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FILE NO. 111010 - ' RESOLUTION NO.

[Ge\neral Obligation Refunding Bonds - Series 2011-R1 - Not to Ekceed $1,355,991,219]

' Resolution authorizing the issuance from time to time, in one or more series, of not to

exceed $1,355,991,219 aggregate principal amount of the City and County of San

| Francisco General Obligation Refunding Bonds, incIUding the initial series or series of

such Bond to be designated as “City and County of San Franoisco General Obligation
Rofunding Bonds, Series 2011-R1”, to refund certain voutstanding General Obligation :
Bon_ds; approving the form andterms of said bonds; authorizing the execution,
authentication and registration of said bonds; providing for the appointment of
depositories, verification agents and other agénts tor said bonds; approving the form
and authorizing the execution and delivery of escrow agreements relating to the
refunded bonds; approving and directing the ta)t levy tor re‘payment of said bonds;
approving procedures for competitive or negotiated sales including approving fornis of |
official notice of sale and notice of intention to sell said -bo,nds and authorizing the
selection of underwriters and the execution and delivery of bond pnrchase
aQreements; approving the form and authorizing the execution and delivery of
continuing disciosure certificates; approving the form and authorizing the distribution .‘
of the preliminary official statement and authorizing the ‘execution, delivery and
distribution of the official statement for the Series 2011 R1 bonds; authorizing payment
of costs of issuance of said bonds; approving modifications to documents; ratifying
actions previously taken; and granting general authority to City officials to take
necessary actions in connection with the authorization, issuance, sale and delivery of-

the bonds and the refunding of certain outstanding General Obligation Bonds.
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WHEREAS, the Board of Supervisors (the "Board") of the City and County of San
Francisco (the “City") has, pursuant to the applicable laws of the State of California (the
“State”) the Charter of the City (the “Charter”) and previous resolutions duly adopted and
proceedings duly conducted by the Board, prevrdusiy authorized the issuance, sale and
delivery of the City's outstanding; generaly obligation bonds (the “Prior Bonds”) listed in Exhibit
A attached hereto (a copy of which is on file with the Clerk of Board of Supervisors and which
is hereby declared to be a part of this Resolution as if fully set forth herein) to assist in the
financing, or refinancing, of the acquisition, construction, and improvement of certain
munrcrpai facilities or programs; and

WHEREAS the Board desires to |ssue and sell, from time to time, the Ciw s General
Obligatron Ftefundmg Bonds (referred io herein as the “Bonds”) in the aggregate principal
amount not to exceed $1,355,991,219, pursuant to this Resolution of the Board (the
“Resolution”), the laws of the State of California including Title 5, Division 2, Part 1, Chapter 3,
Article 9 of the California Government Code, the Charter, the Administrative Code of the City
(the “Administrative Code”) and any ordinance now or hereinafter in effect, in order to reduce
the amount of debt service payments on the Prior Bonds by refunding and setting aside funds
to retire all or a portion of the Prior Bonds and to pay the costs of issuance of the Bonds.

NOW, THEREFORE, BE IT RESOLVED by' the Board ‘of Supervisors of the City, as
follows: | | | |

Section 1. Recitals. All of the recitals herein are true and correct.

Section 2. Conditions Precedent. All conditions, things and acts required by law to

exist, to happen and to be performed precedent to the adoption of this Resolution exist, have

‘happened and have been pen‘ormed in due time, form and manner in accordance with

applicable law, and the City is now authorized pursuant to the Charter and applicable law to

issue the Bonds and incur indebtedness in the manner and form provided in this Resolution.
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Section 3. Documents. The documents presented to the Board and on frle with the

| Clerk of the Board of Supervrsors or his or her designee (the “Clerk of the Board of

Supervisors”) are contained in File No. 111010

Section 4. AuthOrization of Iss_uance of the Bohds. (a) The Board hereby authorized

the issuance, from time to time and in one or more series and on a parity basis (each a

“Series”), of the City’s General Obligation Refunding Bonds in an aggregate amount not to
exceed $1,355,991 ,219. The Bonds shall be designated generally as “City and County of San |
Francisco General Obligation Refunding Bonds, Series — -R_ " or such other designation

as the Director of Public Finance (as defined below) shall determine, with each Series of .

‘Bonds to bear such additional designation as may be necessary or appropriate to drstrngursh

such Serres from every other Series of Bonds, as provided in Section 5 hereof.

- Each Series of Bonds shall be issued in accordance wrth this Resolution, the applicable
laws of the State, the Charter, the Administrative Code and any ordrnance now or herernafter
in effect.

(b)  The initial Seriee of such Bonds shall be designated the “City and County of San |
Francisco General Obligation Refunding Bonds, Series 2011-R1” (and if issued in ﬁmre than
one eeries, then “Series 2011 -R2’), and will be issued in accordance with the provisiens of
this Resolution. |

(c) The Director of Public Finance, or such other officer earrying out subb duties on
behalif of the City, or his or her designee (the “Director of Public Fihance”) is hereby

authorized and directed to determine whrch issues (or maturrtres within any rssue) of the Prror

‘Bonds shall be refunded from proceeds of any Serres of Bonds and to provrde for the sale of

any Series of Bonds by public or private sale as herein provided, subject to the following

terms and conditions applicable to each Series of Bonds:

Mayor Lee
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i) = The (A) total present value of the aggregated debt service to rnaturity on each
Series of Bonds.to be issued at any time, shall not exceed (B) the total present value of the
aggregated debt 'service to maturity on the Prror Bonds to be refunded by such Series,
calculated as of the date of the issuance of such Series of Bonds and using an assumed rate
of interest equal to the yield (as to defined below) on such Series; provrded, however, that the '
present value of (B) less (A) must be at least 39 of outstanding principal amount of the Prior
Bonds to be refunded by such Series. As used herein, “yield” shall mean the yield on the
applicable Series of Bonds as calculated pursuant to the provisions of the Internal Revenue
Code of 1986, as amended from time to time. The Controller shall determine compliance with
the requirements.of thrs Section 4(c)(i) in a written certificate.

(i) The Series of Bonds shall not have a true interest cost in excess of twelve

percent (12%) (for purposes of this paragraph true interest cost means that nomrnal annual

|l interest rate which, when compounded semiannually and used to discount all payments of

|| principal arid interest payable on such Series of Bonds to the dated date of such Series of

Bonds, results in an amount equaI' to the principall amount of such Series of Bonds plus the
amount of any premium offered (disregarding for the purpOses of the calculation the accrued
interest, if any, to the date of delivery of the Series of Bonds)); |

| (ii) -~ The Series of Bonds shall not have-a final matunty date later than the final
maturity date of all of the Prior Bonds to be refunded;

(iv)  Costs of issuance with respect to the Series of Bonds (excluding underwriter's
discount and any cost of credit enhancement) shall not exceed fwo percent (2%) of the
prrncrpal amount of such Series of Bonds; |

(V) The purchase price of the Series of Bonds shall not be less than the par amount

of such Series of Bonds;

Mayor Lee )
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(Vi) - Inthe event of a private (negotlated) sale of the Series of Bonds as provided
under Section 19 hereof underwriter's discount shall not exceed one percent (1%);

(vii)  In the event the Drrector of Public Finance determines to sell any Series of
Bonds (or portion thereof) wrth credit enhancement such as a municipal bond insurance
policy or a letter of credit, the present value savrngs as calculated by the Financial Advisors
to the City, resultlng from the purchase of such credit enhancement shall equal or exceed the
cost thereof. _

(d) For the avoidance of any doubt, subject to compliance with the limitation of - »

Section 4(c)i) hereof the principal amount of any Series of Bonds may be more than, less

‘[ than or the same as, the principal amount of the Prior Bonds to be refunded by such Series.

- () The Director of Publlc Finance is hereby authorized to determine for each Series ]
of Bonds: the sale date the mterest rates, the defrnrtrve principal amount thereof (provided
that the aggregate principal amount for all Bonds shall not exceed $1,355,991 ,219), the
maturity dates and the redemption dates, if any, and the terms of any optional or mandatory
redemption thereof, subject to the provrs;ons of this Resolutlon

() In connection with the i lssuance of each Series of Bonds, the Controller shall
determine which Prior Bonds, or portions thereof, shall be redeemed with the proceeds
thereof and specify the date or dates upon which such redemptron shall occur, and the

Controller shall set forth such determrnat_rons in the Bond Award (as defined in Section 17

hereof) or the Bond Purchase Agreement (as identified in Section 19 hereof), applicable to

such Series of Bonds.

Section 5. Form, Executron Authentrcatron and Reolstratron of the Bonds. Each

Series of Bonds shall be in fully registered form wrthout coupons in denominations of $5,000
or any integral multrple thereof. The officers of the City are hereby directed to cause each

Series of Bonds to be prepared in sufficient quantity for delivery to or for the account of the

Mayor Lee o .
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purchaser thereof, and the Clerk of the Board of Supervrsors is hereby directed to cause the
blanks therein to be completed in accordance with this Resolution, to procure their executron
by the Mayor of the City and countersigned by the Clerk of the Board of Supervisors (including

by-facsimile signature, if necessary or co_nvenient), and to deliver each Series of Bonds when

|l so executed to said purchaser in exchange for the purchase price thereof, all in accordance

with this Resolution.
The form of each Series of Bonds and the Certificate of Authentication and registration, .
to be manualh/ executed by the Treasurer of the City or his or her designee (the “City |
Treasurer”), shall be substantially tn the form attached hereto as Exhibit B (a copy of which is
on file wrth the Clerk of the Board of Supervisors and which is hereby declared to be a part of

this Resolution as if fully set forth herein), with such necessary or approprrate variations,

omissions and insertions as permitted or required by this Resolution and made in accordance

with Section 24 hereof.

Only those Bonds as shall bear thereon a Certificate of Authentrcatron and Registration
in the form in Exhibit B, manually executed by the City Treasurer, shall be valid or obhgatory
for any purpose or entitled to the benefits of this Resolution, and such Certificate of the City
Treasurer executed as herein provided, shall be conclusive evidence that those Bonds so
authenticated have been duly authenticated and delivered hereunder and are entitled to the
benefits of this Resolution. ' | |

The Crty Treasurer shall assign a drstrnctrve letter, or number, or Ietter and number to
each Series of Bonds authenticated and regrstered by him or her and shall maintain a record

thereof which shall be available for inspection.

Sectlon 6. Registration Books for the Bonds. The City Treasurer shall keep or cause
to be kept, at the office of the City Treasurer, or at the designated office of any bond registrar

appointed by the City Treasurer, separate and sufficient books for the registration and transfer

Mayor Lee
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of each Series of Bonds, which bond registration books shall at all times be open to
mspectron and upon presentation for such purpose, the City Treasurer shall under such

reasonable regulations as he or she may prescribe, register or transfer or cause to be

registered or transferred, on said books each Series of Bonds, as herein provided. The City

and the City Treasurer may treat the registered owners of each Series of Bonds shown in
such registration books (the "Registered Owhers") as the absolute owners thereof for all

pUrposes, and the City and the City Treasurer shall not be affected by any notice to the

Section 7. Transfer or Exchange of the Bonds. Any Bond may, in accordance with its

terms, be transferred upon the bond registration books required to be kept pursuant to the

provisions of Section 6 hereof, by the person in whose name it is registered, in person or by

" the duly authorized attorney of such person in writing, upon surrender of such Bond for

cancellation, accompanied by delivery of a duly executed written instrument of transfer in a
form approved by the City Treasurer. |

Any Bond may be exchanged at the office of the City Treasurer for a like aggregate
principal amount of other authorized denominations Qf the same Series, interest rate and
maturity. | |

Whenever any Bond shall be surrendered for transfer or exchange, the designated City
officials shall execute (as provided in Section 5 hereof) and the City Treasurer shall
authenticate and deliver a new Bond of the same Series, interest rate and matunty in a like
aggregate prmcrpal amount. The City Treasurer shall require the payment by any Regrstered
Owner requesting any such transfer of any tax or other governmental charge requrred to be
pald with respect to such transfer or exchange.

No transfer or exchange of a Bond shall be requrred to be made by the City Treasurer

during the period from the Record Date (as defined i in Section 8 hereof) next preceding each

Mayor Lee ‘
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interest payment date to such interest payment date or after a notice of redemption shall have

been mailed with respect to such Bond.

Section 8. General Terms of the Bonds; Redemption Provisions. (a) General Terms.
Each Series of Bonds shall be dated the date of their delivery or sucn other date (the “Dated
Date”) as specified in the applicable Bond Award (as defined in Section 17 hereof) or in the
applicable Bond Purchase 'Agre‘ement (as defined in Section 19 hereof). Each Series of
Bonds shatl bear interest at rates to be determined upon the sale of such Series of Bonds,
calculated on the basrs ofa 360 day year comprised of twelve 30-day months, payable on the

first interest payment date desrgnated in the applicable Bond Award or the applrcable Bond

_ Purchase Agreement, and semrannually thereafter on December 15 and June 15 of each

year.

- The prineipal of each Bonds shall be payable in lawful money of the United States of
America to the Registered Owner thereof,‘ upon the surrender thereof at maturity or earlier
redemption at the office of the City Treasurer. The interest on each Bonds shall be payable in
like lawful money to the Registered Owner whose name appears on the'applicable' bond |
registration books of the City‘TreasUrer as the Registered Owner thereof as of the close of
busi‘ness on the last day of the month imrnediately preceding an interest payment date (the
“Record Date’t), whether or not such day is a Business Day (as defined below).

