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FILE NO. 151174 | ORDINANCE NO.

[Authorizing Certificates of Particfpation - Rehabilitation Detention Facility Project - Not to
Exceed $215,000,000]

Ordinance authorizing the execution and delivery of Cerjtiﬁcates of Participation on a
tax-exempt or taxable basis evidencing and representing an aggregate principal
amount of not to exceed $215,000,000 to finance the costs of acquisition, construction
and installation of certain additions and improvements for a rehabilitation detention
facility to be located on property within the City; authorizing the issuance of
commercial paper notes in advance of the delivery of the Certificates; approving the
form of Trust Agreement between the City and County of San Francisco and the
Trustee (including certain indemnities contained therein); authorizing the selection of
the Trustee by the Director of Public Finance; approving respective forms of a Property
Lease and a Lease Agréement, each between the City and the Trustee for the lease and
lease back of all or a portion of certain(h'ospital property and facilities; approvi'ng the
forms of Purchase Contract, Official Notice of Sale and Notice of Intention to Sell
Certificates; dfrecting the publication of the Notice of Intention to Sell Certificates;
approving the form of the Preliminary Official Statement and the form and execution of
the Official Statementirelating to the sale of the Certificates; approving the form of the
Continuing Disclosure Certificate; granting general authority to City officials to take
necessary actions in connection with the authorization, execution, sale and delivery of
the Certificates; approving modifications to documents and agreements; declaring the
City’s intent to reimburse certain expenditures; and rafifying previous actions taken in

connection therewith.
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WHEREAS, The Board of Supervisors (the “Board of Supérvisors” or the “Board”) of
the City and County of San Francisco (the “City”) desires to finance the cost of the acquisition,
construction and installation of certain additions and improvements, to replace the maximum
secufity County jails currently located in the City’s Hall of Justice Building (the “Rehabilitation
Detention Facility Project”) through the execution and delivery of one or more series of
certificates of participation (the “Certificates”); and

WHEREAS, The Certificates will be executed and delivered in one or more series on a
tax-exempt and/or taxable basis pursuant to a trust agreement (the “Trust Agreement”)
between the City and the trustee to be named therein (the “Trustee”); and

WHEREAS, In advance of the execution and delivery of the Certificates the Board
desires to authorize the issuance of commercial paper notes under the City’s commercial
paper program to fund cpsts of the Rehabilitation Detention Facility Project on an interim basis
until the Certificates are executed and delivered to provide permanent financing on a long-
term basis; and

WHEREAS, In connection with the execution and delivery of the Certificates, the Board
desires to cause the execution of a Property Lease (the “Property Lease”), pursuant to which
the City will lease to the Trustee a portion of Lot 001, Block 4154, known as 1001 Potrero
Avenue, San Francisco (the “Leased Property”), and a Lease Agreement (the “Lease
Agreement”), pursuant to which the Trustee will lease the Leased Property back to the City;
and

WHEREAS, The Board has been presented with the form of certain documents and
agreements referred to herein relating to the Certificates, and the Board has examined and is
approving each such document and agreement and desires to authorize the execution of such

documents and agreements and the consummation of such financing; and

Mayor Lee
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WHEREAS, Upon the effectiveness of this Ordinance, all conditions, things and acts
required by law to exist, to happen and to be performed precedent to and as a condition of the
execution and delivery of the Property Lease, the Lease Agreement, the Trust Agreement and
the Certificates will exist, have happened and have been performed in due time, form and
manner in accordance with applicable law, and the City shall be authorized pursuant to its
Charter and other applicable law to execute and deliver the Property Lease, the Lease
Agreement, the Continuing Disclosure Certificate, the Trust Agreement and, as applicable,
the Purchase Contract and to cause the execution and delivery of thé Certificates in the
manner and form provided in this Ordinance; and

WHEREAS, The City has paid and expects to pay certain exbenditures in connection
with the Rehabilitation Detention Facility Project to be financed by the Certificates prior to the
execution and delivery qf the Certificates, and the City intends to reimburse itself and to pay
third parties for such prior expenditures from the proceeds of the Certificates; and

WHEREAS, Section 1.150-2 of the Treasury Regulations promulgated under the
Internal Revenue Code of 1986 (the “Reimbursement Regulations”) requires the City to
declare its reasonable official intent to reimburse prior expenditures with the proceeds of a
subsequent borrowing; and

WHEREAS, The Reimbursement Regulations require that any reimbursement
allocation of proceeds of the Certificates to be made with respect to expenditures incurred
prior to the execution and delivery of the Certificates will occur not later than eighteen (18)
months after the later of (i) the date‘on which the expenditure is paid or (ii) the date on which
the facilities are p!aced.in service, but in no event later than three (3) years after fhe

expenditure is paid; and

Mayor Lee
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WHEREAS, The adoption of this Ordinance shall constitute authorization of the
Certificates within the meaning of Section 864 of the California Code of Civil Procedure and
any Validation Act that is effective after this Ordinance takes effect;

NOW THEREFORE,

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

Section 1.  Findings. The Board hereby finds and determines that the recitals set
forth above are true and correct.

Section 2.  File Documents. The documents presented to the Board and on file with
the Clerk of the Board of Supervisors or her designee (collectively, the “Clerk”) are contained
in File No. 151174.

Section 3.  Authorization of the Certificates. The Board hereby athhorizes and
approves the execution gnd delivery of the Certificates in accordance with the Trust
Agreement. .The Board hereby approves the issuance of commercial paper notes from time to
time to fund certain costs relating to the Rehabilitation Detention Facility Project. The
proceeds of the Certificates will be used to fund (i) costs of the Rehabilitation Detention
Facility Project, including repayment of commercial paper notes and interest thereon iSsqed
for such purpose; (ii) a debt service or other similar reserve, as appropriate; (iii) capitalized
interest, if any; and (iv) costs of issuance of the Certificates. The Certificates shall be
désignated as “Certificates of Participation (Rehabilitation Detention Facility Project),” with
such other or additional designation, including the year of execution and delivery, as
determined by the Director of Public Finance of the City or her designee, acting for and on
behalf of the City Controller{collectively, the “Director of Public Finance”).

The Certificates shall evidence an aggregate principal amount of not to exceed Two
Hundred Fifteen Million Dollars ($215,000,000), and shall evidence interest at a true interest

cost up to but notto exceed twelve percent (12%) per annum. The Certificates shall be

Mayor Lee
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subject to prepayment as set forth in the Lease Agreement and Trust Agreement. The
Director of Public Finance is hereby authorized, to the extent such officer deems it necessary
or advisable and financially advantageous to the City, to procure credit enhancement for the
Certificates, including but not limited to municipal bond insurance or a debt service reserve
fund surety policy.

The Director of Public Finance is hereby authorized, to the extent such officer deems it
necessal;y or advisable and in the interests of the City, to cause the exécution and delivery of
the Certificates (i) with interest with respect thereto exempt or not exempt from federal income
tax, and (ii) under any federal tax law provisions which provide for federal grants or credits to
the City or to investors in lieu of the exemption of interest from federal income tax. |

Section 4. | Approval of the TrustA Agreement; Authorization of the Selection of the

Trustee. The form of the Tru'st Agreement between the City and the Trustee, as presented to

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

or his designee (collectively, the “Mayor”) or the Controller or his designee (the “Controller’) is
hereby authorized to execute and deliver the Trust Agreement, and the Clerk is hereby
authorized to attest td and affix the seal of the City on the Trust Agreement, with such
changes, additions and modifications as the Mayor or the Controller may make or approve in
accordance with Section 14 hereof.

The Director of Public F inancé is hereby authorized to select the Trustee in accordance
with City policies and procedures, including but not limited to the City’s policy to provide
locally disadvantaged business enterprises an equal opportunity to participate in the |
performance of all City contracts.

Section 5. Approval of the Property Lease. The form of the Property Lease between
the City and the Trustee, as presented to the Board, a copy of which is on file with the Clerk,

is hereby approved. The Mayor or the Controller is hereby authorized to execute and deliver

Mayor Lee
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the Property Lease, and the Clerk is hereby authorized to attest to and affix the seal of the
City on the Property Lease, with such changes, additions and modifications as the Mayor or
the Controller may make or approve in accordance with Section 14 hereof.

Section 6.  Approval of the Lease Agreement. The form of the Lease Agreement
between the City and the Trustee, as presented to the Board, a copy of which is on file with
the Clerk, is hereby approved. The Mayor or the Controller is hereby authorized to execute
and deliver the Lease Agreement, and the Clerk is hereby authorized to attest and to affix the
seal of the City on the Lease Agreement with such changes, additions and modifications as
the Mayor may make or approve in accordance with Section 14 hereof; provided, however,
that the maximum Base Rental (as defined in the Lease Agreement) to be paid under the
Lease Agreement in any fiscal year shall not exceed Twenty Seven Million Dollars
($27,000,000) and the initial stated term of the Lease Agreement shall not extend beyond the

35th year following its date of execution, as such initial term may be extended in accordance

1| with the Lease Agreement.

Section 7.  Approval of the Leased Property and the Base Rental Payments. The
Board hereby approves the leasing, pursuant to the terms of the Property Lease and the
Lease Agreement, of all or a portion of the Leased Property. The Board also hereby approves
the payment by the City of the Base Rental with respect thereto.

Section 8.  Official Statement. The form of proposed Preliminary Official Statement
describing the Certificates (the “Preliminary Official Statement”) submitted to the Board of
Supervisors is approved and adopted as the Preliminary Official Statement describing the
Certificates, vyith such additions, corrections and revisions as may be determined to be
necessary or desirable made in accordance herewith. The Controller is authorized to cause
the distribution of a Preliminary Official Statement deemed final for purposes of Securities and

Exchange Commission Rule 15¢2-12 promulgated under the Securities Exchange Act of

Mayor Lee ‘
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1934, as amended (the “Rule”), and to sign a certificate to that effect. The Director of Public
Finance is authorized and directed to cause to be printed and mailed or electronically
distributéd to prospective bidders or purchasers for the Certificates the Preliminary Official
Statement in substantially the form of the Preliminary Official Statement approved and
adopted by this Ordinance, as completed, supplemented, corrected or revised. The Controller
is authorized and directed to approve, execute, and deliver the final Official Statement with
respect to the Certificates, which final Official Statement shall be in the form of the Preliminary
Official S_tatement, with such additions, corrections and revisions as may be determined to be
necessary or desirable made in accordance herewith and as are permitted under the Rule.
The Director of Public Finance is authorized and directed to cause to be printed and mailed or
electronically distributed the final Official Statement to all actual initial purchasers of the
Certificates. ‘ .

~ Section 9. Continuing Disclosure Certificate. The form of Continuing Disclosure
Certificate (the “Continuing Disclosure Certificate”), to be signed by the Controller to permit
the original purchasers of the Certificates to comply with the Rule, submitted to the Board is
approved and adopted as the Continuing Disclosure Certificate, with such additions,
corrections and revisions as may be determined to be necessary or desirable made in
accordance herewith. The Controller is authorized and directed to execute the Continuing
Disclosure Certificate on behalf of the City and delive‘r the Continuing Disclosure Certificate to
the original purchasers of the Certificates.

Section 10. Sale of the Certificates. The Controller or the Director of Public Finance

is hereby authorized to cause the sale of the Certificates by competitive or negotiated sale. If
sold by competitive sale, the Controller or the Director of Public Finance is hereby authorized

and directed to award the Certificates to the bidder whose bid represents the lowest true

Mayor Lee
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interest cost to the City (as confirmed by the City’s financial advisor) and whose bid otherwise
conforms to the bid requirements contained in the Official Notice of Sale.

The form of proposed Notice of Intention to Sell the Certificates (the “Notice of Intention
to Sell Certificates”) submitted to the Board is approved and adopted as the Notice of
Intention to Sell the Certiﬁéates, and the Controller or the Director of Public Finance is
authorized and directed to cause the Notice of Intention to Sell Certificates, subject to such
corrections, revisions or additions as may be made in accordance herewith, to be published
once in The Bond Buyer or another financial publication generally circulated throughout the
State of California. .

If the Controller or the Director of Public Finance determines to sell the Certificates by
negotiated sale, the Controiler or the Director of Public Finance is hereby authorized to sell
the Certificates by negot:iated sale pursuant to one or more purchase contracts (each, a
“Purchase Contract”) by and between the City and the underwriters naméd therein; provided,
however, that the underwriters’ discount under any such Purchase Contract shall not exceed
one percent (1.0%) of the principal amount of the Certificates.

To accomplish the sale of the Certificates by negotiated sale, if applicable, the
Controller or the Director of Public Finance is hereby authorized to appoint one or more
financial institutions to act as underwriter for the Certifi;:ates in accordance with City policies
and procedures, including but not limite‘d to the City's policy to provide locally disadvantaged
business enterprises an equal opportunity to participate in the performance of all City
contracts.

Section 11. Reimbursement. The City declares its official intent to reimburse prior
expenditures of the City incurred prior to the execution and delivery of the Certificates in
connection with the Rehabilitation Detention Facility Project or portions thereof with the

proceeds of the Certificates. The Board of Supetrvisors declares the City’s intent to reimburse

Mayor Lee .
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the City with the proceeds of the Certificates for the expenditures with respect to the
Rehabilitation Detention Facility Project (the “Expenditures” and each an “Expenditure”) made
onand after that date that is no more than 60 days prior to adoption of this Ordinance. The
City reasonably expects on the date of adoption of this Ordinance that it will reimburse the
Expenditures with the proceeds of the Certificates. '

Each Expenditure was and will be either (a) of a type properly chargeable td a capital
account under general federal income tax principles (determined in each case as of the date
of the Expenditure), (b) a cost of issuance with respect to the Certificates, (c) a nonrecurring
item th'at is not customarily payable from current revenues, or (d) a grant to a party that is not
related to or an agent of the City sohlong as such grant does not impose any obligation or
condition (directly or indirectly) to repay any amount to or for the benefit of the City. The
maximum aggregate principal amount of the Certificates expected to be executed and
delivered for the Rehabilitation Detention Facility Project is $215,000,000. The City shall
make a reimbursement allocation, which is a written allocation by the City that evidences the

City's use of proceeds of the Certificates to reimburse an Expenditure, no later than 18

“months after the later of the date on which the Expenditure is paid or the Rehabilitation .

Detention Facility Project is placed in service or abandoned, but in no event more than three
years after the date on which the Expenditure is paid. The City recogniz_es that exceptions
are available for certain “preliminary expenditures,” costs of issuance, certain de minimis
amounts, expenditures by “small issuers” (based on the year of issuance and not the year of
expenditure) and expenditures for construction projects of at least 5 years.

Section 12. General Authority. The Mayor, the City Treasurer, the City Attorney, the
City Controller, the City Administrator, the Director of Public Finance, the Clerk and other.
officers of the City and their duly authorized deputies, designees and agents are hereby

authorized and directed, jointly and severally, to take such actions and to execute and deliver

Mayor Lee
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s'uch certificates, agreements, requests or other documents as they may deem necessary or
desirable to accomplish the purposes of this Ordinance, including but not limited to thé
execution and delivery of the Property Lease, the Lease Agreement, the Trust Agreement, the
Continuing Disclosure Certificate, the Purchase Contract and the Certificates, to obtain bond
insurance or other credit enhancements or a surety policy with respect to the Certificates, to
obtain title insurance, to clear any encumbrances to title and to carry out other title work. Any
such actions are solely intended to further the purposes of this Ordinance, and are subject in
all respects to the terms of this Ordinance. No such actions shall increasé the risk to the City
or require the City to spend any resources not otherwise granted herein. Final versions of any
such documents shall be provided to the Clerk of the Board of Supervisors for inclusion in the
official file within 30 days of execution (or as soon thereafter as final documents are available)
by all parties. ' |

Section 13. Modifications, Changes and Additions. The Mayor, the City Treasurer,
the City Controller and the Director of Public Finance each are hereby authorized to make
such modifications, changes and additions to the documents and agreements approved
hereby, upon consultation with the City Attorney, as may be necessary or desirable and in the
interests of the City, and which changes do not materially increase the City’s obligations or
reduce its rights thereunder or hereunder. The respective official’'s approval of such
modifications, changes and additions shall be conclusively evidenced by'the execution and
deli\)ery thereof by such official.

Section 14. Partial Invalidity. Any provision of this Ordinance found to be prohibited
by law shall be ineffective only to the extent of such prohibition, and shall not invalidate the
remainder of this Ordinance.

Section 15. Effective Date. This Ordinance shall take effect immediately.

Mayor Lee
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Section 16. Ratification of Prior Actions. All actions authorized consistent with any
documents presented herein and approved by this Ordinance but heretofore taken are hereby

ratified, approved and confirmed by the Board.

APPROVED AS TO FORM:
DENNIS JYHERRERA, City Attorney-

N/ A

Mark D> Blake/ S——
Deputy City Attorney
n:\inanc\as2015\1300182\01081245.doc

Mayor Lee
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 2, 2015

Items 37 through 41 Departments: Department of Public Works (DPW)
Files 15-1174, 15-1175, 15-1184, Controller’s Office of Public Finance
15-1185 & 15-1187 Sheriff’'s Department

Legislative Objectives

The proposed legislation related to the lJail Replacemént Project would authorize: (1) the Sheriff’s
Department to accept Board of State and Community Corrections (BSCC) funds of $80,000,000; (2)
acquisition of property for the replacement jail, and execution of the purchase agreement without further
Board of Supervisors approval; (3) issuance of up to $11,300,000 as a match to the BSCC funds; (5) issuance
of up to $215,000,000 of Certificates of Participation (COPs), and {(e) appropriation of $215,000,000 in COPs.

Key Points

e The City has determined that County Jails No. 3 and No. 4, located in the Hall of Justice (HOJ), are
seismically deficient and outdated. The proposed replacement jail is 384 beds located on property
adjacent to the HOJ.

e Total projects costs for a new replacement jail facility are estimated to be $240,000,000. The BSCC
awarded the Sheriff's Department $80,000,000 to partially fund construction of a new jail. The balance
of funding of $160,000,000 would come from the issuance of COPs.

e The BSCC funds require a match of $24,000,000, of which $12,690,000 were previously appropriated
General Fund monies, and $11,310,000 are commercial paper.

e The BSCC funds additionally require that the City must obtain title to the property no later than 90 days
of the award, by February 11, 2016.

Fiscal Impact

o F|Ie 15-1175 would appropriate $215,000,000 ‘in COPs including: $160,000,000 for Jail Replacement
Project costs, $48, 305 000 for associated financing costs, and $6,695,000 to allow for market
fluctuations.

Policy Consideration

e File 15-1184 authorizes the Director of Real Estate to purchase four properties for the Jail Replacement
Project without further approval by the Board of Supervisors if the purchase price is fair market value.
According to the Director of Real Estate, bringing the purchase agreement back to the Board of
Supervisors for approval is not feasible because the property purchase needs to close and the City obtain
title by February 11, 2016.

¢ While the legislation does not define how “fair market value” will be determined, the appraised value is
$14,350,000; however the legislation does not define the amount for the purchase price. Sale of land to
a public entity does not require the seller to pay transfer tax. The value to the sellers of not paying
transfer tax is not included in determination of fair market value.

