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FILE NO. 170696 RESOLUTION NO.

[Airport Commission Capital Plan Bonds - New Authorized Aggregate Principal Amount of
$278,000,000 - Airport Commission Special Facility Bonds - New Authorized Aggregate -
Principal Amount of $260,000,000 - Airport Hotel Financing]

Resolution approving the issuance of up to $35,000,000 additional aggregate principal
amount of Airport Commission Capital Plan Bonds, for a new authorized aggregate
principal amount of $278,000,000 and the issuance of up to $35,000,000 additional
aggregate principal amount of Airport Commission Special Facility Bonds, for a new
authorized aggregate principal amount of $260,000,000 to finance a hotel at the San

Francisco International Airport.

WHEREAS, The Airport Commission of the City and County of San Francisco (the
“Airport Commission”), by its Resolution Nb. 91-0210, adopted on December 3, 1991 (as
supplemented and amended, the “1991 Resolution”), authorized the issuance of San
Francisco International Airport Second Series Revenue Bonds (the “Bonds”) for any lawful
purpose of the Airport Commission; and

WHEREAS, The 1991 Resolution provides that the Airport Commission may issue
Bonds from time fo time as the issuance thereof is authorized by the .Airport Commission; and

WHEREAS, The Airpdrt Commission, by its Resolution No. 15-0182 (as supplemented
and amended, {he “Eighteenth Supplemental Resolution”), authorized the issuance of an

additional $243,000,000 aggregate principal amount of Bonds to finance the Hotel and a new

AirTrain station to connect the Hotel with the AirTrain system (the “Airport Capital Plan .

Bonds"); and .

WHEREAS, The Eighteenth Supplemental Resolution also designated the proposed
Hotel as a “Special Facility,” as defined in the 1991 Resolution, and authorized the issuance
of $225,000,000 aggregate principal amount of San Francisco I'nternatidnal Airport Special
Airport Commission - : | | Page 1
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Facility Revenue Bonds (San FranCISco International Alrport Hotel) to finance the Hotel (the
“Hotel Special Facmty Bonds"); and |

WHEREAS, In order to malntaln the specnal facility status of the Hotel and finance it at
the lowest available interest rates, the Elghteenth Supplemental Resolution also authorized
the Airportbommissi‘on to combine the desirable features of the Airport Capital Plan Bonds
(which are secured and‘ payable from Aifport net revenues and can therefore be sold to
investors at the lowest available interest rates) and the Hotel Special YF.aciIity Bonds, by selling
the Alrport Capital Plan Bonds to mvestors and purchasing the Hotel Spemal Facility Bonds
with the proceeds of the Airport Capital Plan Bonds; and

WHEREAS Th|s Board by its prior resolutions, including by Resolutions Nos. 1006- 92,
583-98, 224-99, 811-00, 800-03, 229-08, 50-11, 349-12, 125-14, 433—15 and 156-17
(collectively, the “Prior Board Revenue Bond Resolutions”), approved, among other things, the
1991 Resolution, other prior resolutions of the Airport Commission authorizing the issuance of
Bonds and the issuance of the Airport Capltal Plan Bonds and the Hotel Special Facmty 4
Bonds for the Hotel; and

WHEREAS, The estimated costs of the Hotel have increased, thereby requiring an
increase in the authorized principal amount of Airport Capltal Plan Bonds and Hotel SpeCIaI
Facility Bonds to pay costs thereof, and

WHEREAS, The Airport Commission, by its Resolution No. 17-0045, adopted on
March 7, 2017 (the “Hotel Bonds Supplemental Resolution”), authorized the issuance of up to
an additional $35,000,000 aggregate nrincipal amount of Airport Capital Plan Bonds and Hotel'
Special Facility Bonds to fund such additional estimated costs; and }

WHEREAS, The Alrport Commlssmn now seeks approval by this Board of (i) the
addltlonal $35,000,000 aggregate principal amount of Airport Capltal Plan Bonds for the Hotel

Airport Commission Page 21 .
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and connected AirTrain station, and (ii) the additional $35,000,000 aggregate principal amount |

of Hotel Special Facility Bonds for the Hotel; and

WHEREAS, The Hotel Bonds Supplemental Resolution has been submitted to this

Board and is on file with the Clerk of the Board of SLlpervisors in File No. _\1olAly_, whichfile |

is hereby declared to be a part of this resolution as if set forth fully herein; and

WHEREAS, This Board desires to ratify, approve and confirm the Prior Board Revenue

‘Bond Resolutions, each as modified and amended thereby and hereby; ‘ancl

WHEREAS, This Board also desires to ratify, approve and confirm the 1991
Resolution, including the Eighteenth Supplemental Resolution and the Hotel Bonds
Supplemental Résolutlon, as adopted by the Airport Commission, e_ach as modiﬁed. and
amended; and _ | '

WHEREAS, Section 4.115 of the Charter provides that the Airport Commission has the
exclusive aLithorlty to plan and issue Airport revenue bonds (collectively,"‘Alrpbrt Bonds”) for
Airport-related purposes, subject to the approval, amendment, or rejectlorl of lhls Board of
each issue; and .

WHEREAS, The Board, by Resolution No. 434-15, has adopted relevant California

Environmental Quality Act findings, incorporated by this reference as though fully set forth

~ herein, and has certified that it has reviewed and considered the information in the San

Francisco International Airport Mastel Plan Environmehtal Impact Report (“EIR”) (San
Francisco Planning Department File No. 86.638E) and the Master Plan EIR Adderldum for the
Hotel Project (collectively, the “Master Plan ElR”); on file with the Clerk of the Board of
Supérvisors in File No. 150482, concluding that no further environmental review is
necessary; now, therefore, be it . | .

RESOLVED, That this Board hereby declares that each of the foregoing recitals is true

and correct and is a representatlon of this Board; and, be it

Airport Commission- ’ C Page 3
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FURTHER RESOLVED, That the Board finds that since its adoption of Resolution
No. 434-15, there have been no substantial project changes and no substantial changes in
project circumstances that would require major revisions to the Master Plan EIR due to the
involvement of new significant environmental effects or an increase in the severity of
previously identified sign‘ificant effects, and there is no new information of substantial
importance that would change the conclusions set forth in the Master Plan EIR; and, be it

FURTHER RESOLVED, That capitalized terfﬁs used but not otherwise defined in this |
resolution shall have the meanings set forth in the 1991 Reéolution; and, be it

FURTHER RESOLVED, That (i) the issuance by the Airport Commission of Airport
Capital Plan Bonds in an additional éggregate principal amount of up\ to $35,000,000, for a
new authorized aggregate principal amount of $278,000,000, and (ii) the issuance' of Hotel
Special Facility Bonds in an additional aggregate principal amount of up to $35,000,000, for a
new authorized aggregate principal amount of $260,000,000, each are hereby épproved in
accordance with Section 4.115 of the Chérter; and, be it

FURTHER RESOLVED, That the Hotel Bonds Supplemental Resolution, as adopted
by the Airport Commission, is hereby approved; and, be it '

FURTHER RESOLVED, That the Prior Board- Revenue Bond Resolutions, each as -
modified and amex;ded, including by this resolutiori, are hereby ratified, approved and
confirmed;Aand, be it ' ‘ |

FURTHER RESOLVED, That the 1991 Resolution, including the Eighteenth
Supplemental Resolution, as adopted by the Airport Commission, as modified and émended,
is hereby ratified, approved and confirmed; and, be it

FURTHER RESOLVED, That all actions heretofore taken by the officers, agents and

employees of the Airport Commission and the City to carry out the intents and purposes of

Airport Commission Page 4
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this resolution, as consistent with this resolution, are hereby ratified, approved and confirmed;
and, be it | . |