Each Series of Bonds shall bear interest from the interest payment date next preceding
the date of authentication thereof. unless itis authentrcated (i) as of a day during the period
from the Record Date next precedrng any interest payment date to the interest payment date,
inclusive in which event it shall bear interest from such interest payment date; or (iij) on or
before the first Record Date, in ‘which event it shall bear interest from the Dated Date;
provided, however, that if, at the time of authentication of any Bond, interest is in default on

such Bond, such Bond shall bear interest from the interest payment date to which rnterest has

Mayor Lee
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previously been paid or made available for payment on such Bond or from the Dated Date |f
the first interest payment is not made. Except as may be otherwise provided in connection
with any book-entry only system app-llcable to a Series of Bonds, payment of the interest _on
any Series of Bonds shall be made by check mailed en the interest payment date to its
Registered Owner at such Owner's address as |t appears on the appllcable registration books

as of the Record Date; provuded however, lf any interest payment date occurs on a day that

i banks in California or New York are closed for business or the New York Stock Exchange is

closed for business, then such payment shall be made on the next succeeding day that banks
in both California and New York are open for business and the New York Stock Exchange is
open for business (each, a “‘Business Day”); and provnded further, that the Reglstered Owner

of an aggregate principal amount of at least $1 ;000,000 of a Series of Bonds may submit a

written request to the City Treasurer on or befote a Record Date preceding an interest:

payment date for payment of interest by wire transfer to a commercial bank ’located within the
United States of America. For so long as any Series of Bonds are held in book-entry form by
a securities depository selected .by the City pursuant to Section 15(b) hereof, payment shall
be made to the Reglstered Owner of the Series of Bonds designated by such secuntles
depository by wire transfer of lmmedlately available funds.

- (b)  Optional Redemption. Each Series of Bonds shall be subject to optional

‘redemption prior to maturity as p.rovided in the applicable Official Notice of Sale or the

‘applicable Bond Award or the applicable Bond Purchase Agreement.

(c) Sinking Fund Redemption. Each Series of Bonds shall be subject to mandatory

redemption at par, by lot, in any year for which the purchaser thereof has designated that the

principal amount payable with respect to that year shall constitute a mandatory sinking fund
payment, as and to the extent permitted by the appllcable Official Notice of Sale or provided in’

the applicable Bond Purchase Agreement. Any Series of Bonds subject to mandatory

Mayor Lee _ '
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redemption shall be designated as such in the applicable Official Notice of Sale or the.
applicable Bond Award or the applicable Bond Purchase Agreement.
The principal of and interest on each Series of Bonds subject to mandatory redemption

shall be paid from the Bond Fund for euch Series (as' defined in Section 10 hereof), pursuant

lto Section 10 hereof. In lieu of any such mandatory redemption for any Series of Bonds, at

any time prior to the selection of such Series of Bonds for mandatory redemption, the City
may apply such amounts on deposit in the Bond Fund for such Series to purchase such
Series of Bonds subject to such redemption at public or private sale, as and when and at such

prices not in excess of the principal amount thereof (including sales commission and other

chargee but excluding accrued interest), as the City may determine.

(d) Redemption - Selection.} Whenever less than all of the O'utstanding.-B‘onds (as
defined in Section 8(i) hereof) ofa Series' maturing on any one date'are called for redemption
on any(ohe date, the City Treasurer wiII‘ select the Bonds of such Series or portions thereof, in
denominations of $5,000 or any integral multiple thereof, to be redeemed from fhe
Outstanding Bonds of such Series maturing on such date not p‘reviously selected for
redemptlon by lot in any manner which the City Treasurer deems fair.

The date on which the Bonds of a Series that are called for redemptlon are to be
presented for redemption is herein called the “Redemption Date.”

(e) Redemption - Notice. The City Treasurer shall mail, or cause to be mailed,

notice of any redemption of each Series of Bonds, postageprepaid, to the respective

Registered Owner thereof at the addresses appearing on the applicable bond registration
books not less than twenty (20) days prior to the Redemption Date. The notice of redemption

shall: (i) state the Redemption Date; (ii) state the redemption price; (iii) state the maturity

| dates of such Series of Bonds and, if less than all of any such maturity is called for

redemption, the distinctive numbers of such Series of such maturity to be redeemed, and in

Mayor Lee . ' , :
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the case of any Series of Bonds redeemed in part only, the respective portions of the principal
amount thereof to be redeemed; (iv) state the CUSIP number if any, of each Series of Bonds

to be redeemed; (v) require that such Series of Bonds be surrendered by the Registered

Owner at the office of the City Treasurer or his or her agent; and (vi) give notice that interest

on such Series of Bonds will cease to accrue after the designated Redemption Date. Such
notice of:redemption may be conditional as provided in Section 8(g).

Notice of such redemption also shall be given, or caused to be given, by the City
Treasurer, by (i) registered or certified mail, postage prepaid, (ii) confirmed facsimile
transmission or (iif) overnight delivery service, to (A) all organizations registered with the
Securities and Excbange 'Commission as securities depositories and (B) such other services
or organizations as may be required in‘accordance with the Contin,u‘ing Disclosure Certificate
described- in Section 22 bereoft

.The'notic.‘e or notices required for redemptien shall be given by the City Treasurer, or
any agent appeinted by the City. A certificate of the City Treasurer or such other appointed
agent of the City that notice of redemption has been given to the Registered Owner of any
Bond and any organization identified in (A) in prior paragraph in accordance with this |
Resolution shall be conclusive against all parties. |

Provided, however, the actual receipt by the Registered Ownerof any Series of Bonds,
or by any .organization identified in (A) in the second preceding paragraph, of notice of such
redemption shall not be a condition p‘recede_nt to redemption, and failure to receive such
natice, or an;r defect in such notice eo mailed, shall not affect the validity of the proceedings
for the rede mption of such Series of Bonds or the cessation of accrual of interest'on such
Series of Bonds on the Redemption Date. |
| ()  Payment for Optional Redemption; 'F{edemption Account. At the time the City

Treasurer or the Controller of the City, or his or her designee (the “Controller”), determines to

Mayor Lee ‘ ' '
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optionally call and redeem any Series of Bonds, the C-ity Treasurer or his or her agent shall
establish a redemptlon account to be described or known as the “General Obllgatlon '

Refunding Bonds, Series -R__ Redemption Account” (the “Series ___-R__ Redemption

| Account”), and prior to or on the Redemption Date there must be set aside in the Redemption

Account for such Series moneys available for the purpose and sufficient to redeem, as
provided in this Resolution, the Series of Bonds designatedvih said notice of redemption,
subject to rescission as hereinafter provided. Said moneys must be set aside ih the |
Redemption Account for such Series solely for the purpose of, and shall be applied on or after
the Redemption Date to, payment of the redemption price of such Senes of Bonds to be
redeemed upon presentation and surrender of such Series of Bonds. Any interest due on or
prior to the Redemption Date may be paid from the Bond Fund for such Series as prowded in
Section 10 hereof or from the Redemption Ac_count for such Series. Subject to the- provisions
of Section 13 hereof, moneys heldlfrom time to time in any Redemption Account may be
invested by the City Treasurer pursuant to the City’s policies and guidelines for investment of

moneys in the General Fund of the City. If, after all of the Bonds of a Series have been

redeemed and canceled or paid and canceled, there are moneys remaining in the

Redemption Account for such Series, said money,s shall be transferred to the Bond Fund of
the City established in Section 10 hereof. |

When notice of optional redemption has been giveh, substantially as provided herein,

'and when the amount necessary for the redemption df any Series of Bonds called for

|| redemption (principal, premium, if any, and accrued interest to such Redemption Date) is set

aside for that purpose in the Redemption Account for said Series of Bonds, as provided
herein, the Bonds of such Series designated for redemption shall become due and payable on
the Redemption Date therefor, and upon presentation and sﬁrrender‘of said Series of Bonds

at the place specified in the notice of redemption, said Series of Bonds shall be redeemed and

Mayor Lee - '
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paid at said redemption price out of the R_edemption Account for said Series; provided vno
inferest will accrue on said Series of Bonds called for redemption after the Redemption Date
and the Registered Owner of such Bonds shall look for payment of such Bonds only to the
Redemption Account for such Series of Bonds. All Series of Bonds redeemed shall be
canceled forthwnth by the City Treasurer and shall not be reissued.

(@) Condltlonal Notice of Optional Redemption. Any notice of optional redemptlon
given as provnded in Section 8(e) may provide that such redemptlon Is conditioned upon: (i)
deposit in the Redemption Account of the appllcable Series of Bonds of sufficient moneys to

redeem such Bonds called for redemptlon on the antlmpated Redemption Date, or (i) any

other event specified in the notice of redemption. In the event that (A). such conditional notice

of optional redemption has been given, substantially as provided herein and (B) onthe - l

scheduled Redemption Date () sufficient moneys to redeem the applicable Series of Bonds
have not been deposnted in the Redemption Account for such Series of Bonds, or (1) any
other even specnfled in the notice of redemption did not occur, then such Senes of Bonds for
which notlce of condmonal optlonal redemptlon was given shall not be redeemed and shall
remain Outstandlng for all purposes of this Resolution and the redemption not occurrmg shall
not constltute an event of default under this Resolution. ‘

(h) Rescission of Optional Redemptlon The Clty may also rescmd any optional

redemptlon and notice thereof for any reason on any date prior to any Redemption Date by

causnng written notice of the rescission to be given to the Reglstered Owner of all Series of
Bonds so called for redemption. Notice of such rescission of redemptlon shall be given in the
same manner notice of redemption was originally given. The actual receipt by the Registered
Owner of any Senes of Bonds of notice of such resmssnon shall not be a condition precedent

to rescission, and failure to receive such notice or any defect in such notice so mailed shall

not affect the validity of the rescission.

Mayor Lee ‘
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(i) Definition of “Outstanding”. As used herein, the term “Outstanding”' means all
Bonds except: |

(i) Bonds theretofore canceled by the Crty and the Treasurer or surrendered tothe .
Treasurer for cancellation; | .

(i) . Bonds paid or deemed to have been paid within the meaning of Section 13; and

(i)  Bonds in lieu of or in substitution for which other Bonds shell have been
executed, issued and delivered by the City and the Treasurer pUrsuant hereto.

E Section 9. Tax Levy. For the purpose of paying the principal of and interest on each
Series of Bonds, the City at the time of fixing the general tax levy snall continue to fix, and in
the manner provided for suvch general tax levy, levy and collect taxes annurally each yeer until
all Outstanding Bonds of each Series have been paid, or provision for their payment has been
made in accerdance with Section 13 hereof; provided, however, that if the Board expects to
sell any Series of Bonds at such time that the principal of or interest on such Series of Bonds
will become due before the proceeds of a tax levred after such sale would be available to pay
such principal or interest, the City, at the time of fixing the annual tax levy, may Ievy ataxin
an amount sufficient to pay that portron of the pnncrpal of and interest on such Series of
Bonds which it expects will become due before the proceeds of the next succeedlng tax levy
will be avarlable

Said tax shall be in addition to all other taxes levred for City purposes and shall be

- collected at the same time and in the same manner as other taxes of the City are collected.

Pursuant to the terms of this Resolution, the City hereby pledges as security for each

Series of Bonds and the interest thereon, and the Treasurer is hereby directed ro deposit the

Iprocee'ds of the aforementioned tax into the Bond Fund for such Series established under

Section 10. Such fund or funds shall be kept separate and apart from all other funds. So long

as any Bonds of a Series are Outstanding, moneys in the related Bond Fund shall be used

Mayor Lee _
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solely for'the purpose of paying the principal of and interest on such Series of Bonds as such -
principal and interest shall become due and payable; provided, however, that when all of the
principal and interest on all such Series of Bonds has been paid or provided for, any balance

of money then remaining in said Bond Fund shall be transferred to the General Fund of the

-City. -

Section 10. Establishment and Application of the Bond Fund for Each Series. (a)

There is hereby establrshed in trust for each Series of Bonds a specral fund desrgnated

|| “General Obligation Refunding Bonds Series___ -R__ Bond Fund” (the “Series -R_

Bond Fund”) which will be held by the Treasurer and shall be kept separate and apart from all
other funds and accounts hetd hereunder. |

All taxes levied pursuant to this Resolution fdr payment of a Series df Bonds shall be
deposited upon collection by the City into the Bond Fund for such Series of Bonds, and used
for the payment of the principal of, premium, if any, and interest on, such Series of Bonds
(collectively, the “Debt ‘Service”). On or prior to the date on which any Debt Service on each
Series of Bonds is due, including by mandatory redemption on said date, the City Treasurer
shall transfer from the Bond Fund for such Series the amount necessary to pay the Debt
Service on the applrcable Series of Bonds on such date. _

(b)  On or prior to the date on which any Series of Bonds are to be redeemed at the
option of the City nursuant to this Resolution, the City Treasurer shall allocate to and deposit
in the Redemption Account for such Series, from amounts held in the Bond Fund, an amount
which, when added to any available moneys contained in such Redemption Account, is
sufficient to pay Debt Service with respect to such Series of Bonds on such redemption date.

The City Treasurer may make such other pror/isions for the payment of Debt Service
on any Series of Bonds as is necessary or convenient to permit payment, including the

optional redemption, of any Series of Bonds.

