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FILE NO. 191185 ' » RESOLUTION NO.

[Port Commission Revenue B,onvds - Not to Exceed $27,000,000]

Resoi’uﬁon"aUthori.zing'the issuance of Port Commission of the City and County of San
Francisco Refunding Revenue Bonds, Series 2020, in an aggregate principal amount
not to exceed $27,000,000 to refund odtstanding Series 2010A and Series 2010B
revenue bonds of the Port; approving the form of a third supplement to the indenture of
trust; approvmg the form of a Bond Purchase Contract relatlng o the Refundmg
Bonds; approvmg the form of an Official Statement in preliminary and final form '

relatmg fo the Refunding Bonds; approving the forms of Escrow Agreements; - "

'approving the form of a Continuing Disclosure Certificate; granting general authofity to

City officials to take necessary actions in connection with the authorization, sale,
execution and dehvery of the Bonds; approvmg modlflcatlons to documents relating

thereto and approving other related matters, as deflned herem :

WHEREAS, Pursuént to Section 9.107(4) of the Charter ("Charter") of the City and
County of San Francisco ("City") and Chapter 43, Article XII of the San Francisco
Administrative Code (the "Administrative Code") the Port Gommission of the City ("Port

‘ Commlssmn") is authorized, subject to the approval of the Board of Supervnsors of the City

("Board"), to issue revenue bonds for any Port-related purpose and secured solely by Port
revenues; and | A |
WHEREAS The Port Commission previously issued 1ts City and County of San
Francisoo Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt) (“Series 2010A Bonds”) .
and its City and County of San Frénoisco Revenue Bonds, Seriés 2010B (Taxable) (the
“Serie.s 2010B Bonds” and, collectively with the Series 2010A vBonds, the “Series 2010

Mayor Breed
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Bon'ds”) for the purpose of financing the costs of acquiring, constructing, improving and

- developing facilities under the jUrisdio’cion of the Port; and

» WHEREAS, The Series 2010 Bonds were issued pursUant to an Indenture of Trust
(“Master Indenture”), as supplemented by a First Supplement to Indenture of Trust, eéch ’
dated as of February 1, 2010, between the Port Commission and U.S. Bank National
Association, as successor trustee (“Trustee”); and |

WHEREAS, Pursuant to Res"ol.uti.,on'No. 19-42, adopted by the Port Commission on

‘October 22, 2019 ("Port Resdlutioh"), the Port Comnﬁission authorized the issuance of up to

$27,000,000 aggrégate princibal amount of its Port Commission of the City and

County of San Francisco Refunding Revenue Bonds, Series 2020 ("Refunding Bonds"), to
refund the Series 2010 Bonds, and approved the forms of various documents relating to thé
issuance, sale and delivery of the Bonds (collectively, th.e "Financing Do‘cument‘s,” as further
defined in Section 8 below);'and |

| WHEREAS, The provisions of the Port Resolution and the Financing Documents do not
conflict with {he requirements of the Charter or the. Administrative Code; now; therefore, be it

‘ RESOLVED, By the Board of Supervisors of the City and County of San Fran’oiéco, as
follows: | | '

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

Section 2. Approval and Authorization bf Revenue Bonds. The issuance by the Port

Commission of the Refunding Bonds to (i) refund the Series 2010 Bonds, (ii) fund a debt

service feserve fund for the Refunding Bonds, if necessary, as well as (i) pay costs of

issuance and other incidental costs, is hereby approved. The total principal amount of the
Refunding Bonds shall not exceed $27,QO0,000. The Refunding Bonds shall be issued

pursuant to the terms of the Financing Documents as each shall be approved as to form by

Mayor Breed ' : _ .
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the City Attomey, which approval shall be conclusively evidenced by the signature of the City -

Attorney on each such agreement.