FURTHER RESOLVED, T.hat the,Airpbrt Commission and its proper officers, agents
and employees and those of the City are hereby authorized to take such actions or execute
such certificates, documents ahd agreements, in consultation with the City Attbrney, as may
be necessary or desirablé to carry out the intents and purposes of this resolution and the
transactions contemplated hereby (the “Other Documents”); provided, that any such other
actions or execution of any such Other Documents are intended solely to furt.her the purposes
of this resolution, and are subjeét in all respects to the terms of this resolution; and provided
further, that no such actions or execution of such Other Documents shall increase the risk to
the Airport Commission or the City or require the Airport Commission or the City to expend
any resoﬁrces not otherwise authorized hereby; and, be it

FURTHER RESOLVED, That the approvals contained in this resolution shall extend to
any amendments to the 1991 Resolution, including the Eighteenth Supplemental Resolution
and the Hotel Bonds Supplemental Resolution, and to all resolutions of the Airport
Commission supplemental thereto, as well as to such additional resolutions that the Airport
Commission may adopt for the purposes of implementing the issuance, sale and delivery of

any Airport Bonds, provided, that in each case such amendment or additional resolution is

consistent with the parameters set forth in this resolution; and, be it

FURTHER RESOLVED, That should the application of any provision of this resolution

to any particular facts or circumstances be found by a court of competent jurisdiction to be

- invalid or unenforceable, then (a) the validity of other provisions of this resolution shall not be

affected or impaired thereby, and (b) such provision shall be enforced to the maximum extent

possible so as to effect the intents and purposes of this resolution.

Airport Commission ‘ Page 5
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BUDGET AND FINANCE COMMITTEE MEETING ‘ JUNE 21, 2017

Items 6 and 7 Department: '
Files 17-0675 and 17-0696 San Francisco International Airport (Airport)

EXECUTIVE SUMMARY

Legislative Objectives
File 17-0675: The proposed.ordinance (a) appropriates $35,000,000 in Airport General
Revenue Bonds, $35,000,000 in Hotel Special Facility Bonds, and $60,000 in fund balance,
totaling $70,060,000; and places $70,000,000 on Controller’s Reserve pending receipt of
funds; and (b) de-appropriates and re-appropriates $25,000,000 in previously-issued Hotel
Special Facility Bonds. » ‘

File 17-0696: The proposed resolution approves the issuance of up to $35,000,000 in Airport
General Revenue Bonds, and the issuance of up to $35,000,000 in Airport Special Facility
Bonds to finance the Airport Hotel Project.

‘ Key Points
¢ The Board of Supervisors previously appropriated $243,000,000 for the construction of a
351-room hotel on Airport property, owned by the Airport and operated by Hyatt
Corporation. The costs of the Airpo’rt Hotel Project have increased by $35,000,000 from
$243,000,000 to $278,000,000 due to construction cost increases and project redesign.

e The Airport is using a layered financing structure for the Airport Hotel Project in which
the Airport would sell (a) $243,000,000 in tax-exempt General Airport Revenue Bonds at
a low interest rate, and {b) $225,000,000 in Hotel Special Facility Revenue Bonds, which
the Airport will buy from itself with proceeds from the General Airport Revenue Bonds.
The Hotel Special Facility Revenue Bond proceeds fund construction of the hotel.

e The Airport will pay debt service on the General Airport Revenue Bonds from Airport
operating revenues as part of its overall debt service on total outstanding Airport General
Revenue Bonds. Hotel revenues will pay debt service on the Hotel Special Facility
Revenue Bonds.

Fiscal Impact

e The Airport proposes to sell $278,000,000 in ‘Airport General Revenue Bonds to fund the
Airport Hotel Project for a 40-year term through a competitive sale at a variable interest
rate, estimated to range from 2.0 to 3.18 percent. Total debt service on the Airport General
Revenue Bonds that would be issued to fund the Hotel project is estimated at
$589,200,000, of which $278,000,000 is principal and $311,200,000 is interest. Annual
average debt service is estimated at $14,730,000.

 The Airport proposes to issue Special Facility Revenue Bonds over a 40-year term at a fixed
interest rate, estimated to be 3.0 percent, and then buy the Special Facility Revenue Bonds

using Airport General Revenue Bond proceeds. Hotel revenues will pay debt service to the
Airport on the Special Facility Revenue Bonds.

Recommendation

» Approve the proposed resolution and ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS ‘ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' JunNE 21,2017

MANDATE STATEMENT )

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.

BACKGROUND

The Airport is constructing a 351-room hotel on Alrport property that would be owned by the
Airport and operated under a Hotel Management Agreement between the Airport and the
Hyatt Corporation. The original project budget was $243,000,000, as shown in Table 1 below.

At the time that the Airport originally requested Board of Supervisors approval of the on-
Airport Hotel in 2015, the Airport anticipated using a layered financing structure for the Airport
Hotel Project in which the Airport would sell (a) $243,000,000 in tax-exempt General Airport
Revenue Bonds at a low interest rate, and (b) $225,000,000 Hotel Special Facility Revenue
Bonds, which the Airport bought from itself with proceeds from the General Airport Revenue
Bonds. The Hotel Special Facility Revenue Bond proceeds fund construction of the hotel.!

Under this financing structure, the Airport would pay debt service on the General Airport
Revenue Bonds from Airport operating revenues as part of its overall debt service on total
outstanding Airport General Revenue Bonds. Hotel revenues would pay debt service on the
Hotel Special Facility Revenue Bonds, which would be owned by the Airport, thus generating
revenues to the Airport.

The Board of Supervisors previously- approved the sale and appropriation of $243,000,000 in
General Airport Revenue Bonds and $225,000,000 in Hotel Special Facility Revenue Bonds to
finance construction of the hotel, as well as appropriation of a $5,000,000 contribution from
the Hyatt Corporation to construct the hotel (File 15-1076).

DETAILS OF PROPOSED LEGVISLATIONW

File 17-0675: The proposed ordinance (a) appropriates $35,000,000 in Airport General Revenue
Bonds, $35,000,000 in Hotel Special Facility Bonds, and $60,000 in Airport fund balance?,
totaling $70,060,000; and places $70,000,000 on Controller’s Reserve pending receipt of bond
proceeds; and (b) de-appropriates and re-appropriates $25,000,000 in previously-issued Hotel
~ Special Facility Bonds.

! The proposed hotel is designated a “special facility” under the Airport’s 1991 Master Bond Resolution, which
allows hotel revenues to be segregated from the Airport’s general revenues and used to pay debt service and
other expenses associated with the hotel.

z $60,000 is allocated to the City Services Auditor.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' JUNE 21,2017

File 17-0696: The proposed resolution app‘roves the issuance of up to $35,000,000 in Airport
General Revenue Bonds, and the issuance of up to $35,000,000 in Airport Special Facility Bonds
to finance the Airport Hotel Project.

“As shown in Table 1 below, the Airport would increase its planned bond issuance in connection
with the Hotel by $35,000,000 in Airport General Revenue Bonds, the proceeds of which would
be used to purchase $35,000,000 in Airport Special Facility Bonds that would be used to finance
the Airport Hotel Project. ’

Increase in Airport Hotel Project Budget and General Airbort Revenue Bonds -

According to the Airport Director’s March 7, 2017 memorandum to the Airport Commission, the
construction cost estimate for the Airport Hotel Project increased by $30,000,000, from
$210,000,000 to $240,000,000, as shown in Table 1 below. This increase is due to: (a)
construction cost increases, particularly for electrical and mechanical systems and interior
finishes, and (b) project redesign to allocate more space to meeting facilities and food and
beverage outlets. '

As a result of the increase in the hotel construction costs, the Airport will need to increase its
planned issuance of General Airport Revenue Bonds from $243,000,000 to $278,000,000, an
increase of $35,000,000, as shown in Table 1 below.