SAN FRANCISCO BOARD OF SUPERVISORS , BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 2, 2015

Policy Consideration (continued)

The proposed replacement jail would include 384 beds, based on a 2014 study of average daily inmate
population by the Budget and Legislative Analyst. However, in June 2015, the Controller's Office
published a report that forecasts a need for only 120 to 393 beds in a new facility. The low end of the
forecast range of 120 beds is 264 beds less than the proposed 384 replacement beds

Recommendations

Amend File 15-1175 to specify that the COPs proceeds will be used to refund $12,690,000 in General
Fund monies, which were previously appropriated by the Board of Supervisors in FY 2012-13 through FY
2015-16 to fund Jail Replacement Program costs.

Amend File 15-1184 to require the Director of Real Estate to report on the details of the purchase
agreement(s) for the four properties to be acquired within five days of the execution of the purchase
agreement. As noted above, under the proposed resolution, the Directory of Real Estate would be
authorized to purchase the subject properties without further Board of Supervisors approval.

Amend File 15-1184 to state that the Director of Real Estate is authorized to acquire the four properties
for “up to $14,500,000”. ’

Amend File 15-1184 to request the Director of Real Estate-to include consideration of the benefit to the
sellers of not paying $248,850 in real property transfer taxes in the negotiations of the final purchase
price.

Approval of the proposed resolutions (15-1184, 15-1185, 15-1187) and ordinances (15-1174 and 15-1175)
are a policy matter for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 2, 2015

MANDATE STATEMENTS

File 15-1187: City Administrative Code Section 10.170-1 states that accepting Federal, State, or
third-party grant funds in the amount of $100,000 or more, including any City matching funds
required by the grant, is subject to Board of Supervisors approval.

File 15-1185: Charter Section 9.113(e) states that the Board of Supervisors shall have the power
to borrow money by the issuance of tax anticipation notes, temporary notes, commercial
paper, or any other short-term debt instruments in the manner provided by state law or City
ordinance.

File 15-1175: City Charter Section 9.105 states that amendments to the Annual Appropriations
Ordinance, after the Controller certifies the availability of funds, are-subject to Board of
Supervisors approval by ordinance.

File 15-1174: Charter Section 9.118 requires Board of Supervisors approval for (1) contracts
exceeding ten years or expenditures of $10,000,000; and (2) leases with a term of over ten
years or expenditures of over $10,000,000. The proposed not-to-exceed issuance of
$215,000,000 of Certificates of Participation requires the City to enter into a lease which
exceeds ten years and $10,000,000.

File 15-1184: Administrative Code Section 23.1 requires Board of Supervisors approval of all
resolutions and ordinances approving real property transactions. Administrative Code Section
23.4 requires Board of Supervisors approval of the granting of real property to the City before
the Director of Real Estate can accept the deed to the property. .

BACKGROUND

The City’s Capital Planning Committee has determined that County Jails No. 3 and No. 4,
located in the Hall of Justice (HOJ) at 850 Bryant Street, are seismically deficient and outdated.
Replacing County Jails No. 3 and No. 4 has been a high priority in the City’s Ten-Year Capital
Plan since 2006.

Project Description

The proposal for a replacement jail has 384 beds, a 57 percent decrease from the 903 beds
currently in County Jails No. 3 and No. 4. The replacement jail with 384 beds would reduce the
system wide number of beds by 21 percent.1

In addition to being seismically deficient, the design of County Jails No. 3 and No. 4 is outdated,
using unsafe linear housing units and has insufficient medical, health and program spaces. The
proposed replacement jail would be designed similar to County Jail #5 located in San Bruno,
with a modern direct supervision layout including modular housing units, increased program
space and increased space for the medical and mental health treatment services. Table 1

! The Sheriff’s Department has 2,515 beds in five county jails. Replacing the 903 beds in County Jails No. 3 and 4
with 384 beds in the proposed replacement jail reduces the total number of beds to 1,996, a reduction of 519
beds. Of the existing 2,515 beds, only 2,438 are deemed useable,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 2, 2015

below compares square footage in the existing County Jails No. 3 and No. 4 to the proposed
replacement jail.

Table 1: Comparison of Number of Beds and Square Feet

Current Cls Replacement

Space Type Percentage Change

#3 & #4 Jail
Number of Beds 903 384 -57%
' Square Feet  Square Feet
Housing ‘ 41,300 15,000 -64%
Dayroom ’ 22,200 50,000 125%
Classrooms- Program Areas 680 9,000 1224%
Exercise Yard 5,900 5,100 -14%
Medical/Health Services 1,200 7,000 483%
Total Square Feet 71,280 86,100 20.8%

Source: Presentation to November 16, 2015 Capital Planning Committee

The City’s Real Estate Division is proposing to purchase four properties located at 814-820
Bryant Street, 444 6 Street, 450 6™ Street and 470 6™ Street, adjacent to the HOJ to construct
the replacement jail, as shown in the Exhibit below.

Exhibit: Hall of Justice and New Jail Facility Site Map

.........

CEXISTINGHOJ .

Project Timeline

The Department of Public Works (DPW) expects to issue a Request for Qualifications (RFQ) for
the design-build contractor to design and construct the replacement jail in March 2016 and
award the contract by November 2016. Construction is expected to commence in the
September 2017 and be completed by the end of 2020.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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DETAILS OF PROPOSED LEGISLATION

| ,

File 15-1187: The proposed resolution would authorize the Sheriff's Department to accept and
expend $80,000,000 of funds from the Board of State and Community Corrections (BSCC) and
the State Public Works Board to partially fund the construction of the new jail to replace County
Jail No. 3 and County Jail No.4.

File 15-1184: The proposed resolution would authorize the acquisition of real property at 814-
820 Bryant Street, 444 6™ Street, 450 6™ Street and 470 6™ Street (Lots 009, 012, 014, 043 and
045 all in Assessor’s Block 3759) from Lin Trust, Musso Trust, and Myung Chun respectively; and
(b) issuance of Commercial Paper Notes in an aggregate principal amount not to exceed
$14,500,000.

File 15-1185: The proposed resolution would authorize the execution and delivery of tax-
exempt and/or taxable commercial paper notes in an amount up to $11,310,000 to provide
interim funding to meet the matching fund requirement for the grant and for the construction
of the Rehabilitation Detention Facility (“Jail Replacement Project”) to replace County Jail No. 3
and County Jail No. 4.

File 15-1174: The proposed ordinance would:

_ Authorize the execution and delivery of not to exceed $215,000,000 of Certificates of
Participation (COPs) to finance the costs of acquisition, construction and installation of
certain additions and improvements for the replacement jail;

- Authorize the issuance of commercial paper notes in advance of the delivery of the COPs;

- Authorize the Director of Public Finance to cause the preparation of documents necessary
for the execution and delivery of the COPs including a Trust Agreement, Property Lease and
a Lease Agreement, Purchase Contract, Official Notice of Sale and Notice of Intention to Sell
Certificates including publication, approving the form of the Preliminary Official Statement
and Official Statement, and approving the form of the Continuing Disclosure Certificate;

- Grant general authority to City officials to take necessary actions in connection with the
authorization, execution, sale and delivery of the COPs;

- Approve modifications to documents and agreements;
- Declare the City’s intent to reimburse certain expenditures; and
_ Ratify previous actions taken.

File 15-1175: The proposed ordinance would appropriate $215,000,000 in Certificates of
Participation (COPs) for construction of the replacement jail and associated costs in Fiscal Year
(FY) 2015-16 and place these funds on Controller’s Reserve pending the sale of the COPs.

California Board of State and Community Corrections (BSCC) Funds (File 15-1187)

In July 2015, the Board of Supervisors authorized the Sheriff's Department to apply for
'$80,000,000 in California Board of State and Community Corrections (BSCC) funds designated
for construction of correctional facilities and funded by Senate Bill 863. The City previously
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applied for these funds in 2013, but was not awarded any funding. On November 13, 2015, the
BSCC awarded the City $80,000,000 in funding as a partial funding source for the construction
of the replacement jail. The BSCC requires the title of land for the replacement jail to be
secured within 90 days of the conditional award, or by February 11, 2016.

Acquisition of Real Property to Construct the Replacement Jail (File 15-1184)

The City has identified four properties for the jail to replace County Jails No. 3 and No. 4 located
immediately adjacent to the current HOJ, as shown in the Exhibit above. The City’s Real Estate
Division expects to begin negotiations with the property owners to acquire these sites upon
approval of the proposed resolution.

Commercial Paper (File 15-1185)

The BSCC funds of $80,000,000 require a City match of $24,000,000. $12,690,000 in General
Fund monies were previously appropriated by the Board of Supervisors in FY 2012-13 through
FY 2015-16, and can be allocated toward the City’s required match. The balance of the match
will come from the requested $11,310,000 in commercial paper.?

Certificates of Participation (File 15-1174) |

The Office of Public Finance expects to issue up to $215,000,000 in COPs for the lail
Replacement Project in September 2017. The COPs will be structured as an abatable® asset-
transfer lease by and between the City and a third-party trustee, in which the City leases a City-
owned property to a trustee, and the City leases back the leased property from the trustee. The
City would make annual rental payments to the trustee in amounts required to repay the COPs.
When they COPs are paid, the lease would terminate, and the City would return to owning the
asset outright.

In this case, the asset and leased property for the COPs is expected to be a portion of City-
owned San Francisco General Hospital located at 1001 Potrero Avenue (Lot 001, Block 4154).
The City’s General Fund secures repayment of the COPs.

Environmental Findings

On July 21, 2015, the Board of Supervisors approved the Final Mitigated Negative Declaration
and Mitigation Monitoring & Reporting Program for the jail replacement project (File 15-0701).

% Commercial paper is a form of interim financing for capital projects that permits the City to pay project costs as
project expenditures are incurred. The City’s $250,000,000 Commercial Paper program was previously authorized
by the Board of Supervisors. As of October 2015, the City has issued $59,300,000 in Commercial Paper, leaving
$190,700,000 available to be issued. ' :
3 “Abatable” is a legal concept whereby the lessee reduces its rent proportionately or totally to the extent it does
not have use of the leased asset..
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FISCAL IMPACT

Jail Replacement Project Sources and Uses of Funds
The Jail Replacement Project budget is $240,000,000 as shown in Table 2 below.

Table 2: Sources and Uses of Funds for the Jail Replacement Project

Total Budget

Sources of Funds

BSCC Funds $80,000,000

COPs Proceeds (Includes repayment of prior appropriations) — See Table 3 160,000,000
Total Sources  $240,000,000

Uses of Funds

DPW Project Management $7,520,000
Sheriff's Project Management 2,000,000
City Administrative Services : _ 500,000
Regulatory Agency Approvals 3,500,000
Geotechnical Services/ Site Clean Up 8,200,000
Real Estate Costs/ Property Acquisition 14,875,000
Criteria Development 5,500,000
Architectural and Engineering Services 10,500,000
Site Demolition ' 6,000,000
Construction Management 5,000,000
Construction and Close Out 151,000,000
Construction Contingency (12% of Construction) 17,625,000
Program Contingency ‘ 7,300,000
City Services Auditor (0.2% of Project) - 480,000

Total Uses  $240,000,000

Sources: DPW, Ofﬂce of Public Finance

Appropriation of Certificates of Partiéipation (File 15-1175)
File 15-1175 appropriates $215,000,000 in COPs proceeds, as shown in Table 3 below.
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Table 3: Certificates of Participation Uses

Project Costs
Jail Facility Construction Costs $159,680,639
Controller's Audit Fund (0.2%) 319,361
Subtotal Project Costs $160,000,000

Costs of Issuance

Capitalized Interest $28,953,214

Debt Service Reserve 17,821,498
Underwriter's Discount 729,068 '

Other Costs of Issuance ' 801,220

Subtotal Costs of Issuance $48,305,000

Total Project and Issuance Costs $208,305,000

Reserve for Market Uncertainty | $6,695,000

Total Required Appropriation $215,000,000

As noted.above, $12,690,000 in General Fund monies were previously appropriated by the
Board of Supervisors in FY 2012-13 through FY 2015-16 to fund Jail Replacement Program costs.
These previous General Fund appropriations are to be reimbursed by the COPs proceeds.
Section 11 of the COPs.issuance ordinance (File 15-1174) authorizes the City to reimburse prior
expenditures related to the Jail Replacement Project. Therefore, the proposed ordinance
should be amended to specify that the COPs proceeds will be used to refund $12,690,000 in
General Fund monies.

Principal and Interest on the COPs

The Office of Public Finance estimates a 5.02 percent fixed interest rate for the COPs, with a
not-to-exceed interest rate of 12 percent, resulting in approximately $98,815,666 in interest
- payments over the life of the COPs. The principle amount of $208,305,000, as shown in Table 3
above, plus the estimated interest payments of $98,815,666 would result in $307,120,666 in
total debt service payments over the life of the COPs, as shown in Table 4 below.

Table 4: Total Debt Service Payments, Certificates of Participation

COP Payment Type : Amount
Par Amount . $208,305,000
Estimated interest payments $98,815,666

Total  $307,120,666

The Office of Public Finance estimates annual average COPs payments of $15,356,033 over
approximately 20 years. : :

The proposed ordinance would authorize the Director of Public Finance to sell the COPs by
-either competitive or negotiated sale. Proceeds from the issuance of COPs would be placed on
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Controller’s Reserve pending the sale of the COPs and/or issuance of commercial paper notes in
the interim.

POLICY CONSIDERATION

Purchase of Property for the Jail Replacement Project (File 15-1184)

According to the proposed resolution (File 15-1184), the Director of Real Estate may purchase

four properties - 814-820 Bryant Street, 444 6™ Street, 450 6" Street, and 470 6™ Street -
~ without further Board of Supervisors approval if (a) the Real Estate Division uses standard

purchase agreement forms and (b) the purchase price is no greater than fair market value.

Acaquisition of Property without Board of Supervisors Approval of the Purchase Agreement

According to Mr. John Updike, Director of Real Estate, the Board of State and Community
Corrections requires the City to obtain title to the property no later than 90 days after the
notification of the award of BSCC funding. The City was notified of the award of BSCC funding
on November 13, 2015, and must close escrow and obtain title to the properties by February
11, 2016. According to Mr. Updike, the Real Estate Division will begin negotiations for the
property after approval by the Board of Supervisors, which is tentatively calendared for
December 8, .2015, and would need to complete negotiations and obtain Board of Supervisors
approval in early January in order to close escrow by February 11, 2016. Because of the
.Christmas and New Year holidays, Mr. Updike does not consider it feasible to bring the
agreement for the purchase of the four properties to the Board of Supervisors in time to close
escrow by February 11, 2016.

Authorizing the Director of Real Estate to acquire the four properties without further Board of

. Supervisors approval is a policy decision for the Board of Supervisors. If the Board of
Supervisors does authorize the property acquisition without further Board of Supervisors
approval, then the resolution should be amended to require the Director of Real Estate to
report on the specific terms of the acquisition within five days of execution of the purchase
agreement, »

Fair Market Value

The proposed resolution (File 15-1184) does not define “fair market value”. The Real Estate
Division selected Carneghi and Partners, Inc. (Carneghi) through a competitive process to
appraise the four properties. The October 2015 appraisal reports gave a combined appraised
value of $14,350,000 for the four properties. According to Mr. Updike, the property sellers will
likely obtain a separate appraisal that will likely show a higher appraised value. The purchase
price will be based on negotiations between the City and the sellers in which the parties agree
on the appraised (or fair market) value.

The proposed resolution (File 15-1184) provides for the issuance of up to $14,500,000 in
commercial paper to be used as interim financing for the purchase of the property, or $150,000
more than the current appraised value of $14,350,000. However, the proposed resolution does
not authorize a specific amount for the purchase of the four properties. Therefore, the
proposed resolution should be amended to state that the Director of Real Estate is authorized
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to acquire the four properties for “up to $14,500,000”, which allows for negotiations based on
two or more appraisals of the four properties.

Real Property Transfer Taxes

The practice in San Francisco is for the seller of property to pay real property transfer taxes
generated by the sale. However, because the City is a public entity, the sale of the four
properties does not generate real property transfer taxes, which the Budget and Legislative
Analyst estimates to be $248,850, based on a purchase price of $14,500,000. This amount of
$248,850 represents a benefit to the sellers of the four properties, which would otherwise have
been paid by the sellers if the properties were sold to a private entity instead of being sold to
the City.

According to Mr. Updike, under the terms of the BSCC funding, the purchase of the four
properties by the City must follow federal rules, including negotiating the purchase price based
on the highest and best use as determined by the appraisals. According to Mr. Updike,
consideration of the benefit to the sellers of not paying the real property transfer tax is not
included in determination of the appraised value based on highest and best use, in accordance
- with federal rules. However, because the purchase price is a negotiated price, the Board of
Supervisors should request the Director of Real Estate to include consideration of the benefit to
the sellers of not paying $248,850 in real property transfer taxes in the negotiations, even
. though this benefit is not included in the determination of the propertles highest and best use
according to federal rules. :

Number of Replacement Beds Needed

Although the City’s 2014-2023 Capital Plan provided for a replacement jail with 640 beds based
on average daily inmate population data from 1996-2011, the current proposal is for a
replacement jail with 384 beds. The Budget and Legislative Analyst’s January 2014 report,
“Analysis of the Proposed County Jail #3 and County Jail #4 Replacement Project”, found that
the City could construct a 384 bed replacement jail at the Hall of Justice. This finding was based
on average daily inmate population data from 1996 to December 2013, reflecting the continued
downward trend in the average daily inmate population.

According to the Controller’s most recent jail population forecast published in June 2015, the
average daily population in 2014 was the lowest it has been since 1982. The Controller’s report
forecast a need for between 120 and 393 beds to replace County Jails #3 and #4. This forecast
assumes that the existing County Jail #6, which is a minimum security dormitory-style jail, and
which is currently closed, would not be reopened.* The low end of the forecast range of 120
replacement jail beds is 264 beds less than the proposed replacement beds of 384.

* The Controller’s June 2015 report identified limitations to re-opening County Jail #6, including the Sheriff's
Department’s transportation costs between San Mateo County where the jail is located and the City; lack of public
transit to the jail; lack of access to in- custody programs; and lack of approprlate space for mental health and other
services.
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RECOMMENDATIONS

. Amend File 15-1175 to specify that the COPs proceeds will be used to refund $12,690,000 in
General Fund monies, which were previously appropriated by the Board of Supervisors in FY
2012-13 through FY 2015-16 to fund Jail Replacement Program costs.

. Amend File 15-1184 to require the Director of Real Estate to report on the details of the
purchase agreement(s) for the four properties to be acquired within five days of the
execution of the purchase agreement. As noted above, under the proposed resolution, the
Directory of Real Estate would be authorized to purchase the subject properties without
further Board of Supervisors approval.

. Amend File 15-1184 to state that the Director of Real Estate is authorized to acquire the
four properties for “up to $14,500,000”.