Section 3. Approval of the Indenture and Authorization of Selection of the Trustee. The
form of a third supplement to indenture of trust ("Third Supplement to Indenture") between the |
Port and U.S. Bank National Assooiation,' as trustee, a oopy of which is on file with the Clerk
of the Board under File No. 191 185, is hereby approved, with such changes, additions, andA

modifications as the Exeo'utive\ Director of the Port ("Executive Director") or designee thereof

: may:make or approve in accordance with Section 8 hereof.

Sectxon 4. Approval of Bond Purchase Contract Relatlnq to the Refunding Bonds. The

form of a purchase confract and relatlng to the Refundlng Bonds ("Bond Purchase Contraot”) ‘
a copy of which is on file with the Clerk of the Board under File No. 191 185, is hereby
approved with suoh changes, additions, and modiﬁcations as the Executive Director may
make or approve in accordance with Section 8 hereof

Section 5. Approval of the Official Statement in Preliminary and Flnal Form. The form of

an official statement relating to the Refundmg Bonds ("Official Statement")I a copy of which is

on file in preliminary form with the Clerk. of the Board under File No. 191185, is hereby

approved, with such ohangee, additions, and modifications as the Executive Director may

. make or approve in accordance with Section 8.hereof.

.~ Section 6. Approval of the Escrow Agreement. The forms of Escrow Agreements

| ("Escrow Agreements") between the Port and U.S. Bank National Association, as trustee and

escrow agent, copies of which are on file with the Clerk of the Board under File No. 191185,

‘are hereby-approved, with suoh changes, additions, and modifications as the Executive

Director may make or approve in accordance with Section 8 hereof.

Section 7. Approval of the Continuing Disclosure Cettificate. The form of a Con‘tinutng

Disclosure Certiﬁoate, a copy of which is on file with the Clerk of the Board under File

Mayor Breed ] ] g
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No. 191185, is hereby approved, with such changes, additions, and modifications as the
Executive Directof may make or approve in accordance with Section 8 hereof.

Section 8. Modifications, Changes andAdditions; Additional Agreements. The '

approvals contained héréin.shall extend to any am'endments to the Third Supplemént fo
Indenture, the Bohd Purchase Contract, the Official Statement, the Escrow Agreements,‘the
Continuing Disclosure Certificate (colleotlvely, the "Flnancmg Documents") and all
agreements of the Port Commission supplemental thereto, as well as to such addmonal
agreements as the Port Commission may -approve for the purpose of implementing the
issuance, sale and delivery of the Refunding Bonds; The Executive Director's approval of
suéh modifications, change_s or additions, made uporj consulta.tion with the City Attorney, sfhall
be oonc‘lusive!y, evidenced by the_executi‘on.ahd delivery b'y'the Executive Direcfo‘r of the
Financing Documents and any such additional agreements.

Section 9. General Authority. The Executive Director, the Director of the Office of

Public Finance ("Director"), the City Aftorney, and all other appropriate ofﬁéers, erﬁbloyees,
representatives and agents of the City are hereby authorized and directed to do ‘eVerything
necessary or desirable to provide for the issuance of the Bonds, including but not limited to,
executing_.any and all oertiﬁcateé, requisitions,‘ agreements, notices, consents, and other
documehts which they or any of them might deem necessary or ap}éropri‘ate in order to
thsummate the lawful issuanice, sale and delivery of the Refunding Bonds and otherwise fo '
give effect to this Resolution. Any such actions are so[ely intended‘ to further the purpoées of
this Resolution and are subject in all respects to the terms of this Resolution. No such ac‘uons
shall i increase the risk to the City or require the Clty to spend any resources not otherwase
granted herein. Final versions of any such documents shall be provided to the Clerk of the
Board of Sdp‘en/isors_ for inclusion in the official file within 30 days (or as soon thereéﬁer as

final documents are available) of ekeoution by all parties.

