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FILE NO. 170468 ORDINANCE NO.

[Ordinance Authorizing Certificates of Participation - 1500 Mission Project - Not to Exceed
$321,765,000]

Ordinance authorizing the execution and delivery of Certificates of Participation on a
tax-éxempt or taxable basis evidencing and representing an aggregate principal
amount of not to excéed $321,765,000 to fund a portion of the development costs,
including construction and improvement, and related FF&E (furniture, fixture, or other
equipment), technology, and moving costs for the 1500 Mfssion office building;
authorizing the issuance of commercial paper notes in advance of the delivery of the
Certificates; appi'oving 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 Trdstee 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 certain property and facilities of the

City; approving the forms of Purchase Contract, Official Notice of Sale, and Notice of
Intention to Sell Certificates; directing the publication of the Notice of Intenticn 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; a'pproving modificatibns to documents and |
agreements; declaring the City’s intent to reimburse certain expenditures; and ratifyihg

previous actions taken in connection therewith.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.

Additions to Codes are in szngle underlzne ztalzcs Times New Roman font.
Deletions to Codes are in

Board amendment additions are in double-underlined Arial font. '
Board amendment deletions are in strikethrough-Arialfont.
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Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

WHEREAS, The Board of Supervisors (the “Board of Supervisors” or the “Board”) of
the City and County of San Francisco (the “City”) desires to fund a portion of the development
costs, including construction and improvement, and related FF&E (furniture, fixture, or other
equipment), technology, and moving costs for the 1500 Mission office building (the “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 costs of the 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 the property located at 1500 Mission Street, and/or other
property designated by the Director of Public Finance (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 L.ease Agreement, the Trust Agreement and
the Certificates will exist, have happened and have been performéd in due time, form and
manner in accordance with applicable law, and the Ci'ty 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, if applicable, the
Purchase Contract, and to cause the execution and delivery of the Certificates in the manner
and form provided in this Ordinance; and |

WHEREAS, The City has paid and expects to pay certain expenditures in connection
with the Project to be fihanced by the Certificates prior to the execution and delivery of the
Certificates, and the City intends to reimburse itself and to pay third parties for such prior
expenditures from the pcheeds of the Certificates; and

‘ WHEREAS, Section 1.150-2 of the Treasury Regulations pro_mulgated under the
Internal Revenue Code of 1986 (the “Reimburéement Regulations”) requires the City to
declare its reasonable official intent to reimburse prior exbenditures 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 respec’i 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 placed in service, but in no event later than three (3) years after the

expenditure is paid;

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 Ordinence takes effect

NOW THEREFORE, Be it ofdained 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. A

Section 2.  File Doeuments. The docurﬁents presented to the Board and on file with
the Clerk of the Board or her designee (collectively, the “Clerk”) are contained in File No.
170468.

Section 3. - Authorization of the Certificates. The Board hereby authorizes and
approves the execution and 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 Project. The proceeds of the Certificates will be used
to fund (i) costs of the Project, including repayment of commercial paper notes and interest.
thereon issued for such purpose; (ii) a debt service or other similar reserve, as appropriate;
(iii) capitalized interest, if any; and (iv) costs of the execution and delivery of the Certificates.
The Certificates shall’ be designated as “Certificates of Participation (1500 Mission 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 Three
Hundred Twenty One Million Seven Hundred Sixty Five Thousand Dollars ($321 765,000),
and shall evidence interest at a true interest cost up to but not to exceed twelve percent (12%)

per annum. The Certificates shall be subject to prepayment as set forth in the Lease

Mayor Lee
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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 and/or a debt service reserve fund surety policy. |

The Director of Public Finance is hereby authorized, to the extent such officer deems it
necessary or advisable and in the interests of the City, to cause the execution 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 Trust Agreement; Authorization of the Selection of the
Trustee. The form of the Trust 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 City Controller or his designee (the _
“Controller”) is heréby authorized to exécute and delive.r the Trust Agreement, and the Clerk is
hereby authorized to attest to and affix the seal of the City on the Trusf Agreement, with such
changes, additions and modifications as made or approved in accordance with Section 13
hereof. |

The Director of Public Finance is hereby authorized to select the Trustee in accordance |
with City policies and procedures.

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
the Property Lease, and the Clerk is hereby authorized to attest to and affix thé seal of the
City on the Property Lease, with such changes, additions and modifications as made or

approved in accordance with Section 13 hereof.

Mayor Lee
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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

" made or approved in accordance with Section 13 hereof; provided, however, that the

maximum Base Réntal (as defined in the Lease Agreement) to be paid under the Lease
Agreement in any fiscal year shall not exceed Twenty Four Million Dollars ($24,000,000) and
the initial stated term of the Lease Agreement shall not extend beyond the 35 year following
its date of execution, as such initial term may be extended in accordance 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 respe’ct thereto.

» ~ Section 8.  Official Statement. The form of proposed Preliminary Official Statement
describing the Certificates (the “Preliminary Official Statement”) submiited to the Board of
Supervisoré is approved and adopted as the Preliminary Official Statement describing the
Certificates, with 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 Sécurities Exchange Act of

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

distributed to prospective bidders or purchasers for the Certificates the Preliminary Official

Mayor Lee
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Statement }in substantially the form of the Preliminary Official Statement approved and
adopted by this Ordinancé, as completed, supplemented, corrected or revised. The Controller
is authorized and directed to approve, execute, and deliver the final Official Statement with
réspec’t to the Certificates, which final Official Statement shall be in the form of the Preliminary
Official Statement, 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 (fhe “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 changes, additionks
and modifications as made or approved in accordance with Section 13 hereof. The Controller
is authorized and directed to execute the Continuing Disclosure Certificate on behalf of the
City and deliver 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 Confroller or the Direétor of Public Finance is hereby authorized
and directed to award the Certificates to the bidder whose bid represents the lowest true
interest cost to the City (as confirmed by the City's municipél 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

Mayor Lee

BOARD OF SUPERVISORS Page 7




—

© o ~N o o b w N

JE T (T CUT R G Gt U U Y
N RN oo I o an r o v >0

Intention to Sell the Cettificates, and thé Confroller or the Director of Public Finance is
authorized and directed to cause the Notice of intention to Sell Certificates, subject to such
changes, additions and modifications as made or approved in accordance with Section 13
hereof, to be published once in The Bond Buyer or another financial publication generally
circulated thrdughout the State of California.

* If the Controller or the Director of Public Finance determines to sell the Certificates by
negotiated sale, the Controller or the Director of Public Finance is hereby authorized to sell
the Certificates by negotiated sale pursuant to one or more purchase contracts (each, a
“Purchase Contract”) by and between the City and the underwriters named therein; prdvided,
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 Certificates in accordance with City policies
and procedUres, including but not limited to the City’s policy to provide loéally disad.vantagéd
business enterprises an equal opportunity to participate in the performance of all City
contracts. |

Section 11. Reimburéenﬂent. 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 Project or portions thereof with the proceeds of the Cértificateé. The
Board of Supervisors declares the City’s intent to reimburse the City with the proceeds of the
Certificates for the expenditures with respect to the Project (the “Expenditures” and each an
“Expenditure”) made on and after that date that is no more than 60 days prior to adoption of

this 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.

Mayor Lee
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Each Expenditure was and will be either (a) of a type properly chargeable to a c_apital
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, (¢) a nonrecurring
item that 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 so long as such grant does not impose any obligation or
condition (direétly 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 Project is $321,765,000. 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 Expendituré is paid or the 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 recognizes
that excepﬁons 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.

Séction 12. General Authority. The Mayor, the City Treasurer, the City Controller, the
City Attorney, 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
such 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 the
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 and/or other credit enhancements and/or a surety policy with respect to the

Certificates, to obtain title insurance, to clear any encumbrances o title and to carry out other

Mayor Lee
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title work. Any such actions are solely intended to fuirther the purposes of this Ordinance, and
are subject in all respects to the terms of this Ordinance. No such actions shall increase the
risk to the City or require the City to spend any resources not otherwise granted herein. Final
versions of any such documents shall be provided to the Clerk of the Board 'of Supervisors for
inclusion in the official file within 30 days of execution (or as soon thereafter as final
documents are available) by all parties. |

Section 13. Modifications, Changes and Additions. The Mayor, the Ci‘ty Treasurer,
the Controller and the Director of Public Finance each are hereby aAuthorized fo make such
modifications, changes and additions to the documents and agreéments 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 materiélly increase the City’s obligaﬁons or
reduce its rightS%fthereLlnder or héreunder. The respective official's approval of such
modifications, changes and additions shall be conclusivély evidenced by the execution and
delivery 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 andlapproved by this Ordinance but heretofore taken are hereby

ratified, approved and confirmed by the Board.