. Amend File 15-1184 to request the Director of Real Estate to include consideration of the

benefit to the sellers of not paying $248,850 in real property transfer taxes in the
negotiations of the final purchase price.

. Approval of the proposed resolutions (15-1184, 15-1185, 15-1187) and ordinances (15-1174
and 15-1175) are a policy matter for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST

30
3481



3482



S O S,

S e

San Francisco Rehabilitation Detention Facility
SB 863 Award and Project Financing

Board of Supervisors, Budget and Finance Committee

December 2, 2015




ONESF

Building Our Future

Rehabilitation Detention Facility
'CurreniRisks and Needs | | |
]

The HOJ is seismically deficient and dangerous San Francisco region

U Poses appreciable life hazards to inmates and staff

U Uninhabitable after a major earthquake
U Highly vulnerable to structural and non-structural damage (
L}  Outdated, unsafe linear housing units B e TR .
B SEFS (O A% f1ey i 1D
L} Poor visibility and indirect supervision due to linear design United States Geological Survey Fact Sheet 2015-3009, March 2015

3484

increase risk of svicide and assault

Up to 3,000 people use the Hall
of Justice on a given day, making

CI There are urgent freatment and service needs for
it the 2" most used City buildin

the HOJ inmate population

O  Inadequate access to treatment and support programs
O  Insufficient confidential interview and group treatment rooms

Ll  Shortage of treatment beds for persons wrrh severe mental illness

Photo: San Francisco Chronicle
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Rehabilitation Detention Facility

Costs of ““No Jail”
|

' Failing to advance the RDF project comes at a heavy price to San Francisco

r ™
Loss of $80M in State revenue to advance one of San Francisco’s most pressing
capital and public safety needs
- —
No savings to fund new psychiatric respite program w
, . ‘ J ;r)
. ™
Out-of-county placements for inmates, creating distance from support networks
- ’ J
. N
Prolonged structural safety risk to staff, inmates, and the public at the HOJ
N | J
[ . . h
Correctional and rehabilitative staff unable to properly do their jobs due to
poor building design and lack of space
L
, -
Risk of court order or other action requiring construction of a replacement jail

\ J
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Rehabilitation Detention Facility

RDF Design for Improved Service Delivery
|

d Pod-based design of RDF would mean greater AHER WY
access to successful in-house and nearby
transitional support programs

_Percentage of Population in Programs

6th STREET

3487

ci#s
80% HOJ

20%

HARRIET STREET

HOJ vs RDF Building Areas Comparison

(square feet) 7 BRYANT STREET

Beds 905 384 (57)%

Housing , 41,300 15,000 (64)%

Dayroom 22,200 50,000 125%
Classrooms - Program Areas 680 9,000 1,224%
Exercise Yard ‘ 5,900 5,100 52% per inmate
Medical/Health Services 1,200 7,000 483%
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Rehabilitation Detention Facility

Programmatic Need — HOJ Public Health Issues
-

Treatment Space
1 Insufficient confidential interview, group treatment, County Jails 3 & 4

and staff office space (Current HOJ Facility)

L Compromises patient confidentiality law compliance

(1 Reduces treatment efficiency and effectiveness

3488

L Hampers placement upon release

L Poor visibility and indirect supervision increase risk
of suicide and assault

O Limited access to gym area County Jail 5

3 Impacts health, wellness and recovery (Vision for RDF)
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Rehabilitation Detention Facility
Who Do We Serve? | |

Top ten diagnoses are primarily substance use,
mental illness, and chronic diseases

1. Substance use 6.  Skin disorders =
2. Asthma, lung diseases 7. HIV and AIDS | >
3. Hypertension 8. Hepatitis and liver disease

4. Fractures and orthopedic problems 9.  Chronic pain

5.  Psychosis 10. Diabetes
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Rehabilitation Detention Facility
Behavioral Health in the Jails

[ 36% of inmates had contacts with Behavioral Health (BH) staff:
4,918 in FY14-15

d  6.2% of inmates were diagnosed with serious mental illness (SMI):
839 total unduplicated in FY14-15 (vs. 11-17% national average)

" 80% had Substance Use Disorder co-morbidities |

(1 Each SMI inmate had an average of 62 contacts per year with BH staff
due to higher medical needs and longer length of stay

L As we have seen at County Jail #5, improved jail housing design has
the potential to: |

Reduce inmate and staff stress

Positively impact inmate behavior and safety

Improve staff morale

S N N

Facilitate treatment
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Additional Psych Respite Program

1 Acceptance of SB 863 financing allows for reallocation of funds to another
pressing concern for San Franciscans: addressing the needs of justice-
involved persons with mental illness in the community

3491

1 Enables creation of a new Psychiatric Respite Program run by the
Department of Public Health (DPH)

O Program will provide transitional housing and comprehensive mental health and
substance abuse services for individuals being discharged from jail and
collaborative court programs

L Annual $4M operational cost made possible by the SB 863 award

[ San Francisco to invest $1.5M to assist with upfront capital development of the
new voluntary Psychiatric Respite Program

0 Program projected to be operational by FY 17-18
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County Jail Pop »' |

2 Total booked (daily figure): 58 I Total in Alternative Sentencing
0 Total number of inmates: 1270 Programs (daily figure): 112

20 Percentage with “no bdail” status: 43.9% I Total in Community-Based and

3 Percentage with felony charges: 89.9% Contrdcfed Programs: 840

- SVP and Gang classification factors ) Total Out-of-Custody Program
Participants: 952

3492

HOJ Inmate Classifications

331
234
194
116
HOJ Population ~ Maximum No Bail " Bail Over $50K  Bail Up to $50k

Security

Statistics from SF Sheriff's Department for November 20, 2015 |



_— : ” ONESF
ehabilitation Detention Facility ~ Bulling Our Fuare

xisting SHF Programs

4 | N | - ~

Custody Alternatives | In Custody | Post-Custody
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. VAN J

**Starred programs are unavailable to inmates at the HOJ due to space
limitations. All programs would be available to inmates at the RDF.
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Safety — Linear Layout

@ SF has a responsibility for the safety of those housed and working in its
facilities, and current conditions at the HOJ are unacceptable

0 Outdated, unsafe linear housing units

0 Poor visibility and indirect supervision increase risk to inmates and staff

County Jails 3 & 4 County Jail 5
(Current HOJ Facility) {(Vision for RDF)

Direct Supervision

Indirect Supervision
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Controller’s Jail Population Forecast
e

U Large drop in jail population from 2009-2014

[ Population flat in 2014 except for decline after Prop 47
[ Population trending upward in 2015

0
>
- . ¢
Daily Jail Counts «
2014-2015
1600
1400 ~ '
1200 MWWWWM
1000 .
<—Proposition 47 passes
800
600
400
200
0 T 1]
b‘bt'btb‘bbzbtbtb‘b‘bb*‘)‘:%‘)‘o‘)‘)ﬁ‘)‘)‘o
USRI NN N LN NN N MRS
I NN A A
(\\‘\o\‘ ‘b.\ ‘b..\ 6‘0 ‘o\b‘qb‘qb‘a:“A,\‘Q%‘o%‘\oq" \\\ LY \f“,\ \q,\ Ny Q,\ b.\ | XY
S 2" 2O R WO W W e O AT O & A &
W« Wad s W O%Q\Q‘\\OVQ\‘\S\\O \0‘,996090‘@




ONESF

Building Our Future

Rehabilitation Detention Facility

Controller’s Population-Based Analysis
-

[ Forecast suggests need for RDF unless CJ #6 can beused at full capacity

Forecasted Replacement
Jail Bed Need

Option 2: County Jail 6 cannot be used 120 to 393 beds

O Significant issues with CJ #6

O Low security

3496

O Insufficient program/treatment space

U High costs associated with use

County Jail #6, San Bruno |
372 beds, dormitory housing
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Rehabilitation Detention Facility sding Oir i

ail Housing Options Assessment

O City sought contractor to analyze whether CJ#6 could be used
instead of constructing new facility

- Controller hired Dr. James Austin of JFA Institute for analysis

3497

[ Dr. Austin recommended by Adult Probation Department and Office of
the District Attorney
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Jail #6 Alternative — Cost Analysis
.-

] County Jail #6 is not a cost effective alternative

SCENARIO 2

San Francisco RD San Mateo CJ #6 Reconfigured

New pod-based single facility in SF~ Retrofit of CJ #6 to pod-based design PLUS

Project Description PLUS new Psych Respite Program and annex facility for additional beds and
RDF size ) expedited relocation from HOJ required modifications to CJs #1 and #2 P
o _ _ ; <+
reduced from Facility Beds 384 ®
640 beds Self-contained design with proximity to '
courts, family, Public Defender, and local Insufficient space 1o retrofit existing structure
support services for the number of beds needed
Operational \ ) . ]
. . No transportation costs required Pod-based design in remote location
Considerations

requires transportation

Enables urgently needed housing

support program and earthquake safety CEQA approval still needed
preparedness
RDF scope N
reduced from Total Project Budget $305,000,000%
$290M ' " $160,000,000" -

*Scenario 2 does not include cost of replacing CJ #6 in ~25 years or transportation operations
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Capital Perspective |
1 Award of SB 863 frees up resources to relocate all City departments

out of the Hall of Justice by the end of FY20-21, 3 years ahead of
schedule | |

General Fund Debt Program

3500

(Dollars in Millions

FY 2016 SHF Rehabilitation and Detention Facility* 278.0 160.0
FY 2016 HOJ Site Acquisition ' 7.5 - 15
FY 20149 2018 Adult Probation Relocation from HOJ 59.3 59.3
FY 2019 DPH Admin Building Relocation 59.5 59.5
FY 2021 2018 DA and SFPD Relocation from HO]J 227.0 227.0
FY 2022 HOJ Land Purchase, Demolition & Enclosure 480 48.0
FY 2024 JUV Admin Building Replacement 106.6 106.6
FY 2025 - Yard Consolidation : 100.0 100.0
General Fund Debt Total $886 $768
* Note the RDF budget was reduced by $38M prior to submission of the SB 863 application.
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Conclusion | |

San Francisco was awarded $80M and the top score of all counties by the
California Board of State & Community Corrections for its Rehabilitation Detention
Facility (RDF) project to reduce recidivism while protecting public safety.

This award is the last foreseeable opporiunity to use State funds to:

3501

(d Provide safer and more suitable conditions for the inmates and staff
currently at risk at the Hall of Justice (HOJ)

(1 Reduce the number of beds to 384 at the RDF, down 57% from the total at
the HOJ, a 19% system-wide reduction

1 Vastly improve access to treatment and successful programs

O Create and fund a new DPH Psych Respite Program to address the health
and housing needs of justice-involved persons with severe mental illness

(J Build the most cost-effective, rehabilitation-minded option

U Uphold a fundamental capital and public safety responsibility
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Questions & Comments

Naomi Kelly, City Administrator
Brian Strong, Capital Planning Program
Chief Deputy Sheriff Matt Freeman and Kevin Lyons, Sheriff’s Office
Barbara Garcia, Jo Robinson and Albert Yu; Public Health
Ben Rosenfield, Jessie Rubin and Kyle Patterson, Controller’s Office
Jumoke Akin-Taylor and Charles Higueras, Public Works
John Updike, Real Estate
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George Gascon
District Attorney

]

December 2, 2015

The Honorable Edwin Lee

Mayor, City and County of San Francisco
City Hall, Room 200

1 Dr. Carlton B. Goodlett Place

San Francisco, Ca 94102

Dear Mayor Lee,

As the chief law enforcement official for the City and County of San Francisco, I write
today with serious concerns regarding plans to construct another jail. As you know, San
Francisco is a national leader in developing alternatives to incarceration, and due to the
excellent work of individuals across the public safety spectrum our jail is 50 percent
empty. Meanwhile, we continue to experience historically low crime rates. With this
backdrop building a new jail at a cost of at least $240,000,000 in finite taxpayer
resources would be taking a cue from history and from our nation’s sordid past of mass
incarceration. I ask that you join me, the Public Defender, and former Adult Probation
Chief Wendy Still - your partners in the criminal justice system — in taking a step
forward as we implement a modern approach to public safety that meets San Francisco’s
current needs. As cities and states across the country look to the models developed and
unplemented in San Francisco to reduce their reliance on jails and prisons, the
construction of a new detention facility would be a giant step backward and would send
the wrong message from a city that has taken so many innovative strides forward.

A more accurate depiction of our current needs can be deduced by an assessment of
those individuals currently in-custody, or by simply locking at street corners across San
Francisco. With as many as 40 percent of our in-custody population suffering from
some degree of mental illness, it is clear that San Francisco has a mental health
treatment problem, not a jail capaclty problem. We do not need any more jail beds - we
need mental health beds.

Many individuals with mental illness have committed low-level crimes that may not
warrant ongoing incarceration. Additionally, the bench will generally not keep such
offenders in-custody if we lack inpatient facility space to get them treatment. This is
unfortunate, as prosecutors in my office recommend treatment for offenders every day

850 BRYANT STREET, THIRD FLOOR - SAN FRANCISCO, CALIFORNIA 94103
RECEPTION: (415) 553-1752 * FACSIMILE: (415) 553-9054
3503
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who, with limited exception, must get help in order to reduce their likelihood of
recidivating. The need for these services cannot be overstated, as we are currently
running a 9o-day average wait time for mental health beds through our Behavioral
Health Court (BHC), so only those offenders who commit more serious crimes will be
in-custody long enough to receive a referral to an inpatient treatment facility. The result
is that individuals with mental illness are released back onto our streets without
receiving the treatment they need, and they often reoffend only to be re-released under
the same circumstances. This is unsustainable, and it is a primary cause of both
homelessness and the quality of life crimes that San Franciscans endure without relief.

Many contend that the jail must be built in order to accommodate the 344 inmates at
CJ-4 who need to be moved from that aging facility. While I completely agree that these
inmates need to be moved, I disagree with the assertion that the only answer for housing
them is to build a new $240,000,000 facility. I understand that this project has been in
the works for years, but this is a massive infrastructure investment that was developed
in another era, and it does not meet our current needs.

As indicated, our jails are at roughly 50 percent capacity, and accordingly there is more
than enough room to house the 344 inmates currently located at CJ-4. The 7
disagreement is not around capacity; it revolves around the classification of inmates and
how they may be housed together in order to ensure their safety. I ask that you take into
consideration the fact that there is currently an entire pod that remains vacant at €J-2,
that a recent study.released by the Controller found that the Sheriff’s classification
system is over classifying many inmates, and the fact that no study has ever adequately
investigated the prospect of renovating CJ-6 with the $80 million grant from the state to
house medium-risk inmates and additional programming space. Moreover, we continue
to lease approximately 45 jail beds to the federal government at the seismically
vulnerable Hall of Justice. The Sheriff's Department entered into this agreement a year
ago in order to increase revenues, but such an agreement should be terminated and
alternatives must be considered before we make such a massive infrastructure
investment. Above all, however, it is imperative to consider the fact that roughly 40
percent of our entire in-custody jail population suffers from some level of mental illness.
Our current strategy of warehousing these offenders with the general population ignores
the findings of leading researchers which indicate that these individuals cannot get the
treatment they need in our jails. If even a fraction of the 40 percent of our in-custody
population that suffers from some level of mental illness had their cases handled
through a mental health treatment facility, instead of through the traditional criminal
justice process, we would have more than ample space to house the 344 inmates
currently located at CJ-4, we would reduce recidivism among individuals with mental
illness, and could avoid building a $240,000,000 jail.
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The decision before the board is a value judgment that weighs a project originally
envisioned when our jail population was nearly twice what it is today - and a huge
expenditure in support of the project - versus our current needs. This is a significant
sum of taxpayer resources that should be focused where currently needed: San
Francisco should invest in mental health treatment services.

In closing, I believe San Francisco is on the cusp of making a terrible mistake that we
will look back on as wasteful and out of touch for years to come, San Franciscans expect
us to make sound investments for their public safety. Rushing to build a new jail ata
cost of $240,000,000, without considering alternatives that address current trends in
the criminal justice system is irresponsible. I strongly urge the Board to direct the
Controller to conduct a comprehensive assessment of alternatives to a new jail in
partnership with your public safety leaders. We have a rare opportunity to invest in
mental health treatment services, thereby meeting current public safety needs which
will bring relief to the citizens of San Francisco. '

Thank you for your time and consideration.

Sincerely,

London Breed, President, SF Board of Supervisors
Eric Mar, SF Board of Supervisors

Mark Farrell, SF Board of Supervisors

Julie Christensen, SF Board of Supervisors

Katy Tang, SF Board of Supervisors

Jane Kim, SF Board of Supervisors

Norman Yee, SF Board of Supervisors

Scott Weiner, SF Board of Supervisors

David Campos, SF Board of Supervisors

Malia Cohen, SF Board of Supervisors

John Avalos, SF Board of Supervisors

Angela Calvillo, SF Board of Supervisors, Clerk of Board
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Causes and Copseguences (2014)].

I have been studying the effects of various conditions of confinement for
many decades and often have testified in state and federal courts in cases
challenging the constitutionality of various prison conditions and
practices, especially those that affect mentally ill inmates. My research

and testimony has been cited by many courts, including the United States
Supreme Court in the landmark case that required a significant reduction
in the size of the overall California prison population [Brown v.
Plata/Coleman, 131 S.Ct. 1910 (2011)] and precipitated the "realignment"”

of responsibilities between the state prisons and county jails.

With that background and experience in mind, I write as a long-time
“veteran” of the attempt to provide constitutionally adequate mental
health care to California jail inmates and state prisoners. Indeed, I
began working on the Coleman case (that led to the ruling in Brown v.
Plata/Coleman) more than 20 years ago, and I have I watched (and
often participated in) the process by which the California Department of
Corrections and Rehabilitation has struggled to address the myriad
failures and flaws in its mental health care delivery system. Indeed, in
part because of my early involvement in Coleman, I have studied thxs
process in many other states as well. I have become very mindful of
both the extraordinary expense involved and nearly insurmountable
hurdles that prison and jail systems face when they try to effectwe]y and
humanely address the needs of this vulnerable population of prisoners
inside the walls of a correctional institution.

Jails and prisons are fundamentally places of punishment and control, not
treatment and caring. I intend this statement less as a criticism than an
observation about their essential nature, design, and purpose. But it is an
observation that is critically important for understanding why it is so
difficult to create and maintain an effective system of mental health care
inside a jail or prison. All of the momentum inside such institutions—from
their architecture to ideology—presses in the opposite direction. Moreover,
because of the way they are run and the assumptions by which they
operate, ultimate decision-making authority is virtually always vested in
the hands of correctional staff, not treatment personnel.

My own view—based on many years of experience studying these issues
in California and elsewhere—and confirmed by every study I know of
that has been done on the topic, is that it is extraordinarily difficult to
provide even mlmmally adequate mental health treatment and care
inside jails and prisons. Mentally ill prisoners are especially vulnerable
to a wide range of potential harms in correctional facilities. Thus, they
are more likely to incur disciplinary infractions, are more likely to be
victimized by other prisoners, and are more likely to be the targets of use
of force by correctional staff. In fact, they often find themselves mired in
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a vicious cycle in which their disciplinary infractions lead to sanctions
that include isolation or solitary confinement, where their mental health
further deteriorates and the likelihood of future infractions increases,
.and their psychiatric condition continues to spiral downward.

