
taxes on businesses, hotel occupancy, utility use, parking, property transfer, stadium admissions and vehicle
rentals. Only the hotel and stadium admissions taxes have been increased since that date. The increases in these
taxes were ratified by the voters on November 3, 1998 pursuant to a requirement in Proposition 218. With the
exception of the vehicle rental tax, the City continues to collect all of the taxes listed above. Since these
remaining taxes were adopted prior to August 1, 1985, and have not been increased, these taxes would not be
subject to Proposition 62 even if Proposition 62 applied to a charter city. See APPENDIX A — “CITY AND
COUNTY OF SAN FRANCISCO — ORGANIZATION AND FINANCES - Other City Tax Revenues.”

Proposition 1A

Proposition 1A, proposed by the State Legislature in connection with the State’s Fiscal Year 2004-05
Budget, approved by the voters in November 2004, provides that the State may not reduce any local sales tax
rate, limit existing local government authority to levy a sales tax rate or change the allocation of local sales tax
revenues, subject to certain exceptions. Proposition 1A generally prohibits the State from shifting to schools or
community colleges any share of property tax revenues allocated to local governments for any fiscal year, as
set forth under the laws in effect as of November 3, 2004. Any change in the allocation of property tax
revenues among local governments within a county must be approved by a two-thirds vote of both houses of
the State Legislature. Proposition 1A provides, however, that beginning in Fiscal Year 2008-09, the State may
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shift to schools and community colleges up to 8% of local government property tax revenues, which amount
must be repaid, with interest, within three years, if the Governor proclaims that the shift is needed due to a
severe State financial hardship, the shift is approved by a two-thirds vote of both houses of the State
Legislature and certain other conditions are met. The State may also approve voluntary exchanges of local
sales tax and property tax revenues among local governments within a county.

Proposition 1A also provides that if the State reduces the annual vehicle license fee rate currently in
effect, 0.65% of vehicle value, the State must provide local governments with equal replacement revenues.
Further, beginning July 1, 2005, Proposition 1A requires the State to suspend State mandates affecting cities,
counties and special districts, excepting mandates relating to employee rights, schools or community colleges,
in any year that the State does not fully reimburse local governments for their costs to comply with such
mandates. :

Proposition 1A may result in increased and more stable City revenues. The magnitude of such
increase and stability is unknown and would depend on future actions by the State. However, Proposition 1A
could also result in decreased resources being available for State programs. This reduction, in turn, could affect
actions taken by the State to resolve budget difficulties. Such actions could include increasing State taxes,
decreasing spending on other State programs or other action, some of which could be adverse to the City.

Proposition 22

Proposition 22 (“Proposition 22”) which was approved by California voters in November 2010,
prohibits the State, even during a period of severe fiscal hardship, from delaying the distribution of tax
revenues for transportation, redevelopment, or local government projects and services and prohibits fuel tax
revenues from being loaned for cash-flow or budget balancing purposes to the State General Fund or any other
State fund. In addition, Proposition 22 generally eliminates the State’s authority to temporarily shift property
taxes from cities, counties, and special districts to schools, temporarily increase a school and community
college district’s share of property tax revenues, prohibits the State from borrowing or redirecting
redevelopment property tax revenues or requiring increased pass-through payments thereof, and prohibits the
State from reallocating vehicle license fee revenues to pay for State-imposed mandates. In addition,
Proposition 22 requires a two-thirds vote of each house of the State Legislature and a public hearing process to
be conducted in order to change the amount of fuel excise tax revenues shared with cities and counties.
Proposition 22 prohibits the State from enacting new laws that require redevelopment agencies to shift funds to
schools or other agencies. While Proposition 22 will not change overall State and local government costs or
revenues by the express terms thereof, it will cause the State to adopt alternative actions to address-its fiscal
and policy objectives.

Proposition 26

Proposition 26 (“Proposition 26), which was approved by California voters in November 2010,
revises the California Constitution to expand the definition of “taxes.” Proposition 26 re-categorizes many
State and local fees as taxes.

Proposition 26 requires the approval of two-thirds of both houses of the State Legislature for any
proposed change in State statutes, which would result in any taxpayer paying a higher tax. Proposition 26
eliminates the previous practice whereby a tax increase coupled with a tax reduction that resulted in an overall
neutral fiscal effect was subject only to a majority vote in the State Legislature. Furthermore, pursuant to
Proposition 26, any increase in a fee above the amount needed to provide the specific service or benefit is
deemed to be a tax and the approval thereof will require such two-thirds vote of approval to be effective. In
addition, for State imposed fees and charges, any fee or charge adopted afier January 1, 2010 with a majority
vote of approval of the State Legislature which would have required a two-thirds vote of approval of the State
Legislature if Proposition 26 were effective at the time of such adoption is repealed as of November 2011
absent the re-adoption by the requisite two-thirds vote.
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- Proposition 26 amends Article XIII C of the State Constitution to state that a “tax” means a levy,
charge or exaction of any kind imposed by a local government, except (1) a charge imposed for a specific
benefit conferred or privilege granted directly to the payor that is not provided to those not charged, and which
does not exceed the reasonable costs to the local government of conferring the benefit or granting the privilege;
(2) a charge imposed for a specific government service or product provided directly to the payor that is not
provided to those not charged, and which does not exceed the reasonable costs to the local government of
providing the service or product; (3) a charge imposed for the reasonable regulatory costs to a local
government for issuing licenses and permits, performing investigations, inspections and audits, enforcing

- agricultural marketing orders, and the administrative enforcement and adjudication thereof; (4) a charge
imposed for entrance to or use of local government property or the purchase rental or lease of local
government property; (5) a fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government as a result of a violation of law; (6) a charge imposed as a condition of-
property development; or (7) assessments and property related fees imposed in accordance with the provisions
of Proposition 218.

Proposition 26 applies to any levy, charge or exaction imposed, increased, or extended by local
government on or after November 3, 2010, unless exempted, as stated above. Accordingly, fees adopted prior
to that date are not subject to the measure until they are increased or extended or if it is determined that an
exemption applies.

- Future Initiatives

* Article XIII A, Article XIII B, Article XIII C and Article XIII D of the State Constitution, Proposition
62, Proposition 1A, Proposition 22 and Proposition 26 were all adopted pursuant to the State’s initiative
process. The limitations imposed upon the City by these provisions hinder the City’s ability to raise revenues
through taxes or otherwise and may therefore prevent the City from meeting increased expenditure
requirements. The City expects that other initiative measures will be adopted, some of which may place further
limitations on the ability of the State, the City or local districts to increase revenues or to spend money or
which could have other financially adverse effects such as requiring the City to undertake new responsibilities.
Such other initiatives could have a material adverse effect on the City’s financial condition.

California law permits citizens to effect changes to the State’s Constitution and statutes, without
involvement by the legislature, through the initiative process. Under this process, initiative supporters submit
petitions to State election officials, who are required to submit the initiative to voters if the petitions meet
statutory requirements. Many provisions of State law have been added or affected by initiatives. Some of
these types of initiatives have materially adversely affected the City’s ability to raise revenues or spend money.

On April 25, 2013, the California Supreme Court in McWilliams v. City of Long Beach (April 25;
2013, No. S202037), held that the claims provisions of the Government Claims Act (Government Code
Section 900 et. seq.) govern local tax and fee refund actions (absent another State statue governing the issue),
and that local claims presentation ordinances were without effect as to these actions. The effect of the
McWilliams case is that local governments could face class actions over disputes involving taxes and fees,
Such cases could expose local governments to significant refund claims in the future. The City cannot predict
whether any such class claims will be filed against it in the future, the outcome of any such claim or its impact
on the City.