APPROVED AS TO FORM:

DENNIS J. HERRERA, CVey
By:&/////\/ P .
Mark'D. Blak& =~

Deputy City Attorney
n:\legana\as2017\1600403\01187228.docx

Mayor Lee , ,
BOARD OF SUPERVISORS : Page 11




FILE NO. 170468

LEGISLATIVE DIGEST

[Ordinance Authorizing Certificates of Part|c1pat|on 1500 Mission Project - Not to
Exceed $321,765,000]

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 $321,765,000 to fund a portion of the development costs,
including construction and improvement, and related FF&E (furniture, fixture, or other
equipment), technology, and moving costs for the 1500 Mission office building;
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 certain property and facilities of the
City; 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.

, Existing Law
This is new legislation. :

Background Information

The proposed legislation authorizes the City to cause the execution and delivery of not to
exceed $321,765,000 of its Certificates of Participation (“Certificates”) to fund costs (inlcuding
furniture, fixtures or other equipment) associated with the 1500 Mission office building. The
Bonds will be issued under the terms of a Trust Agreement. Oroceeds of the Certificates will
be used to fund (i) costs of the Project, including repayment of commercial paper notes and
interest thereon issued 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 execution and
delivery of the Certificates.

Interest on the Certificates cannot exceed 12% per annum. The Director of Public Finance is
authorized to sell the Certificates by competitive or negotiated sale, but if the Director
proceeds by negotiated sale the compensation to the underwriter cannot exceed 1% of the
principal amount of the Certificates.

BOARD OF SUPERVISORS Page 1




FILE NO. 170468

The Ordinance also authorizes the execution of a Property Lease and Lease Agreement.
Under the Property Lease the City will lease the site of the 1500 Mission office building to the
Trustee, and under the Lease Agreement the Trustee will lease the improved property back to
the City. Lease payments (not to exceed $24,000,000 per year) made by the City under the
Lease Agreement will be applied to the paymnet of principal and interest on the Certificates.

The Ordinance also declares the City’s official intent to reimburse itself with bond proceeds for
project expeditures paid with cash prior to the execution and delivery of the Certificates.
Delcaration of the City’s intention to reimburse itself is a requirement of the Internal Revenue
Code of 1986, as amended.

BOARD OF SUPERVISORS ‘ ' Page 2



BUDGET AND FINANCE COMMITTEE MEETING May 18, 2017

items 12, 13 and 14 Departments: .
Files 17-0468, 17-0464 and 17-0471 | Controller, Office of Public Finance
' Real Estate Division

Public Works

Legislative Objectives

e File 17-0468: The proposed ordinance would authorize the execution and delivery of
Certificates of Participation (COPs) on a tax-exempt or taxable basis for a not to exceed
$321,765,000 to fund a portion of the development costs, including construction,
improvement and related furniture, fixture and equipment (FF&E), technology and
moving costs for the 1500 Mission Street office building; authorize issuance of commercial
paper notes in advance of the delivery of the COPs; authorize selection of Trustee by
Director of Public Finance; approve the form and execution of all required documents
including the Trust Agreement, Property Lease, Lease Agreement, Purchase Contract,
Official Notice of Sale and Notice of Intention to Sell COPs, Preliminary Official Statement,
Official Statement and Continuing Disclosure Certificate; approve and ratify actions and
modifications by City officials to sell the COPs; and declare City’s intent to reimburse
expenditures.

e File 17-0464: Supplemental appropriation ordinance for $321,765,000 of proceeds from
COPs to fund the development costs of the 1500 Mission Street office building and related
furniture, fixture or other equipment, technology and moving costs and placing the total
$321,765,000 of proceeds on Controller’s Reserve pending the sale of the COPs.

e File 17-0471: Resolution ratifying the Conditional Purchase Agreement for the City’s
Acquisition of an office project at 1500 Mission Street and authorizing the Director of
Property and City staff to proceed with the proposed office project; confirming the City’s
authorization to issue commercial paper and/or certificates of participation to pay for the
land acquisition and complete the proposed office project; adopting environmental
findings under the California Environmental Quality Act (CEQA); and making findings of
consistency with the General Plan and with the eight priority policies of Planning Code
Section 101.1.

Key Points

e On December 9, 2014, the Board of Supervisors approved a Conditional Land Disposition
’ and Acquisition Agreement with Related to develop a City-owned office building at 1500
Mission Street, subject to environmental approval. The City intended to sell three City-
owned buildings and finance the balance of the costs to construct the new City office
building with commercial paper and Certificates of Participation (COPs).

e On March 21, 2017, the Board of Supervisors approved the sale of three City-owned
properties at (a) 1660 and 1680 Mission Street for $52,000,000 and (b) 30 Van Ness for
$70,000,000 for total sales proceeds of $122,000,000. Escrow has now closed on these
properties. As the costs were lower than projected the City actually received net proceeds

. 0of $97,069,836 from these sales, instead of $93,935,000, an increase of $3,134,836.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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e On March 23, 2017, the Planning Commission approved actions, which are subject to
Board of Supervisors final approval for a new City office building at 1500 Mission Street.

Fiscal Impact

e The City would pay Related, the developer, $56,180,772 under the previously approved
Conditional Purchase and Sale Agreement, for the land acquisition and predevelopment
costs. The comparable current market value of this acquisition is $74,000,000 based on an
appraisal completed in April 2017 by R. Blum+ Associates for the Real Estate Division, such

. that the City’s cost is 76% of the current market value. The Construction Management
Agreement is estimated at $270,510,181. The total maximum costs for land acquisition,
design and construction of the new City office building is $326,690,953.

e Office of Public Finance is requesting authorization to issue a total not to exceed
$321,765,000 of COPs, including an estimated par amount of $314,131,000.

Policy Consideration

e The requested $29,397,433 for FF&E, technology and moving expenses is $17,099,033 or
139% more than previously estimated, with no details or bids provided.

¢ The proposed new office building will create an estimated net increase of 154,760 square
feet of new space. With such significant increases in space, the amount of leased space
and lease costs in the Civic Center should be reduced, resulting in the termination of
existing City leases, as the Board of Supervisors were advised in 2014 when the 1500
Mission Street office building was approved.

Recommendations

e Amend the proposed ordinance (File 17-0464) to reflect the recommended savings shown
in Table 3, based-on the proceeds from the sale of the three City buildings resulting in an
additional $3,134,836 for the Project Fund. '

e Amend the proposed ordinance (File 17-0464) to place $28,397,433 of the requested
$29,397,433 on Budget and Finance Committee Reserve for FF&E, technology and moving
to allow $1,000,000 to be released now. The $28,397,433 on reserve should not be
released, pending a report that identifies (a) number of employees and amount of space
currently used by each City department, (b) number of employees and amount of space
proposed to be used by each City department in the new City building, and (c) existing City
leases that will be terminated, existing City leases that will be backfilled or reused,
including square footage of leases, rent savings and any additional costs. The City should
maximize the leases terminated and City departments and employees relocated into the
new City office building, as originally proposed to the Board of Supervisors when this
project was approved. To request release of the $28,397,433 being placed on reserve,
Public Works should maximize the City’s existing furniture for reuse and moved into the
new building and minimize additional City expenses. Details should be provided and bids
obtained prior to requesting the release of a reduced amount of funding for this purpose.

e Approve the proposed ordinance (File 17-0464), as amended.
e Approve the proposed ordinance (File 17-0468) and resolution (File 17-0471).

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

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

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

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

I BACKGROUND

Development of City Office Building at 1500 Mission Street

On December 9, 2014, the Board of Supervisors approved a Conditional Land Disposition and
Acquisition Agreement (Agreement) with Related California Urban Housing, LLC (Related)! to
develop a new City-owned office building at 1500 Mission Street, subject to environmental
review and approval based on total estimated project costs of $338,989,353. Related plans to
develop this site to include (a) an approximately 463,300 gross square foot 16-story City-owned
office building along 11" Street and (b) a 39-story, 550 residential unit development with
ground floor retail, at Mission Street and South Van Ness Avenue (Ordinance 254-14). To fund
the City’s new office building project, the City intends to use the proceeds from the sale of
three other City-owned buildings and finance the.balance with commercial paper and
Certificates of Participation (COPs). ' '

On March 21, 2017, the Board of Supervisors approved the sale of three City-owned properties
at (a) 1660 and 1680 Mission Street for $52,000,000 (File 17-0213) and (b) 30 Van Ness for
$70,000,000 (File 17-0214) for total sales proceeds of $122,000,000. On May 2, 2017, the Board
of Supervisors approved a supplemental appropriation of $122,000,000 from the sale of these
three City buildings, as summarized in Table 1 below (File 17-0201; Ordinance No. 094-17).