Mayor Breed .
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DENN _
| By: i /(

MARK D. BLAKE VN —

APPROVEDP,AS TO FORM:

Deputy City Attorney

n:\legana\as2015\2000212101407176.docx

Mayor Breed
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BUDGET AND FINANCE COMMITTEE MEETING ’ JANUARY 15, 2020

Items 6 and 7 . Department:
Files 19-1178 & 19-1185 ° Port Commission {Port)

“Legislative Objectives

s File 19-1185 is a resolution authorizing the Port of San Francisco (Port) to issue up to -
$27,000,000 in 2020 refunding revenue bonds to refund outstanding Series 2010A and
2010B Port revenue bonds. File 19-1178 is an ordinance (a) appropriating $29,978,864
from a combination of 2020 refunding revenue bond proceeds and Series 2010 revenue
bond debt service reserve fund, and de-appropriating $1,920,024 from the scheduled
March 1, 2020 debt service paymeht on the Series 2010 Port revenue bonds, totaling
$31,898,888; and (b) re-appropriating $31,898,888 to repay the 2010 Port revenue bonds.

Key Points

e In November 2009, the Board of Supervisors approved the i issuance of up to $45,000, 000
in Port revenue bonds and the appropriation of $33,395,571 in bond proceeds to partially
finance seven Port repair and renovation projects, .including the James R. Herman Cruise

‘Terminal at Pier 27. The Port issued $36,650,000 in bonds under this authorization.

¢ Port staff and financial advisors have determined that the Port may achieve significant
debt service savings by refinancing the 2010 revenue bonds on March 1, 2020. In Octeber
2019, the Port Commission approved the issuance of $27,000,000 in hew revenue bonds
to refinance the remaining balance of the 2010 revenue bonds. ’

e The anticipated bond proceeds of $27,131,937 exceed -the authorized par amount of
$27,000,000 in the proposed resolution. This is because the 2020 refunding revenue
bonds may be structured as premium bonds, in which investors would be willing to pay
more than the bonds’ face value. The premium payment may be accepted without
violating the authorization granted in the proposed resolution.

Fiscal Impact

e Based on current bond market conditions, the revenue bond refinancing authorlzed by

the proposed resolutions is estimated to result in approximately $11.7 million in debt

_ service savings over the 20-year period from March 2020 through March 2040. Using an

. estimated discount rate of 2.71 percent, the Port would have an estimated total net
present value savingsof approximately. $9.4 million. -

e The proposed appropriation includes $30,849,669 to repay the 2010 bonds, $306,041 for -
the costs of issuance for the new bonds, $117,710 for the underwriter's discount, and
$625,468 as a reserve for market uncertainty. The $2,846,927 debt service reserve fund
included with the 2010 honds can be used to partially repay the bonds.

Recommendation ~

e Approve the proposed resoiutipn and ordinarice.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETlNG JANUARY 15, 2020

'MANDATESTATEMENT

City Charter Section 9. 107(4) and City Administrative Code Sectlon 43.12.5(a) state that each
revenue bond issuance by the Port Commlssmn for any Port—related purpose is subJect to Board
of Su pervusors approval ' '

BACKG ROUND

In November 2009, the Board of Supervisors approved the issuance of up to $45 000,000 in
Port of San Francisco (Port) revenue bonds (File 09-1273, Resolution 469-09) and the
appropriation of $33,395,571.in bond proceeds to partially finance seven Port repair and
renovation projects, including the James R. Herman Cruise Terminal at Pier 27 (File 09-1274,
Ordinance 257-09). In February 2010, the Port issued approximately $36.7 million in revenue
bonds under this authorization. The 2010 revenue bonds were structured to allow the Port -
Commission to redeem any or all of the remamlng outstanding bonds at any time on or after
March 1, 2020.