CERTAIN RISK FACTORS

The following risk factors should be considered, along with all other information in this Official
Statement, by potential investors in evaluating the risks inherent in the purchase of the Series 2018 Bonds. The
Sfollowing discussion is not meant to be a comprehensive or definitive list of the risks associated with an
investment in the Series 2018 Bonds. The order in which this information is presented does not necessarily
reflect the relative importance of the various issues. Any one or more of the risk factors discussed below,
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among others, could lead to a decrease in the market value and/or in the liquidity of the Series 2018 Bonds.
There can be no assurance that other risk factors not discussed herein will not become material in the future.

Rental Payments Not a Debt of the City -

The obligation of the City to pay Base Rental does not constitute an obligation of the City to levy or
pledge any form of taxation or for which the City has levied or pledged any form of taxation. The obligation of
the City to pay Rental Payments from any legally available funds of the City does not constitute an
indebtedness of the City, the State or any of its political subdivisions within the meaning of any constitutional
or statutory debt limitation or restriction. .

Additional Obligations

Subject to certain City Charter restrictions, the City may incur other obligations, which may constitute
additional charges against its revenues, without the consent of the Owners of the Series 2018 Bonds. To the
extent that the City incurs additional obligations, the funds available to make payments of Base Rental may be
decreased. The City is currently liable on other obligations payable from its general revenues. See -
APPENDIX A — “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES —
Capital Financing and Bonds — Overlapping Debt,” “~ Tax Supported Debt Service,” and “~ Lease Payments
and Other Long-Term Obligations.” See also APPENDIX B — “COMPREHENSIVE ANNUAL FINANCIAL
REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR THE FISCAL YEAR ENDED
JONE 30, 2017.”

Abatement

The obligation of the City under the Lease to make Base Rental payments is in consideration for the
use and right of occupancy of the Facilities. The obligation of the City to make Base Rental payments may be
abated in whole or in part if the City does not have full use and right of occupancy of the Facilities.

In the event Base Rental payments are abated, no assurances can be given that moneys on deposit in
the Base Rental Fund or that the proceeds of rental interruption insurance will be sufficient to pay the debt
service on the Serles 2018 Bonds.

The amount of Base Rental payments due under the Lease will be abated proportionately during any
period in which by reason of damage, destruction, condemnation or title defect there is substantial interference
with the use and right of occupancy of the Facilities or any portion thereof. The amount of rental abatement
will be that amount by which the Rental Payments exceed the fair rental value of the Facilities. Such abatement
will continue for the period commencing with the date of material non-completion of a Bond Financed
Facilities Component or the date of such damage or destruction of Facilities and ending with the substantial
completion of a Bond Financed Facilities Component or of the work of repair or replacement of the Facilities
so damaged or destroyed; and the term of the Lease will be extended by the period during which the rental is
abated under the Lease, but in no event beyond June 15, 2044. The Trustee may use proceeds of rental
interruption insurance to make payments with respect to the Series 2018 Bonds in the event Base Rental
payments received by the Trustee are insufficient to pay principal or interest on the Series 2018 Bonds as such

~ amounts become due; however, there can be no assurance that such proceeds will be sufficient to pay debt
service on the Series 2018 Bonds.

If damage, destruction, condemnation or title defect with respect to the Facilities or any portion
thereof results in abatement of Base Rental payments and the resulting Base Rental payments, together
with any moneys in a Reserve Fund for Parity Bonds and available insurance proceeds, are insufficient
to make all payments with respect to the Series 2018 Bonds during the period that the Facilities, or a
portion thereof, are being restored, then such payments may not be made in full and no remedy is
available to the Trustee or the Owners under the Lease or Trust Agreement for nonpayment under such
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circumstances.Failure to pay principal of, premium, if any, or interest on, the Series 2018 Bonds as a
result of abatement of the City’s obligation to make Rental Payments under the Lease is not an event of
default under the Trust Agreement or the Lease. See “SECURITY AND SOURCES OF PAYMENT ~
Insurance” and “ — Maintenance and Utilities; Changes to Facilities” for additional provisions governing
damage to the Facilities. '

It is not possible to predict the circumstances under which an abatement of Base Rental may
occur. In addition, there is no statute, case law or other law specifying how such an abatement of Base
Rental should be measured. For example, it is not clear whether fair rental value is established as of
commencement of the Lease or at the time of the abatement. If the latter, it may be that the value of the
Facilities is substantially higher or lower than its value at the time of issuance of the Series 2018 Bonds.
Abatement, therefore, could have an uncertain and material adverse effect on the security for and
payment of the Series 2018 Bonds. :

Notwithstanding the .provisions of the Lease and the Trust Agreement specifying the extent of
abatement in the event of the City’s failure to have use and possession of the Project, such provisions may be
superseded by operation of law, and, in such event, the resulting Base Rental payments of the City may not be
sufficient to pay all of that portion of the remaining principal and interest with respect to the Series 2018
Bonds.

Limited Recourse on Default

The Lease and the Trust Agreement provide that, if there is a default by the City, the Trustee may take
possession of and re-let the Facilities, provided that the Facilities may only be re-let for library purposes in
accordance with the Charter, which might make such remedy impractical. The amounts received from such re-
letting may, be insufficient to pay the scheduled principal and interest on the Series 2018 Bonds when due. The
enforcement of any remedies provided in the Lease and in the Trust Agreement could prove to be both
expensive and time-consuming. .

- The Lease provides that upon the failure of the City to deposit with the Trustee any Base Rental
within five calendar days after the same becomes due, or any Additional Rental within 30 calendar days after
the same becomes due, or in the event that the City fails to keep, observe or perform any term, covenant,
conditions or agreement contained in the Lease (and does not remedy such breach within 30 days or such
additional time reasonably required to correct such default following notice thereof by the Corporation to the
. City), the Trustee may proceed (and, upon written request of the Owners of not less than a majority in
aggregate principal amount of Series 2018 Bonds then Quitstanding, shall proceed), without any further notice
(i) to terminate the Lease, notwithstanding any re-entry or re-letting of the Facilities, and re-enter the Facilities
and remove all persons, possessions and personal property therein; or (ii) without terminating the Lease, to
collect each installment of Base Rental payments and exercise the right of entry or re-entry and re-let the
Facilities, provided that any- such re-letting is for library purposes in accordance with the Charter; and (iii) to
enforce all of its rights and remedies under the Lease by pursuing any remedy available in law or in equity.

Courts may also be unwilling to enforce any remedies against the City that would compel the City to
lease a public facility, such as the Main Library, to a private party, even if for library purposes.

In addition to the limitations on remedies contained in the Lease and the Trust Agreement, the rights
and remedies provided in those documents may be limited by and are subject to provisions of federal
bankruptcy laws, as now or hereafter enacted, and to other laws or equitable principles that may affect
creditors’ rights. .
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No Acceleration on Default

In the event of a default, there is no remedy of acceleration of the total Base Rental payments for the
term of the Lease. The Trustee’s remedy would be to either terminate the Lease and re-let the Facilities, or to
retain the Lease and sue the City each year for Base Rental due in the year. Any suit for money damages
would be subject to the legal limitations on remedies against cities and counties in the State of California,
including a limitation on enforcement of judgments against funds needed to serve the public welfare and
interest.