! Related California Urban Housing LLC created a subsidiary, Goodwill SF Urban Development LLC, to acquire and
develop this site.
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Table 1: Previously Approved Supplemental Appropriation

Sources and Uses Total

Sources . 4

Sales proceeds from 30 Van Ness and 1660 and 1680 Mission Street ‘ $122,000,000
Total Sources - ' : $122,000,000

Uses ‘ '

Sales Commissions and Expenseé A 1,000,000

Defeasance of Series 2001A and 2007A COPs . 27,065,000

Balance to Controller’s Capital Project Fund Account for new Office Building 93,935,000
Total Uses " $122,000,000

Accordin‘g to Mr. John Updike, Director of Real Estate, escrow closed on the two properties at -
1660 and 1680 Mission Street on May 1, 2017 and on 30 Van Ness on May 5, 2017. As the sales

commissions and defeasance costs were slightly lower than projected, the City actually received

net proceeds of $97,069,836 from these sales, instead of $93,935,000, an increase of

$3,134,836.

- As part of these sale transactions, the City entered into leases for these three properties which
expire on April 30, 2020, with options to extend for two additional one-year terms. The initial
termination date of these leases coincides with the anticipated completion of a new City office
building at 1500 Mission Street, at which time the employees in these three buildings will
relocate to the new City office building at 1500 Mission Street. If the Board of Supervisors does

"not approve the proposed resolution to develop a new City office building at 1500 Mission
Street, the City erﬁployees located in these three office buildings will need to be relocated at
the end of these leases.

Construction of the 1500 Mission Street City office building is anticipated to begin in October -
2017 and extend for two years. The development is anticipated to be substantially complete by
November 2019. City staff would then move into this building through the spring of 2020.

Approval of Planning and Environmental Authorizations

On March 23, 2017, the Planning Commission

(a) Certified the Final Environmental Impact Report (FEIR) and adopted California
Environmental Quality Act (CEQA) findings for the 1500 Mission Street projects;

(b) Recommended a General Plan Amendment to revise the height and bulk limits, allow for
additional office use parking and permit office uses above the fourth floor for non-City
occupancy for this project;

{c) Recommended a Planning Code Amendment to create the 1500 Mission Street Special
Use District to modify the height and bulk limits and related office enhancements while
requiring the developer to provide 20% affordable housing units, instead of the required 13.5%;

(d) Adopted Shadow Findings that would not adversely affect public open space; and

(e) Approved a Downtown Project Authorization, which approves the office and residential
development projects as proposed, subject to a lengthy list of conditions of approval and the
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Board of Supervisors approval of the General Plan Amendment and the Planning Code
Amendment.

On May 9, 2017, the Board of Supervisors approved the first reading on two ordinances (Files
17-0408 and 17-0348) to approve the above-noted General Plan Amendments and the Planning
Code Amendments, incorporating the CEQA findings, as required for the 1500 Mission Street
project.

Certificates of Partici‘pation

Certificates of Participation (COPs) are a form of long-term debt which are sold to investors for
a portion of the lease revenues from a specific City-owned property, such that the investors
“participate” in receiving lease revenues in the form of debt service payments. Although COPs
generally have higher interest rates and are therefore more expensive than general obligation
bonds, general obligation bonds require San Francisco voters’ approval whereas COPs can be
approved by the Board of Supervisors and Mayor. Under the COP structure, the City leases a
City-owned property to a trustee in consideration for a one-time lease payment from the
-trustee to the City that is equal to the proceeds from the issuance of the COPs. The trustee
subsequently subleases the same City-owned property back to the City in return for semi-
annual rent payments equal to the debt service (including principal and interest) due on the
COPs. This lease-sublease structure is known as an asset transfer model. Under this asset
transfer model, the City-owned property leased to the trustee serves as collateral to the trustee
on the issued COPs. After the COPs are fully repaid by the City, the City-owned property,
previously leased to the trustee, reverts back to the City.

DETAILS OF PROPOSED LEGISLATION

File 17-0468: The proposed ordinance would

¢ Authorize the execution and delivery of Certificates of Participation (COPs) on a tax-
exempt or taxable basis for a not to exceed $321,765,000 to fund a portion of the
development costs, including construction, improvement and related furniture, fixture
and equipment (FF&E), technology infrastructure and moving costs for the 1500 Mission
Street office building;

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

e Approve the form of Trust Agreement between the City and County of San Francisco
(City) and the Trustee (including certain indemnities contained therein);

s Authorize the selection of the Trustee by Director of Public Finance;

? The City’s maximum authorization for commercial paper is $250 million. Ms. Nadia Sesay, the Director of the
Office of Public Finance advises that as of April 2017, $218 million of the $250 million is outstanding. However,
. the pending issuances of COPs for the Moscone Expansion and HopeSF will free up commercial paper capacity.
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* Approve the respective forms of a Property Lease and a Lease Agreement, each
between the City and the Trustee for the lease and lease back of 1500 Mission Street
City property and facilities; :

e Approve the forms of Purchase Contract, Official Notice of Sale and Notice of Intention
to Sell COPs; ‘
e Direct the publication of the Notice of Intention to Sell COPs;

e Approve the form of the Preliminary Official Statement and the form and execution of
the Official Statement relating to the sale of the COPs; '

e Approve the form of the Continuing Disclosure Certificate;

e 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 in connection therewith.

File 17-0464: The proposed ordinance would appropriate $321,765,000 of proceeds from COPs
to fund the development costs of the 1500 Mission Street office building and related furniture,
fixture and ‘equipment, technology and moving costs and place the total $321,765,000 on
Controller’'s Reserve pending the sale of the COPs.

File 17-0471: The proposed resolution would

e Ratify the Conditional Purchase Agreement for the City’s acquisition of an office project
at 1500 Mission Street and authorize the Director of Property and City staff to proceed
with the proposed office project.

s Confirm the City’s authorization to issue commercial paper and/ok Certificates of
Participation to pay for the land acquisition and complete the proposed office project.

e Adopt environmental findings under the California Environmental Quality Act (CEQA).

» Make findings of consistency with the City’s General Plan and the eight priority policies
of Planning Code Section 101.1.

As noted above, on December 9, 2014, the Board of Supervisors approved a Conditional Land
Disposition and Acquisition Agreement with Related to develop a new City-owned office
building at 1500 Mission Street, subject to final environmental review and final approval by the
Board of Supervisors. As discussed above, on May 9, 2017?, the Board of Supervisors approved
the first readings on Files 17-0408 and 17-0348, related to the General Plan, Planning Code and
environmental requirements for the subject project. As provided in the previous Conditional
Land Disposition and Acquisition Agreement, the Board of Supervisors must now either

® The second and final approval of these ordinances is scheduled for the May 16; 2017 Board of Supervisors
meeting.
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(a) Ratify the Conditional Purchase Agreement and proceed with the City’s acquisition of
the office parcel and developer’s completion of the proposed office project for the City, or

(b) Reject the Conditional Purchase Agreement and not proceed with the City's
acquisition of the office parcel solely on the basis of the environmental impacts of the proposed
office project disclosed in the environmental review documents that have not been adequately
mitigated or overridden under CEQA.

" The proposed resolution would ratify the Conditional Purchase Agreement and authorize the
Director of Property and City staff to proceed with the City’s acquisition of 1500 Mission Street
and complete the proposed office project in accordance with the terms of the Conditional
Purchase Agreement.

Under the proposed Conditional Purchase Agreement, Related would sell the City the fully-
entitled post-CEQA approved property at 1500 Mission Street at a cost of $32,332,524,
including real estate commissions and fees. If the proposed resolution is approved, it is
anticipated that the City would acquire this property on approximately July 1, 2017. Concurrent
with the acquisition of the property, the City would also be authorized to enter into a
Construction Management Agreement with Related to manage and complete the construction
of a new City office building on this site.

As shown in Table 2 below, the City would pay Related an estimated $56,180,772 under the
previously approved Conditional Purchase and Sale Agreement, for the land acquisition and
predevelopment costs, including environmental documents and approvals. The comparable
current market value of this acquisition is $74,000,000 based on an appraisal completed in April
2017 by R. Blum+ Associates for the Real Estate Division, such that the City’s cost is 76% of the
current market value. The estimated costs of the Construction Management Agreement is
$270,510,181, with total maximum costs for the land acquisition, design, development and
construction of the new City office building at 1500 Mission Street of $326,690,953.