Port staff and financial advisors have determined that the Port may achieve significarit debt
service savings by refinancing the 2010 revenue bonds on March 1, 2020. Port staff estimates
that the refinancing would save approximately $11.7 million over the remaining life of the
bonds, or $9.4 million in net present value savings based on the Port’s current market
conditions and the Port’s current credit rating™. On October 22, 2019, the Port Commission
approved the issuance of up to $27 million in new 2020 Port revenue bonds to refinance the
réemaining balance of the 2010 Port revenue bonds.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution (File 19-1185) and ordinance (File 19-1178) would:

1. Authorize the Port to |ssue up to $27 000,000 in 2020 refunding revenue bonds (File 19-
1185); and

2. (a) Appropriate $29,978,864 from a combination of 2020 bond proceeds and the 2010-
bond’s debt service reserve fund; (b) de-appropriate $1,920,024 from the scheduled
March 1, 2020 -debt service payment on the 2010 Port revenue bonds; and (c) re-
appropriate $31,898,888 to repay the 2010 revenue bonds. (File 19-1178) '

The 2020 bonds would be issued in two series: Series 2020A, a tax-exempt issue with an
estimated $14.0 million of proceeds; and Series 20208, a taxable issue, with an estimated $13.1
million. The total 2020 bond proceeds are estimated to be $27.1 million.” The bonds would be
fully repaid by 2040, which is the same repayment timeline as the outstanding 2010 bonds.

* The Port is currently rated A by Fitch and Standard & Poor’s and Al by Moody’s. In conjunction with the
refinancing, the rating analysts will affirm or change the current ratings in January 2020, closer to the time of the
sale of bonds.

% The Series 2020A tax- exempt bonds will refund revenue bonds originally issued for the Pier 27 Cruise Ship
Terminal, Crane Cove Park, Piers 19/23 planning and roof replacement, Pier 35 superstructure and substructure

SAN FRANCISCO BOARD OF SUPERVISORS , ' ‘ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING JANUARY 15, 2020

The 2010 revenue bonds included a debt service reserve fund of $2,846,927. According to Ms.
Katharine Petrucione, Port Deputy Director of Finance and Administration, thereserve fund was
required due to market conditions at that time, to repay bondholders in the event the Port
defaults on its debt. According to Ms. Petrucione, due to changes in market conditions, a
reserve fund will likely not be needed -for the new 2020.revenue bonds. The balance. of
$2,846,927 may be used to partially repay the 2010 bonds.

Bond Issuance Amount

The anticipated receipt of bond proceeds of $27,131,937 exceeds the Board authorized
issuance amount of 527,000,000 in the proposed resolution (File 19-1185). According to Ms.
Anna Van Degna, Director of the Controller’s Office of Public Finance, this is because the 2020
- bonds may be structured as premium bonds, in which investors would be willing to pay more
than the face value of the bonds. With premium bonds, investors receive a higher interest rate
in exchange for paying a premium at issuance. According to Mr. Mark Blake, Deputy City
Attorney, the premium payment in excess of $27,000,000 may be accepted without violating
the authorization granted in the proposed resolution. Mr. Blake has conferred with the City’s
~ bond counsel and they agree with the conclusion on this point. ' '

. The revenue bond refinancing authorized by the proposed resolution and ordinance would
result in an estimated $11.7 million of debt service savings over the 20-year perjod from March
2020 through March 2040. Using an estimated annual discount rate of 2.71 percent, the Port
would have total savings of approximately $9.4 million in net present value. According to Ms,
Petrucione, based on current market conditions the 2020 bonds would have an estimated
coupon rate of 4.27 percent, lower than the 5.75 percent coupon rate of the 2010 bonds.
Annual estimated debt service payments and savings are shown-in Table 1 below.

repairs and bathroom renovation, Pier 50 entryways, CEQA review, and bond issuance costs. The Seriés 2020B

taxable bonds will refund revenue bonds originally issued for the Pler 27 Cruise Ship Terminal, Pier 19/23 planning

and roof replacement, Crane Cove Park, Pier 33.5 bulkhead improvements, Pier 50 entryways, Pier 94 backlands

leasing improvements, Piers 30/32 repairs and improvements, Piers-29.5/31 building and roof improvements,