Table 1: Airport Hotel Project Budget

October 2015 February 2017 .
Budget Increase
Budget . .
Revision

Costs Payable from Airport General
Revenue Bonds :
Hotel AirTrain station construction costs: $15,000,000 $15,000,000 S0
Costs of issuance: 3,000,000 3,000,000 0
Purchase of Hotel Special Facility Bonds: 225,000,000 260,000,000 35,000,000

Total Airport General Revenue Bonds: $243,000,000 $278,000,000 $35,000,000

Project Costs Payable from Hotel
Special Facility Bonds

Hotel construction costs {including
repayment of commercial paper
principal and reimbursement of-
operating funds): -

$210,000,000 $240,000,000 $30,000,000

Capitalized Interest, Commercial

20,000,000 25,000,000 5,000,000
Paper Interest: AR
Less contribution from Hotel (5,000,000) (5,000,000) 0
operator: .
Total Hotel Special Facility Bonds: $225,000,000 $260,000,000 A $35,000,000
SAN FRANCISCO BOARD OF SUPERVIS_ORS BUDGET AND LEGISLATIVE ANALYST
3 .
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BUDGEf AND FINANCE COMMITTEE MEETING ’ JUNE 21,2017

Airport Hotel Project

California Environmental Quality Act (CEQA) determinations and environmental site assessment
for the project were completed in 2014. The design—build contractor, Webcor Construction LP,
was selected through a competitive Request for Proposals (RFP) process. The Airport issued the
Notice to Proceed to Webcor Construction LP in March 2016. Construction is expected to begin
in June 2017, with completion of construction and opening of the hotel in July 2019.

FISCAL IMPACT

Airport General Revenue Bonds

The Airport Commission has previously approved $7.827 billion in Airport General Revenue
Bonds, including the proposed $35 million in additional bond authority for the Airport Hotel
Project. The Board of Supervisors has previously authorized $7.792 billion in Airport General
Revenue Bonds. Of the $7.792 billion of previously authorized Airport General Revenue Bonds,
the Airport has sold $2.289 billion with a balance of $5.503 billion authorized and unsold bonds.

Table 2: Authorized Airport General Revenue Bonds ($ in Millions)

v Airport . Board of Variance
Year Authorized Commission Supervisors
2008 $718 5718 _ S0
2012 : 502 - 502 0
2014 : 3,554 : 1,970 1,584
2015° 243 243 0
2017° 2,775 4359 (1,584)
2017°¢ 35 0 '35
Total Authorized - $7,827 $7,792 $35
Total Issued to Date : {2,289) . (2,289) 0
Authorized and Not Issued $5,538 $5,503 S35

? Allocated to financing the design and construction of the Airport Hotel Project
® Authorized by Board of Supervisors in April 2017 (File 17-0211) '
°Subject of File 17-0696

Total Debt Service on Airport General Revenue Bonds

As of June 1, 2017, the Airport has a total of $4.8 billion in Airport General Revenue Bond
principal outstanding. This debt includes bonds issued to finance capital projects included in
previous Airport Capital Plans, such as Terminal 2, Boarding Area E, and the new Air Traffic
Control Tower, as well as bonds that are still outstanding from the Airport’s last major
construction program in the late 1990’s. Total annual debt service on outstanding bonds in FY
2016-17 is $413.1 million. ‘

As noted above, the Airport has sold $2.289 billion of the total authorized $7.792 billion in
Airport General Revenue Bonds with $5.503 billion in remaining authorization. Total debt
service for planned future issuance of the remaining authorized bonds is estimated to be an

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALY;T
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 21,2017

additional $11.8 billion over 30 years, of which $5.3 billion is principal and $6.5 billion is
interest.?

Debt Service on Airport General Revenue Bonds

The Airport proposes to sell $278,000,000 in Airport General Revenue Bonds to fund the Airport
Hotel Project for a 40-year term through a competitive sale at a variable interest rate,
estimated to range from 2.0 to 3.18 percent. Total debt service on the Airport General Revenue
Bonds that would be issued to fund the Hotel project is estimated at $589,200,000, of which
$278,000,000 is principal and $311,200,000 is interest. Annual average debt service is
estimated at $14,730,000.

Special Facility Revenue Bonds

As noted above, the financing plan for the Airport Hotel Project provides for layered financing.
According to Mr. Kevin Kone, Airport Finance Director, the proposed layered financing structure
allows the Airport to issue tax-exempt General Airport Revenue Bonds to finance development
of the Airport-owned hotel. The Airport proposes to issue Special Facility Revenue Bonds over a
40-year term at a fixed interest rate, estimated to be 3.0 percent, and then buy the Special
Facility Revenue Bonds using Airport General Revenue Bond proceeds. Hotel revenues will pay
debt service to the Airport on the Special Facility Revenue Bonds.

According to revised financial projections prepared in December 2016 by the Airport’s
consultant, Jones Lang LaSalle, the Airport hotel's operating revenue will be sufficient to
meeting operating expenses, reserves and debt service on the Special Facility Revenue Bonds.*

Commercial Paper and Timing of Bond Issuance

The Airport has not yet issued the previously-authorized Airport General Revenue Bonds or
Special Facility Revenue Bonds. According to Mr. Kone, the Airport plans to issue up to $100
million in Commercial Paper as interim financing prior to the issuance of the Airport General
Revenue Bonds.” The Airport expects to issue the Airport General Revenue Bonds and Special
Facility Revenue Bonds in late 2017 or early 2018.

/

® Total debt service of $11.8 billion for planned future issuance of the remaining authorized bonds excludes the

$243 miflion in previously authorized Airport General Revenue Bonds for the Airport Hotel Project as it is

anticipated that revenues from the Hotel would be sufficient to pay the associated debt service cost on bonds

issued for the Hotel project.

* Based on projected revenue per available room (RevPAR) in FY 2019-20 (the first fiscal year of hotel operation) of
- $226.54, increasing by approximately 4.9 percent per year.

® Commercial paper is short term debt up to 270 days at a lower interest rate than longer term debt.

SAN FRANCISCO BOARD OF SUPERVISORS - " - BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 21, 2017

Airport’s Debt Policy

The Airport pays debt service on Airport General Revenue Bonds from operating revenues. The
Master Bond Indenture on the Airport’s General Revenue Bonds requires the Airport to
“maintain a debt service coverage ratio of at least 125 percent of aggregate annual debt
service.® According to Mr. Kone, the Airport’s FY 2015-16 debt service coverage ratio was 144
percent and the Airport’s projected FY 2016-17 debt service coverage ratio is 130 percent.

According to Mr. Kone, because hotel revenues to the Airport are expected to be sufficient to
cover the debt service on the General Airport Revenue Bonds, the debt service coverage ratio is
not expected to be impacted by the issuance of General Airport Revenue Bonds to fund the
Airport Hotel Project.

The Airport’s Lease and Use Agreement

Under the Lease and Use Agreement between the Airport and the airlines, the Airport has the
authority to increase the landing and terminal fees charged to the airlines to meet its operating
expenses, including annual debt service on outstanding General Airport Revenue Bonds.
According to the Airport, the airlines approved the revised Airport Hotel Project budget on April
10, 2017. '

RECOMMENDATION

Approve the proposed resolution and ordinance.

® The debt service coverage ratio is the ratio of annual net operating income to annual debt service. .

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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San Francisco International Afrport

MEMORANDUM

* March 7, 2017

TO: AIRPORT COMMISSION
Hon. Larry Mazzola, President
Hon. Linda S. Crayton, Vice President
Hon, Eleanor Johns X .
Hon, Richard J. Guggenhime . , ‘ :
_ Homn, Peter A, Stern .