Limitations on Remedies and Bankruptcy

The rights of the Owners of the Series 2018 Bonds are subject to certain limitations on legal remedies
against counties and other governmental entities in the State, including but not limited to a limitation on
enforcement against funds that are-otherwise needed to serve the public welfare and interest. Additionally, the
rights of the Owners of the Series 2018 Bonds may be subject to (i) bankruptcy, insolvency, reorganization,
moratorium, or similar laws limiting or otherwise affecting the enforcement of creditors’ rights generally (as
such laws are now or hereafter may be in effect), (i) equity principles (including but not limited to concepts of
materiality, reasonableness, good faith and fair dealing) and the possible unavailability of specific performance
or injunctive relief, regardless of whether considered in a proceeding in equity or law, (iii) the exercise by the
United States of America of the powers delegated to it by the Constitution, and (iv) the reasonable and
necessary exercise, in certain exceptional situations, of the police powers inherent in the sovereignty of the
State and its governmental bodies in the interest of serving a significant and legitimate public purpose.

The City is authorized under California law to file for bankruptcy protection under Chapter 9 of the
United States Bankruptcy Code (Title 11, United States Code) (the “Bankruptcy Code™), which governs the
bankruptcy proceedings for public agencies such as the City. Third parties, however, cannot bring involuntary
bankruptcy proceedings against the City. If the City were to file a petition under Chapter 9 of the Bankruptcy -
Code, the rights of the Owners of the Series 2018 Bonds may be materially and adversely affected as follows:
(i) the application of the automatic stay provisions of the Bankruptcy Code, which, until relief is granted,
would prevent collection of payments from the City or the commencement of any judicial or other action for
the purpose of recovering or collecting a claim against the City and could prevent the Trustee from making
payments from funds in its possession; (ii) the avoidance of preferential transfers occurring during the relevant
period prior to the filing of a bankruptcy petition; (iii) the existence of unsecured or secured debt which may
have a priority of payment superior to that of Owners of the Series 2018 Bonds; and (iv) the possibility of the
adoption of a plan (an “Adjustment Plan™) for the adjustment of the City’s various obligations over the
objections of the Trustee or all of the Owners of the Series 2018 Bonds and without their consent, which
Adjustment Plan may restructure, delay, compromise or reduce the amount of any claim of the Owners of the
Series 2018 Bonds if the bankruptcy court finds that such Adjustment Plan is “fair and equitable” and in the
best interests of creditors. The City can provide no assurances about the outcome of any bankruptcy case or the
nature of any Adjustment Plan if it were to file for bankruptcy.

In addition, if the Lease was determmed to constitute a “true lease” by the bankruptcy court (rather
than a financing lease providing for the extension of credit), the City could choose to reject the Lease despite
any provision therein that makes the bankruptcy or insolvency of the City an event of default thereunder. If
the City rejects the Lease, the Trustee, on behalf of the Owners of the Series 2018 Bonds, would have a pre-
petition unsecured claim that may be substantially limited in amount, and this claim would be treated in a
manner under an Adjustment Plan over the objections of the Trustee or Owners of the Series 2018
Bonds. Moreover, such rejection would terminate the Lease and the City’s obligations to make payments
thereunder. The City may also be permitted to assign the Lease to a third party, regardless of the terms of the
transaction documents. In any event, the mere filing by the City for bankruptcy protection likely would have a
material adverse effect on the marketability and market price of the Series 2018 Bonds.
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Among other qualifications, the legal opinions to be delivered concurrently with the delivery of the

Series 2018 Bonds will be qualified, as to the enforceability of the Series 2018 Bonds, the Trust Agreement,

the Lease and other related documents, by bankruptcy, insolvency, reorganization, moratorium, arrangement,

" fraudulent conveyance and other laws relating to or affecting creditors’ rights, to the application of equitable

principles, to the exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies
against joint powers authorities and counties in the State.

Substitution, Release and Addition of Leased Property

" The Lease permits the release of portions of the Facilities 'or the substitution of other real property for
all or a portion of the Facilities under specified conditions. See “SECURITY AND SOURCES OF PAYMENT
— Substitution of Property” and APPENDIX C ~ [“SUMMARY OF CERTAIN PROVISIONS OF THE
LEGAL DOCUMENTS - The Lease — Substitution, Release and Addition of Leased Property.”] Although the
Lease requires that the Substitute Facilities have an annual fair rental value upon becoming part of the
Facilities equal to the maximum annual amount of the Base Rental payments and Additional Rental Payments
yet unpaid under the Lease remaining due with respect to the Facilities being replaced, it does not require that
such Substitute Facilities have an annual fair rental value equal to the total annual fair rental value at the time
of replacement of the Facilities or portion thereof being replaced. In addition, such Substitute Facilities could
be located anywhere within the City’s boundaries. Therefore, release or substitution of all or a portion of the
Facilities could have an adverse effect on the security for the Series 2018 Bonds.

City Long-Term Financial Challenges

The following discussion highlights certain long-term challenges facing the City and is not meant to
be an exhaustive discussion of challenges facing the City. Notwithstanding the City’s strong economic and
financial performance during the recent recovery and despite significant City initiatives to improve public
transportation systems, expand access to healthcare and modernize. parks and libraries, the City faces several
long-term financial challenges and risks described below.

Significant capital investments are proposed in the City’s adopted 10-year capital plan. However
identified funding resources are below those necessary to maintain and enhance the City’s physical
infrastructure. As a result, over $11 billion in capital needs are deferred from the. capital plan’s 10-year
" horizon. Over two-thirds of these unfunded needs relate to the City’s transportation and waterfront
infrastructure, where state of good repair investment has lagged for decades. .

In addition, the City faces long term challenges with respect to the management of pension and post-
employment retirement obligations. The City has taken significant steps to address long-term unfunded
liabilities for.employee pension and other post-employment benefits, including retiree health obligations, yet
significant liabilities remain. In recent years, the City and voters have adopted significant changes that should
mitigate these unfunded liabilities over time, including adoption of lower-cost benefit tiers, increases to
employee and employer contribution requirements, and establishment of a trust fund to set-aside funding for
future retiree health costs. The financial benefit from these changes will phase in over time, however, leaving
ongoing financial challenges for the City in the shorter term. Further, the size of these liabilities is based on a
number of assumptions, including but not limited to assumed investment returns and actuarial assumptions. It
is possible that actual results will differ materially from current assumptions, and such changes in investment
returns or other actuarial assumptions could increase budgetary pressures on the City.

Lastly, while the City has adopted a number of measures to better position its operating budget for
future economic downturns, these measures may not be sufficient. Economic stabilization reserves have grown
significantly during the last four fiscal years and now exceed pre-recession peaks, but remain below adopted
target levels of 10% of discretionary General Fund revenues.
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There is no assurance that other challenges not discussed in this Official Statement may become
material to investors in the future. For more information, see APPENDIX A — “CITY AND COUNTY OF
SAN FRANCISCO ORGANIZATION AND FINANCES” and in APPENDIX B — “COMPREHENSIVE
ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR THE
FISCAL YEAR ENDED JUNE 30, 2017.”