It is essential that San Francisco’s decision-makers recognize that these
intrinsic problems are not born of bricks and mortar, and the
construction of a cleaner, more modern and very expensive jail will not
solve them.

The extraordinary expense and enormous hurdles involved in trying to
surmount these myriad problems could not have been more clearly
demonstrated than in the Coleman litigation itself, where hundreds of
millions of dollars and two decades of hard work were still not sufficient to
create a constitutionally adequate mental health delivery system for
thousands of California prisoners. I urge you not to make the same
mistake as some other California counties have, by trying to “build your
way out of” the crisis of mental health care in the county's jails, or assume
that a massive new treatment jail, and an additional measure of training
and influx of personnel (both of which can be salutary) will come close to
solving the problem.

Instead, I would urge you to abandon plans to build a new jail, plans first
developed roughly a decade ago. A lot has changed in the past nine
years, as San Francisco’s in-custody needs have been reduced drastically,
while the city’s mental health treatment needs continue to rise. With
your leadership San Francisco should develop a significant program of
diversion for people with mental illness who are arrested and charged

. with non-violent offenses. Failing to do so would be a disservice to the
progress made by San Francisco’s criminal justice entities. Indeed, the -
most recent figures I am aware of indicate that as many as 40% of the
individuals currently in-custody in San Francisco’s jails have some
degree of mental illness. Their very significant needs can be better
addressed in community-based treatment programs.

In addition, the cost of building and operating a “treatment” or “mental
health” jail will be far higher than community treatment and an
aggressively pursued program of diversion.

I recognize that many inmates with mental illness are not suitable
candidates for diversion, and that the Board may need to consider some
new construction of mental health beds for that population. But the
number of new beds should be kept at an absolute minimum and only
after a strong and effective diversion program has been implemented
and expanded. New construction should be calculated as necessary only
after the effects of an expanded program of diversion are taken into
account.
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In a certain sense, diversion embodies the logic of “realignment” but
extends it from the jail system into the surwundmg community. That is,
in the same way that realignment envisions local jails as places that are
better able to anticipate and respond to the needs of local residents, and
to draw on community resources in order to do so, the current Motion
recognizes that community mental health agencies and programs are
even better positioned to respond with even more sensitivity to the
specialized needs, problems, and issues of local residents. In the same
way that realignment was designed to alleviate prison overcrowding and
ensure that it would no longer stand as an insurmountable barrier to the
delivery of adequate mental health care in prison, diversion into
community mental health agencies and programs alleviates
overcrowding in the jails, thus allowing those jail inmates who cannot be
placed in the community for safety-related reasons to receive adequate
mental health care that is not impeded by serious levels of jail

" overcrowding, It also has the great advantage of providing those persons
who can be mote appropriately treated in the community with the
opportunity to receive more appropriate, specialized treatment that is
tailored to their individual needs. In addition, they can avoid the negative
- dynamics and effects of being housed in a harsh correctional setting, and
be spared the kind of victimization that too often occurs there. '

From my perspective, and for the aforementioned reasons, a community
diversion and alternative community treatment model promises to-be a
far more cost-efficient and humane approach to addressing the needs of
the mentally illin the criminal justice system than the construction of a
large “mental health jail.” 1 sincerely hope that you will seriously consider
the negative legal and humanitarian consequences that will almost
invariably follow from the construction of an expensive “mental health
jail.™ ~

Thank you for considering my comrents,
Sincerely,
Craig Haney Ph.D.,J.D.. ‘
Distinguished Professor of Psychology,

Director, Program in Legal Studies;
and UC Presidential Chair, 2015-2018
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SAN FRANCISCO BRANCH N/4A CP

Many African Americans who have'n’t been forced from their San Francisco homes following decades of unjust
city policies have been herded into the city’s jails. Now an effort is underway to keep them locked up.

San Francisco was just awarded an $80 million state grant that it intends to use to build a brand new $240 million
jail to replace its current facility at 850 Bryant St. '

As the lack of emphasis on education, jobs and affordable housing continue to decimate the city’s African
American population, the city is considering spending hundreds of millions of dollars on the kind of housing that
leads to despair instead of hope.

Our people helped build this city as a technology powerhouse. During WWII, we traveled here from around the
country to work in the shipyards. When the war and shipbuilding ended, we were passed over for whatever jobs
remained and our once thriving communities became ghettos. That led to so-called “urban renewal,” which did
nothing more than displace our merchants and slash the African American population of this city in half over the
course of a few decades. )

Today, with the city economically thriving, instead of investing in plans to boost our most vulnerable
communities in terms of education, jobs, affordable housing and health care, we are considering spending
hundreds of millions of dollars on a new jail. The plan would effectively withhold investment in our communities
until after our most at-risk members become desperate enough to break the law. It makes no sense. This city
should celebrate the innovative community programs and legislation that helped reduce San Francisco’s jail
capacity by increasing its contributions to them. We should be building forward-thinking job-training programs,
not fancy warehouses for inmates. This jail plan goes against everything this city stands for in terms of tolerance
and innovation. :

Some people are apparently so earnest to jail us, they’ll have the city go into debt. A large chunk of the funds to
build the new jail facility would be loaned. A report stated payments will cost taxpayers about $600 million for

the project.

. As Andrew Szeto of Critical Resistance Oakland has said, imagine what a fraction of that money could do to help
solve San Francisco’s affordable housing crisis.

We vow to fight any plan that attempts to incarcerate rather than celebrate African Americans who have spilled
the blood, sweat and tears to make this city great.

Df. Amos C. Brown, President
NAACP Branch, San Francisco

{December 2, 2015)
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No New Jail in San Francisco

My family/community/neighborhood will be harmed if SF ‘I»Juilds this jail because
We need the City to spend our funds on (resources and services) instead.

Don’t push this jail plan forward without hearing from the community and budget analysts
on possible alternatives to creating more cages. ~

1. The state financing is not free money.
- The jail' will cost the City at least $216 million from our own budget It will create 30 years
of debt for our taxpayers. '
- This is money that could be used for __ gk, '{ \/(UNX“ e Lorvies (el
the Board of Supervisors what you think our money should -be used for and why).
2, Jail capacity is already low. We don’t need more beds.”

i

- As of June 11, 2015, SF jail capacity was at 50%. With s'imple bail reform and
expansion of diversion programs, that number will contlnue to drop, making a new
jail even more unnecessary than it already is.

- Over 85% of the county’s jail population is pre-trial. These are pnmanly people locked
up simply for not being able to afford bail. We must stop punlshlng people for being

. poor.

- - The City of SF and State of CA have just been sued for bail reform. lf successful bail
reform would dramatically reduce the number of people in SF s jall system, pOSSIbly even
before the proposed ground breaking date.

3. We need Mental Health in Communities not Cages

- At least one in five people in the SF jail system is in need of mental'health support.

- Jails are not and will never be adequate places to prov:de for people with mental
health needs because . ~(tell the Supervisors why).

- SF needs to expand out of custody programs where people with-mental health needs
have access to healthcare within their communities.

4. San Francisco can be Safer and Stronger without'the Proposed New Jail.

- African Americans are approximately of 5% of SF’s population and 56% of SF jail
population. San Francisco must stand against this kind of racism.
- About 25% of those in jail were homeless before being imprisoned and many more may
be homeless upon release. A new jail will worsen homelessness in SF. ‘
- There are currently more than 2.7 million children in the United States with a parent who
s incarcerated. Jails do not make cities safer or communltles stronger. Jails tear families
: apart They take parents away from their children.
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Resolution of Letter Carriers Union — Golden Gate Branch 214 — Adopted September 2. 2015

Oppose the Proposed Costly and Unnecessary New San Francisco Jail

Whereas, while San Francisco is in critical need of funding for public education,
affordable housing, social services and health care, the Sheriff proposes to spend
$240 million [up to $465 million including financing; 30 years of debt] of taxpayer
dollars to build an unnecessary new 384 bed jail in downtown San Francisco; and

Whereas, the reality is that San Francisco already has too much jail space. There
are approximately 1,000 empty beds every single day in S.F. county jails. Jail
population has been declining steadily, remaining at 62-65% of its total jail
capacity for almost four years [50% capacity of current buildings with the entire
CJ#6 sitting empty]. In other words, over 35% of the city’s jail system is unused
and 85% of the S.F. jail population is simply awaiting trial; and

Whereas, proponents of the plan say we need their new jail to replace the old one
at 850 Bryant Street because the building is seismically unsound. However, there
is already an excess of empty jail beds and no need to increase jail capacity. The

jail at 850 Bryant can be closed immediately without building a replacement; and

Whereas, this controversial jail construction plan is opposed by S.F. District
Attorney Gascon, the teachers’ union (United Educators of San Francisco),
National Lawyers Guild, Coalition on Homelessness, Community United Against
Violence, S.F. Human Services Network, People Organized to Win Employment
Rights, S.F. Tenants Union, Critical Resistance, and Western Regional Advocacy
Project, among many others; and

Whereas, San Francisco can expand its prevention, pretrial alternatives and
diversion programs and promote bail and sentencing reform — and thereby reduce
the jail population for a fraction of the cost of building a new jail and paying huge
interest and annual General Fund operating expenses over many years. These
alternatives to incarceration have proven to be best for keeping families together,
stabilizing communities, and preparing prisoners for a productlve life on the
outside; and

Whereas, 42 California counties are currently choosing the dangerous path of jail
construction and expansion instead of community-based alternatives to
incarceration. Prison and jail expansion has had a particularly devastating effect
on poor and working people of color. San Francisco has an opportunity to act
against this destructive trend of unrestrained prison and jail growth.

Therefore be it resolved, that Golden Gate Branch 214 of the National Association
of Letter Carriers formally oppose the costly and unnecessary San Francisco Jail
Replacement Project, and urge others, including the San Francisco Labor Councﬂ
to do the same. 3513 ~v.4
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City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Yputh Commission

FROM: Victor Young, Assistant Clerk 7###»
Board of Supervisors

DATE: November 23, 2015

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS
Budget and Finance Committee

The Board of Supervisors’ Budget and Finance Committee has received the following
proposed legislation, which is being referred to the Youth Commission, per Charter
Section 4.124, for comment and recommendation.

File No. 151174

Ordinance authorizing the execution and delivery of Certificates of
Participation on a tax-exempt or taxable basis evidencing and representing
an aggregate principal amount of not to exceed $215,000,000 to finance the
costs of acquisition, construction, and installation of certain additions and
improvements for a rehabilitation detention facility to be located on
property within the City; authorizing the issuance of commercial paper
notes in advance of the delivery of the Certificates; approving the form of
Trust Agreement between the City and County of San Francisco and the
Trustee (including certain indemnities contained therein); authorizing the
selection of the Trustee by the Director of Public Finance; approving
respective forms of a Property Lease and a Lease Agreement, each
between the City and the Trustee for the lease and lease back of all or a
portion of certain hospital property and facilities; approving the forms of
Purchase Contract, Official Notice of Sale, and Notice of Intention to Sell
Certificates; directing the publication of the Notice of Intention to Sell
Certificates; approving the form of the Preliminary Official Statement and
the form and execution of the Official Statement relating to the sale of the
Certificates; approving the form of the Continuing Disclosure Certificate;
granting general authority to City officials to take necessary actions in
connection with the authorization, execution, sale, and delivery of the
Certificates; approving modifications to documents and agreements;
declaring the City’s intent to reimburse certain expenditures; and ratifying
previous actions taken in connection therewith.
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File No. 1561175

Ordinance appropriating $215,000,000 in Certificates of Participation for
construction of the Rehabilitation Detention Facility and associated costs
in FY2015-2016, and placing these funds on Controller’s Reserve pending
the sale of the Certificates. -

File No. 151180

Resolution amending the City’s ten-year capital expenditure plan for FYs
2016-2025 to accept an award of $80,000,000 from the California Board of
State and Community Corrections for the proposed Rehabilitation and
Detention Facility Project and to recognize the revised scope thereof; and
to advance projects within the Justice Facilities Improvement Program
financed through the Capital Plan’s General Fund Debt Program.

File No. 151184

Resolution authorizing the acquisition of real property at 814-820 Bryant
Street, 444-6 Street, 450-6 Street, and 470-6 Street (Assessor’s Block No.
3759, Lot Nos. 009, 012, 014, 043, and 045) from Lin Trust, Musso Trust, and
Myung Chun, respectively; and the issuance of Commercial Paper Notes in
an aggregate principal amount not to exceed $14,500,000.

File No. 151185 Resolution authorizing the execution and delivery of tax-
exempt and/or taxable commercial paper notes in an aggregate amount of
up to $11,310,000 to provide interim funding for the construction of the
Rehabilitation Detention Facility to replace County Jail No. 3 and County
Jail No. 4; and determining other matters in connection therewith.

File No. 151187 ,

Resolution authorizing the Sheriff's Department to accept and expend
$80,000,000 of lease revenue bond financing from the State Public Works
Board to fund the construction of the Rehabilitation and Detention Facility
project to replace County Jail No. 3 and County Jail No. 4.

Please return this cover sheet with the Commission’s response to Linda Wong at the
Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San
Francisco, CA 94102.

E T L T L T e T T T

RESPONSE FROM YOUTH COMMISSION  Date:

No Comment

Recommendation Attached

Chairperson, Youth Commission

3516



CITY AND COUN TY OF SAN FRANCISCO

OFFICE OF THE CONTROLLER Ben Rosenfield
’ Controller

Todd Rydstrom
— Deputy Controller

Nadia Sesay
Director
Office of Public Finance

MEMORANDUM

TO: Honorable Menibers, Board of Supervisors
FROM: Nadia Sesay, Director é_%
. Controller’s Office of Public Finance .

SUBJECT: Ordinance Authorizing the Execution and DeliVery of Certificates of Participation
(Rehabilitation Detention Facility Project)

DATE: November 16, 2015

I respectfully request that the Board of Supervisors (the “Board”) consider for review and
adoption the ordinance authorizing the execution and delivery of not to exceed par amount of
$215,000,000 in City and County of San Francisco Certificates of Participation and related
supporting documents financing the construction of the Rehabilitation Detention Facility.

In connection with this request, the ordinance approving the execution and delivery of the
certificates, supplemental appropriation ordinance to appropriate the certificate proceeds, and
related supporting documents are expected to be introduced at the Tuesday, November 17, 2015
Board meeting, and we respectfully request that the items be heard at the Wednesday, December
2, 2015 Budget and Finance Committee meeting.

The Rehabilitation Detention Facility Project:

Approval of the ordinance would authorize the City to deliver and execute not to exceed par
amount of $215,000,000 in City and County of San Francisco Certificates of Participation
(Rehabilitation Detention Facility Project) in one or more series (the “Certificates™) to finance
land acquisition, design, and construction of the City’s Rehabilitation Detention Facility (the
“Project”) possibly located on the block immediately east of the existing Hall of Justice (“HOJ”)
bounded by Bryant, Sixth, Harriet Street, and Ahermn Way. The Project, further described below,

is a major component of the City’s overall Justice Facilities Improvement Program (JFIP).

Background on the Justice Facilities Improvement Program

The San Francisco Sheriff’s Department (“Sheriff’s Department”) manages four jails in San
Francisco and two in San Mateo County. Two of the jails, County Jail #3 and County Jail #4, are
located in the HOJ alongside the Superior Court, Police Headquarters, the District Attorney’s

1 DR. CARLTON B. GOODLETT PLACE, ROOM 336 SAN FRANCISCO, CALIFORNIA 94102

(415) 593545}
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Office, and other City agencies. The HOJ, which opened in 1961, has been found to be
susceptible to severe structural damage in the event of an earthquake. The City and County of
San Francisco has determined that these inadequacies cannot be remedied outside of a significant
capital improvement effort. In addition, the antiquated design and space constraints of County
Jail #3 and County Jail #4 create safety concemns and limit the Sheriff’s Department’s ability to
offer in-custody programs to inmates. As a result of these existing needs, the City plans to
replace County Jail #3 and County Jail #4. ’

In response to the City's low inmate population and uncertainty about the impact of State Public
Safety Realignment, the City's 2014-2023 Capital Plan recommends a project to replace County
Jail #3 and County Jail #4 with fewer beds than the current number of beds. The Controiler's
Office forecasts the need for a replacement jail in 2020 (the tentative completion date of a
replacement jail) containing 384 beds to replace the 905 beds in County Jail #3 and County Jail
#4. :

The proceeds of the Certificates will be used to finance the replacement of existing maximum
security County Jail #3 and County Jail #4 located on the 6th and 7th floors at the HOJ, currently
located at 850 Bryant, with a new adult detention facility with podular housing for direct
supervision and medical and mental health unit, on a developable parcel of approximately 35,000
square feet, possibly on the block immediately east of the existing HOJ, bounded by Bryant,
Sixth, Harriet Street, and Ahern Way. -Construction on the project is scheduled to commence in
summer 2017 with a tentative completion date of winter 2020.

The Certificates: :
Under the proposed ordinance, the City will structure the Certificates as an abatable asset-
transfer lease by and between the City and a third-party trustee pursuant to a Property Lease,
Lease Agreement, and Trust Agreement. ‘

Property Lease and Lease Agreement: Pursuant to the Property Lease, the City leases a City-

owned property to a third party trustee. Pursuant to the Lease Agreement, the City leases back

the leased property, together with the improvements financed with proceeds of the Certificates,

from- the third party trustee. The City makes annual base rental payments to the third party

trustee in amounts required to repay the Certificates. When the Certificates are finally paid, the

Property Lease and the Lease Agreement terminate. The City’s general fund secures the
repayment of the Certificates (see The Current Plan of Finance below).

Trust Agreement: Pursuant to the Trust Agreement between the City and a third party trustee
acting on behalf and for the benefit of Certificates holders, the trustee administers and disburses
Certificate payments and enforces the covenants and remedies in the event of a default by the
City. The Trust Agreement provides for the terms of the Certificates, prepayment provisions,
events of default, remedies in the event of default, and other related administrative provisions.
The trustee holds proceeds derived from the sale of the Certificates and disburses payments for
the costs incurred for the Project, as directed by authorized City representatives. The ordinance
delegates selection of the third party trustee to the Director of Public Finance, and the trustee will
be selected based on the lowest fees and other considerations via a competitive request for
proposal. ‘ ‘
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The Leased Property: It is anticipated that a portion of Lot 001, Block 4154, known as 1001
Potrero Avenue, San Francisco located at the City-owned San Francisco General Hospital
campus (the "Leased Property") will serve as the Leased Property for the Certificates.

The Property Lease and Lease Agreement between the City and trustee, reqmres the City to
make base rental payments seml-annually in an amount sufficient to pay total base rental
payments when due.

The Trust Agreement between the City and the trustee reciuires that the base rental payments be
deposited semi-annually in the base rental fund maintained by the trustee. The trustee will apply
such amounts as is necessary to make base rental payments with respect to the Certificates.