Table 2: Total Cost of 1500 Mission Street Project

Conditional Purchase and Sale Agreement : ‘ $56,180,772
Construction Management Agreement 270,510,181
Total Project Cost $326,690,953

When the City acquires the land and enters into the Construction Management Agreement for
$270,510,181 with Related, Related will enter into a general construction contract, which is
structured as a Guaranteed Maximum Price (GMP). Related, as the developer and construction
manager, has contracted with Skidmore, Owings and Merriil as the architect and will enter into
a GMP with a general contractor when the City acquires the land. If at any point, Related
believes the total project cost will exceed $326,690,953, Related must notify the City to discuss -
alternatives to design, square footage, finishes or other changes to be made so as not to exceed
the $326,690,953. Under these agreements, Related has no authority to increase the budget
beyond $326,690,953. Construction is anticipated to commence in the fall of 2017 and extend
for approximately 26 months or through the end of 2019.
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‘The proposed resolution would also adopt the CEQA findings and General Plan and Planning
Code Section 101.1 findings from the General Plan amendment legisiation and incorporate such
findings in this resolution.

FISCAL IMPACT

In 2014, the Board of Supervisors approved nonrefundable payments to Related of $1,000,000
for land acquisition and $250,000 for schematic design. If the proposed resolution is approved,
the $1,250,000 will be credited to the City’s development costs. If the proposed resolution is
not approved, the $1,250,000 will not be refunded by Related.

In 2014, the Board of Supervisors also appropriated $8,072,300 which was set aside to
potentially reimburse Related for architecture, engineering, environmental and professional
fees and permits costs. In accordance with the agreements, if the Board of Supervisors does not
authorize the issuance of the subject COPs or does not approve the Conditional Purchase
Agreement with Related, the City would be responsible for up to $7,072,300 of costs from the
$8,072,300 appropriated funds to Related for reimbursement of their predevelopment and
‘entitlement costs incurred on this project.

COPs and Supplemental Appropriation of Funds

Table 3 below identifies the sources and uses for the current supplemental appropriation (File
17-0464) and the proceeds from the sale of the COPs and recommended amendments. These
amendments are recommended because as shown beneath Table 1 above, the proceeds from
the sale of the three City buildings resulted in an additional $3,134,836 for the Project Fund.
These additional proceeds reduce the required Project Fund Costs as detailed in Table 4 and
shown in Table 3 below from $231,505,953 to $228,371,117, a savings of $3,134,836.

Table 3: Sources and Uses for COPs

Sources and Uses Current Recommended
Sources
COP Par Amount $317,265,000 | $314,131,000
COP Reserve for Market Uncertainty 4,500,000 7,634,000
Total Sources $321,765,000 | $321,765,000
Uses
- Project Fund Costs $231,505,953 | $228,371,117
- FF&E, Technology Equipment and Moving Costs 29,397,433 29,397,433
- Controller’s Internal Audit Fund (0.2% of project costs) 653,382 653,382
Total Project Fund Deposits $261,556,768 | $257,768,550
- Bond Reserve 21,832,100 21,832,100
- Capitalized Interest and Fees 31,051,471 31,051,471
- Bond Issuance Costs 603,807 604,643
- Underwriter’s Discount Fee 2,220,854 2,220,854
Total COP Delivery Expenses $55,708,232 $55,709,068
- Reserve for Market Uncertainty 4,500,000 7,634,000
Total Uses $321,765,000 | $321,765,000
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The proposed supplemental appropriation ordinance (File 17-0464) should therefore be
amended to reflect the recommended amounts shown in Table 3 above.

Sources of Funds

COP Par Amount

As shown in Table 3 above, the Office of Public Finance is requesting authorization to issue a
total not to exceed $321,765,000 of COPs, including an estimated par amount of $314,131,000.
To date, the underwriter has not yet been selected. The ordinance (File 17-0468) authorizes the
Office of Public Finance to conduct this transaction on a competitive or negotiated basis. The
Office of Public Finance anticipates issuing this transaction on a competitive basis. However,
Ms. Nadia Sesay, Director of the Office of Public Finance advises that a negotiated sale could
occur, if the City’s credit rating significantly deteriorates or future market disruptions occur.

According to Ms. Sesay, the City’s plan is to finance the initial acquisition and development of
the 1500 Mission Street building’s expenses from the net sales proceeds from 30 Van Ness and
1660 and 1680 Mission Street, and then to issue commercial paper as interim funding for up to
two years, while the project is being constructed, before issuing the COPs. The proposed
ordinance (File 17—0468) also authorizes the Office of Public Finance to issue commercial paper
to fund the development costs prior to the issuance of the COPs.

Ms. Jamie Querubinin the Controller’s Office of Public Finance advises that one issuance of the
COPs are anticipated to be sold no earlier than summer 2018 and no later than fall 2019,
depending on available commercial paper capacity at a par amount of $314,131,000. Assuming
a 30-year term and an estimated interest rate of 5.5%, the total estimated debt service to the
City will be $660,705,075*, which includes $314,131,000 principal and $346,574,075 of interest
expense. The estimated average annual debt service on the COPs is $21,044,000, which would
be repaid by the City over the 30-year term, subject to Board of Supervisors annual
appropriation approval.

To pay the annual debt service, the tenants that occupy the new City office building would be
charged commensurate rental fees. Ms. Querubin estimates the cost per square foot will be
apprdximately $64 in year one, increasing to $78 per square foot in the last year of the 30-year
term, which includes debt service costs plus operating expenses. Although the composition of
all the City tenants to occupy the new 1500 Mission Street building has not be determined,
most of the City departments that will occupy 1500 Mission Street do not currently receive
.General Fund support.

Mr. John Updike, Director of Real Estate advises that new Civic Center leases currently range
from approximately $60 to $65 per year.” Mr. Updike further advises that if the City was to
lease office space beginning in 2019, the rate would be at least $60 per square foot per year

* The $660,705,075 reflects total gross debt service, including capitalized interest, reserve fund for the final debt
service payment and ongoing annual costs of administration (i.e., insurance, trustee fees).
® Based on CRBE 2016 fourth quarter data reported by Mr. Updike.
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and under a conservative annual escalation of 1% per year, the rate per square foot per year
after 30 years would be $80 per square foot. After 30 years, assuming no major tenant
improvements, the cost per square foot for the City-owned 1500 Mission Street would
decrease after completing all debt service payments.

COP Reserve for Market Uncertainty ~

As noted above, the Office of Public Finance anticipates one issuance of the estimated par
amount of $314,131,000 of COPs no earlier than summer 2018 and no later than fall 2019,
depending on available commercial paper capacity or in approximately 2.5 years. Given that the
interest rates at the time of issuance are not currently known, the Office of Public Finance
included $7,634,000 as a COP Reserve due to market uncertainty. Ms. Sesay advises that the
typical range for such a COP Reserve is between 1% and 3% of the par amount of the COPs. The
$7,634,000 represents 2.4% of the estimated par amount of $314,131,000. If a portion of this
COP Reserve for Market Uncertainty is not required, these funds will not be expended.

Uses of Funds
Project Fund Costs

Based on Public Works’ total project development costs of$326,690,953 and Board of
Supervisors previous approvals, as shown in Table 4 below, the net Project Fund cost is
$228,371,117 to be financed with the subject COPs.

Table 4: Net Project Development Costs

Land Acquisition Costs $32,332,524
Financing Costs during Predevelopment 8,904,313
Architectural and Engineering, Professional Fees and Insurance 15,906,196
Construction Costs/ Fees, Permits & Taxes/ Development
Management Fees and Return on Equity 269,547,920
Total Project Development Costs l $326,690,953
FY 2014-15 funds appropriated for land acquisition and design® ($1,250,000)
Total Appropriation Funds for Project Development - ' $325,440,953
Net proceeds from the recent sale of 3 properties (697,069,836)
Net Project Development Costs : $228,371,117

Source: Samuel Chui, Public Works and Joshua Keene, Real Estate.

FF&E, Technology Equipment and Moving Costs

In December 2014, when the Board of Supervisors approved the Conditional Land Disposition
and Acquisition Agreement with Related to develop a new City office building at 1500 Mission
Stréet, the total estimated cost for furniture, fixtures and equipment (FF&E), technology and
moving expenses was $12,298,400. However, as shown in Table 3 above, the requested

® In accordance with the original agreement between the City and Related in 2014, the City, through the Department
of Building Inspection, paid Related non-reimbursable $1,000,000 toward acquisition of the property at 1500
. Mission Street and $250,000 for schematic design.
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supplemental appropriation would fund $29,397,433 for FF&E, technology and moving costs,
an increase of $17,099,033 or 139%. Table 5 below compares the earlier $12,298,400 estimate
with the current $29,397,433 request for FF&E, technology equipment and moving costs, an
increase of $17,099,033 or 139%.

Table 5: Comparison of Costs for FF&E, Technology and Moving Expenses

Description and Assumptions 2014 Costs Current Increase/(Decrease)
Estimated Costs Over 2014 Costs

Workstation Furniture $4,500,000* $6,750,000%* $2,250,000
Ancillary Furniture*** 0 5,170,140 5,170,140
Moving 5,000,000 4,481,168 (518,832)
Department of Technology/IT Expenses 2,798,400 10,771,125 7,972,725
City staff and consultant services 0 2,225,000 2,225,000
Total $12,298,400 $29,397,433 $17,099,033

Source: Josh Keene of Real Estate Division and Samuel Chui of Public Works

* Assumes $3,000 per FTE @ 1,500 FTEs.