Seismic Risks

The City is located in a seismically active region. Active earthquake faults underlie both the City and
the surrounding Bay Area, including the San Andreas Fault, which passes within about three miles of the
City’s border, and the Hayward Fault, which runs under Oakland, Berkeley and other cities on the east side of
San Francisco Bay, about 10 miles away. Significant seismic events include the 1989 Loma Prieta earthquake,
centered about 60 miles south of the City, which registered 6.9 on the Richter scale of earthquake intensity.
That earthquake caused fires, building collapses, and structural damage to buildings and highways in the City
and surrounding areas. The San Francisco-Oakland Bay Bridge, the only east-west vehicle access into the
City, was closed for a month for repairs, and several highways in the City were permanently closed and
eventually removed. On August 24, 2014, the San Francisco Bay Area experienced a 6.0 earthquake centered
near Napa along the West Napa Fault. The C1ty did not suffer any material damage as a result of this
earthquake.

In March 2015, the Working Group on California Earthquake Probabilities (a collaborative effort of
the U.S. Geological Survey (U.S.G.S.), the California Geological Survey, and the Southern California
Earthquake Center) reported that there is a 72% chance that one or more quakes of about magnitude 6.7 or
larger will occur in the San Francisco Bay Area before the year 2045, Such earthquakes may be very
destructive. In addition to the potential damage to City-owned buildings and facilities (on which the City does
not generally carry earthquake insurance), due to the importance of San Francisco as a tourist destination and
regional hub of commercial, retail and entertainment activity, a major earthquake anywhere in the Bay Area
may cause significant temporary and possibly long-term harm to the City’s economy, tax receipts, and
residential and business real property values.

In early 2016, the Port Commission of the City and County of San Francisco commissioned an
earthquake vulnerability study of the Northern- Waterfront Seawall. The Seawall was constructed over 100
years ago and sits on reclaimed land, rendering it vulnerable to seismic risk. The Seawall provides flood and
wave protection to downtown San Francisco, and stabilizes hundreds of acres of filled land. Preliminary
findings of the study indicate that a strong earthquake may cause most of the Seawall to settle and move
outward toward the Bay, which would significantly increase earthquake damage and disruption along the
waterfront. The Port Commission estimates that seismic retrofitting of the Seawall could cost as much as $3
billion, with another $2 billion or more needed to prepare the Seawall for rising sea levels. The study estimates
that approximately $1.6 billion in Portassets and $2.1 billion of rents, business income, and wages are at risk
from major damage to the Seawall.

The Lease requires earthquake insurance only to the extent it is obtainable in reasonable amounts at
reasonable costs on the open market from reputable insurance companies (see “SECURITY AND SOURCES
OF PAYMENT - Insurance”). [The City does not currently anticipate obtaining earthquake insurance for the
Facilities.] In addition, in the event any Facilities were damaged or destroyed.in an earthquake, the rental
interruption insurance would not provide coverage for any abatement of Base Rental. Accordingly, the risk
that the Facilities may be damaged or destroyed by an earthquake and that Base Rental payments would
consequently be abated in whole or in part should be considered. Further, an earthquake could have a material
adverse impact on the finances of the City, which in turn could impair the ability of the City to make Base
Rental payments under the Lease.
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Climate Change, Risk of Sea Level Rise and Flooding Damage

Numerous scientific studies on global climate change show that sea levels will rise given the -
increasing temperature of the oceans and growing ocea volume, as land ice melts and runs off into the ocean.
Over the past century, the sea level has risen about eight inches around the San Francisco Bay and along the
Pacific coast. Such scientific studies also project accelerating sea level rise due to climate change over the
coming century. As a result, coastal areas like San Francisco are at risk of substantial flood damage over time
and this will affect private development as well as public infrastructure, including roads, utilities, emergency
services, schools and parks. The City could lose considerable tax revenues and many re51dents businesses and
governmental operations along the waterfront could be displaced.

The City, including its Port, Department of the Environment and various other departments and
agencies, have been preparing for these impacts for many years and have issued a number of public reports.
For example, in March 2016, the City released a report entitled “Sea Level Rise Action Plan,” identifying
geographic zones at risk of sea level rise and providing a framework for adaption strategies to confront these
risks. That study shows an upper range of end-of-century projections for permanent sea level rise plus
temporary flooding due to .100-year storm of up to 108 inches above 2015 average high tide. The City is
working on a citywide adaption plan that will likely be finalized and released in'the summer 2018. The goal of
the adaption plan is to establish a long-term comprehensive planning framework, identify funding sources and
prioritize investments.

In April 2017, the Working Group of the California Ocean Protection Council Science Advisory Team
(in collaboration with several state agencies, including the California Natural Resource Agency, the
Governor’s Office of Planning and Research, and the California Energy Commission) published a report
entitled “Rising Seas in California: An Update on Sea Level Rise Science” (the “Sea Level Rise Report”) to
provide a new synthesis of the state of science regarding sea level rise. The Sea Level Rise Report will
provide the basis for State guidance to state and local agencies for incorporating sea-level rise into design,
planning, permitting, construction, investment and other decisions. Among many findings, the Sea Level Rise
Report indicates that the effects of sea level rise are already being felt in coastal California with more
extensive coastal flooding during storms, period tidal flooding, and increased coastal erosion. In addition, the
report notes that the rate of ice sheet loss from Greenland and Antarctic ice sheets pose a particular risk of sea
level rise for the California coastline.

The City has already incorporated site specific adaption plans in the conditions of approval for certain
large waterfront development projects, such as the Candlestick/Hunters Point Shipyard, Treasure Island, Pier
70 and Mission Rock projects. Also, the City has started the process of planning to fortify the Port’s seawall
from sea level rise, including an initial investment of about $8 million during 2017-2018 and consideration of
financing options. The City expects short term upgrades to cost over $500 million and long term upgrades to
cost more than $5 billion.

A scientific report issued in March 2018 by professors at UC Berkeley and the University of Arizona
suggests that flooding risk from climate change could be exacerbated in the San Francisco Bay Area due to the
sinking of soil, known as subsidence. The risk of subsidence affects certain parts of San Francisco built on
landfill as well as the San Francisco International Airport. Under the new projections in this report, damage
due to flooding could be worse than estimated under earlier climate change studies.

Projections of the impacts of global climate change on San Francisco are complex and depend on
many factors that are outside the City’s control. The various scientific studies that forecast the amount and
timing of sea level rise and its adverse impacts, including flooding risk, are based on assumptions contained in
such studies, but actual events may vary materially. Also, the scientific understanding of climate change and
its effects continues to evolve. Accordingly, the City is unable to  forecast when sea level rise or other
adverse impacts of climate change (e.g., the occurrence and frequency of 100 year storm events and king
tides) will occur. In particular the City cannot predict the timing or precise magnitude of adverse economic
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effects, including, without limitation, material adverse impacts on the business operations or financial
condition of the City and the local economy during the term of the Bonds. While the impacts of climate
change may be mitigated by the City’s past and future investment in adaptation strategies, the City can give no
assurance about the net effects of those strategies and whether the City will be required to take additional
adaptive mitigation measures.

The City has filed a lawsuit against the five largest investor-owned oil companies that is pending in
the United States District Court, Northern District of California, Case No. 3:17-cv-06012-WHA, entitled The
People of the State of California, acting by and through the San Francisco City Attorney, Dennis J. Herrera, v.
BP P.L.C, et al. In that lawsuit, the- City Attorney is seeking to have the companies pay into an equitable
abatement fund to help fund investment in sea level rise adaptation infrastructure. While the City believes that
its claims are meritorious, the City can give no assurance regarding whether it will be successful and obtain the
requested relief from the courts or contributions to the abatement fund from the defendant oil companies.

The Lease does not require flood insurance for the Facilities, and [the City does not currently
antxcxpate obtaining flood insurance for the Facilities.] In the event any Facilities were damaged or destroyed
in a flooding event, the rental interruption insurance would not provide coverage for any abatement of Base
Rental. Accordingly, the risk that the Facilities may be damaged or destroyed by a flooding event and that
Base Rental payments would consequently be abated in whole or in part should be considered.