The Current Plan of Finance:

The proposed ordinance authorizes the execution and delivery of Certificates in a par amount not
to exceed $215,000,000. Based on Project cost estimates and schedules, the Office of Public
Finance expects to deliver $208,305,000 under conservative assumptions of market conditions
prevailing at the expected time of sale. The additional authorized amount above the expected
delivery amount allows for fluctuations in market interest rates from the date of authorization by
the Board to the time of the sale of the Certificates, and the attendant increases in required
deposits for capitalized interest, debt service reserve fund, and delivery date expenses in the
event interest rates were to increase from current levels. ‘

In August 2015, the City submitted an application for SB 863 financing up to $80,000,000 that .
would offset the estimated $240,000,000 cost of developing and constructing the Rehabilitation
Detention Facility Project, reducing the City's total costs to $160,000,000. Of the $240,000,000
expected aggregate costs of the Project, the Certificates are anticipated to contribute
approximately $160,000,000 to the Project.

The proceeds will also be used to fund capitalized interest during the construction period of the
Project, including accrued interest and fees from prior commercial paper financing; fund the debt
~ service reserve account for the Certificates established under the trust agreement; and pay costs
of execution and delivery of the Certificates.

Commercial Paper: The current plan of finance anticipates utilization of the City’s commercial
paper program launched by the City in June 2010 (Reso No. 85-09 and Reso No. 136-10) to
finance certain interim costs of the Project, including preliminary design, planning, and
permitting costs. The City increased the total authorization level of its commerc1a1 paper
program to $250,000,000 in July 2013 (Reso No. 247-13).

Commercial paper is an alternative form of short-term (or interim) financing for capital projects
that permits the City to pay project costs as project expenditures are incurred. Commercial paper
notes are issued only when needed to pay project costs as they are incurred. Commercial paper
has a fixed maturity date from one to 270 days, compared with a final maturity of 20- to 30-years
for the City’s typical long-term obligation. On the maturity date, the commercial paper note may
be “rolled” (or refinanced) with the re-issuance of commercial paper notes for additional periods
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of up to 270 days or ﬁnally retired with the issuance of long-term obhgat1ons once the project is
complete and the final project cost is established.

As of October 2015, the City has issued and outstanding $59,300,000 in aggregate par amount of
commercial paper notes providing interim financing of project costs for the Hope SF Project,
Moscone Expansion Project;, 900 Innes Project, and SFGH capital equipment acquisitions. The
average interest cost on the City’s outstanding commercial paper is 0.06% with approximately
$170,000 in interest accrued for projects currently utilizing the City’s commercial paper
program. :
Y

The Certificates: The Certificates are expected to be executed and delivered in an amount
sufficient to fully pay the costs of the Project, including any previously issued commercial paper
and capitalized interest financing the Project. Table 1 outlines anticipated sources and uses for

- the Certificates.

- Table 1: Anticip'ated Sources and Uses from the Delivery of the Certificates.

Estimated Sources ' Amount
Par Amount | | ' $ 208,305,000
Total Estimated Sources . § 208,305,000
Estimated Uses
Refunding Fund Deposit $ 160,000,000
Project Fund - 159,680,639 '
Controller's Audit Fee 319,361
Other Fund Deposts | $ 46,774,712
Capitalized Interest Fund : 28,953,214
Debt Service Reserve Fund 17,821,498
Other Costs of Issuance . $ 1,530,288
Cost of Issuance 801,220 '
Underwriter's Discount - 729,068 )
Total Estimated Uses ' $ 208,305,000

The authorized amount above the expected delivery amount of - $208,305,000 allows for
fluctuations in market conditions from the date of recommendation by the Capital Planning
Committee and authorization by the Board of Supervisors to the time of the sale of the
Certificates. The Office of Public Finance expects the Certificates to have a matunty of
approximately 20 years. :

Based upon conservative estimates of approximately 5.022% interest rate, the Office of Public
Finance estimates that fiscal year net base rental payments on the Certificates average
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approximately $17,818,000. The anticipated total par amount of $208,305,000 is estimated to
result in approximately $98,815,666 in interest payments over the life of the Certificates. The
total base rental payments over the life of the Certificates total approximately $307,120,666.
Based on market conditions expected to exist at the time of the sale, the Certificates could be
structured up to a 30-year life.

Method of Sale and Purchase Contract: In connection with the execution and delivery of the
Certificates, the proposed ordinance delegates to the Director of Public Finance the authority to
sell the Certificates by either a competitive or negotiated sale pursuant to a purchase contract.

The execution and delivery of the Certificates m11'proceed sibject to the Board’s review and
approval of the form of Official Statement prepared in connection with the Certificates.

Financing Timeline:
Schedule milestones in connection w1th the financing may be summanzed as follows

Milestone , Date*

e Consideration by the Capital Planning Committee . - November 16, 2015
e Introduction of legislation and supporting materials to the Board November 17, 2015°
e Closing & delivery of Certificates TBD

*Please note that dates are estimated unless otherwise noted.

Additional Information:

The Capital Planning Committee reviewed and recommended the ordinance to the Board of
- Supervisors on Monday, November 16, 2015. The ordinance is expected to be introduced at the
Board of Supervisors meeting on Tuesday, November 17, 2015. The related financing -
documents—including the Supplement to Trust Agreement, Supplement to Project Lease,

Supplement to Property Lease, Preliminary Official Statement, Official Notice of Sale, Notice of
Intention to Sell, Appendix A, and Purchase Contract—will also be submitted.

. The Preliminary Official Statement. The proposed ordinance also approves the form of
Preliminary and final Official Statement relating to the Certificates (the “Official Statement™).
The Official Statement has been updated to reflect the City’s financial condition, including the
adopted ten-year capital plan; update to the Five-Year Financial Plan; the Controller’s release of
the Revenue Letter; and the adoption by the Board and approval by the Mayor of the Original
Budget. The information contained in the Appendix A to the Official Statement was updated as
of June 17, 2015 and was prepared by City staff for inclusion in the Official Statement.

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

publication generally circulated throughout the State of California. '

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

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

Appendix A: The City prepares the Appendix A: “City and County of San Francisco—
Organization and Finances” (the “Appendix A”) for inclusion in the Official Statement. The
Appendix A describes the City’s government and organization, the budget, property taxation,
other City tax revenues and other revenue sources, general fund programs and expenditures,
_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 expenditures, and litigation and risk management.

- Continuing Disclosure Certificate: The City covenants to provide certain financial information
and operating data relating to the City (the “Annual Report™) not later than 270 days after the end
of the fiscal year and to provide notices of the occurrence of certain enumerated events, if
material. The Continuing Disclosure Certificate describes the nature of the information to be
contained in the Annual Report or the notices of material events. These covenants have been
made in order to assist initial purchasers of the Certificates in complying with the Securities and
Exchange Commission Rule 1502—12(b)(5)

Your cons1derat10n of this matter is greaﬂy apprec1ated Please contact Nadla Sesay at
415- 554 5956 or nadia.sesay@sfgov.org if you have any questions.

CC:  Angela Calvillo, Clerk of the Board of Supervisors
-Ben Rosenfield, Controller
Nicole Elliot, Director of Legislative & Govermnment Affairs
Kate Howard, Mayor’s Budget Director
-‘Mohammed Nuru, Director of Public Works
Jumoke Akin-Taylor, Project Manager
‘Harvey Rose, Budget and Legislative Analyst
Brian Strong, Director, Capital Planning Program
Mark Blake, Deputy City Attomey '
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TRUST AGREEMENT

by and between the
CITY AND COUNTY OF SAN FRANCISCO
and

~ [TRUSTEE],
as Trustee

Dated as of [Dated Date]
Relating to:

$[Amount] ’
CERTIFICATES OF PARTICIPATION
(REHABILITATION DETENTION FACILITY PROJECT)
" SERIES 201 _ '
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TRUST AGREEMENT -

THIS TRUST AGREEMENT, dated as of [Dated Date] (this “Trust Agreement”), by and
between the CITY AND COUNTY OF SAN FRANCISCO (the “City”), a charter city and
county organized and existing under its Charter and the Constitution and laws of the State of
California, and [TRUSTEE], [a banking association organized and existing under the
laws of |, both as trustee hereunder (the “Trustee” or “Certificates Trustee™) and
as Project Trustee (as defined herein);

WITNESSETH -

WHEREAS, the City desires to provide for the acquisition, construction and installation
of certain additions and improvements to be located at (as further described
herein, the “201_ Project”); and

WHEREAS, in connection therewith, the City is causing certain property located at
_and the facilities and structures related thereto (as further defined in the Lease
Agreement, the “Facilities”) and the real property on which such Facilities are situated (the
“Site” and, together with the Facilities, the “Leased Property”) to be conveyed to the Project
Trustee, as trustee for the Project Trust, pursuant to a Property Lease, dated as of the date hereof
(the “Property Lease™); and

WHEREAS, concurrently herewith, the: City and the Project Trustee, as trustee for the
Project Trust, have entered into a Lease Agreement, dated as of the date hereof (the “Lease
Agreement”), pursuant to which the City has leased the Leased Property from the Project Trustee
for the City’s public purposes; and

' WHEREAS, pursuant to the Lease Agreement the City has agreed to make certain
payments of Base Rental and Additiona] Rental (both as hereinafter defined) to the Project
Trustee for the use and occupancy of the Leased Property; and

WHEREAS, the Trustee, as Certificates Trustee, shall execute and deliver the hereinafter
described certificates of participation (the “Certificates™), evidencing proportionate interests in-
all of the rights of the Trustee under the Property Lease and the Lease Agreement, including the
right to receive Base Rental payments payable thereunder, and shall undertake such other
responsibilities as are assigned to the Trustee pursuant to this Trust Agreement; and

WHEREAS, the City has determined that all acts, conditions and things required by law
to exist, to have happened and to have been performed precedent to and in connection with the
execution and entering into of this Trust Agreement do exist, have happened and have been
performed in due time, form and manner as required by law, and the partles hereto are duly
authorized to execute and enter into this Trust Agreement;

NOW, THEREFORE, in consideration of the premises, of the acceptance by the Trustee
of its duties hereby imposed, and of the purchase and acceptance of the Certificates by the
Owners (as defined hereinafter), and to fix and declare the terms and conditions upon which the
Certificates are to be executed, delivered and accepted by all Persons who shall from time to
time be or become Owners thereof, and to secure the payment of the principal and interest
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evidenced by the Certificates according to their tenor, purport and effect, and to secure the
performance and observance of all of the covenants, agreements and conditions contained herein,
therein and in the Property Lease and the Lease Agreement, the City and the Project Trustee do
hereby grant and assign to the Certificates Trustee for the benefit of the Owners, subject only to
the provisions of this Trust. Agreement, the Property Lease and the Lease Agreement (such
property being collectively herein referred to as the “Trust Estate™), the following:

| L
A All right, title and interest of the Project Trustee in and to the Property Lease and the

Lease Agreement, including all Base Rental payments made by the City pursuant to the Lease
Agreement; '

1L

All right, title and interest of the City and the Project Trustee in and to all amounts on
hand from time to time in the funds and accounts established hereunder (except for amounts on
deposit in the Rebate Fund pursuant to the terms of this Trust Agreement); and

1.

All funds, moneys and securities and any and all other rights and interests in property
whether tangible or intangible from time fo time hereafter by delivery or by writing of any kind
conveyed, mortgaged, pledged, assigned or transferred as and for additional security hereunder
for the Lease Agreement or the Certificates by the City or the Project Trustee or by anyone on its
behalf or with its written consent to the Trustee, which is hereby authorized to receive any and
all such property at any and all times and to hold and apply the same subject to the terms hereof;

TO HAVE AND TO HOLD all the same with all privileges and appurtenances hereby
- conveyed and assigned, or agreed or intended so to be, to the Trustee and its successors in said
trust and to them and their assigns forever;

IN TRUST NEVERTHELESS, upon the terms and trusts herein set forth, for the equal
and proportionate benefit, security and protection of all Owners from time to time of the
Certificates executed and delivered under and secured by this Trust Agreement without privilege,
priority or distinction as to the lien or otherwise of any Certificates over any of the other
Certificates, upon the trusts and subject to the covenants and conditions hereinafter set forth;

ARTICLE I

APPOINTMENT OF TRUSTEE; DEFINITIONS

Section 1. ‘Appointment of Trustee. The Trustee is hereby appointed to act solely as
set forth herein, to receive, hold and disburse in accordance with the terms hereof the money to
be paid to it, to execute and deliver the Certificates, which represent proportionate interests in the
Lease Agreement, including the Base Rental payments payable thereunder, to apply and disburse
payments received pursuant to the Lease Agreement to Owners of such Certificates, to enforce
the rights of the Trustee under the Lease Agreement, and to perform certain other functions, all
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as hereinafter provided. By executing and delivering this Trust Agreement, the Trustee accepts
the contractual and fiduciary duties and obligations provided herein, but only upon the terms and
conditions herein set forth.

Section2.  Definitions. Unless the context otherwise requires, the terms defined in
this Section 1.02 shall, for all purposes of this Trust Agreement, have the meanings set forth
below. All other capitalized terms used herein without definition shall have the meanings given
to such terms in the Lease Agreement.

“201_ Certificates” means the Certificates of Participation (Rehabilitation Detention
Facility Project), Series 201 , authorized hereby and at any time Outstanding hereunder.

“201_ Project” has the meaning set forth in the recitals hereof.

“201_ Reserve Account” means the account within the Reserve Fund established
pursuant to Section 4.06(f) hereof in connection with the 201 _ Certificates.

“Additional Certificates” means any additional certificates of participation executed and
delivered pursuant to Section 7.04 hereof.

“Additional Rental” means the amounts specified as such in Section 3.1(b) of the Lease
Agreement. .

“Administrative Code” means the San Francisco Administrative Code, as amended from
time to time. ‘

“Authorized Denominations” means $5,000 or any integral multiple thereof.

“Base Rental” means the amounts specified as such in Section 3.1(a) of the Lease
Agreement, as such amounts may be adjusted from time to time in accordance with the terms of
the Lease Agreement, and any amounts as may specified in a supplement to the Lease
Agreement in connection with Additional Certificates, but does not include Additional Rental.

“Base Rental Fund” means the fund of that name established pursuant to Section 4.05
hereof.

“Business Day” means a day which is not a Saturday or Sunday or a day on which
banking institutions are authorized or required by law to be closed in the State for commercial
banking purposes or a day on which trading on the New York Stock Exchange is suspended for
more than four hours or a day on which the New York Stock Exchange is closed for a state or
national holiday.

“Certificate Counsel” means a law firm that is nationally recognized in the practice of-
municipal finance. '

“Certificate Payment Date” means, with respect to any Certificate, the [Payment Date 1]
date designated therein, which is the date on which the principal component of the Base Rental
evidenced and represented thereby shall become due and payable.
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“Certificate Register” means the books referred to in Section 2.08 hereof.
“Certificates” means the 201 _ Certificates and all Additional Certificates hereunder.
“City” means the City and County of San Francisco, and its successors and assigns.

“City Representative” means the Mayor, the Controller, the Director of Public Finance or
any other official of the City designated and authorized by the Controller of the City to act on
behalf of the City under or with respect to this Trust Agreement, the Lease Agreement, the
Property Lease and all other agreements related hereto and thereto.

“Closing Date” means [Closing Date], the date of original execution and delivery of the
201 _ Certificates and, as appropriate, the date of original execution and delivery of any
Additional Certificates.

“Code” means the Internal Revenue Code of 1986, and the regulations issued thereunder,
as the same may be amended from time to time, and any successor provisions of law. Reference
to a particular section of the Code shall be deemed to be a reference to any successor to any such
section.

“Continuing Disclosure Certificate” means one or more Continuing Disclosure
Certificates executed by the City, dated a Closing Date, as ongmally executed and as each may
be amended from time to time.

“Costs of Issuance” means all the costs of executing and delivering the Certificates,
including, but not limited to, all printing and document preparation expenses in connection with
this Trust Agreement, the Property Lease, the Lease Agreement, the Certificates and the
preliminary and final official stateménts pertaining to the Certificates; rating agency fees; CUSIP
Service Bureau charges; market study fees; bond, disclosure and other legal fees and expenses of
counsel with respect to the financing of the Project and with respect to any validation
proceedings occurring in connection therewith; any computer and other expenses incurred in
connection with the Certificates; the initial fees and expenses of the Trustee and any paying
agent (including without limitation, origination fees and first annual fees payable in advance);
fees and expenses of financial advisors; premium for title insurance; fees and expenses of
publication of notices; and other fees and expenses incurred in connection with the execution and
delivery of the Certificates or the implementation of the financing for the Project, to the extent
such fees and expenses are approved by a City Representative.

“Costs of Issuance Fund” means the fund of that name established pursuant to
Section 4.02 hereof.

“Credit Facility” means any letter of credit, line of credit, insurance policy, surety bond
or other credit source deposited with the Trustee by the City to satisfy the Reserve Requirement
as of the Closing Date.

“Defeasance Securities” means (i) Government Obligations and (ii) pre-refunded fixed
interest rate municipal obligations meeting the following conditions: (a)the municipal
obligations are not subject to redemption prior to maturity, or the trustee has been given
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irrevocable instruction 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 and/or Government Obligations; (c) the principal of and interest
on the Government Obligations (plus any cash in the escrow fund) are sufficient to meet the
liabilities of the municipal obligations; (d) the Government Obligations serving as security for
the municipal obligations are held by an escrow agent or trustee; (¢) the Government Obligations
are not available to satisfy any other claims, including those of or against the trustee or escrow -
agent; and (f) the municipal obligations are rated AAA by S&P and Aaa by Moody’s.

, “Depository” means DTC and its successors and assigns, or if (a) the then Depository

resigns from its functions as securities depository of the Certificates, or (b) the City discontinues
use of the Depository pursuant to Section 2.13 hereof, any other securities depository which
agrees to follow the procedures required to be followed by a securities depository in connectlon
with the Certificates and which is selected by the City. |

“Director of Property” means the City’s Director of Property or any successor officer of
the City who performs substantially the same duties as the Director of Property performs as of
the date of this Trust Agreement. ' ,

“DTC” means The Depository Trust Company, New York, New York, and its successors
and assigns.

“Electronic Notice” means notice given by The Bond Buyer Wire or Bloomberg Business
News. :

“Event of Default” means any one or more of the events described in Section 9.01 of this
Trust Agreement.

“Facilities” means the improvements, structures and fixtures related thereto and located
on the Site together with all other works, property or structures located from time to time on the
Site.

“Financing Documents” mean this Trust Agreement, the Property Lease, the Lease
Agreement and the Continuing Disclosure Certificate, including any amendments or supplements
to any of the foregoing documents.

“Fiscal Year” means the fiscal year of the City bemg July 1 to the followmg June 30 or
any subsequent fiscal year adopted by the City.

“Fitch” means Fitch Ratings, a corporation duly- orgamzed and ex1st1ng under and by
virtue of the laws of the State of Delaware, and its successors and assigns, except that if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a
securities rating agency, then the term “Fitch” shall be deemed to refer to any other nationally
recognized securities rating agency selected by the City.