** Assumes $4,500 per FTE @ 1,500 FTEs.

**% Assumes $12 per square feet of net rentable area of 430,845 square feet.

According to Mr. Samuel Chui, Project Manager at Public Works, Public Works began formally
managing this project in 2016 and has incurred DPW staff and other costs associated with this
project since then. Mr. Chui further advises that the Real Estate Division’s earlier estimate is
comparable to the costs of moving into an existing office building and does not reflect the
realities of new construction, which requires furniture and equipment that is not part of tenant
improvements, furniture and equipment for a new permit center, common areas and building
support, building connection to the City’s fiber infrastructure in the streets, application of Voice
over Internet Protocol (VolP) for the telephony system, network equipment and infrastructure
for building systems and City business needs. In addition, the requested $29,397,433 is not
based on actual bids.

Based on DPW’s cost proposal provided to the City Administrator in September 2016, DPW will
incur approximately $1,000,000 of expenses for consultant peer review, two DPW project
managers and City Attorney legal fees through FY 2017-18. Therefore, $1,000,000 should be
released at this time and the remaining $28,416,265 placed on reserve pending details and
reductions provided.

Controller’s Internal Audit Fund

The Controller’s City Services Auditor would receive $653,382 from the subject COPs to provide
.internal audit functions. In accordance with Appendix F of the City’s Charter, this amount is
based on 0.2% of City project development costs of $326,690,953.

Total COP Delivery Expenses

The COP fees and expenses include the bond reserve, capitalized interest and fees, bond
issuance costs, underwriter’s discount, and a reserve for market uncertainty. According to Ms.
Querubin, the bond reserve amount of $21,832,100 (Table 3 above) is calculated at 100% of the
maximum annual debt service for the COPs over the 30-year term and is required to be set
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aside. The capitalized interest and fees amount of $31,051,471 (Table 3 above) assumes
estimated accrued interest and fees for the potential use of commercial paper for up to two
years prior to the issuance of the COPs and the capitalized interest for up to one year from the
date of bond issuance. Bond issuance costs of $604,643 (Table 3 above) include legal fees,
financial advisory fees, rating agency fees, printing, bond insurance and other issuance
expenses. Underwriter’s discount of $2,220,855 (Table 3 above) is the fee paid to the
underwriter of the COPs for dissemination of the bonds. The reserve for market uncertainty of
$7,634,000 (Table 3 above) represents the additional amount included in-the supplemental to
allow for fluctuations in market interest rates from the date of authorization by the Board of
Supervisors until the time of the sale of the COPs.

POLICY CONSIDERATION

Relocation of City Departments and Use of Space at 1500 Mission Street

In July 2014, the Board of Supervisors approved Resolution No. 312-14 authorizing the City to
enter into an Exclusive Negotiation Agreement and Letter of Intent with Related to develop a
new City-owned office building. Resolution No. 312-14 also authorized the Director of Property
to provide a report detailing City office space requirements, the specified projected uses and
staffing for the new City office building and the overall plan for Civic Center office space. In
response, working with Real Estate, the Controller’s Office provided a report to the Board of
Supervisors in the fall 2014 that projected potential City staff and square feet requirements for

" a new office building for FY 2018-19.

This 2014 report projected consolidating office space for five City departments, including (a)
Public Works, (b) Department of Building Inspection, (c) City Planning, (d) Retirement and (e)
Health Services System, currently in City-owned space or leasing office space in the Civic
Center. At the time, the Board of Supervisors was advised that this new City office building was
anticipated to add approximately 100,000 square feet of new City-owned office space and
reduce the amount of leased space in the Civic Center. According to Mr. Updike, the net
increase in square feet of City office space is now estimated at 154,760 square feet. With the
information contained in the report, the Board of Supervisors on December 9, 2014 approved
the Conditional Land Disposition and Development Agreement with Related for the City office
building at 1500 Mission Street.

Table 6 below compares the square feet requirements specified in this 2014 report’ projected
to FY 2018-19 to what Public Works and Real Estate are now reporting are City department
requirements for the new City office building.

7 The square footage amounts in the 2014 report were based on 463,300 gross square feet, which has been converted
to rentable square feet in Table 6 below to provide a comparison with the rentable square feet for 2017,
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Table 6: Comparison of Square Footage Use of 1500 Mission Street

2014 2017

Rentable | Rentable {Increase/(Decrease)
Departments ,
Square | Square Square Feet

Feet Feet
Public Works 181,018 194,588 13,570
Building Inspection 63,086 56,819 (6,267)
Planning 49,574 59,910 10,336
Health Service System® 18,682 - (18.682)
Retirement’ 35,360 - (35,360)
Other Tenants (TBD) 5,405 25,102 25,102
Permit Center™® 28,791 38,960 10,169
Common Areas and Building Support 52,043 55,466 3,423
TOTAL 433,959 | 430,845 (3,114)

As shown in Table 6 above, the square feet allocated to Public Works, Planning and DBI are
proposed to increase significantly. Regarding the differences in square footage for the various
City departments, Mr. Chui advises that DBI's 6,267 square foot reduction in space is more than
offset by the estimated 22,000 square feet of space that DBI will occupy in the new one-stop
permit center, in which Building Inspection will be the anchor tenant, along with at least 11
other City departments. Mr. Chui also notes that the 10,336 square foot increase in Planning’s
space may enable another tenant to occupy a portion of this space. The Common Areas and
Building Support include the lobby, conference center, childcare facilities, potential wellness
center and other building support functions. According to Mr. Updike, the square footage
requirements for the common areas and building support increased by 3,423 square feet
because the entire first floor will now be common areas, with additional conference and
training rooms and facilities.

However, the most notable change in the proposed plans is the elimination of Health Service
System for 18,682 square feet and Retirement System for 35,360 square feet or a total of
54,042 square feet from the new City office building. Currently, both of these City departments
rent space at 1145 Market Street at an annual rental cost of approximately $2,314,000, with
leases that expire in 2023 and 2024 respectively. In addition, the previous plan provided for an
additional 5,405 square feet for other potential tenants or 59,447 square feet total for other
City tenants. Instead, the current proposal only allows for 25,102 square feet for other City

® Health Service System currently occupies 19,500 square feet of leased office space at 1145 Market Street, a ten-
year lease, which commenced in 2013 and terminates in 2023, at a current rental rate of approximately $42 per
square foot, or total annual costs of $826,000 in FY 2017-18, with 3% annual rent increases.

® San Francisco Employees Retirement System currently occupies 35,579 square feet of leased office space at 1145
Market Street under a ten-year lease commencing in 2014 and terminating in 2024 at a current rent of approximately
$42 per square foot, or total annual rental costs of $1,488,000 in FY 2017-18, with 3% annual rent increases.

% Of the 38,960 square feet proposed, approximately 22,000 square feet, or 56% will be used by DBIL.
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departments to potentially relocate to 1500 Mission Street, a reduction of 34,345 square feet
of space or 58%.

Based on information provided by Real Estate, Table 7 below shows the number of rentable -
square feet currently occupied by the three main City departments (Public Works, Building
Inspection (DBI) and Planning) that are proposed to occupy the new City office building at 1500
Mission Street. As shown in Table 7 below, all three City departments would increase their
amount of rentable space in the new City office building by a combined total of 27,667 square
feet. At the same time, two City departments, notably Health Service System and Retirement
- System, will not relocate into this new City office building.

Table 7: Current and Proposed Square Footage for 3 City Departments

Location - Public DBI Planning - Total
- Works

30 Van Ness 101,144 101,144

1650 Mission 4,280 48,704 52,984

1660 Mission 748 68,821 543 70,112

1680 Mission 36,753 36,753
City Hall ' 5,426 5,426 |

1155 Market 38,922 A 38,922

Total 182,993 73,101 49,247 305,341

Proposed 194,279 78,819 59,910 333,008

Increased Space 11,286 5,718 . 10,663 27,667

The current proposed square footage use and City departments that would occupy the new
1500 Mission Street office building is not consistent with the information the Real Estate
Division and the Controller’s Office provided to the Board of Supervisors in 2014, when the
Board of Supervisorsf approved this project. Most notably, the proposed use significantly
expands the amount of space for three City departments, Public Works, Planning and Building
Inspection and excludes Health Service System and Retireme‘nt‘ System or significant space for
other City departments. As previously noted, the proposed new office building will create an
estimated net increase of 154,760 square feet of new space. With such significant increases in
space, the amount of leased space and lease costs in the Civic Center should be reduced,
resulting in the termination of existing City leases, as the Board of Supervisors were advised in
2014 when the 1500 Mission Street office building was approved.