Cybersecurity

The City, like many other large public and private entities, relies on a large and complex technology
environment to conduct its operations, and faces multiple cybersecurity threats including, but not limited to,
hacking, viruses, malware and other attacks on its computing and other digital networks and systems
(collectively, “Systems Technology”). As a recipient and provider of personal, prlvate or sensitive
information, the City has been the subject of cybersecurity incidents that have resulted in or could have
resulted in adverse consequences to the City’s Systems Technology and that required a response action to
mitigate the consequences. For example, in November 2016, the San Francisco Metropolitan Transportation
Agency (the “SEMTA”) was subject to a ransomware attack which disrupted some of the SEMTA’s internal
computer systems. Therefore, the attack did not interrupt Muni train services nor did it compromise customer
privacy or transaction information. The SFMTA, however, took the precaution of turning off the ticket
machines and fare gates in the Muni Metro subway stations from Friday, November 25 until the morning of
Sunday, November 27.

Cybersecurity incidents could result from unintentional events, or from deliberate attacks by
unauthorized entities or individuals attempting to gain access to the City’s Systems Technology for the
purposes of misappropriating assets or information or causing operational disruption.and damage. To mitigate
the risk of business operations impact and/or damage from cybersecurity incidents or cyber-attacks, the City
" invests in multiple forms of cybersecurity and operational safeguards. In November 2016, the City adopted a
City-wide Cyber Security Policy (“Cyber Policy”) to support, maintain, and secure critical infrastructure and
data systems. The objectives of the Cyber Policy include the protection of critical infrastructure and
information, manage risk, improve cyber security event detection and remediation, and facilitate cyber
awareness across all City departments. The City’s Department of Technology has established a cybersecurity
team to work across all City departments to implement the Cyber Policy. The City’s Cyber Policy will be
reviewed periodically.

The City has also appointed a City Chief Information Security Officer (“CCISO”), who is directly
respon51ble for understandmg the business and related cybersecurity needs of the City’s 54 departments. The
CCISO is responsible for identifying, evaluating, responding, and reporting on information security risks in a
manner that meets compliance and regulatory requirements, and aligns with and supports the risk posture of
the City:
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While City cybersecurity and operational safeguards are periodically tested, no assurances can be
given by the City that such measures will ensure against other cybersecurity threats and attacks.
Cybersecurity breaches could damage the City’s Systems Technology and cause material disruption to the
City’s operations and the provision of City services. The costs of remedying any such damage or protecting
against future attacks could be substantial. Further, cybersecurity breaches could expose the City to material
litigation and other legal risks, which could cause the City to incur material costs related to such legal claims
or proceedings. ‘ .

Risk Management and Insurance -

The Lease obligates the City to maintain and keep in force various forms of insurance, subject to
deductibles, on the Facilities for repair or replacement in the event of damage or destruction to the Facilities.
The City is also required to maintain rental interruption insurance in an amount at least equal to 24 months of
Base Rental payments. The Lease allows the City to insure against any or all risks, except rental interruption
and title defects, through an alternative risk management program such as self-insurance. The City makes no
representation as to the ability of any insurer to fulfill its obligations under any insurance policy provided for,
in the Lease and no assurance can be given as to the adequacy of any such insurance to fund necessary repair
or replacement or to pay principal of and interest on the Series 2018 Bonds when due.

The City employs a full-time Risk Manager, as well as safety and loss control professionals, for the
prevention and mitigation of property, liability and employee claims for injury or damage. For information
concerning the self-insurance and risk management programs of the City, see APPENDIX A — “CITY AND
COUNTY OF SAN FRANCISCO - ORGANIZATION AND FINANCES - Litigation and Risk
Management.”

State Law Limitations on Appropriations

Article XIII B of the California Constitution limits the amount that local governments can appropriate
-annually. The ability of the City to make Base Rental payments may be affected if the City should exceed its
appropriations limit. The State may increase the appropriation limit of counties in the State by decreasing the
State’s own appropriation limit. The City does not anticipate exceeding its appropriations limit in the
foreseeable future. See “CONSTITUTIONAL AND STATUTORY TAX LIMITATIONS ON TAXES,
- REVENUES AND APPROPRIATIONS — Article XIII B of the California Constitution.”

Change in Law

The City cannot provide any assurance that the State Legislature or the City’s Board of Supervisors
will not enact legislation that will result in a reduction of the City’s General Fund revenues and therefore a
reduction of the funds legally available fo the City to make Base Rental payments. See, for example,
APPENDIX A — “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES —
CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND EXPENDITURES — Articles
X1 C and XIII D of the California Constitution” herein.

The security for payment of the principal and interest evidenced and represented by the Certificates
also may be adversely affected by actions taken (or not taken) by voters. Under the State Constitution, the
voters of the State have the ability to initiate legislation and require a public vote on legislation passed by the
State Legislature through the powers of initiative and referendum, respectively. Under the City’s Charter, the
voters of the City can restrict or revise the powers of the City through the approval of a Charter amendment.
The City is unable to predict whether any such initiatives might be submitted to or approved by the voters, the
nature of such initiatives, or their potential impact on the City.
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State of California Financial Condition

The City receives a significant portion of its funding from the State. Changes in the revenues received
by the State can affect the amount of funding, if any, to be received from the State by the City. The City cannot
predict the extent of the budgetary problems the State may encounter in this or in any future fiscal years, nor is
it clear what measures could be taken by the State to balance its budget, as required by law. In addition, the
City cannot predict the outcome of any elections impacting fiscal matters, the outcome of future State budget
negotiations, the impact that such budgets will have on its finances and operations or what actions will be
taken in the future by the State Legislature and Governor to deal with changing State revenues and
expenditures. Current and future State budgets will be affected by national and State economic conditions and
other factors over which the City has no control. See APPENDIX A — “CITY AND COUNTY OF SAN
FRANCISCO ORGANIZATION AND FINANCES — CITY BUDGET - Impact of the State of California
Budget on Local Finances.”

Federal Funding

The City receives substantial federal funds for assistance payments, social service programs and other
programs. A portion of the City’s assets are also invested in securities of the United States government. The
City’s finances may be adversely impacted by fiscal matters at the federal level, including but not limited to
cuts to federal spending. Changes to or termination or replacement of the Affordable Care Act, for example,
could increase costs to the City, and the City’s financial condition may also be impacted by the withholding of
federal grants or other funds flowing to “sanctuary jurisdictions.” The City cannot predict the outcome of
future federal administrative actions, legislation or budget deliberations. See APPENDIX A — “CITY AND
COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES — CITY BUDGET — Impact of
Federal Government on Local Finances.”

Other Events

Seismic events, wildfires, tsunamis, and other natural or man-made events may damage City
infrastructure and adversely impact the City’s ability to provide municipal services. For example, in August
2013, a massive wildfire in Tuolumne County and the Stanislaus National Forest burned over 257,135 acres
(the “Rim Fire”), which area included portions of the City’s Hetch Hetchy Project. The Hetch Hetchy Project
is comprised of dams (including O’Shaughnessy Dam), reservoirs (including Hetch Hetchy Reservoir which
supplies 85% of San Francisco’s drinking water), hydroelectric generator and transmission facilities and water
transmission facilities. Hetch Hetchy facilities affected by the Rim Fire included two power generating stations
and the southern edge of the Hetch Hetchy Reservoir. There was no impact to drinking water quality. The

City’s hydroelectric power generation system was interrupted by the fire, forcing the San Francisco Public
* Utilities Commission to spend approximately $1.6 million buying power on the open market and using existing -
banked energy with PG&E. The Rim Fire inflicted approximately $40 million in damage to parts of the City’s
water and power infrastructure located in the region. In September 2010, a Pacific Gas and Electric Company
(“PG&E™) high pressure natural gas transmission pipeline exploded in San Bruno, California, with
catastrophic results. There are numerous gas transmission and distribution pipelines owned, operated and
maintained by PG&E throughout the City.