“Government Certificates” means evidences of indebtedness or oWnership of
proportionate interests in future principal and interest payments of Government Obligations,
including depository receipts thereof, wherein (i) a bank or trust company acts as custodian and
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holds the underlying Government Obligations; (ii) the owner of the Government Certificate is a
real party in interest with the right to proceed directly and individually against the obligor of the
underlying Government Obligations; and (iii) the underlying Government Obligations are held in
trust in a special account, segregated from the custodian’s general assets, and are not available to
satisfy any claim of the custodian or any person claiming through the custodian, or any person to
whom the custodian may be obligated. :

“Government Obligations” means direct obligations of the United States of America
(including obligations issued or held in book-entry form on the books of the Department of the
Treasury) or evidence of ownership in a portion thereof (which may consist of specified portions
of interest thereon and obligations of the Resolution Funding Corporation which constitute
interest strips) if held by a custodian on behalf of the Trustee, obligations the principal of and
interest on which are unconditionally guaranteed by the United States of America, and
prerefunded municipal obligations rated in the highest rating category by Moody’s and S&P.

“Independent Counsel” means an attorney or firm of attorneys selected by the City.

“Interest Payment Date” means a date on which interest evidenced and represented by the
Certificates becomes due and payable, being [Payment Date 1] and [Payment Date 2] in each
year, commencing [First IPD], and continuing until the Certlﬂcate Payment Date or earher
prepayment date of the Certificates.

“Investment Earnings™ means interest received in respect of the investment of money on
deposit in any fund or account maintained hereunder.

“Moody’s” means Moody’s Investors Service, a corporation organized and existing under
the laws of the State of Delaware, its successors and assigns, except that if such corporation shall
be dissolved or liquidated or shall no longer perform the functions of a-securities rating agency
for any reason, the term “Moody’s” shall be deemed to refer to any other natlonally recogmzed
securities rating agency selected by the City.

“Net Proceeds” means any net proceeds of i insurance or condemnation proceeds paid with
respect to the affected portion of the Leased Property remaining after payment therefrom of any
-expenses (including attorneys’ fees) incurred in the collection thereof.

“Nominee” means the nominee of the Depository,' which may be the Depository, as
determined from time to time pursuant hereto. .

. “Outstanding” when used as of any particular time with respect to any Certificate, means
any Certificates theretofore executed and delivered by the Trustee under this Trust Agreement
except:

(1)  -any Certificate paid in accordance with its terms;

. (2)  any Certificate theretofore cancelled by the Trustee or surrendered to the
Trustee for cancellation; .
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(3) any Certificate for the payment or prepayment of which funds or
Defeasance Securities in the necessary amount shall have theretofore been deposited with
the Trustee (whether prior to the Certificate Payment Date or prepayment date of such
Certificate), provided that, if such Certificate is to be prepaid prior to maturity, notice of
such prepayment shall have been given as provided in Section 5.03 hereof or provision
satisfactory to the Trustee shall have been made for the giving of such notice;

(4)  any Certificate purchased by the City; and

(5)  any Certificate in lieu of or in exchange for which another Certificate or
other Certificates shall have been executed and delivered by the Trustee pursuant to
Section 2.05 hereof.

“Owner” means the registered owner, as indicated in the Certificate Register, of any
Certificate.

“Participants™ means a member of or participant in, the Depository.

“Permitted Investments™ means, if and to the extent permitted by law and by any policy
guidelines promulgated by the City: [DISCUSS]

(b)  Government Obligations or Govemment Certificates;

(c)  Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed:
by any of the following federal agencies and provided such obligations are backed by the full
faith and credit of the United States of America (stripped securities are only permitted if they
have been stripped by the agency itself):

1 Farmers Home Administration (FmHA) - Certificates of beneficial
ownership;

(i)  Federal Housing Administration Debentures (FHA);
(iii)  General Services Administration - Participation certificates;

@iv) Government National Mortgage Association (GNMA or “Ginnie
Mae”) - guaranteed mortgage backed bonds and GNMA guaranteed pass-through
obligations (participation certificates);

(v)  U.S. Maritime Administration - Guaranteed Title XI financing;

(vi)  U.S. Department of Housing and Urban Development (HUD) -
Project notes and local authority bonds; and

(vii) Any other agency or instrumentality of the United States of
America the obligations of which are guaranteed by the full faith and credit of the
United States of America;
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(d  Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed
by any of the following non-full faith and credit United States of America government agencies
(stripped securities are only permitted if they have been stripped by the agency itself):

(i)  Federal Home Loan Bank System - Senior debt obligations
(consolidated debt obligations);

(i)  Federal Home Loan Mortgage Corporation (FHLMC or “Freddie
Mac”) - Participation certificates (mortgage—backed securities) and senior debt
obligations;

(iii) Fannie Mae - mortgage-backed securities and senior debt
obligations (excluding stripped mortgage securities which are valued greater than
par on the portion of the unpaid principal);

(iv)  Student Loan Marketing Association (SLMA or “Sallie Mae”) -
“Senior debt obhganons,

(v)  Resolution Fundmg Corp. (REFCORP)- Only the interest
component of REFCORP strips which have been stripped by request to the
Federal Reserve Bank of New York in book entry form;

(vi)  Federal Farm Credit System - Consolidated systemwide bonds and
notes; and ’

(vii) Any other agency or instrumentality of the United "States of
America the obligations of which are guaranteed by the non-full faith and credit
of the United States of America;

(e) Money market funds registered under the Federal Investment Company Act of
1940, whose shares are registered under the Securities Act of 1933, and having a rating by S&P
of AAAm-G or AAAm and by Moody’s of Aaa;

® Certificates of deposit issued by a state or national bank or a state or federal
savings and loan; provided that such certificates of deposit shall be either (i) continuously and
fully insured by the FDIC; or (ii) have a maturity of not greater than 365 days and have one of
the two highest short-term letter and numerical ratings, at the time of purchase, of Moody’s and
S&P;

(g)  Savings accounts or money market deposits that are fully insured by FDIC;

(h)  Investment agreements, including guaranteed investment contracts, provided
either (i) the long-term unsecured debt or claims ability of the issuer or guarantor thereof is rated,
at the time of purchase, in one of the two highest rating category by Moody’s and S&P, or
(ii) such agreement is fully collateralized by Government Obligations or Government
Certificates;
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@ Commercial paper of “prime” quality rated, at the time of purchase, in one of the
two highest rating category by Moody’s and S&P, which commercial paper is limited to issuing
corporations that are organized and operating within the United States;

()] Bonds or notes issued by any state or municipality which are rated, at the time of
purchase, by Moody’s and S&P in one of the two highest long-term rating categories assigned by
such agencies;

(k)  Federal funds or banker’s acceptances which are eligible for purchases by
members of the Federal Reserve System, drawn on any bank the short-term obligations of which
are rated in the highest rating category by Moody s and S&P; provided that the maturity cannot
exceed 270 days

(1) * Repurchase agreements with maturities of either (a) 30 days or less, or (b) less
than one year, provided that the collateral is marked-to-market daily, entered into with financial
institutions such as banks or trust companies organized under state or federal law, insurance
companies, or government bond dealers reporting to, or trading with, and recognized as a
primary dealer by, the Federal Reserve Bank of New York and a member of SPIC, or with a
dealer or parent holding company that is rated, at the time of purchase, A or better by Moody’s
and S&P. The repurchase agreement must be in respect of Government Obligations or
Government Certificates or obligations described in paragraph (b) herein, which, exclusive of
accrued interest, shall be maintained at least 100% of par. In addition, repurchase agreements
shall meet the followmg criteria: (i) the third party (who shall not be the provider of the
collateral) has possession of the repurchase securities and the Government Obligations or
Government Certificates; (ii) failure to maintain the requisite collateral levels shall require
liquidation; and (iii) the third party having possessmn of the securities has a perfected, first
priority security interest in the securities;

(m) Defeasance Securities described in clause (ii) of the definition thereof; and

(n)  Any other debt or fixed income security specified by the City (except securities of
the City and any agency, department, commission or instrumentality thereof) and rated, at the
time of purchase, in one of the two highest rating category by Moody’s and S&P, including
prerefunded municipal obligations.

.(o) The Local Agency Investment Fund administered by the State of California; and

(p)  Any investment, with confirmation from the Rating Agencies that the ratings on
the Certificates will not be lowered as a result of such investment.

In connection with the purchase of any Permitted Investment, the City may enter into
agreements, including forward purchase agreements, with the seller thereof.

“Person” means an individual, corporation, firm, association, partnership, trust, or other
legal entity or group of entities, including a governmental entity or any agency or political
subdivision thereof.
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“Prepayment Notice” shall have the meaning assigned to such term in Section 5.03
hereof.

“Prepayment Price” means the principal amount represented by the Certificates, plus any
applicable premium. -

“Principal Office of the Trustee” means the corporate trust office of the Trustee located at
| |, or such other office that the Trustee may designate in writing to the City from time
to time as the corporate trust office for purposes of this Trust Agreement; provided, however,
that for purposes of the registration, transfer, exchange, payment or surrender of Certificates, the
term “Principal Office of the Trustee” means care of the corporate trust office of the Trustee in
[San Francisco].

, “Project” means the 201 _ Project and any facilities financed with Additional Certificates,
as the same may be amended, modified or supplemented in accordance with the Trust
Agreement.

“Project Costs” means the contract price paid or to be paid to or at the direction of any
contractor for the acquisition, construction, installation or improvement to, or rehabilitation of,
the Project, and reimbursement to the City for any payments made for or in connection with the
acquisition of or improvement to the Project by the Clty prior to or subsequent to the Closing
Date.

“Project Fund” means the fund of that name established pursuant to Section 4.03 hereof.

“Lease Agreement” means that certain Lease Agreement dated as of the date hereof, by
and between the Project Trustee and the City, including any amendments or supplements thereto.

“Lease Agreement Term” means the term of the Lease Agreement as provided in
Section 2 thereof.

“Lease Agreement Year” means the period from the Closing Date through | | and
thereafter the period from | | to and including the following | |, as the case may be,
during the Lease Agreement Term.

“Projeéct Trust” means the trust established pursuant to Section 6.07 hereof.

“Project Trustee” means the Trustee, in its capacity as trustee of the Project Trust
pursuant to Section 6.07 hereof.

“Property Lease” means that certain Property Lease dated as of the date hereof, by and
between the City and the Project Trustee with respect to. the Leased Property, including any
amendments or supplements thereto.

“Rating Agencies” means S&P, Fitch and/or Moody’s, whichever then has a current
rating on the Certificates. :

“Rebate Fund” means the fund of that name established pursuant to Section 4.17 hereof.

48958878 4 10

3536



“Record Date” means any Regular Record Date.

“Regular Record Date” means the close of business on the 15th day of the calendar
month next preceding each Interest Payment Date, whether or not a Business Day.

“Reserve Fund” means the fund of that name established pursuant to Section 4.06 hereof.

. “Reserve Requirement” means, as of any date of calculation, the least of (i) the maximum
annual principal and interest evidenced by the Certificates payable in the then current Fiscal Year
or any future Fiscal Year, (ii) 125% of average annual principal and interest evidenced by the -
Certificates payable in each Fiscal Year between the date of calculation and the last Certificate
Payment Date of the Certificates or (iii) 10% of the stated principal amount of the Certificates
originally executed and delivered (less original issue discount if in excess of two percent of the
stated redemption price of the Certificates at maturity). The Reserve Requirement shall be

-applied separately for each series of Certificates or on an aggregate basis if the Reserve Fund or
any account therein secures more than one series of Certificates on a parity basis.

“S&P” means Standard & Poor’s Rating Services, a subsidiary of Standard & Poor’s
Financial Services LLC, a limited liability company organized and existing under the laws of the
‘State of New York, its successors and assigns, except that if such corporation shall be dissolved
or liquidated or shall no longer perform the functions of a securities rating agency for any reason,
the term “S&P” shall be deemed to refer to any other nationally recognized securities rating
agency selected by the City.

“Securities Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Sinking Account Installment” means the principal amount represented by the
* Certificates required to be paid on any Interest Payment Date pursuant to Section 5.01(c) hereof.

“Site” means the real property, as described in Exhibit A to the Lease Agreement,
including any real property substituted therefor or added thereto pursuant to the Lease
Agreement but excluding real property that has been released or for which new real property has
been substituted in accordance with the Lease Agreement.

“State” means the State of California.

“Tax Certificate” means the Tax Certificate dated the Closing Date and executed by the
City and as appropriate any Tax Certificate executed by the City in connection with Additional
Certificates.

~ “Tax-Exempt” means, with respect to interest on, or with respect to, any obligations of a
state or local government, including the Certificates, that such interest is excluded from the gross
income of the Owners thereof (other than any Owner who is a “substantial user” of facilities

financed with such obligations or a “related person” within the meaning of Section 147(a) of the
Code) for federal income tax purposes, whether or not such interest is includable as an item of
tax preference or otherwise includable directly or indirectly for purposes of calculating other tax -
liabilities, including any alternative minimum tax or environmental tax under the Code.
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“Treasurer” means the Treasurer of the City and County of San Francisco.

“Trust” means the “Rehabilitation Detention Facility Project Trust” established pursuant
to Section 6.07 hereof.

“Trust Agreement” means this Trust Agreement by and between the City and the Trustee,
including any amendments or supplerrients hereto.

“Trust Estate” means all nght title and interest granted to the Trustee in the granting
clauses of this Trust Agreement.

“Trustee” or “Certificates Trustee” means [TRUSTEE], [a banking
association organized and existing under the laws of |, acting in its capacity as such
under this Trust Agreement, or any successor appointed as herein provided.

“Written Certification,” “Written Direction” or “Written Request” means an instrument
in writing signed on behalf of the City by a City Representatwe

Section 3. Rules of Construction. Words of the masculine gender shall be deemed
and construed to include correlative words of the feminine and neuter genders. Unless the
context otherwise indicates, words importing the singular shall include the plural and vice versa,
and words importing persons shall include corporations and associations, including public
bodies, as well as natural persons.

Section 4. Timing of Actions. Whenever in this Trust Agreement there is designated
a time of day at or by which a certain action must be taken, such time shall be local time in San
Francisco, California, except as otherwise specifically provided herein. If the date for making
any payment or the last day for the performance of any act or the exercise of any right, as
provided in this Trust Agreement, shall not be a Business Day, such payment may be made or act
performed or right exercised on the next succeeding Business Day with the same force and effect
as if done on the nominal date provided in this Trust Agreement, except as otherwise specifically
provided herein. Notwithstanding the foregoing, if an Interest Payment Date for the Certificates
falls on a day which is not a Business Day, then amounts due with respect to the Outstanding
Certificates on such Interest Payment Date shall be paid on the next succeeding Business Day
but interest shall accrue only to such Interest Payment Date.

Section 5. Authorization. Each of the parties hereby represents and warrants that it
has full legal authority and is duly empowered to enter into this Trust Agreement, and has taken
all actions necessary to authorize the execution and delivery of this Trust Agreement.
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ARTICLE 11

CERTIFICATES OF PARTICIPATION

Section 6. Authorization and Designation. The Trustee is hereby authorized and
directed to execute and deliver the 201_ Certificates to the original purchaser or purchasers
thereof, The Certificates evidence proportionate interests in the right to receive Base Rental
payments under the Lease Agreement, as more particularly described therein, herein and in the
Certificates. . The 201 Certificates shall be designated “Certificates of Participation
(Rehabilitation Detention Fac111ty Project), Series 201_* and shall be executed and delivered in
the aggregate principal amount of $[Amount].

Section 7 Descnptwn of the Certificates. Each Certificate shall be executed and
delivered in fully registered form and shall be numbered as determined by the Trustee. The
Certificates shall be dated the Closing Date. The Certificates shall be executed and delivered in
Authorized Denominations; provided, however, that the Certificates shall initially be executed
and delivered in book-entry form pursuant to Section 2.11 hereof. -

The 201_ Certificates shall be executed and delivered in the aggregate principal amount

. of $[Amount] and shall have Certificate Payment Dates of [Payment Date 1] in the years and

- shall evidence and represent principal components in the amounts, with an interest component
with respect thereto calculated on the basis of a 360-day year composed of twelve 30-day months
at the rates, as follows:

Certificate
Payment Date :
([Payment Date 1])- Principal Amount Interest Rate

b .

1 Term Certificates

The interest evidenced and represented by the 201 Certificates shall be payable on
[Payment Date 1] and [Payment. Date 2] of each year, beginning on [First IPD] and continuing to
and including their Certificate Payment Dates or on prepayment prior thereto, and shall evidence
and represent the sum of the portions of the Base Rental designated as interest components
coming due on such date in each year.

The principal evidenced and represented by the 201_ Certificates shall be payable on
[Payment Date 1] of each year, beginning on | | and continuing to and including | | and
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shall evidence and represent the sum of the portions of the Base Rental Payments designated as
principal components coming due on each [Payment Date 1].

The 201_ Certificates with Certificate Payment Dates of | | and | | shall be
subject to mandatory sinking account installment prepayment as set forth in Section 5.01(c).

Section 8. Form. The Certificates shall be silbstantially in the form sét forth in
Exhibit A attached hereto and incorporated herein by this reference. The Certificates may be
printed, lithographed, photocopied or typewritten. :

Section 9. Execution. The Certificates shall be executed by and in the name of the
Trustee by the manual signature of an authorized officer or signatory of the Trustee.

Section 10.  Transfer and Exchange. The registration of any Certificate may be
transferred upon the Certificate Register upon surrender of such Certificate to-the Trustee. Such
Certificate shall be_endorsed or accompanied by delivery of the written instrument of transfer
shown in Exhibit A hereto, duly executed by.the Owner, together with the payment of such
transfer fees as the Trustee may establish. Upon such registration of transfer, a new Certificate .
or Certificates, of authorized denominations, for the same series, principal amount, Certificate
Payment Date and interest rate will be executed and delivered to the transferee in exchange
therefor. A '

Subject to the provisions of Section 2.11 hereof, the City and the Trustee shall deem and
treat the person in whose name any Outstanding Certificate shall be registered upon the
Certificate Register as the absolute Owner of such Certificate, whether the principal of or interest
with respect to such Certificate shall be overdue or not, for the purpose of receiving payment of
principal and interest with respect to such Certificate and for all other purposes, and any such
payments so made to any such Owner or upon his or her order shall be valid and effective to
satisfy and discharge the liability upon such Certificate to the extent of the sum or sums so paid,
. and neither the City nor the Trustee shall be affected by any notice to the contrary.

Certificates may be exchanged at the Principal Office of the Trustee for a like principal
amount of Certificates of authorized denominations of the same series, Certificate Payment Date
and interest rate. :

All Certificates surrendered for transfer or exchange shall, upon the execution and
delivery of the new Certificates, be canceled by the Trustee. The Trustee may charge a
reasonable sum for each new Certificate executed and delivered and the Trustee may require the
payment by the Owner requesting such transfer or exchange of any tax or other governmental
charge required to be paid thereon.