CEQA review, and bond issuance costs. According to Ms. Petrucione, the Port’s bond counsel determined that
- bonds issued for the aforementioned projects were taxable because they included private use.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING

JANUARY 15, 2020

Table 1: Port Debt Service Payments.and Savings

Year® CurrentPrior = Estimated New  Estimated  Estimated Net
Debt Service Debt Service Gross . PresentValue

Payment Payment Savings Savings

2021 . 82,844,342 - $2,095,474 $744,868 $729,017
2022 2,845,482 2,070,544 774,938 738,486
2023 2,846,370 2,069,838 776,532 720,064
2024 i’ 2,841,658 2,062,149 779,509 703,318
2025 2,846,345 2,067,558 778,787 683,704
2026 - 2,844,381 2,066,125 778,256 664,769
2027 2,844,743 2,067,477 777,266 645,920
2028 2,841,956 2,066,965 774,991 626,533
2029 2,845,649 2,068,865 776,784 610,879
2030 2,844,713 2,068,641 776,071 593,663
2031 1,853,775 1,456,250 397,525 -296,181
2032 1,851,119 1,451,500 399,619 289,776
2033 1,850,644 1,449,750 400,894 282,922
2034 1,852,094 1,455,750 396,344 272,232
2035 1,855,213 1,459,000 396,213 264,855
2036 1,854,744 1,454,500 400,244 260,378
2037 1,850,688 1,452,500 - 398,188 252,098
2038 1,853,044 1,452,750 400,294 246,633
2039 1,851,300 . 1,450,000 401,300 240,617
2040 1,855,456 1,454,250 401,206 234,101
Total 546,973,715 $35,243,887 $11,729,827 $9,353,426

. *Totals may not add due to rounding

' According to Ms. Petrucione, the Port Harbor Fund is used for debt servicé payments and would
therefore achieve savings through the bond refinance. The savings would likely be used for

capital improvements of the Port.

The estimated sources and uses of the proposed bond refinance are shown in Table 2 below.

Tahle 2: Estimated Sources and Uses of Proposed Bond Réfinénce.

Estimated Sources

Amount

2020 Revenue Bond Proceeds

$27,131,937

2010 Revenue Bond Debt Service Reserve Fund

2,846,927

2010 Revenue Bond Debt Service Payment

1,920,024

Total Estimated Sources

Estimated Uses

$31,898,888

Amount

2010 Revenue Bond Repayment”

530,849,669

2020 Revenue Bond Cost of Issuance

306,041

~ Underwriter’'s Discount

117,710

Reserve for Market Uncertainty

625,468

. Total Estimated Uses

® Debt service payments are due March 1% of each year.

- $31,898,888

* The estimated repayment of $30,849,669 includes the outstandmg 2010 bonds prmcnpal of $29,865,000 and an

interest payment of $984,669.

SAN FRANCISCO BOARD OF SUPERVISORS
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" BUDGET AND FINANCE COMMITTEE MEETING : January 15, 2020

According to Ms. Petrucione, the $625,468 reserve for market uncertainty is included in the
appropriation as a cushion in case the interest rates are higher than antlc:lpated or in case the
bond proceeds amount is less than anticipated.

Approve the proposed resolution @nd ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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Jones Hall, A Professional Law Corporation' 9-20-19

'THIRD SUPPLEMENT TO
INDENTURE OF TRUST

by and between the

. PORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO

and

U.S. BANK NATIONAL ASSOCIATION, -
as trustee

Dated as of February 1, 2020

. $
PORT COMMISSION OF THE _
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING REVENUE BONDS,
SERIES 2020A (NON-AMT TAX-EXEMPT)

and
$ -
PORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO

REFUNDING REVENUE BONDS,
- SERIES 2020B (FEDERALLY TAXABLE)
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THIRD SUPPLEMENT TO INDENTURE OF TRUST ,