" FROM:- Alrport Director

SUBJECT: Adoption of Two Resolutions Relating to the On-Airport Hotel Project: (1) Amendment of the
Fiscal Year 2016/2017 Five-Year and Ten-Year Capital Plans to Increase the Hotel Project
Budget by $30 Million; and (2) Twentieth Supplemental ‘Bond Resolution, in Connection with
the On-Airport Hotel, Increasing Airport Capital Plan Bond Authorization by $35 Million from
$243 Million to $278 Million in Principal Amount, and Increasing Hotel Special Facility Bond
Authorization by $35 Million from $225 Millionto $260 Million in Prmclpal Amount

DIRECTOR’S RECOMMENDATION: AMEND THE FISCAL YEAR 2016/2017 FIVE-YEAR AND
TEN-YEAR CAPITAL PLANS TO INCREASE THE HOTEL PROJECT BUDGET BY $30 MILLION;
AND APPROVE ADDITIONAL BOND AUTHORIZATIONS FOR THE ON-AIRPORT HOTEL,
INCREASING AIRPORT CAPITAL PLAN BONDS AUTHORIZATION BY $35 MILLION, FROM $243
MILLION TO $278 MILLION IN PRINCIPAL AMOUNT, AND INCREASING HOTEL SPECIAL
FACILITY BONDS AUTHORIZATION BY $35 MILLION, FROM $225 MILLION TO $260 MILLION IN
PRINCIPAL AMOUNT.

Executive Summary

Since the fall 02015, the Bay Area has experlenced a. SIgmﬁcant increase in construction costs, which has
hampered the Airport’s ability to deliver the On-Airport Hotel (the “Hotel”) within the existing project budget
. without significantly reducing the number of guest rooms. This construction cost escalation, as well as
 increases in the amount of Hotel space dedicated to revenue-generating meeting facilities and food and
beverage outlets, has led fo a $30 million increase in the project budget.

This increase in the project budget makes it possible o construct the Hotel with approximately 351 guest

- rooms. This will generate more revenue than if the existing budget were adhered to and a substantially §maﬂer
Hotel with 289 rooms were to be built, The original program with 351.rooms will generate total gross
revenues of $60 million annually. This is $12 million higher by the third year of operation for the 351-room
Hotel than for a smaller, 289-room Hotel, A smaller 289-room Hotel will generate only $48 million annually,
Further, the Hotel will be able to provide more roomds to accommodate the Airport’s growing number of
passengers, Updated revenue projections.show.that the Hotel remains financially viable, even with the hlgher
budget.

This change in the project budget will require three actions: (1) amending the Fiscal Year (“FY”) 2016/2017
Five-Year and Ten-Year Capital Plans Hotel Project Budget; (2) approving additional Airport capital plan
bond authorization, and (3) approving additional hotel special facility bonds anthorization.

THIS PRINT COVERS CALENDAR ITEM NO.

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M, LEE LARRY MAZZOLA ! LINDA S. CRAYTON ELEANOR JOHNS RICHARD J. GUGGENHIME PETER A. STERN IVAR C, SATERQ
MAYOR PRESIDENT VICE PRESIDENT . ' AIRPORT DIRECTOR

Post Office Box 8097 San Frandisco, California 94128 Tel 650.821,5000 98:550.821,5005  wwwflysfo.com




Members, Airport Commission ‘ 2 ' ' March 7,2017 °

Background

On September 22, 2015, the Commission adopted Resolution No. 15-0182, the Eighteenth Supplemental Bond /. !
Resolution, which designated the Hotel as a “special facility” and authorized the issuance of up to $243 million
in principal amount of Airport Capital Plan Bonds and $225 million pr]nc1pa1 amount of Hotel Special Facﬂlty

" Bonds, to finance the construction and development of the Hotel.

The Hotel’s cash-flow must be kept separate from that of the Airport, so that the Hotel operator can pay Hotel
expenses directly from Hotel revenues. To estabhsh this separate treatment of Hotel revenues, in 2015 the
Airport Commission designated the Hotel as a “special facility” under the Aitport’s 1991 Master Bond
Resolution, To finance the Hotel at the lowest available cost while maintaining its special facility status, the
Commission has approved the issuance of two types of bonds:

s Tax-exempt Airport Capital Plan Bonds (i.¢e., general airport revenue bonds), which would be sold
to investors; and’

s Tax-exempt Hotel Special Facility Bonds, Wlnch would be purohased byt the Commlssmn w1th
Alrport Capital Plan Bond proceeds,

On June 1, 2016, the Commission adopted Resolution No. 16-0166, which approved the FY 2016/2017
Five-Year and Ten-Year Capital Plans, including a Hotel project budget of $225 million ($210 million for the
Hotel and $15 million for the new Hotel AirTrain Station). Airport staffhas engaged aDcs1gn—Bu11d team and
a hotel operator. .

The increase in budget of $30 million is due primarily to: 1) significant construction cost escalation,
particularly in the areas of electrical, mechanical, glazing and interior finishes; and 2) increases in the amount
of space allocated for revenue-generating facilities (e.g., meeting facilities and food and beverage ouﬂets)
This represents a 14,3 percent increase in the construction budget since the fall of 2015. In comparison, an
mdependent cost management firm estimates that San Fra.nclsco construction costs have increased by 17.9
percent in the past year.! g

The Airport and its financial advisors have determined that the increase in the project budget would resultin a
$35 million increase in the authorization required for both Airport Capital Plan Bonds and Hotel Special
Facility Bonds to cover the increase in project cost and associated financitg costs. The changes i n the
Airport’s proposed Hotel financing plan are summarized on the following page. '

Costs Payable from Airport Capn‘.al Plan Bonds . October 2015 "February 2017 Revision

Hotel AirTrain station construction costs; ' ' $ 15,000,000 $ 15,000,000
Costs of issuance; . : 3,000,000 3,000,000
" Purchase of Hotel Special Facility Bonds _ : 225,000,000 : . 260,000,000

Project Costs Payable from

Hotel Special Facility Bonds
Hotel construction costs (inchiding repayment of
commercial paper principal and reimbursement of

operating funds); $210,000,000 ) $240,000,000
Capitalized Initerest, Commercial Papet Interest: 20,000,000 - 25,000,000
Less contribution from Hotel operator: : (5,000,000) (5.000,000)
Total Hotel Special Facility Bonds: ~ $225,000,000 . $260,000,000
Total Airport Capital Plan Bonds: . $243,000;000 $278,000,000.

1

Airport staff, in ¢onsultation with the Commission’s hospita]ity consultant and financial advisors, expects
the Hotel to praduce p051tive financial results at this new project budget, in part because the hospitality
consultant’s updated projections show a higher average daily room rate for the Hotel compared to
projections from 2015, By maintaining the original program with 351 guest rooms, the Airport expects to

! Rider Levett Bucknall, “USA Report, Quarterly Construct®8 Gost'Rep ort,” December 2016,

1
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Members, Afrport Commission . 3 o . March 7,2017

detive higher “net proﬁts” (i.e., total hotel revenues less total hotel operating expenses, required feserve
deposits, and debt service costs) than a smaller 289-roorn Hotel that is within the existing project budget.