Mayor Lee ' ‘
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(c) . Amounts in any Bond Fund may be in\rested in any investment of the City in
which moneys in the General Fund of the City are invested. The City Treasurer may
commingle any of the moneys held in the any Bohd Fund with other City moneys for
investment purposes only; provided, however, that all of the moneys held in each Bond Fund .
established hereunder shali be accdunted for separately notwithstanding any such
commingling by the City Treasurer. ‘

(d)  Any amounts on deposit in any Bond Fund when there are no longer any related
Series of Bonds Outstanding shall be transferred to the General Fund, subject to.any |
conditions set forth in the tax certificate for such Series. |

(e) |If at any time it is deemed necessary of desrrable by the City, the Treasurer may
establish additional funds under this Resolution and/or accounts within any of the funds or
accounts established hereunder |

Section 11. Establishment and Application of the Rebate Fund for Each Series. There_ _

is hereby established in trust for each Series of Bonds a special fund desrgnated “General
Obligation Refunding Bonds, Series ___-R___ Rebate Fund” (the “Series ___ R___ Rebate
Fund”), which shall be held by the Treasurer and which shall be kept separate and apart from
all other funds and accounts held hereunder. The Treasurer shall deposit moneys into each 7
Rebate Fund in accordance with the provisions of the tax certificate for the related Series of
Bonds Amounts on deposit in the Rebate Fund shall only be apblied to payments made to
the Unlted States or otherwise transferred to other accounts or funds establtshed hereunder,

in accordance with the tax certificate for the related Series of Bonds.

Section 12. Establishment and Application of Costs of Issuance Fund for Each _Series.

There is hereby-established in trust for each Series of Bonds a special fund designated

“General Obligation Refunding Bonds, Series -R___ Costs of Issuance Fund” (the

Mayor Lee
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“Series _____-R___ Costs of Issuance Fund”), to be maintained by the Treasurer andlwhich '
shall be kept separate and apart from all other funds and accounts held hereunder.

The portion of the proceeds of the sale of each Series of Bonds; which is so specified
by the Controller, shall be deposited by the Treasurer to the credit of the Costs of Issuance
Fund for each Series of Bonds.

The City Treasurer is hereby authorized to pay or cause to be paid from the Cost of

Issuance Fund for each Series, on behalf of the City, the costs of issuance associated with

such Series of Bonds. Costs of issuance of any Series of Bonds shall include, without

limitation: bond and financial printing expenses, mailing and publication expenses, rating -
agency fees, the fees and expenses of paying agents, registrars, financiai consultants, escrow
agents, verification agents, all expenses incident to the calling, retiring or paying of the Prior
Bonds to be ref-unded by such Series, disclosure counsel and co-bond counsel and the
reimbursement of departmental expenses in connection wrth the issuance of such Series of
Bonds. |

All moneys on deposit in the Costs of Issuance Fund twelve months after i |ssuance of
the applicable Series of Bonds shall be transferred to the applicable Bond Fund and applied to

pay interest on the applicable Series of Bonds provrded that the Treasurer first shall receive a

| certificate of the Director of Public Finance consenting to such transfer

- Section 13. Defeasance Provisions for Each Series. (a) Payment of all or any portion

of each Series of Bonds may be provided for prior to such Series of Bonds’ respective stated
maturities by irrevocably depositing with the City Treasurer (or any commercial bank or trust
co.nﬁpany designated by the City Treasurer to act as escrow agent with respect thereto):

(i) An amount of cash equal to the principal amount of all of such Series of Bonds
or a portion thereof, and all unpaid interest thereon to maturity, provided that in the case of the

portion of a Series of Bonds that are to be redeemed prior to such Series of Bonds’ respective

Mayor Lee _ ,
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stated maturities and for which notice of such redemption shall have been given as provided
in Secﬁon 8 hereof or an irrevocable election to give such notice shall have been made by the
City, the amount to be deposited shall be the principal amount thereof, all unpaid interest
thereon to the Redemption Date, and premium, if any, due on such Redemption Date; or

(ii) Defeasance Securities (as defined in (b) below) not subject to call, except as
provided below in the definition thereof, maturing and paying interest at such times and in
such amounts together with lnterest earnings and cash, |f any, as will, without reinvestment,

as certified by an independent certified public accountant to be sufficient to pay the principal

lland all unpaid interest to maturity, or to the Redemption Date, as the case may be, and

premium, if eny, due on the portion of the Series of Bonds to be paid or redeemed' as such

lprincipal, premlum if any, and interest come due; provided, that, in the case of a Series of

Bonds that are to be redeemed prior to maturity, notice of such redemption shall be given as
provided in Section 8 hereof or an irrevocable election to give such notice shall have been
made by the City.

Upon the deposit described in (i) or (ii), all obligations of the City with reepect to said
Series of Bonds ehall cease and terminate, except only the obligation of the City to pay of
cause to be paid from the funds deposited pursuant to paragraphs (i) or (ii) of this Section 13
to the Registered Owners of such Series of Bonds all sums due with respect thereto and the
obligations of the City pursuant to Section 21 hereof; provided, that the City shall have |
received an opinion of nationally reoogh,ized bond counsel fhat provision for the payfnent of
such Series of Bonds has been made in accordance with this Section 13. -

(b)  For purposes of this Section 13, “Defeasanoe Securities” shail mean any of the
following that at the time are legal investments under the laws of the State of California for the
moneys proposed to be invested therein:

(i) - United States Obliga{ions (as defined below); and

|l Mayor Lee
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(). 'Pre-refunded fixed interest rate municipal obligations meeting the followihg
conditions: (A) the municipal obligations are not subjec{ to redemption prior to maturity, or ‘t'he

trustee or paying agent thereof has been given irrevocable instructions concerning their

‘ calling 'and redemption and the issuer has covenanted not to redeem such obligations other

than as set forth in such instructions; (B) the municipal obligations are secured by cash or
United States Obligations; (C) the principal of and interest on the United States Obligations
(plus any cash) in the escrow fund for such municipal obligation are sufficient to meet the

liabilities of the muniéipal obligations; (D) the United States Obligations serving as security for -

| the municipal obligation's are held by a trustee or other escrow agent; (E) the United States

Obligations are not available to satisfy any other claims, including those against the trustee or

| escrow agent; and (F) the municipal obligations are rated (Without regard to any numerical

modifier, plué or minus sign or other modifier), at the time of original deposit to the escrow
fund for the Prior Bonds to be refunded, by any two Rating Agéncies (as defined below) not
lower than the rating then rhaintained by the respective Rating Agency on such United States
Obligations. " | |

| For purposes of this Sectioh, 13, “United States Obligations” shall mean (i) direct and
general obligations of the United States of America, or obligations that are unconditionally
guaranteed as to principal and interest by the United States of America, including without
limitation, the interest component of Resolution Funding Corporation (REFCORP) bonds that
have been stripp}ed by request to the Federal Reserve Bank of New York in book-entry form,
or (ii) any security issued by an agency or instrumentality of the United States of America

which is selected by the Director bf Public Finance and which is rated (without‘r‘egard to any

numerical modifier, plus or minus sigh or other modifier), at the time of initial deposit to the

escrow fund for the Prior Bonds to be refunded, and upon any substitution or subsequent

{| deposit to such escrow fund, by any two Rating Agencies not lower than the rating then

Mayor Lee : o
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maintained by the respective Rating Agency on United States Obligations described in (i) of
this definition. | -

For purposes of this Section 13, “Rating Agencies” shall mean Moody’s Investors
Service, Inc., Fitch Ratings, and Standard and Poor's Ftating Services, a division of The |
McGraw-Hill C,ompaniee, Inc., or any other nationally recognized bond rating agency that is
the succeseor to any of the foregoing rating agencies or that is otherwise established after the
date hereof.

Section 14. Escrow Aqreement for Refunded Prior Bonds. The form ofEscroW

| Agreement (the “Escrow Agreement”), in substantially the form presented to this Board,

copies of which are on file with the Clerk of the Board and by this reference incorporated
herein, is hereby approved. The Controller or the Director of Public Finance is hereby
authorized and directed to execute and deliver an Escrow Agreement(s) for each Series or

multiple Series of Bonds in substantially such form, with such changes, additions,

, amendments or modlflcatlons made in accordance with Section 24 hereof.

A portion of the proceeds of the sale of each Series of Bonds, which is SO specrfled by
the Controller, shall be deposited by the Treasurer to the credit of the Escrow Agreement(s)
for each Series of Bonds to be apphed to the redemptlon of the Prior Bonds to be redeemed
by such Series. Such money so deposited shall constitute the “refundlng fund” wrthln the
meaning of Section 53555 of the California Government Code.

* The Controlier or Director of Public Finance is hereby authorized and directed,

pursuant to the Escrow Agreement applicable to the Prior Bonds being'refunded, to provide .

for the investment of the funds deposited under the Escrow Agreement, which deposits shall
be secured in accordance to the law applicable to the investment of City funds.

“Section 15. Appointment of Verification Agents, Securities Depositories, Paying

Agents and Other Agents. (a) The Director of Public Finance is hereby authorized and

Mayor Lee _ v v
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directed to appoint and cornpensate fronﬁtime to time, one or more verifieation agents as he
or she may deem necessary or desirable to certlfy that the proceeds of a Serles of Bonds are
sufficient to satisfy the requirements of Section 53558 of the Callfornla Government Code with
respect to the Prior Bonds to be redeemed by such Senes of Bonds. Such verification agents
shall serve under such terms and conditions as the Director of Public Finance shall determine.
The- Dlrector of Public Finance may remove or replace vern‘lcatlon agents apponnted pursuant
to this Section at any time.

(b)  The Depository Trust Company (“DTC”) is hereby appomted as secuntles
depository for each Series of Bonds. Each Series of Bonds shall be initially issued only in
book-entry form. Upon initial issuance, the ownersh|p of each Series of Bonds shall be |
registered in the bond registration books in the name of Cede & Co., or such other nominee

as DTC may in writing direct the Treasurer. So long as each Series of Bonds is registered in

| book-entry form, each such Series of Bonds shall be registered in the name of Cede &. Co. or

such other nomlnee as DTC may direct in wrmng The City will not have any responsibility or

obligation to any purchaser of a beneficial ownership interest in any Series of Bonds or to any

Pparticipants in DTC, or to any successor securities depository appointed by the Clty, with

respect to: (i) the accuracy of any records maintained by such securities deposntory or any
participant therein; (i) any notice that is permitted or required to be given to the Registered
Cwner of such .Se.ries of Bonds under this Resolution; (iii) the selection by such securities ,
depository or any participant therein of-any person to receiye payment in the event of a partial
redemption of such Series of Bonds; (iv) the payment by such securities deposifory or any
participant therein of any amount with respect to the principal or redemption premium, if any,
or intefest due with respect to such Series of Bonds; (v) any consent given or other action |

taken by such securities depository as the Registered Owner of such Series of Bonds; or (vi)

any other matter.

Mayor Lee : : o
BOARD OF SUPERVISORS ' ‘ _ Page 21
’ 9/13/2011

nspclproj\kroux\g.o. bonds\refunding r-3 (2011)\go refunding bonds bos reso.doc




PN

B W N

11

13

14
15

16
17
18

19
20
21
22
23
24

25

O © W No o

(c)  The City Treasurer is hereby also authorized to appoint one or more agents, as

he or she may deem necessary or desirable. To the extent permitted by applicable law and

| under the supervision of the City Treasurer, such agents may serve as paying agent, fiscal

agent rebate calculation agent escrow agent or registrar for any Series of Bonds, or may
assist the City Treasurer in performing any or all of such functrons and such other duties as
the City Treasurer shall determine. If the City Treasurer appoints one or more paying agents .
or registrars, the procedures set forth in Section 8 hereof relating to registration of ownership
of each Series of Bonds and payments and redemptlon notices to Registered Owner of each
Series of Bonds may be modified to comply with the policies and procedures of such paylng
agent or registrar. Such agents shall serve under such terms and conditions as the City

Treasurer shall determine. The City Treasurer may remove or replace agents appointed

| pursuant to this Section at any time.

Section 16. Competitive Sale and Award of Bonds. In the event the Director of Public

Finance determines to sell any Series of Bonds by public (competitive) sale, (a) the Director of
Public Flnanoe is hereby authorized and directed (i) to determine a date for such sale, and (ii)
on behalf of the Controller, to receive brds for the purchase of such Series of Bonds, and (b)
the Controiler is hereby authorized and drrected to award such Series of Bonds as provrded in

Section 17 hereof.

Section 17. Official Notices of Sale. The form of pro,posed Official Notice of Sale
inviting public (competitive) bids for the purchase ot a Series of Bonds (the “Official Notice of
Sale”), in substantially the form presented to this Board, copies of which are on file with the
Clerk of the Board and by this reference incorporated herei'n is hereby approved and adopted
as the Offrcral Notrce of Sale inviting bids for the’ purchase of Series of Bonds, with such

changes addrtrons and modrflcatlons as may be made in accordance with Section 24 hereof.
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_In the event of a public sale of any Series of Bonds, bids shall be rece.ived on the date
designated by the Director of Public Finance purSUant to the applicable Official Notice of Sale.
The Director of Public Finance is hereby authorized and directed to cause to be mailed or
otherwise circulated to prosoective bidders for each Series of Bonds copies of‘the applicable
Official Notice of Sale, subject to such corrections, revisions or additions as may be
acceptable to the Director of Public Finahce.