"THE CITY

For information about the City, see APPENDIX A — “CITY AND COUNTY. OF SAN FRANCISCO’
— ORGANIZATION AND FINANCES.” The City is not obligated to make Rental Payments from the General
Fund. Certain financial information with respect to the City is presented for informational purposes only in
APPENDIX B - “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF
SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2017.” The information in these
appendices has been supplied by the City. '
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The Series 2018 Bonds are payable solely from Base Rental payments made by the City pursuant to
the Lease and certain other amounts held in certain funds or accounts established pursuant to the Trust
Agreement, subject to the provisions of the Trust Agreement permitting the application of such amounts for
the purposes and on the terms and conditions set forth therein.

NEITHER THE SERIES 2018 BONDS NOR THE OBLIGATION OF THE CITY TO MAKE
RENTAL PAYMENTS UNDER THE LEASE CONSTITUTES A DEBT OR GENERAL OBLIGATION OF
THE CITY, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF
THE CONSTITUTION OF THE STATE OR ANY STATUTORY DEBT LIMITATION OR RESTRICTION.

THE CORPORATION

The Corporation is a nonprofit public benefit corporation duly organized and validly existing under
the Nonprofit Public Benefit Corporation Law (Section 5110 et seq. of the California Corporations Code). The
" Corporation was formed in 1991 by the Chief Administrative Officer of the City pursua/mt to a resolution of the
Board of Supervisors of the City. The purpose of the Corporation is to provide a means to finance, through
lease financings, the acquisition, construction and installation of facilities, equipment and other tangible real .
and personal property for the City's general governmental purposes. The Corporation cannot issue obligations
or enter into leases without the City's consent and participation.

_ The Corporation is governed by a three-member Board of Directors. The initial Board of Directors

was appointed by the Chief Administrative Officer of the City. Successive members of the Board of Directors
are appointed by the existing Board of Directors to indefinite terms and serve without compensation. The
Corporation has no employees. Pursuant to an Administrative Services Agreement dated May 23, 1997,
between the City and the Corporation, the City provides administrative services to the Corporation.

Name Date of Appointment

Outstanding Debt

In addition to the Series 2018 Bonds, the Corporation has issued other bonds secured by separate
leases with the City. Additional bonds secured by separate leases with the City may be issued by the
Corporation from time to time. See APPENDIX A — “CITY AND COUNTY OF SAN FRANCISCO
ORGANIZATION AND FINANCES — CAPITAL FINANCING AND BONDS — Overlapping Debt” and “~
Lease Payments and Other Long-Term Obligations.” No amount received by or on behalf of the Corporation
with respect to any other bonds issued by the Corporation is available to secure payment of the Bonds.

Limited Obligation

‘THE SERIES 2018 BONDS ARE LIMITED OBLIGATIONS OF THE CORPORATION PAYABLE
SOLELY FROM BASE RENTAL PAYMENTS MADE BY THE CITY TO THE CORPORATION
PURSUANT TO THE LEASE AND ANY OTHER AMOUNTS HELD IN' CERTAIN FUNDS AND
ACCOUNTS ESTABLISHED PURSUANT TO THE TRUST AGREEMENT, SUBJECT TO THE
PROVISIONS OF THE TRUST AGREEMENT PERMITTING THE APPLICATION OF SUCH AMOUNTS
FOR THE PURPOSES AND ON THE TERMS AND CONDITIONS SET FORTH IN THE TRUST
AGREEMENT. THE PRINCIPAL OR REDEMPTION PRICE OF, AND INTEREST ON, THE SERIES
2018 BONDS WILL BE PAYABLE ONLY FROM THE FUNDS DESCRIBED IN THE TRUST
AGREEMENT AND NEITHER THE CORPORATION NOR ANY MEMBER OF ITS BOARD OF
DIRECTORS WILL INCUR ANY LIABILITY OR ANY OTHER OBLIGATION IN RESPECT OF THE
ISSUANCE OF THE SERIES 2018 BONDS. THE OBLIGATION OF THE CITY TO MAKE RENTAL
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PAYMENTS UNDER THE LEASE DOES NOT CONSTITUTE A DEBT OR GENERAL OBLIGATION OF
THE CITY, THE STATE OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF
THE CONSTITUTION OF THE STATE OR ANY STATUTORY DEBT LIMITATION OR RESTRICTION.

TAX MATTERS

In the opinion of Squire Patton Boggs (US) LLP and Amira Jackmon, Attorney at Law, Co-Bond
Counsel, under existing law: (i) interest on the Series 2018 Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code™), and is
not an item of tax preference for purposes of the federal alternative minimum tax; however, interest on the
Series 2018 Bonds is included in the calculation of a corporation’s adjusted current earnings for purposes of,
and thus may be subject to, the corporate alternative minimum tax (applicable only to taxable years beginning
before January 1, 2018); and (ii) interest on the Series 2018 Bonds is exempt from State of California personal

income taxes. Co-Bond Counsel express no opinion as to any other tax consequences regarding the Series
2018 Bonds.

The opinion on federal tax matters will be based on and will assume the accuracy of certain
representations and certifications, and continuing compliance with certain covenants, of the City and the
Corporation contained in the transcript of proceedings and that are intended to evidence and assure the
foregoing, including that the Series 2018 Bonds are and will remain obligations the interest on which is
excluded from gross income for federal income tax purposes. Co-Bond Counsel will not independently verify
the accuracy of the City’s and the Corporation’s certifications and representatlons or the continuing
compliance with the City’s and the Corporation’s covenants.

The opinion of Co-Bond Counsel is based on current legal authority and covers certain matters not
.directly addressed by such authority. It represents Co-Bond Counsel’s legal judgment as to exclusion of
interest on the Series 2018 Bonds from gross income for federal income tax purposes but is not a guaranty of
that conclusion. The opinion is not binding on the Internal Revenue Service (“IRS™) or any court. Co-Bond
Counsel express no opinion about (i) the effect of future changes in the Code and the applicable regulations
under the Code or (ii) the interpretation and the enforcement of the Code or those regulations by the IRS.

The Code prescribes a number of qualifications and conditions for the interest on state and local
government obligations to be and to remain excluded from gross income for federal income tax purposes, some
of which require future or continued compliance after issuance of the obligations. Noncompliance with these
requirements by the City or the Corporation may cause loss of such status and result in the interest on the
Series 2018 Bonds being included in gross income for federal income tax purposes retroactively to the date of
issuance of the Series 2018 Bonds. The City and the Corporation have each covenanted to take the actions
required of it for the interest on the Series 2018 Bonds to be and to remain excluded from gross income for
federal income tax purposes, and not to take any actions that would adversely affect that exclusion, After the
date of issuance of the Series 2018 Bonds, Co-Bond Counsel will not undertake to determine (or to so inform
any person) whether any actions taken or not taken, or any events occurring or not occurring, or any other
matters coming to Co-Bond Counsel’s attention, may adversely affect the exclusion from gross income for
federal income tax purposes of interest on the Series 2018 Bonds or the market value of the Series 2018 Bonds.