- ‘Onee-occupancy has stabilized, fotal gross revenues.are estimated to be apprommately $12 million per year

higher for the 35 1-room-Hotel than for the smaller, 289-room Hotel,

Therefore, Airport staff requests that the Commission adopt a-resolutien amending the FY 2016/2017
Five-Year and Ten-Year Capital Plans to increass the Hotel project budget by $30 million, for a new total
budget of $255 millien ($240 million for the Hotel and $15 million for the Hotel AirTrain Station), To

. generate $30 million in additional Hotel project funds, and to cover associated financing costs, Airport staff- -

also requests that this Commission adopt a resolution (the “Bond Resolution™) that would authorize:

»  Up to $35 million pricipal amouit of additional Hotel special facility bonds, bringing the total
approved amount to $260 million, to finance Hotel and related costs or to refinance Commércial
Paper issued for Hotel costs, and fund a capitalized interest account, As currenily authorized, the

- Hotel special facility bonds will have a maturity of 40 years and bear interest at a fixed rate to be
determined at the time of issuance; and

» Upto$35 million principal amount of:additional Airport Capital Plan Bonds brmgmg the total
. approved amount to $278 million, to finance the purchase of the Hotel special facility bonds by the
Commission, along with financing for the Hotel AirTrain station and/or refinancing of
Commercial Paper issued for thé station, and associated costs of issuance, Thereis no change in
the maximum bond maturity of 40 years, or in the interest rate limitations set forth in Resolution
No. 50-11 of the Board of Supérvisors. The Ajrport Capital Plan Bonds Wlll be sold pnor to June
30, 2020, and may be issued as Variable Rate Bonds

Aitport staff is also requesting approval of the supplemental appropriation of the additional Airport revenne

bond proceeds and Hotel special facility bond proceeds, and $60,000 in additional Airport operating funds that
will support the City Services Anditor Division (*CSA”) pursuant to Section F1.113 of the C1ty Charter. As
required, 0.2 percent of the project cost is budgeted to support CSA services.

' _ Request to the Board of Supervisors

If the Twentieth Supplemental Bond Resolution is adopted by this Commission, the Connmssmn Secretary
will request that the Board of Supervisors approve the increase in Airport Capital Plan Bonds and Hotel
Special Facility Bonds, The Airport will also request the necessary increase in appropriations. Once final
approval is obtained from the Board of Supervisors, I will teturn to the Commission for approval of one or
more sale resolutlons prior to selling and i 1ssumg the An'pofc Capltal Plan Bonds and the Hotel Speclal Faclhty
Bonds.

Recommendatmn

I recommend that this Commission adopt the two attached Resolutions: (1) amendmg the Fiscal Year .
2016/2017 Five-Year arid Ten-Year Capital Plans to increase the Hotel Project budget, and (2) approving
additional bond authorization for the Hotel. .

AdtD ort Dneotor

Prepared by: Leo Fermin
Chief Business and Finance Officer - .
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AIRPORT COMMISSION |
CITY AND COUNTY OF SAN FRANCISCO
;RESOLUTIO.N NO. Egﬂag’éé

AMENDMENT OF THE FISCAL YEAR 2016/2017 FIVE-YEAR AND TEN-YEAR CAPITAL

PLANS, TO INCREASE THE HOTEL PROJECT BUDGET BY $30 MILLION

WHEREAS,

WHEREAS,
WHEREAS,

WHEREAS,

WEHEREAS,

RESOLVED,

" RESOLVED,

the Afrport Commission (the “Commission™) of the City and County of San Francisco, on

" Tune 1,2016, adopted its Resoltion No. 16-0166, approving the Airport’s $5.7 billion

Five-Year Capital Plan for Fiscal Years (“FY™) 2016/2017 to FY 2020/2021 and $6.1 billion
Ten-Year Capital Plan for FY 2016/2017 fo FY 2025/2026 (collectlvely, the “FY 2016/2017
Five-Year and Ten-Year Capital Plans”), and

the total budpget for the On-Airport Hotel project (including both the On-Airport Hotel and the
Hotel AirTrain station) under the FY 2016/2017 Five-Year and Ten-Year Capital Plans was

- $225 million; and

construction cost escalatmn, as well as increases in the amount of On-Aerort Hotel space
dedicated to revenue—generaﬁng meeting facilities and food and beverage outlets, has ledto a

. $30 mﬂhon increase in projected project costs; and

updated revenue prOj jections show that the Hotel remains ﬁnanc1a11y Vlable even Wlth the

" higher budget; and

the Airport has jdentified the neéessary cap1tai ﬁmdmg sources to suppott a $30 million
increase to the On-Airport Hotel project budget under the FY 2016/2017 Five-Year and
Ten—Year Capital Plans; now therefore be it

that this Comxmssxon approves 2 $30 million increase in the On- Alrport Hotel prOJect budget
under the FY 2016/201 7 Five-Year and Ten-Year Capital Plans, and, be it further ‘

that Resolution No. 16—01 66, except as supplemented and amended by this Resolutlon is

~ hereby ratified, approved and confirmed and remains in fu]l force and effect.

Lhereby cerz‘zﬁ! that the fbregomg resoluz‘zan was aﬁﬂﬁi é '? éﬁzﬁrf Commission

at 15 meeting of

( /%me
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~ AIRPORT COMMISSION -
TITY AND COUNTY OF SAN FRANCISCO
. L nnAR
RESOLUTION NO. 17 LY

TWENTIETH SUPPLEMENTAL BOND RESOLUTION, IN CONNECTION WITH THE ON-
AIRPORT HOTEL, INCREASING ATRPORT CAPITAL PLAN BONDS AUTHORIZATION
BY $35 MILIION FROM $243 MILLION TO $278 MILLION IN PRINCIPAL AMOUNT,

. AND INCREASING HOTEL SPECIAL FACILITY BONDS AUTHORIZATION BY $35
MILLION FROM $225 MILLION TO $260 MILLION IN PRINCIPAL AMOUNT

WHEREAS, the Airport Commission (the “Commlssmn”) of the City and County of San Francisco (the
“City™), on December 3, 1991, adopted its Resolution No. 91-0210, providing for the issuance
of San Francisco Tnternational Airport Second Series Revenue Bonds, which Resolution, as
previously supplemented and amended, including as amended and supplemented by
Resolution No. 03-0220, adopted on October 21,2003, Resolution No. 08-0035, adopted on
February 19, 2008, Resolrtion No. 10-0316, adopted on-October 26, 2010, Resolution
No. 12-0050, adopted on March 20, 2012, Resohrtion No. 14-0024, adopted on February 18,
2014, Resolution No. 15-0182, adopted on September 22, 2015 (the “E1ghteenth Supplemental
Resolution”), and Resolution No. 16-0274, adopted on November 1, 2016, is herein called the
“1991 Resolution™; and

"WHEREAS, the 1991 Resolution provides for the issuance by the Commission from tune to time of
" revenue bonds (the “1991 Resolution Bonds” ; and .

WHEREAS,  as part of mplementatlon of the Ajrport Master Plan appravcd by the Commission in 1992
: the Commission is undertaking the development of an on-Airport hotel to be owned by the
Commission (the “Hotel”) on a portion of Plot 2 at the former Hilton Hotel site, along with a
new AirTrain station to connect the Hotel with the AirTrain system (the “AirTrain Station”
and collectively with the Hotel, the “Hotel Project”); and .

WHEREAS, ~ the Commission, pursuant to the 1991 Res_olutioﬁ, has previously authorized the issuance of up
to $7,791,725,000 aggregate principal amount of 1991 Resolution Bonds (the “Capital Plan
Bonds™) for the purpose of financing and refinancing the development, acquisition,
construction, and equipping of capital projects approved by the Commission and costs related
- thereto, of which an aggregate principal amount of $5,502,605,000 remains unissued,
including an aggregate principal amount of $4,358, 695 227 that remains subject to the
approval of the Board of Supemsors and

WHEREAS, pursuant o the Eighteenth Stpplemental Resolution, the Commission: (a) authorized the
: issuance of not to exceed $243,000,000 aggregate principal amount of Capital Plan Bonds (the
“Airport Capital Plan Bonds”) to finance and refinance costs associated with the Hotel Project;
and (b) authorized the issuance of special facility bonds in accordance with the terms of the
1991 Resolution in the aggregate principal amount of up to $225,000,000 (the “Hotel Special
Facility Bonds”) to finance and refinance costs associated with the Hotel; and

WHEREAS, to maintainthe spécial facility status of the Hotel and finance it at the lowest available interest
rates, the Commission determined to combine the desirable features of the Airport Capital Plan
Bonds which are secured and payable from Airport net revenues and can therefore be sold to
investors at the lowest available interest rates, and the Hotel Special Facility Bonds by selling
the Airport Capital Plan Bonds to investors and purchasing the Hotel Speclal Facﬂlty Bonds
with the proceeds 6f the Alrport Capital Plan Bonds; and

Pagelof4
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WEHEREAS,

WHEREAS,

WHEREAS,

WEHEREAS,
WEIEREAS,

WEIEREAS,

- RESOLVED,

RESOLVED,

RESOLVED,

Section 1.