In.response, over the last several weeks, the Real Estate Division has identified seven leases
containing a total of 93,970 square feet of space in the Civic Center that could potentially be
terminated with the addition of the new 1500 Mission Street building and/or through
backfilling space at 1650 Mission Street once the Planning Department vacates and moves-into
the new 1500 Mission Street building. Under these seven leases, the City currently spends
approximately $4.1 million annually. At this time, other than the approximately 25,000 square
feet that is shown in Table 6 above in the current plan for Other Tenants to be determined
(TBD), the Real Estate Division cannot commit to moving additional City employees into specific
additional space in the new 1500 Mission Street building.
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Need for Reduction in City FF&E, Technology and Moving Expenses

Given the requested increase of $17,099,033 or 139% for furniture, fixtures, equipment,
technology and moving expenses and the lack of any detailed information, the Board of
Supervisors should approve the entire $29,397,433, but only release $1,000,000 at this time to
fund City staff, legal and consultant expenses through FY 2017-18 and place the remaining
$28,397,433 on Budget and Finance Committee Reserve. '

Before the Board of Supervisors approves the release of the remaining funds, Real Estate
should provide a report to the Board of Supervisors that clearly identifies the (a) number of
employees and amount of space that are currently used by each City department, (b) number
of employees and amount of space that are proposed to be used by each City department in
the new City building, and (c} existing City leases that will be terminated and the existing City
leases that will be backfilled or otherwise reused, including the square footage of such leases,
the amount of rent savings and any additional costs assumed. The City should maximize the
number of leases being terminated and the number of City departments and employees
relocated into the new City office building, as was originally proposed to the Board of
Supervisors when this project was approved.

As part of the report identifying which City departments would be relocated to 1500 Mission
Street, Public Works should rework the remaining $28,397,433 for FF&E, technology and
moving expenses request to maximize the amount of existing furniture that is reused and
moved into the new building and minimize the additional City expenses. Details should.be
provided and bids obtained prior to requesting the release of a reduced amount of funding for
this purpose.

RECOMMENDATIONS

1. Amend the proposed ordinance (File 17-0464) to reflect the recommended savings
shown in Table 3 above, based on the proceeds from the sale of the three City buildings
resulting in an additional $3,134,836 for the Project Fund.

2. Amend the proposed ordinance (File 17-0464) to place $28,397,433 of the requested
$29,397,433 on Budget and Finance Committee Reserve for FF&E, technology and
moving to allow $1,000,000 to be released now. The $28,397,433 on reserve should not
be released, pending a report that identifies (a) number of employees and amount of
space currently used by each City department, (b) number of employees and amount of
space proposed to be used by each City department in the new City building, and (c)
existing City leases that will be terminated, existing City leases that will be backfilled or
reused, including square footage of leases, rent savings and any additional costs. The
City should maximize the leases terminated and City departments and employees
relocated into the new City office building, as originally proposed to the Board of
Supervisors when this project was approved. To request release of the $28,397,433
being placed on reserve, Public Works should maximize the City’s existing furniture for
reuse and moved into the new building and minimize additional City expenses. Details
should be provided and bids obtained prior to requesting the release of a reduced
amount of funding for this purpose.
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3. Approve the proposed ordinance (File 17-0464), as amended.
4. Approve the proposed ordinance (File 17-0468) and resolution (File 17-0471).
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CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF THE CONTROLLER ' Ben Rosenfield
Controller

Todd Rydstrom
Deputy Controller

Nadia Sesay
Director
Office of Public Finance

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

SUBJECT: Ordinance Authorizing the Execution and Delivery of City and County of San
Francisco Certificates of Participation (City Office Building - 1500 Mission Street)
in an Aggregate Amount Not to Exceed $321,765,000

DATE: Monday, April 24, 2017

Recommended Action:

| respectfully request that the Board of Supervisors consider for review and adoption the
ordinance approving the execution and delivery of $321,765,000 in City and County of San
Francisco Certificates of Participation ("Certificates") to fund the development costs and related
FF&E (furniture, fixture, or other equipment), technology, and moving costs for the 1500 Mission
Street office building ("Project"). The ordinance appropriating the proceeds of the Certificates
was introduced to the Board of Supervisors (the "Board") on April 4, 2017 and is anticipated to
be heard at Budget and Finance Committee meeting on May 11, 2017.

In connection with this request, we would like to respectfully request consideration of the
ordinance at the May 11, 2017 Budget and Finance Committee meeting.

Background:

In December 2014, per Ordinance No. 254-14, the Board approved a Conditional Land
Disposition and Acquisition Agreement with Related California Urban Housing, LLC (“Related”) to
develop a city-owned office building located at 1500 Mission Street, subject to environmental
review and approval. In addition to the city-owned office building, Related also plans to develop,
adjacent to the office building, a 39-story, 550 residential unit development with ground floor
retail located at Mission Street and South Van Ness Avenue.
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On March 21, 2017, per Resolution No. 94-17 and Resolution No. 95-17, the Board
approved the sale of three city-owned buildings located at 1660 Mission Street, 1680 Mission
Street, and 30 Van Ness Avenue for a total combined sale price of $122,000,000. Upon the closing
of these three properties estimated in early May 2017, the City will receive the proceeds from
the sales and dedicate $27,065,000 to prepay the City’s remaining debt service attributable to
the 30 Van Ness property tied to outstanding debt on City Certificates of Participation, Series
2001A and Series 2007A. The prepayment of this debt is a precondition to closing the sale of 30
Van Ness. In addition, an estimated $1,000,000 of the sales proceeds will be dedicated sales
commissions and closing costs related to the sale of all three properties. The remaining
$93,935,000 in net sales proceeds will go directly to finance a portion of the development costs
for the 1500 Mission Street project.

The 1500 Mission Street Project:

The proposed ordinance authorizes the City to execute and deliver not-to-exceed par
amount of $321,765,000 in City and County of San Francisco Certificates of Participation (1500
Mission) to fund a portion of the development costs, including construction and improvement,
and related FF&E (furniture, fixture, or other equipment), technology, and moving costs for a
city-owned office building located at 1500 Mission Street (the “Project”).

Located at the intersection of Van Ness Avenue and Mission Street, the proposed office
building at 1500 Mission Street will be a newly constructed 16-story building with an estimated
430,845 rentable square feet. The proposed office building was designed and developed through
collaboration between San Francisco Real Estate Division (on behalf of numerous City
departments and stakeholders) and Related California, the project developer. The inspiration for
the project is the proposed “One-Stop Permit Center,” bringing together 14 San Francisco
permitting agencies to a single location to create a more efficient permitting process and
experience. The size and location of the project allows for multiple city departments to be located
in a single .building. In addition to the administrative office workspace for multiple City
departments, the proposed office building provides training and conference space as well as a
childcare facility. Construction on the project is scheduled to commence in Fall 2017 with a
tentative completion date in Fall 2019.

The Project’s estimated total development cost and budget, including related FF&E
(furniture, fixture, or other equipment), technology, and moving costs, is $356,088,386. As
mentioned above, $93,935,000 of net sales proceeds from the sale of 1660 Mission, 1680
Mission, and 30 Van Ness will finance a portion of the project, and the remaining project costs
will be paid by Certificates of Participation proceeds.

The Certificates:

Under the proposed ordinance, the City will structure the Certificates as an abatement
lease-lease back structure between the City and a third-party trustee pursuant to a Property
Lease, Lease Agreement, and Trust Agreement.
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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.

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

The Leased Property: It is anticipated that the 1500 Mission office building will serve as the Leased
Property (the 'Leased Property") for the Certificates.

The Property Lease and Lease Agreement between the City and trustee, requires the
City to make base rental payments semi-annually in an amount sufficient to pay total base

rental payments when due.

The Current Plan of Finance:

The proposed ordinance authorizes the execution and delivery of Certificates in a par
amount not to exceed $321,765,000. Based on Project cost estimates and schedules, the Office
of Public Finance expects to deliver $317,265,000 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, as well as required deposits
for capitalized interest, debt service reserve fund, and other delivery date expenses and costs of
issuance.

Commercial Paper: The current plan of finance anticipates utilization of the City's commercial
paper program launched by the City in June 2010 (Resolution No. 85-09 and Resolution No. 136-
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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 commercial paper program

to $250,000,000 in July 2013 (Resolution No. 247-13).

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: Anticipated Sources and Uses from the Delivery of the Certificates.