Interest on the Series 2018 Bonds is included in the calculation of a corporation’s adjusted current
earnings for purposes of, and thus may be subject to, the federal corporate alternative minimum tax (applicable
only to taxable years beginning before January 1, 2018). In addition, interest on the Series 2018 Bonds may be
subject to a federal branch profits tax imposed on certain foreign corporations doing business in the United
States and to a federal tax imposed on excess net passive income of certain S corporations. Under the Code, the
exclusion of interest from gross income for federal income tax purposes may have certain adverse federal
income tax consequences on items of income, deduction or credit for certain taxpayers, including financial
institutions, certain insurance companies, recipients of Social Security and Railroad Retirement benefits, those

_that are deemed to incur or continue indebtedness to acquire or carry tax-exempt obligations, and individuals
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otherwise eligible for the earned income tax credit. The applicability and extent of these and other tax
consequences will depend upon the particular tax status or other tax items of the owner of the Series 2018
Bonds. Co-Bond Counsel will express no opinion regarding those consequences.

Payments of interest on tax-exempt obligations, including the Series 2018 Bonds, are generally subject
to IRS Form 1099-INT information reporting requirements. If a Series 2018 Bond owner is subject to backup
withholding under those requirements, then payments of interest will also be subject to backup withholding.
Those requirements do not affect the exclusion of such interest from gross income for federal income tax

purposes.

Co-Bond Counsel’s engagement with respect to the Series 2018 Bonds ends with the issuance of the
Series 2018 Bonds, and, unless separately engaged, Co-Bond Counsel are not obligated to defend the City or
the Corporation, or the owners of the Series 2018 Bonds regarding the tax status of interest thereon in the event
of an audit examination by the IRS. The IRS has a program to audit tax-exempt obligations to determine
whether the interest thereon is includible in gross income for federal income tax purposes. If the IRS does
audit the Series 2018 Bonds, under current IRS procedures, the IRS will treat the City and the Corporation as
the taxpayer and the beneficial owners of the Series 2018 Bonds will have only limited rights, if any, to obtain
and participate in judicial review of such audit. Any action of the IRS, including but not limited to selection of
the Series 2018 Bonds for audit, or the course or result of such audit, or an audit of other obligations presenting
similar tax issues, may affect the market value of the Series 2018 Bonds.

Prospective purchasers of the Series 2018 Bonds upon their original issuance at prices other than the
respective prices indicated on the inside cover of this Official Statement, and prospective purchasers of the
Series 2018 Bonds at other than their original issuance, should consult their own tax advisors regarding other
tax considerations such as the consequences of market discount, as to all of which Co-Bond Counsel express
no opinion.

Risk of Future Legislative Changes and/or Court Decisions

Legislation affecting tax-exempt obligations is regularly considered by the United States Congress and
may also be considered by the State legislature. Court proceedings may also be filed, the outcome of which
.could modify the tax treatment of obligations such as the Series 2018 Bonds. There can be no assurance that
legislation enacted or proposed, or actions by a court, after the date of issuance of the Series 2018 Bonds will
not have an adverse effect on the tax status of interest on the Series 2018 Bonds or the market value or
marketability of the Series 2018 Bonds. These adverse effects could result, for example, from changes to

federal or state income tax rates, changes in the structure of federal or state income taxes (including -

replacement with another type of tax), or repeal (or reduction in the benefit) of the exclusion of interest on the
Series 2018 Bonds from gross income for federal or state income tax purposes for all or certain taxpayers.

For example, the recent federal tax legislation that was enacted on December 22, 2017 reduces
‘corporate tax rates, modifies individual tax rates, eliminates many deductions, repeals the corporate alternative
minimum tax (for taxable years beginning after December 31, 2017) and eliminates tax-exempt advance
refunding bonds, among other things. Additionally, investors in the Series 2018 Bonds should be aware that
future legislative actions may increase, reduce or otherwise change (including retroactively) the financial
benefits and the treatment of all or a portion of the interest on the Series 2018 Bonds for federal income tax
purposes for all or certain taxpayers. In all such events, the market value of the Series 2018 Bonds may be
affected and the ability of holders to sell their Bonds in the secondary market may be reduced. The Series
2018 Bonds are not subject to special mandatory redemption, and the interest rates on the Series 2018 Bonds
are not subject to adjustment, in the event of any such change in the tax treatment of interest on the Series 2018

- Bonds. ' ‘ '

Investors should consult their own financial and tax advisors to analyze the importance of these risks.
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Original Issue Discount and Original Issue Premium

Certain of the Series 2018 Bonds (“Discount Series 2018 Bonds”) may be offered and sold to the
public at an original issue discount (“OID”). OID is the excess of the stated redemption price at maturity (the
principal amount) over the “issue price” of a Discount Series 2018 Bond. The issue price of a Discount Series
2018 Bond is the initial offering price to the public (other than to bond houses, brokers or similar persons
acting in the capacity of underwriters or wholesalers) at which a substantial amount of the Discount Series
2018 Bonds of the same maturity is sold pursuant to that offering. For federal income tax purposes, OID
accrues to the owner of a Discount Series 2018 Bond over the period to maturity based on the constant yield
method, compounded semiannually (or over a shorter permitted compounding interval selected by the owner).
The portion of OID that accrues during the period of ownership of a Discount Series 2018 Bond (i) is interest
excluded from the owner’s gross income for federal income tax purposes to the same extent, and subject to the -
same considerations discussed above, as other interest on the Series 2018 Bonds, and (ii) is added to the
owner’s tax basis for purposes of determining gain or loss on the maturity, redemption, prior sale or other
disposition of that Discount Series 2018 Bond. The amount of OID that accrues each year to a corporate owner
of a Discount Series 2018 Bond is included in the calculation of the corporation’s adjusted current earnings for
purposes of, and thus may be subject to, the federal corporate alternative minimum tax (applicable only to
taxable years beginning before January 1, 2018). A purchaser of a Discount Series 2018 Bond in the initial
public offering at the issue price (described above) for that Discount Series 2018 Bond who holds that

Discount Series 2018 Bond to maturity will realize no gain or loss upon the retirement of that Discount Series
2018 Bond.

Certain of the Series 2018 Bonds (“Premium Series 2018 Bonds™) may be offered and sold to the
" public at a price in excess of their stated redemption price at maturity (the principal amount). That excess
constitutes bond premium. For federal income tax purposes, bond premium is amortized over the period to
maturity of a Premium Series 2018 Bond, based on the yield to maturity of that Premium Series 2018 Bond
(or, in the case of a Premium Series 2018 Bond callable prior to its stated maturity, the amortization period and
yield may be required to be determined on the basis of an earlier call date that results in the lowest yield on
that Premium Series 2018 Bond), compounded semiannually. No portion of that bond premium is deductible
by the owner of a Premium Series 2018 Bond. For purposes of determining the owner’s gain or loss on the
sale, redemption (including redemption at maturity) or other disposition of a Premium Series 2018 Bond, the
" owner’s tax basis in the Premium Series 2018 Bond is reduced by the amount of bond premium that is
amortized during the period of ownership. As a result, an owner may realize taxable gain for federal income
tax purposes from the sale or other disposition of a Premium Series 2018 Bond for an amount equal to or less
than the amount paid by the owner for that Premijum Series 2018 Bond. A purchaser of a Premium Series
2018 Bond in the initial public offering who holds that Premium Series 2018 Bond to maturity (or, in the case
of a callable Premium Series 2018 Bond, to its earlier call date that results in the lowest yield on that Premium
Series 2018 Bond) will realize no gain or loss upon the retirement of that Premium Series 2018 Bond.