This THIRD SUPPLEMENT TO INDENTURE OF TRUST, dated as of February 1,2020
(the “Third Supplemental Indenture”), is by and between the PORT COMMISSION OF THE

" . CITY AND COUNTY OF SAN FRANCISGO (the. “Commission”), duly -conistituted and

established under Sections 4.100 et seq. of the Charter of the City and County of San
Francisco, and U.S. BANK NATIONAL ASSOCIATION, a national trust company duly organized
under the laws of the United States of Amerloa as successor trustee to Deutsche Bank National
Trust Company (the “T rustee”) :

WITNESSETH:

_ WHEREAS, the Commission has entered into an agreement dated as of January_24,'
1969 (the “State Agreement’) pursuant to which the State of California (the “State”) has
“transferred ownership of the Port of San Francisco to the Clty and- County of San Francisco (the
“City”); and :

WHEREAS, under Section 4.114 of the Charter of the City and County of San Francisco
(the “Charter”), the Commission has under its management, supervision, operation and control
all real and personal property transferred under State of California Statutes 1968, Chapter 1333,
and of all other properties wherever situated as it may acquire or which may be placed under its
management, superwsmn or control (the “Port Area”); and

WHEREAS, under Section 9.107 of the Charter and Ordinance No. 258-09, adopted by
_the Board of Supervisors of the City on December 8, 2009 and signed by Mayor Gavin Newsom
on December 18, 2009, and ‘codified as Chapter 43, Ariicle Xll of the San Francisco
Administrative Code, the Commission has the authority to issue port revenue bonds for the
purpose of acquiring, constructing, improving or developing ports or port facilities under its
jurisdiction and port revenue bonds under such terms and condmons as the Commission may
authonze by resolutlon and

WHEREAS, the Commission has . authorized and issued the Series 2020 Bonds -
pursuant to Resolution No. - of the Commission, adopted on October 7, 2019 (the “Port
Commission Resolution”) and the Board of Supervisors of the City has approved the Series
2020 Bonds pursuant to Resolution No. , adopted on December 17, 2019 and signed by
Mayor London Breed on _____, 2019 (the “Clty Resolution”); and

WHEREAS, the Commission previously entered into an Indenture of Trust, dated as of
‘February 1, 2010 (the “Master Indenture”), by and between the Commission and the Trustee,
which provides for the security and issuance of one of more series of port revenue bonds (the
“Bonds”); and. - :

WHEREAS, the Commission previously entered into a First Supplement to Indenture of
Trust, dated as of February 1, 2010 (the “Firsi Supplemental Indenture”) in order to provide
for the issuance of two series of Bonds designated as “Revenue Bonds, Series 2010A (Non-
. AMT Tax-Exempt)” (the “Series 2010A Bonds”) and “Revenue Bonds, Series 2010B (Taxable)”
(the “Serles 2010B Bonds”; together with the Series 2010A Bonds, the “Series 2010 Bonds”)
and

WHEREAS, the Commission subsequently entered into a Second Supplement to
Indenture of Trust, dated as of May 1, 2014 (the “Second Supplemental Indenture”; together

782



with the Master Indenture and the First Supplemental Indenture, the “Existing Indenture”) in
order to provide for the issuance of two series of Bonds designated as “Revenue Bonds, Series
2014A (AMT Tax-Exempt)” (the “Series 2014A Bonds”) and “Revenue Bonds, Series 2014B
(Federally Taxable)” (the “Series 2014B Bonds”; together with the Seties 2014A Bonds, the’
~ “Series 2014 Bonds”) and

WHEREAS the Serles 2010 Bonds are subject to op’uonal redemptlon on March 1
2020; and :

WHEREAS, for the purpose of refunding the Series 2010 Bonds, thé Cofnmission
wishes to enter into this Third Supplemental Indenture in order to provide for the terms of the
following two series of Bonds, which will be issued under and in accordance with the Charter

and the Act (as defined in the Existing Indenture) and pursuant to the terms and conditions set
forth in the Master lndenture and herein: '