The Trustee shall not be required to register the transfer or exchange of any Certificate,
whether or not that Certificate shall thereafter be selected for prepayment, during the period
established by the Trustee for selection of Certificates to be prepaid or to transfer or exchange
any Certificate selected for prepayment, except for the unprepaid portion of any Certificate
prepaid only in part. :
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Section 11.  Certificates Mutilated, Lost, Destroyed or Stolen. If any Certificate shall
become mutilated, the Trustee, at the expense of the Owner of such Certificate, shall execute and
deliver a new Certificate of like series, denomination, Certificate Payment Date and interest rate
in exchange and substitution for the Certificate so mutilated, but only upon surrender to the
Trustee of the Certificate so mutilated. Every mutilated Certificate so surrendered to the Trustee
“shall be canceled by it and destroyed with a certificate of destruction furnished to the City. If

any Certificate shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may
. be submitted to the Trustee and if such evidence is satisfactory to the Trustee and a City
Representative and an indemnity satisfactory to the Trustee and a City Representative has been
given, the Trustee shall, at the expense of the Owner, execute and deliver a new Certificate of
like series, tenor and denomination in lieu of and in substitution for the Certificate so lost,
destroyed or stolen. The Trustee may require payment of an appropriate fee for each new
Certificate delivered under this Section 2.06 and of the expenses that may be incurred by the
Trustee in carrying out-its duties under this Section 2.06. Any Certificate executed and delivered
under the provisions of this Section 2.06 in lieu of any Certificate claimed to be lost, destroyed
or stolen shall be equally and proportionately entitled to the benefits of this Trust Agreement
with all other Certificates. Notwithstanding any other provision of this Section 2.06, in lieu of
delivering a new Certificate for one which has been mutilated, lost, destroyed or stolen and
which has matured or has been called for prepayment, the Trustee may make payment of the
principal of, premium, if any, or. 1nterest with respect to such Certificate, subject to receipt of an
indemnity satisfactory to it.

Section 12.  Execution of Documents and Proof of Ownership. Any request, direction,
consent, revocation of consent or other instrument in writing required or permitted by this Trust
Agreement to be signed or executed by Owners may be in any number of concurrent instruments
of similar tenor, and may be signed or executed by such Owners in person or by their attorneys
or agents appointed by an instrument in writing for that purpose: Proof of the execution of any
such instrument, or of any instrument appointing any such attorney or agent shall be sufficient
for any purpose of this Trust Agreement (except as otherwise herein provided), if made in the
following manner, the fact and date of the execution by any Owner or his attorney or agent of
any such instrument, and of any instrument appointing any such attorney or agent, may be
proved by a certificate, which need not be acknowledged or verified; of an officer of any bank or
trust company located within the United States of America; or of any notary public or other
officer authorized to take acknowledgments of deeds to be recorded in such jurisdictions, that the
person signing such instrument acknowledged before him or her the execution thereof. Where
. any such instrument is executed by an officer of a corporation or association or a member of a
partnership on behalf of such corporation, association or partnership, such certificate shall also
constitute sufficient proof of his or her authority.

Nothing contained in this Article Il shall be construed as limiting the Trustee to such
proof, it being intended that the Trustee may accept any other evidence of the matters herein
stated which it may deem sufficient. Any request or consent of the Owner of any Certificate
shall bind every future Owner of the same Certificate in respect of anything done or suffered to
" be done by the Trustee in pursuance of such request or consent.

Section 13.  Certificate Register. The Trustee shall keep or cause to be kept at its
Principal Office sufficient books for the registration and transfer of the Certificates, which books
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shall at all times during regular business hours be open to inspection by the City and an Owner
with an interest of not less than 10% of the aggregate principal amount of the Certificates then
Outstanding. Upon presentation for registration of transfer, the Trustee shall, as above provided
and under such reasonable regulations as it may prescribe subject to the provisions hereof,
register, or register the transfer of, the Certificates, or cause the same to be registered or cause
the transfer of the same to be registered, on such books.

Section 14.  Nonpresentment of Certificates. If any Certificate shall not be presented
for payment when the principal evidenced thereby becomes due, if funds sufficient to pay such
Certificate shall be held by the Trustee for the benefit of the Owner thereof, all liability of the
City to the Owner thereof for the payment of principal, premium, if any, and interest represented
by such Certificate shall forthwith cease and be completely discharged and thereupon it shall be
the duty. of the Trustee to hold such funds (subject to Section 2.10 hereof), without liability for
interest thereon, for the benefit of the Owner of such Certificate who shall thereafter be restricted
exclusively to such funds for any claim of whatever nature on, or with respect to, such
Certificate.

, Section 15.  Unclaimed Money. All money which the Trustee shall have received from
any source and set aside for the purpose of paying any Certificate shall be held in trust for the
Owner of such Certificate, but any money which shall be so set aside or deposited by the Trustee
and which shall remain unclaimed by the Owner of such Certificate for a period of one year after
~ the date on which any payment with respect to such Certificate shall have become due and
payable shall be paid to the City; provided, however, that the Trustee shall, before making any
such payment, notify the City and, at the direction and expense of the City, shall cause notice to
be mailed to the Owner of such Certificate, by first-class mail, postage prepaid, and by a single
publication in The Bond Buyer or The Wall Street Journal (or if such notice cannot be published
in The Bond Buyer or The Wall Street Journal, in some other financial newspaper selected by the
Trustee which regularly carries such notices for obligations similar to the Certificates) not less
than 90 days prior to the date of such payment to the effect that such money has not been
claimed and that after a date named therein any unclaimed balance of such money then
remaining will be returned to the City. During any period in which the Trustee holds such .
unclaimed money, the Trustee shall not be required to invest such money; nonetheless if the
Trustee should invest such money any earnings on such amounts shall be remitted to the City as
- such earnings are realized. Thereafter, the Owner of such Certificate shall look only to the City
for payment and then only to the extent of the amount so returned to the City without any interest
thereon, and the Trustee shall have no responsibility with respect to-such money.

Section 16.  Book-Entry System; Limited Obligation. The 201  Certificates and any
Additional Certificates shall be initially executed and delivered in the form of a separate single
fully registered Certificate (which may be typewritten, printed, lithographed or photocopied) for
each of the Certificate Payment Dates of the Certificates. Upon initial execution and delivery,
the ownership of each such global Certificate shall be registered in the Certificate Register in the
- name of the Nominee as nominee of the Depository. Except as provided in Section 2.13 hereof,
all of the Outstanding Certificates shall be registered in the Certificate Register kept by the
Trustee in the name of the Nominee and the Certificates may be transferred, in whole but not in
part, only to the Depository, to a successor Depository or to another nominee of the Depository

or a successor Depository. ‘

7
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With respect to Certificates registered in the Certificate Register in the name of the
Nominee, the City and the Trustee shall have no responsibility or obligation to any Participant or |
* to any person on behalf of which such a Participant holds a beneficial interest in the Certificates.
Without limiting the immediately preceding sentence, the City and the Trustee shall have no
responsibility or obligation with respect to (a) the accuracy of the records of the Depository, the
Nominee or any Participant with respect to any beneficial ownership interest in the Certificates,
" (b) the delivery to any Participant, beneficial owner or any other person, other than the
‘Depository, of any notice with respect to the Certificates, including any Prepayment Notice,
(c) the selection by the Depository and the Participants of the beneficial interests in the
Certificates to be prepaid in part, or (d) the payment to any Participant, beneficial owner or any
other person, other than the Depository, of any amount with respect to principal of, premium, if
any, or interest with respect to the Certificates. The City and the Trustee may treat and consider
the person in whose name each Certificate is registered in the Certificate Register as the holder
and absolute owner of such Certificate for the purpose of payment of principal of, premium, if
any, and interest with respect such Certificate, for the purpose of giving Prepayment Notices and
other notices with respect to such Certificate, and for all other purposes whatsoever, mcludmg,
without limitation, registering transfers with respect to the Certificates.

The Trustee shall pay all principal of, premium, if any, and interest with respect to the
Certificates only to or upon the order of the respective Certificate Owners, as shown in the -
Certificate Register kept by the Trustee, or their respective attorneys duly authorized in writing,
and all such payments shall be valid hereunder with respect to payment of principal of, premium,
if any, and interest with respect to the Certificates to the extent of the sum or sums so paid. No
person other than a Certificate Owner, as shown in the Certificate Register, shall receive a
Certificate evidencing the obligation to make payments of principal of, premium, if any, and
interest pursuant to this Trust Agreement. Upon delivery by the Depository to the Trustee and
the City of written notice to the effect that the Depository has determined to substitute a new
nominee in place of the Nominee, and subject to the provisions hetrein with respect to Record
Dates, the word Nominee in this Trust Agreement shall refer to such new nominee of the
Depository. -

- Section 17.  Representation Letter. To qualify the Certificates for the Depository’s
book-entry system, the City has executed and delivered to stch Depository a representation letter
from the City representing such matters as shall be necessary to so qualify the Certificates (the
“Representation Letter”). The execution and delivery of the Representation Letter shall not in
any way limit the provisions of Section 2,11 hereof or in any other way impose upon the City
any obligation whatsoever with respect to persons having beneficial interests in the Certificates
other than the Owners, as shown in the Certificate Register kept by the Trustee. In addition to
the execution and delivery of the Representation Letter, any City Representative and all other
- officers of the City, and their respective deputies and designees, each are hereby authorized to
take any other actions, not inconsistent with this Trust Agreement, to qualify the Certificates for
the Depository’s book-entry program.

4 Section 18.  Transfers Outside Book-Entry -System. If at any time the Depository
notifies the City and the Trustee that it is unwilling or unablé to continue as Depository with
respect to the Certificates or if at any time the Depository shall no longer be registered or in good
standing under the Securities .Exchange Act or other applicable statute or regulation and a
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successor Depository is not appointed by the City within 90 days after the City and the Trustee
receive notice or become aware of such condition, as the case may be, Section 2.11 hereof shall
no longer be applicable and the Trustee shall execute and deliver certificates representing the
Certificates as provided below. . In addition, the City may determine at any time that the
Certificates shall no longer be represented by global certificates and that the provisions of
Section 2.11 hereof shall no longer apply to the Certificates. In any such event, the Trustee shall
execute and deliver certificates representing the Certificates as provided below. Certificates
executed and delivered in exchange for global certificates pursuant to this Section 2.13 shall be
registered in such names and delivered in such Authorized Denominations as the Depository,
pursuant to instructions from the Participants or otherwise, shall instruct the City and the Trustee.
The Trustee shall deliver such certificates representmg the Certificates to the persons in whose
names such Certificates are so reglstered

"If the City determines to replace the Depository with another qualified securities’
depository, the City shall prepare or cause to be prepared a new fully-registered global certificate
for each of Certificate Payment Date of the Certificates, registered in the name of such successor
or substitute securities depository or its nominee, or make such other arrangements as are
acceptable to the City, the Trustee and such securities depository and not inconsistent with the
terms of this Trust Agreement.

Section 19.  Payments and Notices to the Nominee. Notwithstanding any other
provision of this Trust Agreement to the contrary, so long as any Certificate is registered in the
name of the Nominee, all payments with respect to principal of, premium, if any, and interest
with respect to such Certificate and all notices with respect to such Certificate shall be made and
given, respectively, as provided in the Representation Letter or as otherwise instructed by the
Depository.

Section 20.  Initial Depository and Nominee. The initial Depository under this Trust
Agreement shall be DTC. The initial Nominee shall be Cede & Co., as nominee of DTC.

ARTICLE II

INTEREST RATE PROVISIONS

Section 21.  Interest with Respect to the Certificates. Interest represented by the 201
Certificates shall be payable at the respective per annum rates set forth in Section 2.02 hereof.
The interest evidenced and represented by the 201_ Certificates shall be payable on [Payment
Date 1] and [Payment Date 2] of each year, begmnmg on [First IPD] and continuing to and
including their Certificate Payment Dates or on prepayment prior thereto, and shall evidence and
represent the sum of the portions of the Base Rental de&gnated as interest components.coming
due on such date in each year. ~

Section22.  Medium of Payment; Interest Accrual. Principal, premium, if any, and
interest evidenced and represented by the Certificates shall be payable in lawful money of the
United States of America which at the time of payment is legal tender for the payment of public
and private debts. Payments.of interest represented by the Certificates will be made on each
Interest Payment Date by check of the Trustee sent by first-class mail, postage prepaid, or by
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wire transfer to any Owner of $1,000,000 or more of Certificates to the account in the United
States of America specified by such Owner in a written request delivered to the Trustee on or
prior to the Regular Record Date for such Interest Payment Date, to the Owner thereof on the
" Regular Record Date; provided, however, that payments of defaulted interest shall be payable to
the person in whose name such Certificate is registered at the close of business on a special
record date fixed therefor by the Trustee which shall not be more than 15 days and not less than
10 days prior to the date of the proposed payment of defaulted interest. Payment of the principal
of the Certificates upon prepayment or upon the Certificate Payment Date will be made upon
presentation and surrender of such Certificates at the Principal Office of the Trustee.

Interest evidenced and represented by each Certificate shall accrue from the Interest
Payment Date next preceding the date of execution and delivery thereof, unless (i) it is executed
after a Regular Record Date and before the close of business on the immediately following
Interest Payment Date, in which event interest represented.thereby shall be payable from such
Interest Payment Date; or (ii) it is executed prior to the close of business on the first Regular
Record Date, in which event interest represented thereby shall be payable from the Closing Date;
provided, however, that if at the time of execution of any Certificate interest represented thereby
is in default, such interest shall be payable from the Interest Payment Date to which interest has
previously been paid or made available for payment or, if no interest has been paid or made
available for payment, from the Closing Date.

ARTICLE IV

FUNDS AND ACCOUNTS

Section 23.  Application of Sale Proceeds of the 201_ Certificates. Upon payment for
the 201 _ Certificates, when the same shall be sold to the original purchaser thereof, an amount of
proceeds from such sale equal to $] | shall be delivered to the Trustee and deposited by
the Trustee as follows: '

(1)  The Trustee shall deposit into the Costs of Issuance Fund the sum of $1 [

(2) The Trustee shall deposit into the 201 Reserve Account in the Reserve Fund the
sum of §J |, representing the Reserve Requirement applicable to the 201 Certificates as
of the Closing Date. '

(3)  [The Trustee shall deiaosit into'thé Base Rental Fund the sum of $ R
representing capitalized interest with respect to the Certificates.]

(4) - The Trustee shall deposit into the Project Fund the remainder of said proceeds,

being $] I

Section 24.  Establishment and Application of Costs of Issuance Fund. There is hereby
established in trust a special fund designated as the “Costs of Issuance Fund,” which shall be
held by the Trustee and which shall be kept separate and apart from all other funds and money
held by the Trustee. The Trustee shall administer such fund as provided in this Article IV.
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There shall be deposited in the Costs of Issuance Fund that portion of the proceeds of the
Certificates required to be deposited therein pursuant to Section 4.01(1) hereof. The Trustee
shall disburse money from the Costs of Issuance Fund on such dates and in such amounts as are
necessary to pay Costs of Issuance, in each case, promptly after receipt of, and in accordance
with, a Written Request of a City Representative in the form attached hereto as Exhibit B. Any
amounts remaining in the Costs of Issuance Fund on the earlier of the date on which a City
Representative has notified the Trustee in writing that all Costs of Issuance have been paid or the
date twelve months from the Closing Date shall be transferred by the Trustee to the Base Rental
Fund, provided that such transfer has been approved in writing by a City Representative, and the
Cost of Issuance Fund shall then be closed.

Section 25.  Establishment and Application of Project Fund. There is hereby
established in trust a special fund designated as the “Project Fund,” which fund shall be deemed
held by the Trustee and which shall be kept separate and apart from all other funds and money
held by the Trustee. The Trustee shall administer such fund as provided in this Article IV.
There shall be deposited in the Project Fund that portion of the proceeds of the Certificates
required to be deposited therein pursuant to Section 4.01(4) hereof.

The Trustee shall, from time to time, disburse money from the Project Fund to pay
Project Costs, as hereinafter provided, in each case promptly after receipt of, and in accordance
with, a Written Request of the City in the form attached hereto as Exhibit C. Each officer of the
City required to execute such Written Request shall have full authority to execute such Written
Request without any further approval of the Board of Supervisors of the City.

In making such payments, the Trustee may rely upon the representations made in the
requisition of the City therefor in the form set forth in Exhibit C. If for any reason the City
should decide prior to the payment of any item in said requisition not to pay such item, then it
shall give written notice of such decision to the Trustee and thereupon the Trustee shall not make
such payment, and the Trustee shall have no liability to the City or the designated payee as a
result of such nonpayment. In no event shall the Trustee be responsible for the adequacy or the
performance of any construction and similar contracts relating to the Project or for the use or
application of money properly disbursed pursuant to requests made under this Section 4.03.

If, after payment by the Trustee of all requisitions theretofore tendered to the Trustee
under the provisions of this Section 4.03, and delivery to the Trustee of a Written Certificate of
the City to the effect that all Project Costs have been paid and that the Project has been
substantially completed in the form of Exhibit D hereto, there shall remain any balance of money
in the Project Fund, all money so remaining shall be transferred as directed by the City after
consultation with Certificate Counsel.

Notwithstanding any other provision of this Trust Agreement, including in particular,
Section 4.16, the City may, in its sole discretion and at any time, direct the Trustee to transfer
moneys on deposit in the Project Fund representing investment earnings on amounts therein to
the Base Rental Fund if the City determines, in its sole discretion that such moneys will not be
needed for the improvement of the Project. The Trustee shall make such transfer upon the receipt
of a request executed by a City Representative directing it to make such transfer.
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Section 26.  Establishment and Application of Base Rental Fund.

(a) Base Rental Fund. There is hereby established in trust a special fund designated
as the “Base Rental Fund,” which shall be held by the Trustee and which shall be kept separate
and apart from all other funds and money held by the Trustee. The Trustee shall administer such
fund as provided in this Article IV. The Base Rental Fund shall be maintained by the Trustee
until all required Base Rental is paid in full pursuant to the terms of the Lease Agreement, or
until such earlier date as there are no Certificates Outstanding. The Trustee shall deposit in the
Base Rental Fund (i) all Base Rental payments, (ii) all amounts, if any, required to be deposited
in the Base Rental Fund pursuant to Section 3 of the Lease Agreement, (iii) all investment
earnings required to be deposited therein pursuant to the provisions of this Trust Agreement,
(iv) all amounts required to be deposited pursuant to paragraph (b) below and (v) that portion of
the proceeds’ of the Certificates required to be deposited therein pursuant to Section 4.01(3)
hereof.

Moneys from the proceeds of the 201_ Certificates deposited in the Base Rental Fund and
earnings thereon shall be credited as amounts due in respect of the interest components of Base
Rental from the City (allocable to the 201 Certificates) on the following dates in the following
amounts: : »

Date Amount

Any additional amounts in the Base Rental Fund shall also be credited to the Base Rental
until expended.