The Controller is hereby authorized to award each Series of Bonds to the bidder whose
bid represents the lowest true interest cost to the City, all in accordance with the procedures
described i in the applicable Official Notrce of Sale, which award shall be set forthina
certificate signed by the Controller setting forth the terms of the applrcable Series of Bonds
and the orrglnal purchaser thereof (each, a “Bond Award”). The Controller shall provide a
copy of each Bond Award as soon as practicable to the Clerk of the Board of Supervisors and
the Director of Public Frnance provrded however, that failure to provide such copies shall not
affect the validity of any Bond Award,

Section 18. Publlcatron of Notice of Intentlon to Sell Bonds. The form of proposed

Notice of Intention to Sell a Series of Bonds (the “Notice of Intention to Sell Bonds”), in

o substantially the form presented to this Board, copies of which are on file with the Clerk of the

Board and by this reference incorporated herein, is hereby appror/ed and adopted as the
Notice of Intention to Sell. The Director of Public Finance is hereby authorrzed and dlrected to

cause the Notice of lntentron to Sell Bonds, subject to such corrections, revisions or additions

l'as may be made in accordance with Section 24 hereof to be publrshed once in The Bond

Buyer at least 10 days before the date: of such publrc sale (or by such other deadline as may
be specrfred by applicable law) and in a newspaper of general circulation within the City..

| Section 19. Negotiated Sale of Bonds; Approval of Purchase Contract: Selection of

Underwriters. In the event the Director of Public Finance determines to sell any Series of
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Bonds by private (negotiated) sale, the Direcfor of Public Finance is hereby authorized and
directed to sell such Series of Bonds by private (negoﬁated) sale pursuant to one or more
purchase contracts (each, a “Purchase Contrarct”) by and between -the City and the
underwriter named there’in. The form of such Purchase Contract as preserrted to this Board, a

copy of which is on file with the Clerk, is hereby approved. The Controller is hereby

authorized to execute the Purchase Contract with such charges, additions and modifications

as the Controller may make or approve in accordance with Section 24 hereof.

Section 20. Official Statements. (a) The form of proposed Preliminary Official

Statement describing the Series 2011-R1 Bonds inciuding all appendices (the “Preliminary
Official Statement”) submitted to the Board, in substantially the form presented to this Board,
copies of which are on file with the Clerk of the Board and by this reference incbrporated
herein, is hereby approved and 'adopted as the Prelivmina'ry Official Statemént for the Series
2011-R1 Bonds, with such additions, corrections and revisions as may be de’rerminéd by the

COntroIlér to be necessary or desirable. The Controller is hereby authorized to deem final the

Al Preliminary Official Statement for purposes of}Securities and Exchange Commission Rule

15c2-12 promulgated under the Securities Exchange Act of 1934, as amended (the “Rule”),
and to sign a certificate to that effect. The [5irector of Public Finance is hereby authorized and
directed to cause to be printed and mailed or electronically distributed to 'prospective bidders
for the Series 2011-R1 Bonds copies of the Preliminary Official Statement deemed final by the -
Controller. The Controller is authorized and directed to approve, execute, and deliver the final
Official Statement with respect to the Series 2011-R1 Bonds, which final Official Statement

shall be in‘the form of the d_eemed final Preliminary Official Statement, with such additions,

|| corrections and revisions as may be determined to be necessary or desirable made in

accordance with Section 24 hereof and as are permitted under the Rule. The Director of

Public Finance is hereby authoriied and directed to cause to be printed and mailed or
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electronically distributed copies of the final Official Statement to all actual rnrtral purchasers of

Ithe Series 2011-R1 Bonds

(b)  The Controller is hereby authorized and directed, in consultation with the City
Attorney, to prepare a Preliminary Official Statement for each Series of Bonds |ssued
subsequent to the Series 2011-R1 Bonds. The Prehmlnary Official Statement and the final
Official Statement for such subsequent Series of Bonds shall be approved in accordance witn
City procedures applicable at tne time such Preliminary Official Statement and final Official
Statement are approved. |

- Section 21. Tax Covenants. (a) General. The City hereby covenants with the

Registered Owners of each Series of the Bonds that, notwithstanding any other provisions of
this Resolution, it shall not take-any action, or fail to take any action, if any such action or
failure to take action would adversely affect the exclusion from gross income of interest on-
such Series of Bonds under Section 103 of the Code, and the regulations of the United States
Department of the Treasury lssued thereunder (the “Regulatlons”) as the same may be
amended from time to trme and any successor provisions of law. Reference to a partlcular
section of the Code shall be deemed to be a reference to any successor to any such section.
The City shall not, directly or indirectly, use or permit the use of proceeds of any Series of
Bonds or any of the property financed or refinanced with proceeds of any Series of Bonds or
any portion thereof, by any person other than a governmental unit (as such term is used in
Section. 141 of the Code), in such manner or to such extent as would result in the loss of
exclusion of interest on any Series of Bonds from gross income for federal income tax
purposes. |

| (b) Use of Proceeds. The City shall not take any action, or fail to take any action, if
any such action or failure to take action would cause any Series of Bonds to be “private

activity bonds” within the meaning of Section 141 of the Code, and in furtherance thereof,
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shall not make any use of the proceeds of any Series of Bonds or any of the property financed
or refinanced with proceeds of any Series of Bonds or any portion thereof, or any other funds
of the City, that would cause any Series of Bonds to be “private activity bonds” within the
meaning of Section 141 of the Code. To that end, so long as any Series of Bonds are unpaid,
the Crty, with respect to such proceeds and property and such other funds, will comply with
applicable requirements of the Code and all regulatlons of the United States Department of
the Treasury |ssued thereunder and under Section 103 of the Internal Revenue Code of 1954,
as amended (the “1954 Code”), to the extent such requirements are, at the tlme appllcable '
and in effect. The City shall establish reasonable procedures necessary to ensure continued
compliance wrth Section 141 of the Code (or, if applicable, the 1954 Code) and the continued
qualification of each vof the Series of Bonds as “governmental bonds.”

(¢) Arbitrage. The City shall not, directly or indirectly, use or permit the use of any
proceeds of any Series of Bonds, or of any property financed or refinanced thereby, or other
funds of the City, or take or omit to take any action, that wouldcause any Series of Bondsto
be “arbitrage bonds” within the meaning'of Section 148 of the Code. To that end, the Ctty
shall comply with all requrrements of Section 148 of the Code and all Regulatrons to the extient
such requirements are, at the time, in effect and applicable to any Series of Bonds.

©(d) Federal Guarantee. Th}e City shaII not make any use of the proceeds of any

Series of Bonds or any other funds of the City, or take or omit to take any other action, that

would cause any Series of Bonds to be “tederally guaranteed” within the meaning of Section
149(b) of the Code. | | o
(e) Information Reporting. The City shall take or cause to be taken all' necessary

action to comply with the informational reporting requirement of Section 149(e) of the Code

|| with respect to each Series of Bonds.

Mayor Lee . : .
BOARD OF SUPERVISORS . ' Page 26
9/13/2011
n:\spelproj\kroux\g.o. bonds\refunding r-3 (2011)\go refunding bonds bos reso.doc




—

© ©W O N o O H~ W N

12

13

14 -

15
16
17

18

19
20
21

22
23
24
25
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|| of any Series of Bonds. . ]

(f) Hedge Bonds. The City shall not make any use of the proceeds of any Series of
Bonds or any other amounts or proberty, regardlese of the source, or take any action or
refrain from taking any action, that would cause any Seriee of Bonds to be considered “hedge
bonds” within the meaning of Section 149(g) of the Code unless the City takes all' necessary
action to assure compliance with the requirements of Section 149(g) of the Code

(9)  Compliance with Tax Certificates. In furtherance of the foregomg fax covenants
of this Section 21, the City covenants that it will comply with the provisions of each tax

certificate to be executed by the City with respect to each Series of Bonds, dated the date of

time in accordance with its terms. This covenant shall survive payment in full or defeasance

Section 22. Continuing Disclosure Certificate. The form of Continuing Disclosure

Certificate (the “Continui}ng Disclosure Certificate”) to be signed by the City to permit the

original purchasers of each Series of Bonds to comply with the Rule, submitted to the Board,
in substantially the form presented to this Board, copies of which a're on file with the Clerk of
the Board and by this reference incorporated herein, is hereby approved aridadopted as the

Continuing Disclosure Certificate, with such additions, corrections and revisions as may be

determined to be~necessary or desirable to be made in accordance with Section 24 hereof,
including, without limitation, the use ef a separate Continuing Disclosure Certificate for each
Series of Bonds. The Controller is hereby authorized and directed to execute the Continuing
Disclosure Certificate on behalf of the Clty and deliver the Continuing Disclosure Cert|f|cate to
the original purchasers of each Series of Bonds. | |

Section 23. Moneys Held in Trust. All amounts held in any fund or account

established hereunder (other than the Costs of Issuance Fund and the Rebate Fund), subject

to the limitations set forth herein, (a) are held in trust for the benefit of the Registered Owners

Mayo‘r Lee » :
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of the Series of Bonds secured thereby as provided herein; (b) are hereby irrevocably pledged
to the payment of the interest and premium, if any, and principal of the Series of Bonds
secured thereby as provided herein; and (c) such amounts shall not be used for any other

purpose while any of the Bonds of such Series remain Outstanding; provided, however, that-

out of such amounts, there may be applied such sums for such ‘purposes as are permitted

hereunder. This pledge shall constitute a first pledge of and charge and lien upon all moneys
on deposit in the funds and accounts established hereunder (other than the Costs of Issuance

Fund and the Rebete Fund) for the payment of the interest on and'principal of the applicable

_ Series of Bonds in acc}ordance with the terms hereof and thereof.

Section 24. Modification to Documents. Any City official authorized by this Resolution

to execute any ddcument is hereby further authorized, in consultation with the City Attorney,
to approve and make such changes addltlons amendments or. modlflcatlons to the document
or documents such official is authorized to execute as may be necessary or adwsable
(provided that such changes, additions, amendments or modifications shall not authorize an
aggregate principal amount of Bonds in excess of $1 ,355,991 ,219 or conflict with‘the
provisions of Section 4 here’of_). The appvl;oval of any change, addition, amendment or
modification to any of the aforementioned documents shall be evidenced conclusively by the
execution and delivery of the document in question. ’

Sectlon 25. Ratlflcatlon All actions heretofore taken by officials, employees and

Il agents of the City with respect to the sale and issuance of any Senes of Bonds are hereby

'approved confirmed and ratified.

Section 26. General Authority. The Clerk of the Board of Supervisors, the Mayor, the

City Treasurer, the Director of Public Finance, the City Attorney and the Controller are each
hereby authorized and directed in the name and on behalf of the City: (a) to take any and all v

actions and steps, and to (b) issue, deliver or enter into any and all certificates, requisitions,

1l Mayor Lee .
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agreements, notices, consents, and other documents, in each case as may be necessary to
give effect to the provisions of this Resolution, including but not limited to letters of

representations to any depository or depositories, which they or_any of them might deem

il necessary or appropriate in order to consummate the lawful issuance, ‘sale and delivery of any

Series of Bonds and the refunding of the Prior Bonds.

' APPROVED AS TO FORM:

DENNIS J. HERRERA
City Attorney

Comnatn Dot Ly
Kenneth David Roux
Deputy City Attorney

Mayor Lee . .
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EXHIBIT A

LIST OF PRIOR BONDS
. . ' . Original

Description of Issue (Date of Authorization or Issuance) Series | Principal Amount
Golden Gate Park Improveménts (6/2/92) 2001A $17,060,000
Seismic Safety Loan Program (11/3/92) 2007A 25,995,228
Steinhart Aquarium Improvement (11/7/95) 2005F 29,245,000
Affordable Housing Bonds (11/5/96) | 2001D 23,000,000
Educational Facilities — Unified School District (6/3/97) 2003B 29,480,000
Zoo Facilities Bonds (6/3/97) ‘ ' 2002A 6,210,000
. 2005H . 7,505,00
Laguna Honda Hospital (11/2/99) 2005A 110,000,000
’ ' : 2005l 69,000,000
Neighborhood Recreation and Park (3/7/00) 2001B 14,060,000
2003A 20,960,000
‘ 2004A 68,800,00
California Academy of Sciences Improvement (3/7/00) 2004B 8,075,000
‘ L 2005E 79,370,000
Clean & Safe Neighborhood Parks (2/5/08) 2008B 42,520,000
' 2010B 24,785,000
2010D 35,645,000
San Francisco General Hospital and Trauma Center 2009A 131,650,000
(11/4/08) ‘ 2010A 120,890,000
, ‘ _ 2010C 173,805,000
Earthquake Safety and Emergency Response Bond (6/8/10) | 2010E 79,520,000
General Obligation Refunding Bonds (issued 4/23/02) 2002-R1 118,945,000
General Obligation Refunding Bonds (issued 6/16/04) 2004-R1 21,930,000
General Obligation Refunding Bonds (issued 10/31/06) 2006-R1 90,690,000
General Obligation Refunding Bonds (issued 12/18/06) 2006-R2 66,565,000
General Obligation Refunding Bonds (issued 5/29/08) 2008-R1 232,075,000
General Obligation Refunding Bonds (issued 5/29/08) 2008-R2 39,320,000
General Obligation Refunding Bonds (issued 7/3/08) 2008-R3 118,130,000

Mayor Lée )
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EXHIBIT B
FORM OF SERIES -R BOND

‘Unless this Series -R Bc})nd‘i‘s‘ presented by an authorized representative of Thé
Depository Trust Company, a New York corporation (“DTC”), to the City for registration of
transfer, exchange, o‘f payment and any Series._____-R Bond issued is registéred in the
name of Cede & Co. or in such other name as is requested by an authorized representative Qf
DTC (énd any payment is made to Cede & Co. or to such other entity as is requested by an
authorized representative of DTC), ANY TRANSFER, P'LEDGE, OR OTHER USE HEREOF
FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the

Registered Owner hereof, Cede & Co., has an interest herein.