Owners of Discount and Premium Series 2018 Bonds should consult their own tax advisors as to
the determination for federal income tax purposes of the existence of OID or bond premium, the
determination for federal income tax purposes of the amount of OID or bond premium properly accruable
or amortizable in any period with respect to the Discount or Premium Series 2018 Bonds, other federal tax
consequences in respect of OID and bond premium, and the treatment of OID and bond premium for
purposes of state and local taxes on, or based on, income. 4 '

OTHER LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale of the Series 2018 Bonds and
with regard to the tax status of the interest on the Bonds (see “TAX MATTERS” herein) are subject to the
separate legal opinions of Squire Patton Boggs (US) LLP, San Francisco, California and Amira Jackmon,

_Attorney at Law, Berkeley, California, Co-Bond Counsel. The signed legal opinions of Co-Bond Counsel,
dated and premised on facts existing and law in effect as of the date of original delivery of the Series 2018
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Bonds, will be dehvered to the initial purchaser of the Serles 2018 Bonds at the time of original dehvery of the
Series 2018 Bonds.

The proposed form of the legal opinions of Co-Bond Counsel is set forth in APPENDIX F hereto.
The text of the legal opinions to be delivered may vary if necessary to reflect facts and law on the date of
delivery. The opinions will speak only as of their .date, and subsequent distributions of the opinions by
recirculation of this Official Statement or otherwise will create no implication that Co-Bond Counsel have
reviewed or expresses any opinion concermng any of the matters referred to in the opinions subsequent to their
‘date. In rendering their separate opinions, Co-Bond Counsel will rely upon certificates and representations of
facts to be contained in the transcript of proceedmgs for the Bonds, which Co-Bond Counsel will not. have
" independently verified.

Co-Bond Counsel undertakes no respon51b1hty for the accuracy, completeness or falrness of this
Official Statement. .

Certain legal matters will be passed upon for the Corporation by Dannis Woliver Kelley, San Diego,
California. Certain legal matters will be passed upon for the City by the City Attorney and by Hawkins
Delafield & Wood LLP, San Franqisco, California, Disclosure Counsel.’

Hawkins Delafield & Wood LLP has served as disclosure counsel to the City and in such capacity has
advised the City with respect to applicable securities laws and participated with responsible City officials and
staff in conferences and meetings where information contained in this Official Statement was reviewed for
accuracy and completeness. Disclosure Counsel is not responsible for the accuracy or completeness of the
statements or information presented in this Official Statement and has not undertaken to independently verify -
any of such statements or information. Rather, the City is solely responsible for the accuracy and completeness
of the statements and information contained in this Official Statement. Upon the delivery of the Series 2018
Bonds, Disclosure Counsel will deliver a letter to the City and the Corporation which advises the City and the
Corporatlon subject to the assumptions, exclusions, qualifications and limitations set forth therein, that no
facts came to attention of such firm which caused them to believe that this Official Statement as of its date and
as of the date of delivery of the Series 2018 Bonds contained or contains any untrue statement of a material
fact or omitted or omits to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading. No purchaser or holder of the Series 2018 Bonds,
or other person or party other than the City and the Corporation, will be entitled to or may rely on such letter or
Hawkins Delafield & Wood LLP’s having acted in the role of disclosure counsel to the City.

PROFESSIONALS INVOLVED IN THE OFFERING

Backstrom McCarley Berry & Co., LLC, San Francisco, California and Kitahata & Company, San
Francisco, California have served as Co-Municipal Advisors to the City with respect to the sale of the Series .
2018 Bonds. The Co-Municipal Advisors have assisted the City in the City’s review and preparation of this
Official Statement and in other matters relating to the planning, structuring, and sale of the Series 2018 Bonds.
The Co-Municipal Advisors have not independently verified any of the data contained herein nor conducted a
detailed investigation of the affairs of the City to determine the accuracy or completeness of this Official
Statement and assume no responsibility for the accuracy or completeness of any of the information contained
herein. The Co-Municipal Advisors, Co-Bond Counsel and Disclosure Counsel will all receive compensation
from the City for services rendered in connection with the Series 2018 Bonds contingent upon the sale and
delivery of the Series 2018 Bonds.

CONTINUING DISCLOSURE
The City has covenanted for the benefit of the holders and beneficial owners of the Series 2018 Bonds

- to provide certain financial information and operating data relating to the City (the “Annual Report”) not later
than 270 days after the end of the City’s fiscal year (which currently ends on June 30), commencing with the
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report for fiscal year 2017-18, which is due not later than March 27, 2019, and to provide notices of the
occurrence -of certain enumerated events. The Annual Report will be filed by the City with the Municipal
Securities Rulemaking Board (“MSRB”). The notices of enumerated events will be filed by the City with the
MSRB. The specific nature of the information to be contained in the Annual Report or the notices of
enumerated events is summarized in APPENDIX D - “FORM OF CONTINUING DISCLOSURE
CERTIFICATE.” These covenants have been made in order to assist the purchaser of the Series 2018 Bonds
in complying with Securities and Exchange Commission Rule 15¢2-12(b)(5). The ratings on certain
obligations of the City were upgraded by Fitch Ratings on March 28, 2013. Under certain continuing
disclosure undertakings of the City, the City was required to file a notice of such upgrade with the Electronic
Municipal Market Access system of the MSRB by April 11, 2013. The City filed such notice on May 17, 2013.

The City may, from time to time, but is not obligated to, post its Comprehensive Annual Financial
Report and other financial information on the City Controller’s web site at www. sfgov.org/controller.

NO LITIGATION

_ The opinions of the Counsel to the Corporation, which will be addressed solely to the City and the
Corporation, will be furnished to the initial purchaser at the time of the original delivery of the Series 2018
Bonds.

Corporation

No litigation is pending with service of process having been accomplished or, to the knowledge of the
Counsel to the Corporation, threatened, concemning the validity of the Series 2018 Bonds, the Trust
Agreement, the Lease, the Facilities Lease or the Assignment Agreement, or the entitlement to their respective
offices of the officers of the City who will execute and deliver the Series 2018 Bonds and other documents and
certificates in connection therewith.

City

No litigation is pending or threatened concerning the validity of the Series 2018 Bonds, the Lease, the
Facilities Lease, the corporate existence of the City, or the entitlement to their respective offices of the officers
of the City who will execute and deliver other documents and certificates in connection with the Series 2018
Bonds. :

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”), S&P Global Ratings (“S&P™), and Fitch Ratings
(“Fitch”), have assigned municipal bond ratings of “__,” ¢ ) and “__,” respectively, to the Series 2018
Bonds. Certain information not included in this Ofﬁc1a1 Statement was supphed by the City to the rating
agencies to be considered in evaluating the Series 2018 Bonds. The ratings reflect only the views of each rating
agency, and any explanation of the significance of any rating may be obtained only from the respective credit
rating agencies:  Moody’s, at www.moodys.com; S&P, at www.spratings.com; and Fitch, at
www.fitchratings.com. The information presented on the website of each rating agency is not incorporated by
_ reference as part of this Official Statement. Investors are advised to read the entire Official Statement to obtain
information essential to. the making of an informed investment decision. No assurance can be given that