Section 2,

AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO
RESOLUTION NO M

the Airport Capitel Plan Bonds and the Hotel Special Facﬂrty Bonds will be issued in
accordance with the 1991 Resolution, applicable provisions of the Charter of the City,
ordinances and resolutions of the Board of Supervisors, and the statutes of the State of

" California; and . |

the estimated costs of the Hotel have incfeased, thus requiring an increase in the authotized
principal amount of both the Airport Capital Plan Bonds and the Hotel Special Facility Bonds
of $35,000,000 to pay the costs thereof; and

the Adrport Master Plan was the subject of a Program Environmental Tmpact Report (“EIR”)'
certified by the San Frauncisco Planning Commission on May 28, 1992, by Motion No. 13356;
and )

the .En\?ironmental Planning Division of the San Francisco Planning Department reviewed the.
Hotel Project and issued an addendum to the EIR (“Addendum”) on February 5, 2014,
determining that the Hotel Project is within the scope of the EIR and no additional
envitonmental review is required under the California Environmental Quality Act (Public
Resources Code Section 21000 et seq., “CEQA”) and

* onMay 19,2014, the Comnussmn, by Resolution No. 14-0095, adopted ﬁndmgs mder CEQA

related to the Hotel Project, detérmined to proceed with the Hotel Project, and authorized the
Airport Director to proceed with implementation of the Hotel Project; and

the project files, including the EIR, Addendum and Commission Resolution No. 14-0095,
have been made available for review by the Commission and the public, and those files are
part of tho record before the Commission; and

pursuant fo Section 9.01(f) of the 1991 Resolution, the Commission, by Supplemental
Resolution, may make any change or addition to the 1991 Resolution to provide for the
issuance of, and to set the terms and conditions of, additional Series of Bonds under the

- 1991 Resolution; now, therefore, be it,

that this Commission has reviewed and considered the information in the EIR and Addendum,
and hereby incorporates the CEQA findings.contained in Resolution No. 14-0095, including
findings of the' Statement of Overriding Considerations, by this reference as though fully set
forth in this Resolution; and be it further

that this Commission finds that since the EIR and Addendum were finalized, there have been
no substantjal project changes and no substantial changes in project circumstances that would
require major revisions to the EIR due to the involvement of new significant environmental
effects or an increase in the severity of previously identified significant impacts, and there is

. 1o new information of substantial importance that would change the conclusions set forth in

the EIR and Addendum; and be it further
as Tollows:”

Commission Findings. The Comn:ussmn hereby finds and determines that the foregomg
recitals are true and correct. ‘

Defined Terms. Capitalized terms used but not othermsc defined in this Resolution shall have
the meanmgs set forth in the 1991 Resolution.

PageZof4
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Section 3.

®

®
Section 4.
Section 5.
Section 6.

Section 7.

Section 8.

Section 9.

Section 10.

Section 11.

AIRPORT COMMISSION.
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION No.__3 F=R045

Adrport Capltal Plan Bonds.

Increased Authonzanon of Capital Plan Bonds. In accordance mth Section 9, Ol(f) of the
1991 Resolution, the Commission hereby authorizes the issuance of an additional aggregate
principal amount of not to exceed $35,000,000 of Airport Cap1ta1 Plan Bonds for the Hotel
Project.

Parameters of the Airport Capital Plan Bonds. The Anport Capital Plan Bonds shall be sold \
prior to June 30, 2020, and may be issued as Variable Rate Bonds.

Hotel Special Facility Bonds. The Commission hereby authorizes the issuance of fm '
additional aggregate principal amount of not to exceed $35,000,000 of Hotel Special Facility
Bonds for the Hotel The Hotel Special Facility Bonds sha]l be secured solely by, and payable
solely from, the Hotel Revenues. . .

Ratification of Bighteenth Supplemental Resolution. The Eighteenth Supplemental
Resolution, except as supplemented and amended by this Resolution, is hereby ratified,
approved and confirmed and remains in full force and effect,

Delegation by Airport Director. The Airport Dlrector is authorized to delega‘ce the authority

granted to him pursuant to this Resolution in writing to a member of Alrport management
upon oonsultatlon with the Office of the City Attorney.

Approval of Board of Supervwors The Commission Secretary, for and on behalf of and in the
name of the Commission, is authorized and directed to seek any approvals the-Airport Director
deems necessary or desirable from the Board of Supervisors of the City in order to carry out
the intents and purposes of this Resolution, incliding approval of the additional Afrport
Capital Plan Bonds and Hotel Special Facility Bonds and any necessary supplemental
approprlauons

Ratification of Prior Acts. The actions of the ofﬁcers, agents and employees of the

. Comumission to carry out its infents and purposes taken prior to the adoption of this Resolution

are ratified, approved and confirmed,

General Authorization, The Airport Director and the other officers, agents and employees.of
the Commission are authorized and directed to execute and deliver such documents,
agreements and certificates and to take such other actions, upon consultation with the Office of
the City Attorney, as may be necessary or desirable and in the best interests of the

Commission to carry out the purposes and intents of this Resolution and the transactions |
contemplated hereby.

Effectiveness. This Resolution shall become effective on and as of ’che date of adoptlon
hereof. -
)

Severability. Should the application of any provision of this Resolution to any particular facts
or circumstances be found by a court of competent jurisdiction to be invalid or unenforceable,
then () the validity of other provisions of this Resolution shall not be affected or impaired
thereby, and (b) such provision shall be enforced to the maximum extent possible so as to
effect the putposes-and intents of this Resolution, ,

Page 3 of 4
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‘AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

1? =AY AG

RESOLUTION NO.

ADOPTED by the Airport Commission of the City and County of San Francisco this 7% day of ‘March, 2017,
‘by the following vote:

Ayes: L{

Noes: 5
Absent: |-
[SEAL]
Approved as to Form:

DENNIS J. HERRERA
City Attorney

o Bl B

Brooke D, Abola B
Deputy City Attorney o

. Page 4 of4
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REQUEST FOR SUPPLEMENTAL APPROPRIATION

DEPARTMENT: Airport Cdmmission DIVISION: Business & Finance DATE: 03/24/2017

To the Mayor:
Request is hereby made for supplemental appropriation from the followmg appropriation(s) or fund(s) in -
the amount(s) indicated;

APPROPRIATION . . DESCRIPTION OF APPROPRIATION OR FUND AMOUNT - ANMOUNT
NUNBER . :

See Hotel Attachment A

to the credit of the following appropriation(s) or fund(s) in the amount(s) indicated:

APPROPRIATION DESCRIPTION OF APPROPRIATION OR FUND AMOUNT AMOUNT
NUMBER : . .

See Hotel Attachment A

There are no surpluses in any of this department’s appropriations available for transfer for the requested
purpose(s). Complete detail as to the necessity for THIS appropriation is stated in attached letier.

APPLICABLE BOXES MUST BE CHECKED
This request included capital projects (s.0. 06700 OR 06700); a separate copy has been sent to the Chair, Capital
improvement Advisory Committee. ’

These funds have not been previously requested
These funds were previously requested by:h

Supplemental Appropriation - or Budget Estimate :
and were
| | reduced or denied by The Mayor, or The Board of Supervisors

CERTIFIED AS TO FAGTS AND AMOUNTS AS ABOVE STATED, AND

RECOMMENDED: A : , (Department Head)

7 : —
APPROVED: / f/é%m/k et A(j( " (Board or Commission)

Recorded Controller's Bydget Division
!