Number | UNITED STATES OF AMERICA | Amount
| STATE OF CALIFORNIA $

CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION REFUNDING BONDS

- SERIES -R
Interest Rate Maturity Date  Dated Date CUSIP Number

June 15,

REGISTERED OWNER: ;
PRINCIPAL AMOUNT: $ v ( DOLLARS) |
THE CITY AND COUNTY OF SAN FRANCISCO, State._of California (the “City”),

acknowlédges itself indebted to and promises to pay the registéred owner set forth above or

Mayor Lee v
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12
13

14
15
16
17
18
19
20

21
22

03

24
25

year comprised of twelve 30-day months, payable on _

registered assigns (the “Registered Owner”), on the Maturity Date set forth above the

Principal Amount set forth above in lawful money of the United States of America, and to pay

|l interest thereon in like lawful money'from the interest payment date next preceding the date of

authentication of this Bond (uniess this Bond is authenticated as of the day during the period
from the last day of the month next preceding any Interest Payment Date (the “Record Date”)
to such Interest Payment Date, inclusive, in which event it shall bear interest from such

Interest Payment Date, or unless this Bond is authenticated on or before

—_—

_____inwhich event it shall bear interest from its dated date), untll payment of such Prrncrpal

- Amount, at the Interest Rate per-annum set forth above, calculated on the basis of a 360-day

, and

semiannually thereafter on and ~___ineachyear (eaeh an
“nterest Payment Date”); proVided, however, if any Interest Payment Date occurs on a day
that banks in California or New York are closed for business or the New York Stock Exchange
is closed for business, then such payment shaII be made on the next succeeding day that

banks in both California and New York are open for business and the New York Stock

| Exchange is open for business (a “Business Day”)

The princrpal hereof is payable to the Registered Owner hereof upon the surrender
hereof at the office of the Treasurer of the City (the “City Treasuret”) in San Francisco,
California. The interest hereon is payable to the person whose name appears on the bond
registration books of the City Treasurer as the Registered Owner hereof as of the close of
business on the Record Date immediately preceding an Interest Payment Date, whether or
not such day is a Business Day, such interest to be paid by vcheck mailed on the Interest

Payment Date to such Registered Owner at such Owner's address as it appears on such

registration books; provided, however, that the Regietered Owner of Bonds in an aggregate

principal amount of at least $1,000,000 may submit a written request to the City Treasurer, on

Mayor Lee :
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or before the Record Date preceding any InterestPayment Date, for payment of interest
hereon by wire transfer to a commercial bank located in the United States of America.

This Bond is one of a duIy authorized i lssue of bonds of like tenor (except for such -
variations, if any, as may be required to designate varying numbers, denomlnatlons interest
rates and matuntles), in the aggregate principal amount of $ (the “Series _____ -
R___ Boncts”), and is authorized, issued and sold by the City pursuant to and in strict
conformity with the provisions of the Constitution and laws of the State of California including -
Title 5, Division 2, Part 1, Chapter 3, Article 9 of the Cahfornla Government Code, the Charter
of the City and the Administrative Code of the City. The Board of Supervisors of the City (the .
“Board of Supervisors”) authorize the issuance of this Series of Bonds in Resolution No.

adopted by the Board of Supervisors on , , 2011 and signed by the Mayor on

, 2011 (the “Resolutlon”)

The Series____-R___ Bonds are issuable as fully registered bonds without coupons
in the denominations of $5,000 or any integral multiple thereof, provided tnat no Bond shall
have principal maturing_on more than one principal matuﬁty date. Subject to thelimitations
and conditions and upon payment' of the charges, if any, as provided in the Resolution, the

Series -R___Bonds may be exchanged for a like aggregate pnncrpal amount of Bonds

'of other authorized denominations of the same series, interest rate and maturity.

This Bond is transferable by tne Registered Owner hereof, in person or by attorney

duly authorized in writing, at said office of the City Treasurer, but only in the manner, sUbject

-to the limitations and upon ‘payment of the charges provided in the Resolution, and upon

surrender and cancellation of this Bond Upon such transfer a new Bond or Bonds of
authorized denomlnatlon or denomma’uons for the same series, interest rate and same

aggregate pnncrpal amount WI” be issued to the transferee in exchange herefor.

Mayor Lee .
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The Series -R___Bonds maturmg on or before June 15, 20____ are not subject

to redemption prior o maturity. The Serles -R__ Bonds matunng on or after June 15,
20 are subject to optional redemption prior to their respective maturities, at the option of
the City, from any source of avallable funds, as a wholé or in part on any date (with the
maturities to be redeemed to be determined by the City and by lot within a matunty) on and
after June 15, 20___, at redemption prices equal to % of the prmcnpal amount

redeemed, together with accrued interest to the redemption date, without premium.

[The Series __ -R____ Bonds maturing on June 15, 20__, shall be subject to
redemption prior to their respectlve maturity dates, in part, by lot, from mandatory sinking fund
payments, on each June 15, as shown in the table below, ata redemption price equal to the
principal amount thereof plus accrued interest thereon to the redemption date, without

premium.

Mandatory Sinking

Fund Redemption Date | ' Mandatory Sinking
(June 15) ' , Fund Payment

20
20

20

20_°

* Maturity]

Mayor Lee .
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Notice of redemption shall be given by mail not less than twenty (20) days prior to the

|| redemption date to the Registered Owher thereof, but neither failure to receive any such

notice or any defect in the notice so mailed shall affect the sufficiency of the proceedings for

|l redemption.

Alny notice of optional redémption may provide that such redemption is conditional
upon occurrence of a specified event, as provided in the Resolution. In the event that such
conditional nbtice of optional redemption has been given, and on the schedul_ed Redemption
Date such condition has not been satisfied, the Series ;-R_ Bonds for which notice of
conditional optional redemption was given shall not be redeemed and shall remain
Outs’tandin'g for all purposes of the Resolution and the redemption not occurring shall not
constitute an event of default under the Resolution. | |

o The C_ity may also rescind any optional redemption and notice thereof for any reason
on any date .priqr to any Rédemption Date by causing written notice of the rescission to be
given to the Registered éwner of all Series %—R_ Bonds so called for redemption. _ |
thice of such rescission of redemption shall be givenin the same manner notice of

redemption was originally given. The actual receipt by the Registered Owner of any Series

-R___ Bond of notice of such rescission shall not be a condition precedent to
rescission, and failure to receive such notice or any defect in such notice so mailed shall not
affect the validity of the rescission.
If this Series — -R:_ Bondis called for rederﬁptidn and payment is duly prbvided
therefore, 'interést shall cease to accrue hereon from and after the date fixed for redemption.
The City and the City Treasurer may treat the Registered Owner of this Bond as the
absolute owner hereof for all purposé_s, and the City and the City Treasurer shall not be

affected by any notice to the contrary.

Mayor Lee N ,
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-t R____ Bond; this Series

Francisco has caused this Series

The City Treasurer may appoint agents to serve as bond registrar or paying agent, as
provided in the Resolution. :
" The Board of S.upérvisors hereby cgrtifies and declares that: the total amount of |
indebtedness of said City, including the amount of this Series ___ -R____ Bond, is within the
limit provided by IaW; all acts, conditions and things required by the law to be done or

performed precedent to and in the issuance of this Series ~R Bond have been done

and performed in strict conformity with the laWs authorizing the issuance of this Series -

-R____Bond is in the form prescribed by order of the Board of

Supervisors duly made and entered on its minutes;. and the money for the payment of

principal of this Series ____-R___Bond, and the payment of interest thereon, shall be raised

by taxation upon the taxable property of said City, as provided in the Resolution.

This.Series ____-R_Bond shall not be entitled to any benefit under the Resolution,
or become valid or obligatory for any purpose, until the Certificate of Authentication and
Registration hereon endorsed shall have been signed by the City Treasurer.

IN WITNESS WHEREOF the Board of SUpervisors of the City and County of San

-R___Bond to be executed by the Mayor of the City

and County of San Francisco, and to be countersigned by the Clerk of said Board, all as of

, 20__

Mayor of the City and
County of San Francisco

Countersigned:

Clerk of the Board of Supervisors

Mayor Lee '
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CERTIFICATE OF REGISTRATION AND AUTHENTICAT]ON
This is one of the Series -R, Bonds described in the within-mentioned

Resolution, which has been authenticated on the date set forth below.

Date of Authentication: , 20
TREASURER OF THE CITY AND
'COUNTY OF SAN FRANCISCO
By:
Mayor Lee
BOARD OF SUPERVISORS Page 37
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| LEGAL OPINION OF BOND COUNSEL -
The following is a true copy of the text of the éeparate opinions rendered to the City by

, and by ~_, Co-Bond Counsel to the

City, in connection with the original issuance of the Series _____-R___ Bonds. These.

.| opinions are dated as'of and premised on the transcript of proceedings examined and the law

in effect on the date. of such original delivery of such Bonds. Signed copies are on file in the
office of the Treasurer.

TREASURER OF THE CITY AND COUNTY OF SAN FRANCISCO

[Spécimen Signature]

[OPINION OF CO-BOND COUNSEL TO BE INSERTED HERE]

Mayor Lee ,
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ASSIGNMENT

For value received the undersigned do(es) hereby sell, assign and transfer unto

_ appoint(s)

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

the within-mentioned registered Bond and hereby irrevocably constitute(s) and

attorney, to transfer the same _oh’ the books of the City

Treasurer with full power of substitution in the premises.

dated:

NOTE: .The signature to this assignment must correspond with
the name as written on the face of the within Bond in every
particular, without enlargement or any change whatsoever.

Signature Guaranty: -

NOTE: Signature must be approved by a qualified guarantor.

SANFRANCISCO0/409953.3

Mayor Lee :
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BUDGET AND FINANCE COMMITTEE .viEETING OCTOBER 5, 2011

Item 3 . Department:
Files 11-1010 Controller’s Office of Public Finance

Legislative Objectives

e The proposed resolution authorizes the issuance “from time to time” of not to exceed $1,355,991,219 of
General Obligation (GO) Refunding Bonds and the specific parameters of the GO Refunding Bonds
issuance(s), including (a) approving the form and terms, (b) authorizing the execution, authentication and
registration, (c¢) approving the form and authorizing the execution and delivery of escrow agreements, (d)
approving and directing the tax levy for repayment, (¢) approving procedures for competitive or
negotiated sales including approving forms of Official Notice of Sale and Notice of Intention to Sell, ()
authorizing the selection of underwriters and the execution and delivery of Bond purchase agreements,
(g) approving the form and authorizing the execution and delivery of continuing disclosure certificates,
and (h) authorizing the costs of issuance. |

Key Points

e The proposed resolution authorizes the Director of Public Finance to determine (a) which prior GO
Bonds would be refunded and (b) the sale dates, interest rates, maturity dates, redemption dates and the
terms for such redemptions, such that the principal amounts do not exceed $1,355,991,219.

o The proposed resolution would also approve the form and authorize the distribution of the Preliminary

" Official Statement and authorize the execution, delivery and distribution of the Official Statement for the
initial series of approximately $411,480,000 in GO Reﬁmdmg Bonds to be issued on or around
November 2011.

Fiscal Impact
e The proposed $411,480,000 initial series GO Refunding Bonds issuance will have an estimated annual
interest rate of 2.57 percent, through FY 2030-31 for a total debt service cost over 19 years of
$482,483,000 including (a) estimated total interest costs of $71, 350 ,000 and (b) estimated total principal
costs of $411,480,000.

o The City’s proposed 2011 $411,480,000 initial series GO Refunding Bond issuance would result in an
estimated gross total savings to the City of approximately $42,408,630. On a net present value basis, the |
estimated total savings would be approximately $36,345,197 or 9.4 percent of the $387,535,000 in
outstanding GO Bonds as of September 12, 2011.

Policy Considerations

e The Budget and Legislative Analyst notes that the proposed resolution authorizing up to $1,355,991,219
in GO Refunding Bonds from time to time at the discretion of the Controller’s Office of Public Finance
does not include a time limit, although the prior authorization included a five-year limitation. It is the
Budget and Legislative Analyst’s professional judgment that the proposed resolution should not provide
open-ended authority for the Office of Public Finance to reissue GO Bonds, without any further review
by the Board of Supervisors given the expectation that market condltlons and the City’s financial
c1rcumstances may change significantly over time. :

Recommendations

o Amend the proposed resolution to limit the authorization issuance “from time to time” of not to exceed
- $1,355,991,219 of G.O Refunding Bonds to five years.

e Approve the proposed fesolution, as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE IEETING : OCTOBER 5,2011

MANDATE STATEMENT / BACKGROUND

Mandate Statement

Section 9.106 of the City’s Charter provides that the Board of Supervisors is authorized to
approve the issuance and sale of any General Obligation Refunding Bonds in accordance with
State law or local procedures adopted by ordinance without voter approval if the Refunding
Bonds result in net debt service savings to the City and County on a present value basis.