Maximum Not to Exceed Amount:
COP Reserve for Market Uncertainty

Sources:
COP Par Amount
Total Sources:

Uses:
Project Fund Deposits:
Development Costs (Net)
FF&E, DT and Moving Costs

Subtotal Project Fund Deposits:

CSA Audit Fee ‘
Total Project Fund Deposits:

COP Delivery Expenses:
Reserve Fund
CP Interest & Fees/Capitalized Interest
Cost of Issuance
Underwriter's Discount
Total COP Delivery Expenses:

Total Uses:
COP Reserve for Market Uncertainty

Maximum Not to Exceed Amount:

$321,765,000

. $4,500,000

317,265,000

$317,265,000

231,505,953
29,397,433

$260,903,386

653,382

$261,556,768

21,832,100
31,051,471
603,807
2,220,855

$55,708,232

$317,265,000

54,500,000

$321,765,000

The authorized amount above the expected delivery amount of $317,265,000 allows for
fluctuations in market conditions from the date of authorization by the Board of Supervisors to
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the time of the sale of the Certificates. The Office of Public Finance expects the Certificates to
have a maturity of approximately 30 years.

Based upon conservative estimates of approximately 5.50% interest rate, the Office of
Public Finance estimates that fiscal year net base rental payments on the Certificates average
approximately $21,044,000. The anticipated total par amount of $317,265,000 is estimated to
result in approximately $343,440,075 in interest payments over the life of the Certificates. The
total base rental payments over the life of the Certificates total approximately $660,705,075.
Based on market conditions expected to exist at the time of the sale, the Certificates could be
structured with 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, subject to the Director of Public

Finance's determination that a negotiated sale will result in the lowest borrowing cost to the City.

The ordinance authorizes the sale of the Certificates by negotiated sale pursuant to a Purchase

Contract, if a negotiated sale is expected to provide the lower cost of borrowing as compared to

a competitive sale method. If a negotiated sale method is pursued, one or more firms from the

City's pool underwriters will be selected to serve as underwriter(s) for the Certificates.

The Capital Plan:

The anticipated additional debt service as a result of the delivery and execution of the
Certificates complies with the City's policy of limiting General Fund debt service payments at or
below 3.25% of General Fund Discretionary Revenue, as set forth and maintained in the City's
Capital Plan. ' '

Additional Information:

The legislation is expected to be presented to the Capital Planning Committee on Monday,
April 24, 2017 and introduced at the Board of Supervisors meeting on Tuesday, April 25, 2017.
The related financing documents—including the Notice of Intention to Sell, Official Notice of Sale,
Official Statement, Appendix A and Continuing Disclosure Certificate and related documents—
will also be submitted.

Official Notice of Sale: 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. Pending.market
conditions, the Certificates may be bid separately by series or bids may be received for all of the
Certificates.

Exhibit A to the Official Notice of Sale is the form of the official bid for the purchase of the
Certificates. Pursuant to the Resolutions, the Controller is authorized to award the Certificates to
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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.

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.

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

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

The Board of Supervisors and the Mayor, in adopting and approving the resolution, approve and
authorize the use and distribution of the Official Statement by the co-financial advisors with
respect to the Certificates. For purposes of the Securities and Exchange Act of 1934, the
Controller certifies, on behalf of the City, that the Preliminary and Final Official Statements are
final as of their dates. '

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

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 15¢212(b)(5).
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Financing Timeline:

Milestones: Dates*:
Capital Planning Committee April 24
Board Introduction April 25
Budget & Finance Committee Hearing _ May 11
Board Approval of Resolution and 1st Reading of Appropriation Ordinance  May 23
Final Board Approval (2nd Reading) June 6
Estimated Sale & Closing - TBD

*Please note that dates are preliminary and may change.

Your consideration of this matter is greatly appreciated. Please contact Nadia Sesay at 415-554-
5956 or nadia.sesay@sfgov.org if you have any questions.

CC:  Angela Calvillo, Clerk of the Board of Supervisors
Harvey Rose, Budget and Legislative Analyst
Nicole Elliott, Mayor’s Office, Director of Legislative & Government Affairs
Mawuli Tugbenyoh, Mayor’s Office, Liaison to the Board of Supervisors
Melissa Whitehouse, Mayor’s Budget Director
Ben Rosenfield, Controller
Naomi Kelly, City Administrator
Mark Blake, Deputy City Attorney
John Updike, Director of Real Estate
Mohammed Nuru, SF Public Works Director
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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
(1500 MISSION 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 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 fund a portion of the development costs, including
construction and improvement, and related FF&E (furniture, fixture, or other equipment),
technology, and moving costs for the 1500 Mission office building (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 Additional 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 parties 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
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time be or become Owners thereof, and to secure the payment of the principal and interest
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.

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; .

IL

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

I

All funds, moneys and securities and any and all other rights and interests in property whether
tangible or intangible from time to 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 1.01 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
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enforce the rights of the Trustee under the Lease Agreement, and to perform certain other
functions, all 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.

Section 1.02 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 (1500 Mission 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.
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“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.

“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 originally 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 statements 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.
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“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
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; (e) 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 connection
with the Certificates and which is selected by the City. '

“Director of Propérty” 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 being July 1 to the following June 30 or
any subsequent fiscal year adopted by the City.

“Fitch” means Fitch Ratings, a corporation duly organized and existing 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.
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“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
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 Certificate Payment Date or earlier

“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 nationally recognized
securities rating agency selected by the City.

“Net Proceeds” means any net proceeds of 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:

€)) any Certificate paid in accordance with its terms;
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2) any Certificate theretofore cancelled by the Trustee or surrendered to the Trustee

for cancellation;

(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;

@ 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]

(a) Government Obligations or Government Certificates;

(b)  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):

@) 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
Mage”) - guaranteed mortgage backed bonds and GNMA guaranteed pass-through
obligations (participation certificates);

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

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

(c) 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):

@) 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 obligations;

(v)  Resolution Funding 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 :

(vil) 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; :

(d) 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;

(e) 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;

® Savings accounts or money market deposits that are fully insured by FDIC;

(g) 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
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(ii) such agreement is fully collateralized by Government Obligations or Government
Certificates; '

(h) 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;

1) 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;

) 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; '

(k)  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 following 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 possession of the securities has a perfected, first
priority security interest in the securities;

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

(m)  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.

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

(o)  Any investment, with confirmation from the Rating Agenciés 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.
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“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.

“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
I |, 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 City 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 1nc1ud1ng the following | |, as the case may be
during the Lease Agreement Term.

“Project 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.
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“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.
“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 S&P Global Ratings, a business unit of Standard & Poor’s Financial
Services LLC, 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 ILease
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
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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.

“Treasurer” means the Treasurer of the City and County of San Francisco.

“Trust” means the “1500 Mission 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 supplements hereto.

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

“Trustee” or “Certificates Trustee” means [TRUSTEE], a 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 Representative.

Section 1.03 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 1.04 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 1.05 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 I

CERTIFICATES OF PARTICIPATION

Section 2.01 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 (1500
Mission Project), Series 201 > and shall be executed and delivered in the aggregate principal
amount of ${Amount].

Section 2.02 ~ Description 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

t

t 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 2.03 Form. The Certificates shall be substantially in the form set forth in
Exhibit A attached hereto and incorporated herein by this reference. The Certificates. may be
printed, lithographed, photocopied or typewritten.

Section 2.04 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 2.05 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.

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 2.06 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 interest with respect to such Certificate, subject to receipt of an
indemnity satisfactory to it. ’

Section 2.07 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 II 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 2.08 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 2.09 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 2.10 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 2.11 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 Regist'er 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 Dep031t0ry or to another nominee of the Depository
or a successor Depository. ,
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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, including,
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 herein with respect to Record
Dates, the word Nominee in this Trust Agreement shall refer to such new nominee of the
Depository.

Section 2.12 Representation Letter. To qualify the Certificates for the Depository’s
book-entry system, the City has executed and delivered to such 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.

Section 2.13 Transfers Outside Book-Entry System. If at any time the Depository
notifies the City and the Trustee that it is unwilling or unable 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 representing the Certificates to the persons in whose
names such Certificates are so registered.

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 2.14 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 2.15 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 I

INTEREST RATE PROVISIONS

Section 3.01 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, 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.

Section 3.02 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 4.01 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 $] |

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

(3)  [The Trustee shall deposit into the Base Rental Fund the sum of 81 |,
representing capitalized interest with respect to the Certificates. ]

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

being $] |.

Section 4.02 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 4.03 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 I'V.
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 4.04 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 [V. 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

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
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
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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.

(c) 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 4.05 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. If a Credit Facility provider is downgraded or a rating is withdrawn with respect
to such provider for any reason, there shall be no obligation to replace or secure the Credit
Facility. 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.

23244993.3 -22 -



© 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 immediately 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 IPD], 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.

(e) 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.

® The 201 Reserve Account is hereby established in coﬁnection with the 201
Certificates. The 201 Reserve Account shall only be available to support payments with respect
to the 201 Certificates.