By: Date: Request
No.

FOR MAYOR'S USE

To the Controller: : :
The above request meets with my approval; as indicated above. You are hereby requested to prepare the necessary
appropriation ordinance

./
APPROVED: /%a %Xﬂ/
Edwin Lee BY: DATE:

f GCSF Controller's Office - Budget Analysis Division
: Last Updated: 7/2002




Hotel Attachment A
FY 2016-17 Airport Hotel Supplemental De-Appropriation, Re-Appropriation, and Appropriation
3/24/17

1.) DE-APPROPRIATION
USES De-Approprlatlon Hotel Speclal Facility Revenue Bonds and Other Fmancmg
hie i L Descriphiang s Amount .
3 -—
SACRFYYY Other Financing Source XXXRK CACOS4 UNS401 06700 Buildings, Structures, and Improvement s 5,000,000
Fund Hotel Constritction
Hotel Special Facility '
p .
SAC EZZ Capital Project Fund AIRFINCOST CACPR} FC 07311 Commercial Paper interest S 3,600,000
SACPFZZZ Hot?l Speci'al Facility AIRFINCOST CACPRIFC. o711 Capitalized Interest on Special Facility Revenue $ 13,000,000
Capital Project Fund Bonds
SACPFZZZ Hotel Special Facility AIRFINCOST CACPRIFC 07311 Costs of Issuance Contingency s 3,400,000

2.} RE-APPROPRIATION
USES Re-Appropnat;on ~ Hotel Speclal Facllity Revenue Bonds and Other F‘nancmg ‘ » S N )
CRind ¢ FifidDeséription IhidexCodle. ©  : -Projeit Cade.- Subobject . . " <-Déscription S T Amount
SACPFYYY Other Financing Source XHXKXK CACO54 WC5401 06700 St;d\fp Worlfing Capital Expenses and $ 5:d00:00°
Fund Working Capital Reserves
Hotel Special Facility Startup Working Capital Expenses and
C ‘
SACPFZZZ Capital Project Fund KRRXXX CACO34 WC5401 06700 Working Capital Reserves 3 3,100,000
' Hotel Special Facility Buildings, Structures, and Improvement —
SACPFZZZ Capital Project Fund XXHRRY CACO54 UN5401 06700 Hotel Construction b 5,000,000
Hotel Special Facility X Capitalized Interest on Special Faciﬂt{( Revenue
073, R
SACPFZZZ Capital Project Fund A.IRHNCOST CACPRIFC 731 Bonds or Commercial Paper Notes $ 14,500,000
Total USES Re-Appropriation —Hofel Special Facility ReventigBands™ - = 2 - - e LT F 7. 25,000,000

3.) APPROPRIATION
SOURCES Appropnatxon—Alrport Capltal Plan Bonds and Fund Balance

2015 SFIA Hota| Capltal
Project Fund
SFIA Operaﬂng Fund

2015 SFIA Hotel Capital PrceedsTnseto ﬁurchas'e' SpecaalﬁFacility IA»SR

Project Fund Bonds
SFIAO eratmg Fund NG | | CSAO 2% Ci ntroller' Audit Fund

CACO54 UNS401 i 0955A

ting: Desmpﬂan X.Co Project:Co “Subobject. Description
Hotel Special Facility Transfer in from General Airport Revenue
SACPFZZZ Capital Project Fund XXXXX ) f:ACPRJ 01 9505A Bond 3 35,000,000

p’otal 'SQURCES Appropria

USES Appropnatlon Hotel Specnal Faclllty Revenue Bonds

Hotel Spec]zﬁ Faé:llity Bulldings, Structures, and Improvement— .

- Capital Project Fund 06700 Hotel Construction 3 30 000,000
Hotel Special Facility Capitalized Interest on Spacial Facility Revenue
Caputai Pr OJECt Fund 07311 Bonds or Commercial Paper Notes $ 5,000,000

Hotel Attachment A- Form 10 9 -7 4




.AIRPORT COMMISSION ’

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO 1 5:0 1 82

APPROVAL OF EIGHTEENTH SUPPLEMENTAL RESOLUTION DESIGNATING A
PROPOSED ON-AIRPORT HOTEL AS A “SPECIAL FACILITY” AND AUTHORIZING

UP TO $243 MILLION PRINCIPAL AMOUNT OF ATRPORT CAPITAL PLAN BONDS
- AND 8225 MILLION PRINCIPAL AMOUNT OF HOTEL SPECIAL FACILITY BONDS TO

FINANCE OR REFINANCE THE ON-AIRPORT HOTEL; APPROVING THE FORM OF

TRUST AGREEMENT: AND RELATED MATTERS

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

the Airport Commission (the “Commission”) of the City and County of San
Francisco (the “City”), on December 3, 1991, duly adopted its Resolution

No. 91-0210, providing for the issuance of San Francisco International Airport
Second Series Revenue Bonds, which Resolution, as previously supplemented and
amended, including as amended and supplemented by Resolution No. 03-0220
adopted on October 21, 2003 (the “Eleventh Supplemental Resolution™), Resolution
No. 08-0035, adopted on February 19, 2008 (the “Thirteenth Supplemental
Resolution™), Resolution No. 10-0316, adopted on October 26, 2010 (the “Fifteenth
Supplemental Resolution,” which amended and restated the Eleventh Supplemental
Resolution), Resolution No, 12-0050, adopted on March 20, 2012 (the “Sixteenth
Supplemental Resolution”), and Resolution No. 14-0024, adopted on ‘
February 18, 2014 (the “Seventeenth Supplemental Resolution”) is herein called the
*“1991 Resolution;” and

the 1991 Resolution provides for the issuance by the Commission from time to time
of revenue bonds (the “1991 Resolution Bonds™); and

as part of implementation of the Airport Master Plan approved by the Commission in
1992, the Commission is undertaking the development of an on-Airport hotel with
approximately 350 rooms (the “Hotel™) on a portion of Plot 2 at the former Hilton
Hotel site, along with a new AirTrain station to connect the Hotel with the AirTrain
system (the “AirTrain Station” and collectively with the Hotel, the “Hotel Project™);
and

the Commission, pursuant to the 1991 Resolution and the Thirteenth, Sixteenth and
Seventeenth Supplemental Resclutions, has previously authorized the issnance of up
to $4,773,725,000 aggregate principal amount of San Francisco International Airport
Second Series Revenue Bonds for the purpose of financing and refinancing the
construction, acquisition, equipping and development of capital projects (not
including the Hotel Project) undertaken by the Airport which are approved by the
Commission (the “Capital Plan Bonds™); and

the Commission has determined that it i3 necessary and desirable and in the best
interests of the San Francisco International Airport (the “Airport”) to: (a) authorize
the issuance of an additional not fo exceed $243 million principal amount of Capital
Plan Bonds (the “Airport Capital Plan Bonds™); (b) designate the proposed Hotel as a
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

. AIRPORT COMMISSION ‘

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO 15“0182

“Special Facility,” as defined in the 1991 Resolution, and (c) authorize the issuance
of special facility bonds in accordance with the terms of the 1991 Resolution in the
principal amount of up to $225 million (the “Hotel Special Facility Bonds”) to
finance and refinance costs associated with the Hotel to be owned by the