Background

San Francisco’s General Obligation (GO) Bonds are secured by a pledge to levy Property Taxes
in an amount necessary to fully pay the debt service. According to the Controller’s Office of
Public Finance document, “Debt Policy of the City and County of San Francisco”, the City
generally issues GO Bonds to finance the acquisition, improvement, and/or construction of real
property, including libraries, hospitals, parks, public safety facilities, cultural facilities, and
educational facilities.

GO Refunding Bonds are issued to achieve debt service savings for the City by redeeming
previously issued higher interest rate GO Bonds with new lower interest rate GO Refunding
Bonds. According to the City’s Debt Policy, GO Refunding Bond issuances must produce
minimum net debt service savings of at least three percent, when compared to the debt service
costs of the original GO Bonds. ' o

Section 9.106 of the City Charter Imposes a Debt Limit on GO Bonds:

Section 9.106 of the City Charter limits the amount of GO Bonds the City can have outstanding
at any given time to three percent of the total assessed value of property in the City. According to
Ms. Nadia Sesay, Director of the Controller’s Office of Public Finance, as of September 12,
2011, the City had a total of $1,355,991,219 in GO Bonds outstanding (See Attachment), or
approximately .85 percent of the $158,649,887,998 total assessed property value in the City.
According to Mr. Anthony Ababon, Bond Associate for the Controller’s Office of Public
Finance, as shown in the Attachment, $1,164,889,772 of GO Bonds remains authorized, but
unissued. If all $1,164,889,772 in authorized but unissued GO Bonds were issued, the total GO
Bonds outstanding would be $2,520,880,991 or 1.59 percent of the total net assessed value of
property in the City. Mr. Ababon advises that the authorized but unissued GO Bonds will be
issued as needed to fund the various projects authorized by the San Francisco voters, including
the San Francisco General Hospital Rebuild, Earthquake Safety and Emergency Response, and
Clean and Safe Neighborhood Parks, depending on the specific funding and timing needs of each
project. » , '

The Board of Supervisors Préviously Approved GO Refunding Bonds to Be
Issued at the Discretion of the Office of Public Finance

On May 11, 2004, the Board of Supervisors approved a resolution authorizing the issuance “from
time to time” of not-to-exceed $800,000,000 in GO Refunding Bonds (Resolution No. 0272-04).
This previously approved resolution provided the discretion to the Office of Public Finance to
issue up to $800,000,000 of GO Refunding Bonds for five years, or through June 30, 2009, but

SAN FRANCISCO BOARD OF SUPERVISORS ; BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEEL .v{EETING ‘ - OCTOBER 5, 2011

retained the Board of Supervisors’ authority to approve the Preliminary Official Statements and
Official Statements for each GO Refunding Bond issuance during that five-year period.
According to Mr. Ababon, while the City’s total outstanding GO Bond debt was $910,865,000 at
the time the May 11, 2004 resolution was approved, the $800,000,000 not-to-exceed amount was
determined to be sufficient to refund all of the $910,865,000 in total outstanding GO Bond debt
before June 30, 2009 and was therefore chosen as the not-to-exceed amount for this
“authorization. According to Mr. Ababon, the City subsequently issued GO Refunding Bonds in
the total principal amount of $568,710,000 resulting in total net present value debt service
savings of approximately $41 293,098.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution authorizes the issuance “from time to time” of not-to-exceed
$1,355,991,219 of G.O Refunding Bonds and the specific parameters for those GO Refunding
Bonds issuance(s), including (a) approving the form and terms, (b) authorizing the execution,
authentication and registration, (c) approving the form and authorizing the execution and
delivery of escrow agreements, (d) approving and directing the Property Tax levy for
' repayments, (e) approving procedures for competitive or negotiated sales including approving
forms of Official Notice of Sale and Notice of Intention to Sell, (f) authorizing the selection of
underwriters and the execution and delivery of Bond purchase agreements, (g) approving the
form and authorizing the execution and delivery of continuing disclosure certificates, and (h)
authorizing the costs of issuance. Under the proposed resolution, the Board of Supervisors
would still retain the authority to approve the Preliminary Official Statements and Official
Statements for each issuance authorized under the proposed resolution. '

The proposed resolution also authorizes the Director of Public Finance to determine (a) which
series (or maturities within any series) of prior GO Bonds would be refunded, and (b) the sale .
dates, interest rates, maturity dates, redemption dates and the terms of any redemption of GO
Bonds for a principal amount not-to-exceed $1,355,991,219.

In addition, the proposed resolution authorizes the specific initial issuance (initial series) of
$411,480,000 in GO Refunding Bonds, including authorizing the distribution of the Preliminary
Official Statement and the execution, delivery and distribution of the Official Statement.

. The proposed resolution imposes the following terms and conditions on the sale of future GO
Refunding Bonds:

a) Total present value of the aggregated debt service to maturity on each GO Refunding
Bond shall not exceed the total present value of the aggregated debt service to maturity
on the prior GO Bonds to be refunded;

! According to Ms. Sesay, the Office of Public Finance would _submit a proposed resolution to the Budget and
Finance Committee to approve the Preliminary Official Statement and will also draft a summarizing memo. The
Budget and Finance Committe would approve the Preliminary Official Statement and the Official Statement of each
issuance based on the information provided in a summarizing memo which will confirm in detail that all essential
criteria of issuance have been met for that issuance. Once the Budget and Finance Committee has approved the
Preliminary Official Statement and Official Statement approval will be subject to the full Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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b) GO Refunding Bonds must achieve a minimum three percent net present value savings,
including costs of issuance; ' :

c¢) True interest cost of the GO Refunding Bonds must not exceed 12 percent;

d) GO Refunding Bonds must not have a final maturity date later than the maturity date of
the GO Bonds to be refunded; L

e) Cost of issuance must not exceed two percent and the underwriter’s discount? must not '
- exceed one percent of the principal amount of the GO Refunding Bonds.

' The proposed resolution authorizes the Preliminary Official Statement and
authorizes the execution, delivery, and distribution of the Official Statement for
' ' the initial series of $411,480,000 in GO Refunding Bonds.
The proposed resolution would approve the form and authorize the distribution of the
Preliminary Official Statement and authorize the execution, delivery and distribution of the
Official Statement for an initial issuance of an estimated initial series $411,480,000 in GO
" Refunding Bonds. According to Ms. Sesay, this estimated initial series $411,480,000 in GO
Refunding Bonds would be issued around November, 2011 to refund (a) $384,020,000 in
outstanding tax-exempt GO Bonds and (b) $3,515,000 in outstanding taxable GO Bonds
However, Ms.. Sesay notes that the actual amount of this initial issuance of GO Refunding
Bonds may be revised based on market conditions up to the day of the sale.

Based on an anticipated November, 2011 GO Refunding Bond issuance and redemption of the
existing GO Bonds on December 2, 2011 and June 15, 2012, as shown in Table 2 below, the
estimated cost of refunding the previously issued $387,535,000 in GO Bonds is $409,092,370,
which is $21,557,370 or 5.56 percent more than the current $387,535,000 in outstanding
principal on the previously issued GO Bonds As shown in Table 1 below, this additional
$21,557,370 is due to (a) $14,732,970 of interest expenses accruing on the existing GO Bonds
from the last interest payment on June 15, 2011 until redemption of those GO Bonds on either
December 2, 2011 or June 15,2012, and (b) $6,824,400 additional cost to redeem the GO Bonds
being refunded at 100 to 102 percent of their existing principal.

2 The underwriter’s discount is the difference between the purchase price paid to the issuer for a new issue and the
sum of the prices at which the bonds are initially offered to the investing public by the underwriter.
SAN FRANCISCO BOARD OF SUPERVISORS ] ‘ ) BUDGET AND LEGISLATIVE ANALYST
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» Table 1: Estimated Cost of Redeeming $387,535,000 in Previously Issued GO Bonds

Redemption
. Interest Expense | Percentage Premium in
Principal Amount | Redemption from June 15, of Principal Dollars Over Total Cost of
Remaining on Dates 2011 to Required to Principal Redeeming
GO Bonds to Be - Redemption Redeem  Amount Bond Series
Refunded Dates Tax-Exempt Required to
and Taxable Redeem Tax-
Bonds Exempt and
Taxable Bonds
‘ Taxable Bonds
Total Taxable
Bonds $3,515,000 | 12/2/2011 $110,063 100% 0 $3,625,063
Tax-Exempt Bonds
$18,610,000 12/2/2011 $335,682 100.5 $93,050 $19,038,732
57,685,000 | 12/2/2011 1,054,043 101 576,850 59,315,893
56,995,000 | 12/2/2011 1,169,838 102, 1,139,900 59,304,738
250,730,000 6/15/2012 12,063,344 102 5,014,600 267,807,044
Total Tax- -
Exempt Bonds $384,020,000 $14,622,907 56,824,400 $405,467,307
Total ‘ .
Estimated Cost
to Redeem
Previously
Issued GO N »
Bonds $387,535,000 $14,732,970 $6,824,400% | 5409,092,370

¥$14,732,970 plus $6,824,400 equals $21,557,370

As shown in Table 1 above, because $250,730,000 of the existing GO Bonds cannot be
. redeemed until June 15, 2012, Mr. Ababon estimates that approximately $98,178 in interest will

be earned from the new GO Refunding
15, 2012 redemption date. Therefore, a
being needed to redeem the bond
earnings, such that $408,994,192

September 12, 2011.

Bond issuance from November, 2011 through the June .
s shown in Table 2 below, rather than $409,092,370
s, costs would be reduced by $98,178 from additional interest
is estimated to be required to refund the subject bonds as of

; " Table 2: Estimated Net Cost of Redeeming Previously Issued GO Bonds

Total Estimated Cost of Redeeming $387,535,000 in ' ‘

GO Bonds _ $409,092,370
Interest Earned on $141,283,268 Deposited in Escrow :
from November, 2011 through December 2, 2011 1,158*
Interest Earned on $6,031,601 Deposited in Escrow

from November, 2011 through December 15, 2011 70*
Interest Earned on $261,679,322 Deposited in Escrow

from November, 2011 through June 15, 2012 96,950*
Estimated Net Cost to Redeem Previously issued GO :

Bonds $408,994,192

*$1,158 plus $70 plus $96,950 equals $98,178

!
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As summarized in Table 3 below, the total refunding cost from the initial series GO Refunding
Bond issuance is estimated to be $411,480,000, including (a) $408,994,192 to redeem the
outstanding $387,535,000 from the previously issued $384,020,000 in tax-exempt GO Bonds
and $3,515,000 in taxable GO Bonds, plus (b) $2,485,808 in financing costs.

Table 3: Uses of GO Refunding Bonds Proceeds

Net Cost to Redeem Previously issued GO
Bonds (see Table 1 above)

$408,994,192

Finéncing Costs

Underwriter’s Discount - - 2,057,400
Cost of Issuance | 428,408
' Subtotal ‘ - $2,485,808
Total Refunding Costs - $411,480,000

FISCAL IMPACTS

Proposed issuance of not-to-exceed $1 355,991,219 of GO Refundmg Bonds is

Equal to the Amount of GO Bond Debt Held by the City
Accordmg to Mr. Ababon, the Office of Public Finance is requesting authorization to issue not-
to-exceed $1,355,991,219 in GO Refunding Bonds “from time to time” in order to access
favorable market opportunities in the future and achieve maximum savings for the City without
having to delay such an issuance which may result from requiring Board of Supervisors
approval and risk losing any portion of the possible savings which could be achieved given the
current state of the market. As previously discussed, the City has a current total of
$1,355,991,219 in GO Bonds outstanding (see Attachment), or approximately .85 percent of the
- $158,649,887,998 total assessed property value in the City.

Anticipated Annual Debt Service and Total Costs of the $411,480,000 GO
' Refunding Bond Issuance

Ms. Sesay anticipates that the proposed initial series $411,480,000 in GO Refunding Bonds
issuance will have an estimated annual interest rate of 2.57 percent over 19 years, or through FY
2030-31 for a total debt service cost of approximately $482,483,000 including (a) estimated total
interest costs of $71,350,000 and (b) estimated total principal costs of $411,480,000. The current
interest rate on the GO Bonds proposed to be refunded is 4.65 percent, such that the proposed
refunding will result in a savings of approximately 2.08 percent. The average annual debt service -
payment over the 19-year period would be approximately $25,393,842.

The issuance of the initial series $411,480,000 in GO Refunding Bonds will result in an increase
in the ratio of debt versus total assessed value of property by 0.01 percent, from .85 percent to
.86 percent resulting in the City holding 0.86 percent of the assessed value of property in debt.
This is within the previously discussed three percent legal debt limit.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Given that the purpose of the proposed refunding is to achieve annual debt service savings, as
shown in Table 5 below, Ms. Sesay estimates that the City’s proposed 2011 initial series
$411,480,000 in GO Refunding Bonds would result in an estimated gross total savings to the
City of approximately $42,408,630. On a net present value basis, the estimated total savings
would be approximately $36,345,197 or 9.4 percent of the $387,535,000 outstanding GO Bonds
as of September 12, 2011.