Payments of Base Rental received by the Trustee under the Lease Agreement shall be net
of amounts in the Reserve Fund in excess of the Reserve Requirement on each succeeding
Interest Payment Date and net of amounts on deposit in the Base Rental Fund that are available
for the payment of interest and principal with respect to the Certificates. These amounts shall be
deposited into the Base Rental Fund, as appropriate, based upon Exhibit B of the Lease
Agreement, as adjusted pursuant to the terms thereof. : '

Moneys held in the Base Rental Fund, other than as provided in paragraph (b) below,
shall be applied by the Trustee to the payment of (i) interest due and payable with respect to the
Certificates on each Interest Payment Date and (ii) principal or Sinking Account Installment, if
any, due and payable with respect to the Certificates on each Interest Payment Date. If
insufficient amounts are available in the Base Rental Fund or otherwise to pay interest and
principal represented by the Certificates when due, available amounts shall be allocated
proportionately among the Certificates based on the amount of interest and principal then due
with respect to each Certificate.

(b) - Prepayment. Any net proceeds of insurance or awards in respect of a taking
under the power of eminent domain not required to be used for repair or replacement of the
Project or Leased Property, as applicable, and, under the terms of Section 4.09 or Section 4.10 of
this Trust Agreement, required to be deposited into the Base Rental Fund, any amounts required
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to be transferred to the Base Rental Fund pursuant to this Section 4.05, and any other amounts
provided for the prepayment of Certificates in accordance with Section 5.01(a) hereof, shall be
deposited by the Trustee in the Base Rental Fund. The Trustee shall, on the scheduled
prepayment date withdraw from the Base Rental Fund and pay to the Owners entitled thereto an
amount equal to the prepayment price of the Certificates to be prepaid on such date.

(¢)  Delinquent and Surplus Base Rental Payments. All-delinquent Base Rental
payments received pursuant to the Lease Agreement and any proceeds of rental interruption
insurance received by the Trustee shall be deposited into the Base Rental Fund. All proceeds of
rental interruption insurance and delinquent Base Rental payments so received shall be applied
first to the payment of overdue installments of interest, then to the payment of overdue
installments of principal and then to make up any deficiency in the Reserve Fund
(proportionately among any Reserve Accounts in the Reserve Fund). Commencing
[ |, any amounts remaining in the Base Rental Fund on each Interest Payment Date which
are not required for the payment of principal of or interest with respect to the Certificates on such
Interest Payment Date shall be, first, transferred as directed in writing by a City Representative
to the Reserve Fund to the extent necessary to make the amount on deposit therein equal to the
Reserve Requirement and, second, retained in such Fund unless the City otherwise directs, in
writing, that such amount be remitted to the City (except that any remaining money representing
delinquent Base Rental payments and any proceeds of rental interruption insurance shall remain
on deposit in the Base Rental Fund until expended).

Section 27.  Establishment and Application of Reserve Fund.

(a) There is hereby established in trust a special fund designated as the “Reserve
Fund,” together with such accounts therein as the City may request the Trustee to establish,
which shall be held by the Trustee and which shall be kept separate and apart from all other
funds and money held by the Trustee. The Trustee shall administer such fund as provided in this
Article IV. There shall be initially deposited into the Reserve Fund the amount required to be
deposited therein pursuant to Section 4.01(2) hereof.

(b) The Reserve Fund shall be maintained by the Trustee until the Base Rental is paid
in full pursuant to the Lease Agreement or until there are no longer any Certificates Outstanding;
provided, however, that the final Base Rental payment may, at the City’s option, be paid from
the Reserve Fund. A Credit Facility in the amount of the Reserve Requirement may be
substituted for all or a portion of the funds held by the Trustee in the Reserve Fund by the City at
any time, provided that with respect to any such substitution (i) such substitution shall not result
in the reduction or withdrawal of any ratings by any Rating Agency with respect to the
Certificates at the time of such substitution (and the City shall notify each Rating Agency prior to
making any such substitution), and (ii) the Trustee shall receive prior to any such substitution
becoming effective an opinion of Independent Counsel stating that such substitution will not, by
itself, adversely affect the exclusion from gross income for federal income tax purposes of
interest components of the Base Rental evidenced and represented by the Certificates. If the
Credit Facility is a surety bond or insurance policy such Credit Facility shall be for the term of
the Certificates. Amounts on deposit in the Reserve Fund for which a Credit Facility has been
substituted shall be transferred as directed in writing by a City Representative.
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(c)  If on any Interest Payment Date the amounts on deposit in the Base Rental Fund
are less than the principal and interest payments due with respect to the Certificates on such date,
the Trustee shall transfer from the Reserve Fund for credit to the Base Rental Fund an amount
sufficient to make up such deficiency (provided that if the amounts on deposit in a Reserve
Account within the Reserve Fund are restricted to a series of Certificates, then such amounts
- shall only be available for such series of Certificates): In the event of any such transfer, the

Trustee shall 1mmed1ately provide written notice to the City of the amount and the date of such
‘transfer. -

. (d)  For purposes of determining the amount on deposit at any time in the Reserve

Fund, the Trustee shall value all Permitted Investments on or before each [Payment Date 1] and
[Payment Date 2] at the higher of cost or market value. In making any such valuations
hereunder, the Trustee may utilize and rely upon securities pricing services that may be available
- to it, including those within its regular accounting system. Any moneys in the Reserve Fund in
excess of the Reserve Requirement on each [Payment Date 1] and [Payment Date 2],
commencing [First [PD], and at such other time or times as directed by the City in a written
order signed by a City Representative and delivered to the Trustee, shall be transferred to the
" Base Rental Fund and applied to the payment of the principal of and interest with respect to the
Certificates on the next succeeding Interest Payment Date therefor, or transferred to such other
fund as may be designated in such written order.

(¢)  The Reserve Fund may secure Additional Certificates on a parity basis or,
alternatively, a separate account in the Reserve Fund may be established for one or more series
of Additional Certificates. -

63 The 201_ Reserve Account is hereby established in connection with the 201_
Certificates. The 201 _ Reserve Account shall only be available to support payments with respect
" to the 201_ Certificates.

Section 28.  Surplus. After (a) (i) payment or prepayment or provision for payment or
prepayment of all amounts due with respect to the Certificates and payment of all fees and
expenses to the Trustee, or (ii) defeasance of the Certificates pursuant to Section 11.01(a)(ii) or
(iii) hereof, and (b)the transfer of any additional amounts required to be deposited into the
Rebate Fund pursuant .to a Written Request from a City Representative in accordance with
Section 4.7(h) of the Lease Agreement and the Tax Certificate, any amounts remaining in any of
the funds, accounts or subaccounts established hereunder (except for the Rebate Fund) and not
required for such purposes shall after payment of any amounts due to the Trustee as evidenced
by a Written Certificate of a City Representative, be remitted to the City and used for any lawful
purpose thereof; provided, however, that in the event of defeasance, amounts shall not be
remitted to the City until the City has delivered or caused to be delivered an opinion of
Independent Counsel to the effect that remission of such amounts to the City shall not affect the
exclusion from gross income for federal income tax purposes of interest with respect to the
Certificates. Investment Earnings on amounts on deposit in all funds, accounts or subaccounts
estabhshed hereunder shall be applied as provided in Section 4.16 hereof.

Section 29.  Additional Rental. In the event the Trustee receives Additional Rental
pursuant to the Lease Agreement, the Trustee shall establish a separate fund for such Additional

48958878.4 : 23

3549




Rental and deposit any such amounts therein and such Additional Rental shall be applied by the
Trustee solely to the payment of any costs in respect of which such Additional Rental was
received, and shall not be commingled in any way with any other funds received by the Trustee
pursuant to the Lease Agreement or this Trust Agreement. Notwithstanding the foregoing, to the
extent such Additional Rental was for deposit into the Rebate Fund, such amounts shall be
deposited into such fund.

Section 30.  Repair or Replacement.

(a)  Application of Insurance Proceeds. If the Leased Property or any portion thereof
shall be damaged or destroyed, the City shall make an election either to prepay Certificates or to
repair or replace the Leased Property or affected portion thereof in accordance with the
provisions of the Lease Agreement. Notwithstanding the provisions of the Lease Agreement, a
City Representative shall, within 180 days of the occurrence of the event of damage or
destruction (unless such time period is extended at the option of the City), notify the Trustee in
writing of its election. The proceeds of any insurance (other than any rental interruption
insurance), including the proceeds of any self-insurance, received on account of any damage or
destruction of the Leased Property or a portion thereof shall as soon as possible be deposited
with the Trustee and be held by the Trustee in a special fund (the “Special Fund™) and made
available for and, to the extent necessary, shall be applied to the prepayment of Certificates in
accordance with Section 5.01(b) hereof or applied to the cost of repair or replacement of the
Leased Property or the affected portion thereof, in either case upon receipt of a written request of
a City Representative. The Trustee may conclusively rely on any such written request. Pending
such application, such proceeds may be invested by the Trustee as directed by a City
Representative in Permitted Investments that mature not later than such times that such moneys
are expected to be needed. ‘

The proceeds of any insurance, including the proceeds of any self-insurance, remaining
after the Leased Property or any portion thereof which was damaged or destroyed is restored to
and made available to the City in substantially the same condition and fair rental value as that
which existed prior to the damage or destruction or the prepayment, or provision for the
prepayment, of Certificates as required in Section 5.01(b), in each case as evidenced by a
certificate signed by a City Representative to such effect, shall be deposited into the Reserve
Fund to the extent that the amount therein is less than the Reserve Requirement. Any amounts
not required to be so deposited into the. Reserve Fund pursuant to the preceding sentence shall, if
there is first delivered to the Trustee a written certificate of the Director of Property to the effect
that the annual fair rental value of the Leased Property after such damage or destruction, and

after any repairs or replacements made as a result of such damage or destruction, is at least equal -

to the maximum amount of Base Rental payments becoming due under the Lease Agreement in
the then current Lease Agreement Year or any subsequent Lease Agreement Year, be paid to the
City to be used for any lawful purpose. If the City cannot deliver the certificate described in the
preceding sentence it shall so notify the Trustee in writing, and then any excess amounts shall be
transferred by the Trustee to the Base Rental Fund and used to prepay Certificates pursuant to
Section 5.01(b) hereof unless the City otherwise directs in writing that such amounts are to be
transferred to the Rebate Fund. : ‘
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(b)  Eminent Domain. If the Ledsed Property or any portion thereof shall be taken by
eminent domain proceedings (or sold to a government threatening to exercise the power of
eminent domain) then the provisions set forth in Section 6 of the Lease Agreement shall apply.
Notwithstanding the provisions of the Lease Agreement, the City shall, with the prior written
consent of a City Representative, within 90 days of the conclusion of the eminent domain
proceeding, notify the Trustee in writing of whether the Leased Property will be replaced or the
Certificates prepaid. The proceeds of any condemnation award shall as soon as possible be
deposited with the Trustee and be held by the Trustee in a special fund and made available for
and, to the extent necessary, shall be applied to prepay Certificates in accordance with
Section 5.01(b) hereof or applied to the cost of replacement of the Leased Property, in either case
upon receipt of a written request of a City Representative. The Trustee may conclusively rely on
any such written request. Pending such application, such procéeds may be invested by the
Trustee as directed by a City Representative in Permitted Investments that mature not later than
such times that such moneys are expected to be needed.

The proceeds of any condemnation award remaining aftér the Leased Property has been
replaced by property available to the City in substantially the same condition and fair rental
wvalue as that which existed prior to the eminent domain proceedings or the prepayment, or
provision for the prepayment, of Certificates as required in Section 5.01(b), in each case as
evidenced by a certificate signed by a City Representative to such effect, shall be deposited into
the Reserve Fund to the extent that the amount therein is less than the Reserve Requirement
(proportionately among any Reserve Accounts in the Reserve Fund). Any amounts not required
to be so deposited into the Reservé Fund pursuant to the preceding sentence shall, if there is first
delivered to the Trustee a written certificate of the Director. of Property to the effect that the
anmual fair rental value of the Leased Property (including any replacement property) is at least
equal to the maximum amount of Base Rental payments becoming due under the Lease
Agreement in the then current Lease Agreement Year or any subsequent Lease Agreement Year,
be paid to the City to be used for any lawful purpose. If the City cannot deliver the certificate
described in the preceding sentence it shall so notify the Trustee in writing, and then any excess
amounts shall be transferred by the Trustee to the Base Rental Fund and used to prepay
Certificates pursuant to Section 5.01(b) hereof, unless the City otherwise directs in wntmg that
such amounts are to be transferred to the Rebate Fund.

Section 31.  Title Insurance. Proceeds of any policy of title insurance received by the
Trustee in respect of the Leased Property or any portion thereof for the benefit of the Owners
shall be apphed and disbursed by the Trustee as follows:

(a) If the City determines that the title defect giving rise to such proceeds has not
materially affected the City’s right to the use and possession of the Leased Property and will not -
result in an abatement of Base Rental payable by the City under the Lease Agreement, upon
written direction of the City such proceeds shall be deposited into the Reserve Fund to the extent
that the amount therein is less than the Reserve Requirement. Amounts not required to be so
deposited shall, if there is first delivered to the Trustee a written certificate of a City
Representative to the effect that the annual- fair rental value of the Leased Property,
notwithstanding the title defect for which the payment was made, is at least equal to the
maximum amount of Base Rental becoming due under the Lease Agreement in-the then current
Lease Agreement Year or any subsequent Lease Agreement Year, be paid to the City to be used
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for any lawful purpose. If the City cannot deliver the certificate described in the preceding
sentence, then such amounts shall be transferred to the Base Rental Fund and used.to prepay
Certificates pursuant to Section 5.01(b) hereof, unless the City otherwise directs in wrltmg that
such amounts are to be transferred to the Rebate Fund.

(b)  Ifany portion of the Leased Property has been affected by such title defect, and if
the City certifies in writing that such title defect will result in -an abatement of Base Rental
payable by the City under the Lease Agreement, then upon written direction of the City either
(i) the Trustee on behalf of the City shall use the insurance proceeds to remove the title defect, or
(ii) the Trustee shall, if not notified in writing by a City Representative within 90 days of the
receipt by the Trustee of the insurance proceeds that the City will use the proceeds to remove the
title defect, deposit such proceeds in the Base Rental Fund, and such proceeds shall be applied to
the prepayment of Certificates in the manner provided in Section 5.01(b) hereof.

(c) Any excess proceeds with respect to title insurance. rerhammg after application
pursuant to the terms of this Trust Agreement shall be paid to the C1ty to be used for any lawful

purpose.

Section 32.  Application of Amounts After Default by City. All damages or other
~ payments received by the Trustee from the enforcement of any rights and powers of the Trustee
under Section 13 of the Lease Agreement shall be held and applied in accordance with
Section 9.07 hereof.

Section 33. Moneys Held in Trust. The money and investments held by the Trustee
hereunder are irrevocably held in trust for the purposes herein specified, and such money and
investments, and any income or interest earned thereon, shall be expended only as provided
herein, and shall not be subject to levy or attachment or lien by or for the benefit of any creditor
of (i) the Clty, (ii) the Trustee, or (iii) any Owner or beneﬁc1al owner of any Certlﬁcate

Section 34.  Investments Authorized. Money held' by the Trustee in any fund or
account hereunder shall be invested by the Trustee in Permitted Investments, pending application
as provided herein, solely at the Written Direction of a City Representative, shall be registered in
the name of the Trustee, if registrable, for the benefit of the Owners, and shall be held by the
Trustee. A City Representative shall, where applicable, direct the Trustee prior to 12:00 p.m.
Pacific time on the Business Day prior to the date any Permitted Investment matures or is’
redeemed as to the reinvestment of the proceeds thereof. Money held in any fund, account, or
- subaccount hereunder may be commingled for purposes of investment only; provided, however,
that each fund, account, or subaccount held by the Trustee hereunder shall be accounted for
separately. If a City Representative shall fail to provide the Trustee with Written Direction with
respect to any moneys subject to investment, the Trustee shall, nevertheless, invest such moneys
in Permitted Investments listed in clause (a) that mature on the day prior to the next Interest
Payment Date or in Permitted Investments described in clause (d) of the definition thereof,
whichever yield is greater on the date of such investment; provided, however, that with respect to
funds on deposit in the Reserve Fund, absent Written Direction to the Trustee, the Trustee shall,
nevertheless, invest such moneys in Permitted Investments listed in clauses (a), (d) ot (h), which
(i) will mature on the day prior to the next Interest Payment Date; and (ii) bears the highest net
yield.
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The Trustee understands and acknowledges that any investments and reinvestments shall
be made after giving full consideration to the time at which funds are required to be available
hereunder and to the highest yield practicably obtainable giving due regard to the safety of such
funds and the date upon which such funds will be required for the uses and purposes required by
this Trust Agreement; provided, however, that investments purchased with funds on deposit in
the Reserve Fund shall have an average aggregate weighted term to maturity not greater than five
years. The Trustee may act as agent in the making or disposing of any investment. The Trustee
shall not invest any moneys held hereunder in Permitted Investments offered by or through the
Trustee or its affiliates unless (1) the Trustee determines such investment is consistent with the
investment restrictions contained herein, (2) all fees charged are reasonable, and (3) a City
Representative expressly consents in writing to the investment of the funds in the specific
Permitted Investment. The foregoing consent must be received for each specific investment;
blanket consents shall have no effect. All consents must be express and in writing and 31gned by
a City Representative.

Section 35.  Reports. The Trustee shall furnish monthly to the City a report of all
investments made by the Trustee, which will contain a list of investments and the interest
payment dates of such investments, and of all amounts on deposit in each fund and account
maintained hereunder, and the cost and market value of such investments, provided that the

" Trustee shall not be obligated to deliver an accounting for any fund or account that (a) has a
balance of zero and (b) has not had any activity since the last report was delivered. -

Section 36.  Valuation and Disposition of Investments. For the purpose of determining
the amount in any fund or account hereunder other than the Reserve Fund, all Permitted
Investments shall be valued on or before each [Payment Date 1] and [Payment Date 2] at the
greater of cost or market value. All Permitted Investments on deposit in the Reserve Fund shall
be valued on or before each [Payment Date 1] and [Payment Date 2]. The Trustee may sell at the
best price obtainable (the highest bid among three arm-length bids deemed to be satisfaction of
such requirement), but not to itself, or present for prepayment, any Permitted Investment so
purchased by the Trustee whenever it shall be necessary in order to provide money to meet any
required payment, transfer, withdrawal or disbursement from any fund or account hereunder, and
the Trustee shall not be liable or responsible for any loss resulting from such investment or sale,
except any loss resulting from its own negligence or misconduct.

Section 37.  Application of Investment Earnings. The Trustee shall deposit, as and
when received, all Investment Earnings on amounts on deposit in all funds, accounts and
subaccounts maintained by it hereunder with respect to the Certificates as follows (i) all
Investment Earnings on amounts on deposit in the Base Rental Fund and the Project Fund
(subject to the fifth paragraph of Section 4.03) shall be retained therein; (ii) all Investment
Earnings on amounts on deposit in the Reserve Fund shall be transferred to the Base Rental
Fund, unless the City otherwise directs in writing that such amounts are to be transferred to the
Rebate Fund; (iii) all Investment Earnings on amounts on deposit in the Rebate Fund shall be
retained therein; and (iv) all Invest