Commission; and

to maintain the special facility status of the Hotel and finance it at the lowest
available interest rates, the Commission anticipates combining the desirable features
of the Airport Capital Plan Bonds (which are secured and payable from Airport net -
revenues and can therefore be sold to investors at the lowest available interest rates)
and the Hotel Special Facility Bonds by selling the Airport Capital Plan Bonds to
investors and purchasing the Hotel Special Facility Bonds with the proceeds of the
Airport Capital Plan Bonds; and

the Airport Capital Plan Bonds and the Hotel Special Facility Bonds will be issued in
accordance with the 1991 Resolution, applicable provisions of the Charter of the
City, ordinances and resolutions of the Board of Supervisors, and the statutes of the
State of California, and in with respect to the Hotel Special Facility Bonds, a Trust
Agreement in substantially the form on file with the Secretary of the Commission;
and

the Airport Master Plan was the subject of a Program Envifonmcntal Impact Report
(“EIR”) certified by the San Francisco Planning Commission on May 28, 1992, by
Motion No. 13356; and

the Environmental Planning Division of the San Francisco Planning Department
reviewed the Hotel Project and issued an addendum to the EIR (“Addendum®) on
February 5, 2014, determining that the Hotel Project is within the scope of the EIR
and no additional environmental review is required under thé California
Environmental Quahty Act (Public Resources Code Section 21000 ¢t seq., “CEQA™);
and

on May 19, 2014, the Commission, by Resolution No. 14-0095, adopted ﬁ'ndings
under CEQA related to the Hotel Project, determined to proceed with the Hotel
Project, and authorized the Airport Director to proceed with implementation of the
Hotel Project; and

the project files, including the EIR, Addendum and Commission Resolution
No. 14-0095, have been made available for review by the Commission and the
publie, and those files are part of the record before the Commission; and

pursuant to Section 9.01(f) of the 1991 Resolution, the Commission, by Supplemental
Resolution, may make any change or addition to the 1991 Resolution to provide for

the issuance of, and to set the terms and conditions of, additional Series of Bonds
under the 1991 Resolution; now, thetefore, be it,

Page2of 6
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RESOLVED,

RESOLVED,

RESOLVED,

AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO 15“0182 ;

that this Commission has reviewed and considered the information in the EIR and
Addendum, and hereby incorporates the CEQA findings contained in Resolution
No. 14-0095, including findings of the Statement of Overriding Considerations, by
this reference as though fully set forth in this Resolution; and be it further

that this Commission finds that since the EIR and Addendum were finalized, there
have been no substantial project changes and no substantial changes in project
circurnstances that would require major revisions to the EIR due to the involvement
of new significant environmental effects or an increase in the severity of previously
identified significant impacts, and there is no new information of substantial
importance that would change the conclusions set forth in the EIR and Addendum;
and be it further

as follows:

Section 1. Commission Findings, The Commission hereby finds and determines
that the foregoing recitals are true and correct. :

Section 2, Defined Terms. Capitalized terms used but not otherwise defined in
this Resolution shall have the meanings set forth in the 1991 Resolution.

Section 3. Special Facility Designation. In accordance with Section 2.16 of the
1991 Resolution, the Commission hereby designates the planned Hotel as a “Special -
Facility,” as defined in the 1991 Resolution. Specifically, the Hotel Special Facility
shall include the following: Plot 2 (as reconfigured following the realignment of
South McDonnell Road), the Hotel structure, the connector between the Hotel and the
AirTrain station serving the Hotel, and the other improvements to Plot 2.

The Hotel Special Facility shall exclude the following: the AirTrain station serving
the Hotel, and al] AirTrain guiderails, support structures and facilities.

Section 4. Designation of Special Facility Revenues. In accordance with

Section 2.16 of the 1991 Resolution, the Commission hereby determines that
revenues from the Hotel shall constitute “Special Facility Revenues,” as defined in
the 1991 Resolution (the “Hotel Revenues™) and shall not be included as “Revenues”
under the 1991 Resolution. Specifically, the Hotel Revenues shall include the
following:. all revenues generated by the Hotel (including revenues from rooms,
meeting facilities, food and beverage, retail, parking on Plot 2, and spa).

Section 5. Airport Capital Plan Bonds.
(8)  Increased Authorization of Capital Plan Bonds. In accordance with Section
9,01(f) of the 1991 Resolution, in order to authorize the issuance of an additional

aggregate principal amount of not to exceed $243 million of Capital Plan Bonds (also
referred to in this Resolution as the “Airport Capital Plan Bonds™) for the purposes of
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financing and refinancing the construction, acquisition, equlppmg and development
of the Hotel Project, funding debt service reserves, and paying costs of issuance, in
connection therewith, including through the purchase of the Hotel Special Facility
Bonds, the 1991 Resolution (as previously amended and supplemented, including by
the Thirteenth, Sixteenth and Seventeenth Supplemental Resolutions) is hereby
further amended and supplemented as follows:

Each of the references in the 1991 Resolution, including the caption and whereas
clauses and in Sections 34-82.01 and 34-83.01(a) thereof, to “Four Billion Seven
Hundred Seventy-Three Million Seven Hundred Twenty-Five Thousand Dollars” and
“$4,773,725,000,” of Capital Plan Bonds is hereby amended to read “Five Billion
Sixteen Million Seven Hundred Twenty-Five Thousand Dollars” and
“$5,016,725,000,” respectively.

(b) Parameters of the Capital Plan Bonds. The Capital Plan Bonds shall be
subject to the maximum maturity and interest rate limitations set forth in Resolution
No. 50-11 of the Board of Supervisors.. The Capital Plan Bonds shall be sold prior to
June 30, 2020, and may be issued as Variable Rate Bonds.

Section 6. Hotel Special Facility Bonds.

(a)  Authorization. The Commission hereby authorizes the issuance of $225
million in aggregate principal amount of Hotel Special Facility Bonds to finance and
refinance the Hotel Project and costs in connection therewith. The Hotel Special
Facility Bonds shal] be secured solely by, and payable solely from, the Hotel
Revenues.

(b)  Trust Agreement. The Airport Director, for and on behalf of and in the name

- of the Commission, is authorized to execute and deliver a Trust Agreement and/or
Supplements thereto with a bond trustee selected by the Airport Director in
connection with the issuance of any such Hotel Special Facility Bonds in
substantially the form presented and on file with the Secretary of the Commission,
with such changes thereto as have been approved by the Airport Director, upon
consultation with the Office of the City Attorney, the Airport’s financial advisors and
bond counsel, such approval to be conclusively evidenced by the execution and
delivery thereof.

Section 7., . Delcgation by Airport Director. The Airport Director is authorized to
delegate the authority granted to him pursuant to this Resolution in writing to a
member of Airport management upon consultation with the Office of the City
Attorney.

Section 8. Approval of Board of Supervisors. The Commission Secretary, for
and on behalf of and in the name of the Commission, is authorized and directed to
seek any approvals the Airport Director deems necessary or desirable from the Board

Page 4 of 6
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of Supervisors of the City in order to carry out the intents and purposes of this
Resolution, including approval of the Airport Capital Plan Bonds, the Hotel Special
Facility Bonds, the form of Trust Agreement approved by this Resolution, and any
necessary appropriations.

Section 9. Ratification of Prior Acts. The actions of the officers, agents and
employees of the Commission to carry out its intents and purposes taken prior to the
adoption of this Resolution are ratified, approved and confirmed.

Section 10.  General Authorization. The Airport Director and the other officers, .
agents and employees of the Commission are authorized and directed to execute and
deliver such documents, agreements and certificates and to take such other actions,
upon consultation with the Office of the City Attorney, as may be necessary or
desirable and in the best interests of the Airport to carry out the purposes and intents
-of this Resolution, and the other transactions contemplated hereby and thereby.

Section 11.  Effectiveness. This Resolution shall become effective on and as of
the date of adoption hereof.

Page 5 of 6
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AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO 15-D182

ADOPTED by the Airport Commission of the City and County of San Francisco this 227
day of September, 2015, by the following vote:

Ayes: 5/

Absent: D

Noes:
[SEAL}

Approved as to Form:

DENNIS J. HERRERA
City Attorney

Davm Stevens J
Deputy City Attorney

Page 6 of 6

1 hereby certify that the foregoing resolution was adopted by the Airport Commission

-at ifs meeting of

Secretary
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