Table 5: Estimated Debt Service Savings of 2011 GO Refunding Bonds Issuance
Current Debt Service on Estimated Debt Service if
Fiscal Year GO Bonds to be Refunded | Proposed GO Refunding Gross Estimated Savings
' Bonds are Issued :
FY 2011-12 $53,574,478 $49,877,890 $3,696,588
FY 2012-13 53,485,150 49,803,928 3,681,222
FY 2013-14 44,722,675 41,522,319 3,200,356
FY 2014-15 39,384,553 36,157,841 3,226,712
FY 2015-16 39,328,588 36,105,489 3,223,099
FY 2016-17 39,284,758 36,044,914 3,239,844
FY 2017-18 39,230,805 35,995,475 3,235,330
FY 2018-19 39,191,355 35,948,995 3,242,360
_FY 2019-20 39,196,218 - 35,970,674 3,225,544
FY 2020-21 35,912,546 32,683,676 3,228,870
FY 2021-22 28,280,728 25,966,318 2,314,410
FY 2022-23 26,151,488 24,019,966 2,131,522
FY 2023-24 22,492,156 20,635,616 1,856,540
FY 2024-25 16,623,225 15,288,388 1,334,837
FY 2025-26 4,897,263 4,580,858 316,405
FY 2026-27 4,898,000 4,586,570 311,430
FY 2027-28 4,896,500 4,583,003 1 313,497
FY 2028-29 4,895,000 4,580,260 314,740
FY 2029-30 4,893,000 | 4,577,676 315,324
Total $541,338,486 $498,929,856 $42,408,630

There are no Additional Issuances Beyond the $411,480,000 Issuance Anticipated
at This Time

If the proposed resolution is approved and the anticipated initial series $411,480,000 in GO
Refunding Bonds are issued, refunding of the remaining $944,511,219 ($1,355,991,219
authorization less $411,480,000 initial series refunding in November 201 1) would not be subject
to separate Board of Supervisors approval. However, the Budget and Legislative Analyst notes
that, according to Mr. Ababon, there are no additional GO Refunding Bond issuances
anticipated as of September 12, 2011, other than the above-noted initial series $411,480,000 in
GO Refunding Bonds to be issued on or around November of 2011.°

POLICY CONSIDERATIONS

The Budget and Legislative Analyst notes that the proposed resolution authorizing up to
$1,355,991,219 in GO Refunding Bonds from time to time at the discretion of the Controller’s
Office of Public Finance does not include a time limit. A May 11, 2004 resolution, previously
approved by the Board of Supervisors, which authorized up to $800,000,000 in GO Refunding
Bonds at the discretion of the Controller’s Office of Public Finance, provided such refunding
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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authorization for a five-year specified time period, in contrast to authorization requested under
the proposed resolution wherein there would be no time limit. It is the Budget and Legislative
Analyst’s professional judgment that the proposed resolution should not provide open-ended
authority for the Office of Public Finance to issue GO Bonds, without any further review by the
Board of Supervisors, given the expectation that market conditions and the City’s financial
circumstances may change significantly over time. Ms. Sesay advises that, if a five-year time
limit is included, that the Office of Public Finance will likely not be able to refund all
$1,355,991,219 in GO Bonds within that period of time. The Budget and Legislative Analyst
notes that the proposed resolution contains a not-to-exceed amount only and does not mandate
that the entire $1,355,991,219 in GO Bonds be refunded. ‘

In the professional judgment of the Budget and Legislative Analyst, five years is a reasonable
timeframe to allow the Controller’s Office of Public Finance sufficient flexibility and time to
issue a significant portion of the $1,355,991,219 in proposed GO Refunding Bonds, dependent
on market conditions whiile retaining the Board of Supervisors long-term oversight authority
over debt issuances into the future as circumstances change. If it is favorable to the City for
subsequent GO Refunding Bonds to be issued after that five-year time period, the Office of
Public Finance should request Board of Supervisors approval for the proposed issuance at that
time. -

RECOMMENDATIONS

1. Amend ﬁle proposed resolution to limit the authofiééﬁon issuance “from time to time” of not
 to exceed $1,355,991,219 of GO Refunding Boi;ds to five years.

Yo

2. Approve the proposed resolution, as amended.
L D) '/., / TRl

Harvey M. Rose |

cc: Supervisor Chu
 Supervisor Mirkarimi
_ Supervisor Kim
President Chiu
Supervisor Avalos-
Supervisor Campos
Supervisor Cohen
Supervisor Elsbernd
Supervisor Farrell
Supervisor Mat
Supervisor Wiener
Cletk of the Board
~ Cheryl Adams
Controller
Rick Wilson
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CITY AND COUNTY OF SAN FRMI@&; ygz
OFFICE OF THE CONTROLLER =~ YANFg lgifs OR S Ben Rosenfield
J6H I SEP /9 Controller

PH :
L " 38 Monique Zmuda
N\M«__P?puty Controller

S,

Nadia Sesay
Director
Office of Public Finance
MEMORANDUM
TO: ~ Honorable Members, Board of Supervisors

FROM: Nadia Sesay, Director of Public Finance

SUBJECT: Resolution Providing for the Issuance of City and County of San Francisco
General Obligation Refunding Bonds

DATE: September 12,2011

Background .
The proposed Resolution authorizes the issuance of not to exceed $1,355,991,219 in City and

County of San Francisco General Obligation Refunding Bonds, Series 2011-R1 (the "Refunding
Bonds") from time to time. The Resolution also authorizes and directs the Director of Public
Finance to determine which series of outstanding general obligation bonds would be refunded
from proceeds of Refunding Bonds and to provide for the sale of any series of Refunding Bonds
using the approved forms of such documents, subject to certain terms and conditions. The
Resolution imposes, among others, the following terms and conditions:

o 1) the refunding bonds must achieve 3% net present value savings;
i) the true interest cost of the refunding bonds must not exceed 12%;
iii)  the refunding bonds must not have a final maturity date later than the maturity
: date of the bonds to be refunded; o

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

V) any credit enhancement purchased in connectlon with refunding bonds must result
in present value savings.

The Refunding Bonds will be the first series of bonds to be issuedrpursuant to the proposed
Resolution. The remaining authorization will be issued subject to market conditions and the
Board’s approval of preliminary and final official statements for subsequent refunding bonds.

1 DR. CARLTON B. GOODLETT PLACE, ROOM 336 SAN FRANCISCO, CALIFORNIA 94102
(415) 554-5958
RECYCLED PAPER



Current Plan of Finance

As of September 12, 2011, the City could issue $411.48 million in tax-exempt Refunding Bonds
to refund $384.02 million of outstanding tax-exempt general obligation bonds and $3.52 million
of outstanding taxable general obligation bonds. The Refunding Bonds are estimated to result in
gross savings to property taxpayers of about $42.41 million. On a net present value basis, OPF
estimates the debt service savings to be approximately $36.37 million or 9.39% of the par
amount of the bonds to be refunded. OPF will continue to monitor market conditions and may
revise the par amount of the refunding up to the day before the sale. We anticipate the
transaction to close and settle in November 2011. Table 1 outlines anticipated sources and uses
for the Refunding Bonds. ‘

Table 1: Anticipated Sources and Uses from the Refunding Bonds.

Sources . :
‘Par Amount : $ 411,480,000
Total Sources ‘ : $ .411,480,000
Uses )
Refunding Escrow , » $ 408,994,192
Delivery Date Expenses , | 2,485,808
Other Underwriter's Dlscount 2,057,400
Other Cost of Issuance 428,408 ‘
Total Uses ‘ $ 411,480,000

In addition to funding the escrow, proceeds of the bonds would be used to pay costs of issuanée
of the bonds, underwriter’s discount and bond insurance, if any. Bond insurance will be
purchased at the option of the bidder based on the bidder’s calculations as fo. what is most.

economic (ie. the cost of the bond insurance is offset by the lower interest rates for insured
bonds). .

Based upon a conservative estimate of 2.57% true interest cost as defined in the proposed
Resolution, OPF estimates that average fiscal year debt service on the Refunding Bonds is
approximately $25.41 million. The anticipated total par value of $411.48 million is estimated to
* result in approximately $71.35 million in interest payments over the life of the Refunding Bonds.
The total principal and interest payment over the approximate 19 year life of the Refunding
Bonds is approximately $482.83 million.

Official Sz‘atement

" The Official Statement provides information for prospective bidders and investors in connection
with the public offering by the City of its Refunding Bonds. The Official Statement describes the
Refunding Bonds, including sources and uses of funds; security for the Refunding Bonds; risk
factors; and tax and other legal matters, among other information. The Official Statement also
includes the City’s Appendix A, the most recent Comprehensive Annual Financial Report of the
City, the City’s Investment Policy, and other forms of legal documents for the benefit of
investors, holders and owners of the Refunding Bonds. :

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

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

Federal securities laws impose on the City the obligation to ensure that its offering documents
are accurate and complete in all material respects. This obligation applies to the individual
members of the governing bodies approving the disclosure documents as well as City staff
charged with preparing the documents. The Official Statement is attached for your approval prior
to its publication.

Method of Sale and Purchase Contract

The proposed Resolution delegates to the Director of Public Finarice the authority to sell the
Bonds by either a competitive or negotiated sale, subject to the Director of Public Finance’s
determination that a negotiated sale will result in the lowest borrowing cost to the City.

In April 2009, the City established through a competitive process a pool of qualified firms to
provide underwriter and other investment banking services from which the City may select
underwriters in connection with the City’s issuance of various short- and long-term obligations.
The Resolution authorizes the sale of the Bonds by negotiated sale pursuant to a Purchase
Contract, if a negotiated sale is expected to provide the lower cost of borrowing as compared to a
competitive sale method. If a negotiated sale method is pursued, one or more firms from the pool

will be selected to serve as underwriter(s) for the Bonds. '

Financing Timeline
Schedule milestones in connection with the financing may be summarized as follows:

Milestone ' Date*
Introduction of authorizing resolution to the Board of Supervisors September 13, 2011
‘Consideration by the Board of Supervisors Budget & Finance Committee September 2011,
Issuance and delivery of Refunding Bonds November 2011

*Please note that dates are estimated unless otherwise noted.

Debt Limit ‘

The City Charter imposes a limit on the amount of general obligation bonds the City can have
outstanding at any given time. That limit is 3.00% of the assessed value of property in the City.
As of September 12, 2011, general obligation bonds totaling $1,355,991,219 remain outstanding
or approximately 0.85% of the net assessed value of property in the City. If all of the City’s
authorized and unissued bonds were issued, the total debt burden would be 1.59% of the net
assessed value of property in the City. If the Board of Supervisors approves the issuance of the
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Refunding Bonds, the debt ratio would increase by 0.01% to 0.86% — within the 3.00% legal
debt limit. »

Additional Information : ‘

The proposed Resolution will be introduced at the Board of Supervisors meeting on Tuesday,
September - 13, 2011. The related forms of financing documents—including the Escrow
Agreement, Notice of Intention to Sell, Official Notice of Sale, Purchase Contract, Official
Statement, Appendix A and Continuing D1sclosure Certificate and related documcnts—wﬂl also
be submitted.

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

Official Notice of Sale and Notice of Intention to Sell

The Notice of Intention to Sell provides legal notice to prospective bidders of the City’s intention
~ to sell City and County of San Francisco General Obligation Refunding Bonds. Such Notice of
Intention to Sell will be published once in “The Bond Buyer” or another financial publication
generally circulated throughout the State of California.

The Official Notice of Sale for the Refunding Bonds announces the date and time of the
competitive bond sale, including the terms relating to the bonds; the terms of sale, form of bids,
and delivery of bids; and closing procedures and documents. Exhibit A-1 to the Official Notice
of Sale is the form of the official bid for the purchase of the Refunding Bonds. Pursuant to the.
proposed Resolution, the Controller is authorized to award the Refunding Bonds to the bidder
whose bid represents the lowest true interest cost to the City in accordance with the procedures
- described in the Official Notice of Sale.

AppendzxA

The City prepares the Append1x A: “City and County of San Franmsco—Orgamzann and
Finances” (the “Appendix A”) for inclusion in the Official Statement. The Appendix A describes
the City’s government and organization, the budget, property taxation, other City tax revenues
and other revenue sources, general fund programs and expenditures, employment costs and post-
retirement obligations, investment of City funds, capital financing and bonds, major economic
development projects, constitutional and statutory limitations on taxes and expendltures and
litigation and rlsk management.

Continuing Disclosure Certificate

The City covenants to provide certain financial information and operatmg data relating to the
City (the “Annual Report™) not later than 270 days after the end of the fiscal year and to provide
notices of the occurrence of certain enumerated events, if material. The Continuing Disclosure
Certificate describes the nature of the information to be contained in the Annual Report or the
notices of material events. These covenants have been made in order to assist initial purchasers
- of the Refunding Bonds in complymg with the Securities and Exchange Commission Rule 15¢2-
12(b)(5)-
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Your consideration of this matter is greatly appreciated. Please contacf me at 554-5956 if you
have any questions. ' : : :

Cc (via email): Angela Calvillo, Clerk of the Board
Jason Elliott, Mayor’s Office
Harvey Rose, Budget Analyst
Ben Rosenfield, Controller
Rick Wilson, Mayor’s Budget Director
Kenneth Roux, Deputy City Attorney
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OFFICE OF THE MAYOR

EDWIN M. LEE
SAN FRANCISCO

MAYOR , .