Section 4.06 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
established hereunder shall be applied as provided in Section 4.16 hereof.
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Section 4.07 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
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 4.08 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
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Section .5.01(b) hereof unless the City otherwise directs in writing that such amounts are to be
transferred to the Rebate Fund.

(b)  Eminent Domain. If the Leased 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 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 condemnation award remaining after the Leased Property has been
replaced by property available to the City in substantially the same condition and fair rental
value 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 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 (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 writing that
such amounts are to be transferred to the Rebate Fund.

Section 4.09 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 applied 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,
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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
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 writing that
such amounts are to be transferred to the Rebate Fund.

(b)  If any 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
(i) 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.

(¢)  Any excess proceeds with respect to title insurance remaining after application
pursuant to the terms of this Trust Agreement shall be paid to the City to be used for any lawful

purpose.

Section 4.10 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 4.11 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 City, (ii) the Trustee, or (iii) any Owner or beneficial owner of any Certificate.

Section 4.12 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,
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nevertheless, invest such moneys in Permitted Investments listed in clauses (a), (d) or (h), which
(i) will mature on the day prior to the next Interest Payment Date; and (ii) bears the highest net
yield. - '

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 signed by
a City Representative.

Section 4.13 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 4.14 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 4.15 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 Investment Earnings on amounts on deposit in the Costs of Issuance
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Fund shall be retained therein; in each case, until such moneys are expended or such funds are
closed as provided in this Trust Agreement.

Section 4.16 Establishment and Application of Rebate Fund. There is hereby
established . in trust a special fund designated the “Rebate 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. Amounts received by the Trustee as Additional Rental with respect to any rebate
requirement as set forth in written instructions of a City Representative in accordance with
Section 4.7(h) of the Lease Agreement and the provisions of the Tax Certificate shall be
deposited in the Rebate Fund. Amounts on deposit in the Rebate Fund shall only be applied to
payments made to the United States of America in accordance with written instructions of a City
Representative or returned to the City as directed in writing by a City Representative.

ARTICLE V

PREPAYMENT

Section 5.01 Prepayment. The 201  Certificates shall be subject to optional and
mandatory prepayment prior to their stated Certificate Payment Dates only as set forth below:

(a) Optional Prepayment. The 201  Certificates with a Certificate Payment Date on
or after | |, are subject to optional prepayment prior to their respective Certificate Payment
Dates in whole or in part on any date on or after | |, at the option of the City, in the event the
City exercises its option under Section 7 of the Lease Agreement to prepay the principal
component of the Base Rental payments at a prepayment price equal to 100% of the principal
component to be prepaid, plus accrued interest to the date fixed for prepayment, without
premium.

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

(b) Special Mandatory Prepayment. The Certificates are subject to mandatory
prepayment prior to their respective Certificate Payment Dates in whole or in part on any date, at
the Prepayment Price (plus accrued but unpaid interest to the prepayment date), without
premium, from amounts deposited in the Base Rental Fund pursuant to Section 4.09 or
Section 4.10 hereof following an event of damage, destruction or condemnation of the Leased
Property or any portion thereof or loss of the use or possession of the Leased Property or any
portion thereof due to a title defect.

(c) Sinking Account Installment Prepayment. The 201  Certificates with a

Certificate Payment Date of | |, are subject to sinking account installment prepayment prior

-~ to their Certificate Payment Date in part, by lot, on each [Payment Date 1], beginning | |, in

the amounts set forth below, from scheduled payments of the principal component of Base

Rental payments, at the principal amount of Certificates to be prepaid, plus accrued interest to
the prepayment date, without premium:
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‘Prepayment Date "~ Sinking Account
([Payment Date 1]) Installment Amount

The 201 _ Certificates with a Certificate Payment Date of | |, are subject to sinking
account installment prepayment prior to their Certificate Payment Date in part, by lot, on each
[Payment Date 1], beginning | |, in the amounts set forth below, from scheduled payments of
the principal component of Base Rental payments, at the principal amount of Certificates to be
prepaid, plus accrued interest to the prepayment date, without premium:

Prepayment Date Sinking Account
([Payment Date 1]) Installment Amount

Section 5.02 Selection of Certificates for Prepayment. Whenever provision is made
in this Trust Agreement for the prepayment of Certificates (other than from Sinking Account
Installments) and less than all Outstanding Certificates are to be prepaid, the City shall direct the
principal amount of each Certificate Payment Date to be prepaid. Within a maturity, the Trustee,
with the consent of the City, shall select Certificates for prepayment by lot in any manner that the
Trustee in its sole discretion deems fair and appropriate. The Trustee shall promptly notify the
City in writing of the Certificates so selected for prepayment. Prepayment by lot shall be in such
manner as the Trustee shall determine; provided, however, that the portion of any Certificate to
be prepaid shall be in Authorized Denominations and all Certificates to remain Outstanding after
any prepayment in part shall be in Authorized Denominations.

Section 5.03 Notice of Prepayment. (a) When prepayment is authorized or required
pursuant to Section 5.01 hereof, the Trustee shall give notice (a “Prepayment Notice”), at the
expense of the City, of the prepayment of the Certificates. Such Prepayment Notice shall
specify: (i) the Certificates or designated portions thereof (in the case of prepayment of the
Certificates in part but not in whole) which are to be prepaid, (ii) the date of prepayment, (iii) the
place or places where the prepayment will be made, including the name and address of the
Trustee, (iv) the prepayment price, (v) the CUSIP numbers (if any) assigned to the Certificates to
be prepaid, (vi) the Certificate numbers of the Certificates to be prepaid in whole or in part and,
in the case of any Certificate to be prepaid in part only, the amount of such Certificate to be
prepaid, and (vii) the original issue date and stated Certificate Payment Date of each Certificate
to be prepaid in whole or in part. Such Prepayment Notice shall further state that on the
specified date there shall become due and payable with respect to each Certificate or portion
thereof being prepaid the prepayment price, together with interest represented thereby accrued
but unpaid to the prepayment date, and that from and after such date, if sufficient funds are
available for prepayment, interest with respect thereto shall cease to accrue and be payable.
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(b) The Trustee shall take the following actions with respect to such Prepayment
Notice: :

) At least 20 but not more than 45 days prior to the prepayment date,
such Prepayment Notice shall be given to the respective Owners of Certificates
designated for prepayment by Electronic Notice or first-class mail, postage
prepaid, at their addresses appearing on the Certificate Register; provided,
however, that notice with respect to all Certificates registered in the name of the
nominee shall be given in accordance with Section 2.14 of this Trust Agreement.

(i)  Atleast 20 but not more than 45 days prior to the prepayment date,
such Prepayment Notice shall be given by (A) registered or certified mail, postage
prepaid, (B)email or telephonically confirmed facsimile transmission,
(C) overnight delivery service, or (D) Electronic Notice, to DTC.

(c) Neither failure to receive any Prepayment Notice nor any defect in such
Prepayment Notice so given shall affect the sufficiency of the proceedings for the prepayment of
such Certificates. Each check or other transfer of funds issued by the Trustee for the purpose of
prepaying Certificates shall bear the CUSIP number identifying, by issue, series and maturity,
the Certificates being prepaid with the proceeds of such check or other transfer.

(d) The City may direct the Trustee to provide a conditional notice of prepayment and
such notice shall specify its conditional status. Any notice of prepayment may be rescinded by
notice delivered in the same manner as the original notice of prepayment.

Section 5.04 Partial Prepayment of Certificates. Upon the surrender of any
Certificate prepaid in part only, the Trustee shall execute and deliver to the Owner thereof, at the
expense of the City, a new Certificate or Certificates of Authorized Denominations equal to the
unprepaid portion of the Certificates surrendered and of the same Certificate Payment Date and
interest rate. Such partial prepayment shall be valid upon payment of the amount required to be
paid to such Owner, and the City and the Trustee shall be released and discharged thereupon
from all liability to the extent of such payment.

Section 5.05 Effect of Notice of Prepayment. The Certificates to be prepaid shall
become due and payable on the date of prepayment set forth in the Prepayment Notice.

If on such prepayment date money for the prepayment of all of the Certificates to be
prepaid, together with accrued interest to such prepayment date, shall be held by the Trustee so
as to be available therefor on such prepayment date, and if a prepayment notice shall have been
given as provided in Section 5.03(b)(i) hereof, then from and after such prepayment date, no
additional interest shall become due with respect to the Certificates to be prepaid. All money
held by or on behalf of the Trustee for the prepayment of Certificates shall be held in trust for the
account of the Owners thereof.

On each prepayment date other than with respect to Sinking Account Installments, the
City shall recompute the amount of Base Rental to become due in each remaining year of the
Lease Agreement following prepayment of the Certificates to be prepaid and shall notify the
Trustee and the City in writing of the amount of such Base Rental.
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All Certificates paid at their Certificate Pay