“E, [t} R
2 [

’ £ g
TO: Angela Calvillo, Clerk of the Board of Supervisors S %j i
FROM: foWMayor Edwin M. Lei?/c A
. 3
RE: General Obligation Refunding Bonds S

;
‘ . | =3
DATE: .- September 13, 2011 - } £
| :

* Attached for introduction to the Board of Supervisors is the resolution Authorizing the
tssuance From Time to Time, in One or More Series, of Not fo Exceed $1,355,991,219
Aggregate Principal Amount of the City and County of San Francisco General ‘
Obligation Refunding Bonds, Including the Initial Series or Series of Such Bond To Be
Designated as “City and County of San Francisco General Obligation Refunding Bonds,
Series 2011-R1”, to Refund Certain Outstanding General Obligation Bonds; Approving
the Form and Terms of Said Bonds; Authorizing the Execution, Authentication and
Registration of Said Bonds; Providing for the Appointment of Depositories, Verification
Agents and Other Agents for Said Bonds; Approving the Form and Authorizing the -
Execution and Delivery of Escrow Agreements Relating To the Refunded Bonds;
Approving and Directing the Tax Levy For Repayment of said Bonds; Approving

"Procedures For Competitive or Negotiated Sales Including Approving Forms of Official
Notice of Sale and Notice of Intention to Sell Said Bonds and Authorizing the Selection

“of Underwriters and the Execution and Delivery of Bond Purchase Agreements;

- Approving the Form and Authorizing the Execution and Delivery of Continuing
Disclosure Certificates; Approving the Form and Authorizing the Distribution of the
Preliminary Official Statement and Authorizing the Execution, Delivery and Distribution
of the Official Statement for the Series 2011 R1 Bonds; Authorizing Payment of Costs of
Issuance of Said Bonds; Approving Modifications to Documents; Ratifying Actions
Previously Taken; and Granting General Authority to City Officials to Take Necessary
Actions in Connection with the Authorization, Issuance, Sale and Delivery of the Bonds
and the Refunding of Certain Outstanding General Obligation Bonds.

| request that this item be calendared in Budget and Finance Committee.

Should you have any questions, please contact Jason Elliott (415) 554-5105.

1 DR. CARLTON B.’GOODLETf PLACE, Room 200

SAN FRANCISCO, CALIFORNIA 94102-4681 / / / O /D
TELEPHONE: (415) 554-6141 /!



Squire, Sanders & Dempsey (US) LLP

SECOND DRAFT

911

ESCROW AGREEMENT -
: . ) ‘L,\‘;: ;%, tﬂ?;s .
[ Al
\“ YL Eom
3 MmOy
3 - Euom
between : .g o Y=
' N) YAt
CITY AND COUNTY OF SAN FRANCISCO . X\Qf; ?’)?1@
- . 3 w2 A
and . B
BBB,
as Escrow Agent
Relaﬁng to

CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION REFUNDING BONDS
SERIES 2011-R1

. D”afed as of October 1, 2011 |

Squire, Sanders and Dempsey (US) LLP
Lead Bond Counsel

> Completé copy of document is
located in

File No. 1//o/0©



~ OFFICIAL NOTICE OF SALE
‘ and
OFFICIAL BID FORMS

o

. y : L“'—"
CITY AND COUNTY OF SAN FRANCISCO-
GENERAL OBLIGATION REFUNDING BONDS
SERIES 2011-R1 '

The City and Counfy of San Francisco will receive seal_ed‘bids and electronic bids for the
above-referenced bonds at the place and up to the time specified below:
SALE DATE: o ~ October 19, 2011

" (Subject to postponement or cancellation in
accordance with this Official Notice of Sale)

TIME: ' 8:30 a.m., California time

PLACE: T , : 1 Dr. Carlton B. Goodlett Place, Room 336,
, ‘ _ San Francisco, California 94102
DELIVERY DATE: | November 2, 2011

' *Preljmjnary, subject to change.

- ** Complete copy of document is
located in '

File No. ///0/0

Notice-1
067122/429945-2117341.6



' NOTICE OF INTENTION TO SELL

*

CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION REFUNDING BONDS
'SERIES 2011-R1

NOTICE IS HEREBY GIVEN that the City and County of San Francisco (the “City”)
intends to offer for public sale on October 19, 2011, at 8:30 am. (California t1me)
[ | aggregate principal amount of City and County of San Francisco General
Obligation Refunding Bonds, Series 2011-R1 (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 electronic b1ds through Ipreo LLC’s BiDCOMP /PARITY® Systems
(“Parity™).

__ The City reserves the right to postpone or cancel the sale of the Bonds or change the
terms thereof upon notice given through the Bond Buyer Wire, Thomson Financial, Bloomberg

Business News (collectively, the “News Services”) and/or Parity. In the event that no bid is

awarded for the Bonds, the City 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 October 11, 2011 (the “Official Notice of Sale”)
relating to the Bonds. Further information regarding the proposed sale of the Bonds, including
copies of the Preliminary Official Statement dated on or around October 11, 2011 (the
' “Preliminary Official Statement”) for the Bonds and the Official Notice of Sale, are available
electronically at Ipreo Prospectus www.i- ~dealprospectus.com or may be obtained from either of

~ the City’s Co-Financial Advisors: Backstrom McCarley Berry & Co., LLC, 115 Sansome Street, - -

Mez. A, San Francisco, California 94104; telephone: (415) 392-5505 (office), Attention: Vincent

McCarley (email: Vmccarley@bmcbco com); and Montague DeRose and Associates, LLC, 2175
~ California Boulevard, Suite 745, Walnut Creek, California 94596; telephone: (925) 256-9797
Attention: Frank Perdue (email: perdue@montaguederose com).

The Preliminary Official Statement for the Bonds and the Oﬂ'lc1a1 Notice of Sale will be
posted electronically at Ipreo Prospectus www.i-dealprospectus.com on or around October 11,
2011. Failure of any bidder to receive such notice shall not affect the legahty of'the sale.

Other than with respect to postponement or cancellation as described above, the City
reserves the right to modify or amend the Official Notice of Sale in any respect, as more fully
- described in the Official Notice of Sale; provided, that any such modification or amendment will
be communicated to potential bidders through Parity and/or the News Services not later than
1:00 p.m. (California time) on the business day preceding the date for receiving bids for the

Bonds. Failure of any potential bidder to receive notice of any modification or amendment will -

not affect the sufficiency of any such notice or the legality of the sale. The City reserves the
right, in its sole discretion, to reject any and all bids and to waive any irregularity or informality
in any bid which does not materially affect such bid or change the ranking of the bids.

Dated: October 11,2011

* Preliminary, subject to change.

067122/429945-2117577.7
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REFUNDING GENERAL OBLIGATION BONDS
SERIES 2011-R1- '

PURCHASE CONTRACT
| , 20 Complete copy of document js-
City and County of San Francisco ‘ located in
San Francseo, Caliorms 94102 [leNosioje
-Ladies and Gentlemen: |
The ﬁnders@ned | ", acting on behalf bf itself (the “Represeﬁtative ") and

the other Underwriters named on the s1gnature page of this Purchase Contract (collectively, the
“Underwriters”), offers to enter into this agreement (the “Purchase Contract”) with the City and
. County of San Francisco (the “City”). Upon the acceptance of this offer by the execution and
delivery of this Purchase Contract by the City to the Representative, this Purchase Contract will
be binding upon the City and the Underwriters. This offer is made subject to the acceptance of
this Purchase Contract by the City on or before 5:00 P.M. California time on the date hereof and,
if not so accepted, will be subject to withdrawal by the Underwriters upon written notice (by
* facsimile transmission or otherwise) from the Representatlve delivered to the City at any time
prior to the acceptance of this Purchase Contract by the City. If the Underwriters withdraw this
offer, or the Underwriters’ obligation to purchase the Refunding Bonds (as hereinafter defined) is
_otherwise terminated ‘pursuant to Section 10 hereof, then and in such case the City shall be

. without any further obligation to the Underwriters, including the payment of any costs set forth

under Section 12(b) hereof, and the City shall be free to sell the Refunding 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 Resolution (as hereinafter defined).

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

‘ Section 1.-  Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations, warranties and agreements set forth in this Purchase Contract, the
Underwriters hereby jointly and severally agree to purchase from the City, and the City agrees to
" sell and deliver to the Underwriters, all (but not less than all) of the §__  aggregate
~ principal amount of Refunding General Obligation Bonds, Series 2011 R-1 (the “Refunding

- 11006\pc-4
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Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities, in any jurisdiction in which such offer, salicitation, or sale would be

This Preliminary Official Statement and the information contained herein are subject to completion or amendment without notice. Under no circumstances shall this Preliminary Official
unlawful prior to registration.or qualification under the securities laws of such jurisdiction.

o @

Hawkins Delafield & Wood LLP

Draft of 9/9/2011
PRELIMINARY OFFICIAL STATEMENT DATED ' , 2011
NEW ISSUE — BOOK-ENTRY ONLY , | "RATING/S:__Moody's: -
‘ S&P:
Fitch:

- (See "RATINGS" hereln)

In the separate opinions of Squire, Sanders & Dempsey (US) LLP, and Polsinelli Shughart LLC, Co-Bond Counsel to the City,
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 and is not an item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations; and (ii) interest on the Bonds is exempt from State of -
California personal income taxes. Interest on the Bonds may-be subject to certain federal taxes imposed only on certain

corporations, including the corporate alternative minimum tax on a portion of that znterest F or a more complete discussion of the
tax aspects of the Bonds, see "TAX MATTERS" herein.

${Par Amount]’
CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION REFUNDING BONDS
SER[ES 2011-R1

Dated: Date of Delivery - o - Due: June 15, as shown in the inside cover

This cover page contains certain information for general reference only. It is not intended to be a summary of the security for or
the terms of the Bonds. Investors are advised to read the entire Official Statement to obtain information essential to the making of an
informed investment decision. -

The City and County of San Francisco General Obligation Refunding Bonds Series 2011-R1 (the "Bonds") will be issued under
the Government Code of the State of California, the Charter of the City and County of San Francisco (the "City"), and the
Administrative Code of the City. The issuance of the Bonds has been authorized by Resolution No. , adopted by the Board of
Supervisors of the City on 2011, and duly approved by the Mayor of the City on 2011. See "THE BONDS —
Authority for Issuance; Purposes." The proceeds of the Bonds will be used to refund certain outstanding general obligation bonds of
the City (as further described herein, the "Prior Bonds"), and to pay certain costs related to the issuance of the Bonds and the
refundmg of the Prior Bonds. See "PLAN OF REFUNDING" and "SOURCES AND USES OF FUNDS." :

The Bonds will be issued only in fully registered form without coupons, and when issued will be reg15tered in the name of
Cede & Co., as nominee of The Dep051tory Trust Company, New York, New York ("DTC"). Individual purchases of the Bonds will
be made in book—entry form only, in denominations of $5,000 or any integral mu1t1ple thereof. Payments of principal of and interest
on the Bonds will be made by the City Treasurer, as paying agent, to DTC, which in turn is required to remit such principal and
interest to the DTC Participants for subsequent disbursement to the beneficial owners of the Bonds. See "THE BONDS — Form and

_Registration." The Bonds will be dated and bear interest from their date of delivery until paid in full at the rates shown in the maturity
schedule on the inside cover hereof. Interest on the Bonds will be payable on June 15 and December 15 of each year, commencing
[December 15, 2011]. Prmc1pa1 will be paid at maturity as-shown on the inside cover. See "THE BONDS Payment of Interest and
Principal.” :

The Bonds will be subject to redemptlon prior to their respectlve stated maturltles as described herein. See "THE
BONDS — Redemption." ‘

The Board of Supervisors has the power and is obligated to levy ad valorem taxes without limitation as to rate or amount upon
all property subject to taxation by the City (except certain property which is taxable at limited rates) for the payment of the Bonds
. and the interest thereon when due. See "SECURITY FOR THE BONDS."

"MATURITY SCHEDULE
(See Inside Cover)

The Bonds are offered when, as and if issued by the City and-accepted by the initial purchaser, subject to the respective
legal opinions of Squire, Sanders & Dempsey (US) LLP, San Francisco, California, and Polsinelli Shughart LLC, Los Angeles,
California, Co-Bond Counsel to the City, and certain other conditions. Certain legal matters will be passed upon for the City by its
City Attorney and by Hawkins Delafield & Wood LLP, San Francisco, California, Disclosure Counsel. It is expected that the Bonds
in book-entry form will be available for delivery through the facilities of DTC onor abouwr 2011

. Dated: ,2011 v
= Complete copy of document is

located in

File No. 7//070

* Preliminary, subject to change.



** Complete copy of document is

APPENDIX A located in
CITY AND COUNTY OF SAN FRANCISCO File No. /17079

ORGANIZATION AND FINANCES
This Appendix contains information that is current as of September 12, 2011.

This Appendix A to the Official Statement of the City and County of San Francisco (the "City" or "San Francisco")
covers general information about the City's governance structure, budget processes, property taxation system and
other tax and reveénue sources, City expenditures, including labor relations, employment benefits ‘and renrement
costs, and investments, bonds and other long-term obhgatlons

The various reports, documents, websites and other infonnaﬁon referred to herein are not incorporated herein by
such references. The City has referred to certain specified documents in this Appendix A which are hosted on the
City's website. A wide variety of other information, including financial information, conceming the City is
available from the City's publications, ‘websites and its departments. Any such specified documents and other
information that is inconsistent with the information set forth in this Official Statement should be disregarded and no
such other information is a part of or incorporated into this Appendix A. The information-contained in this Official
- Statement, including this Appendix A, speaks only as of its date, and the information herein is subject to change.
Prospective investors are advised to read the entire Official Statement to obtain information essential to the making
of an informed investment decision. :
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