() “Refunding Revenue Bonds, Series 2020A (Non-AMT Tax-Exempt)” (the “Series
2020A Bonds”) and ;

i) “Refunding Revenue Bonds, Series 2020B (Federally Taxabie)" (ihe “Series

2020B Bonds” together wﬂh the Series 2020A Bonds, the “Series 2020
Bonds”); and

WHEREAS the Trustee has recenved an Opinion of Bond Counsel (as defmed in the
Master Indenture) stating that this Third Supplemental Indenture (i) is authorized by the Master
Indenture, the Act and other applicable law, (i) will, upon the execution and delivery thereof, be
a valid and binding agreement of the Commission in accordance with its terms and (jii) will not
adversely affect the tax-exempt status of interest on any tax-exempt Bonds.

NOW, THEREFORE, THIS THIRD SUPPLEMENTAL INDENTURE WITNESSETH that
in order to secure the payment of the Principal Amount of, premium, if any, and the interest on
the Series 2020 Bonds delivered under the Master Indenture and hereunder and to secure the
performance of the terms, conditions, covenants, agreements, irusts, uses and purposes
hereinafter expressed, and in consideration of the premises and covenants herein contained
and of the purchase and acceptance of the Series 2020 Bonds by the Owners thereof, and for
other valuable consideration, the receipt of which is hereby acknowledged, the Commission
does hereby agree and covenant with the Trustee for the benefit of the respectlve Owners from
time to time, of the Series 2020 Bonds, as follows: :

- ARTICLE |
DEFINITIONS
Section 1.01. Definitions. The capitalized terms used in this Second Supplemental
Indenture shall have the meanings assigned to such terms in the Existing Indenture, unless
otherwise defined below or elsewhere in this Second- Supplemental Indenture or unless a.

different meaning clearly applies from the context in which such term is used herein:

“Closing Date” shall mean February __, 2020, the date of issuance of the Series 2020
" Bonds. -
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“Dersitory_” shail mean (a) initially, DTC, and (b) any other securities depository acting
as Depository pursuant to Section 2.06 hereof.

“Depository” System Participant” shall mean any participant in the Deposntorys book- .
entry system

“DTC" shall mean The- Dep051tory Trust Company, New York, New York and fts
successors and assigns.

“Escrow Bank” means U.S. Bank National Association, and any successor and assign.

“Existing Indenture” means the Master lndenture' as amended and supplemented by the -
. First Supplemental Indenture and the Second Supp!emental Indenture.

“First Supplemental lndenture shall mean the First Supplement o Indenture of Trust
dated as of February 1, 2010, by and between the Commission and the Trustee, as successor
trustee

- “Master | -nuennue shall mean the Indenture of Trust, dated as of Fabruary 1, 2010, by
and-between the Commission- and the Trustee.

“Nominee” shall mean “Cede & -Co.” or any successor nominee designaied by the
Depository pursuant to the terms of the Indenture.

“Qualified Facility” means a dock or wharf and property that is functionally related and
subordinate to a-dock or wharf, including storage or training facilities directly related to the dock
or wharf and physically located on or adjacent to the dock or wharf as described in Treasury
Regulation section 1.103-8(3).

“Qualified Project COSts” means costs paid with respect to the portion of the Series
2010A Projects financed with Series 2010A Proceeds that meet each of the following
requirements: (i) the costs are properly chargeable to the capital account (or would be so
chargeable with a proper election by the Commission or but for a proper election by the-
Commission to deduct such costs) in accordance with general federal income-tax principles and
in accordance with United States Treasury Regulations §1.103-8(a)(1), provided, howevert, that:
only such portion of interest accrued during rehabilitation or construction of the portion of the
Series. 2010A Projects financed with Series 2010A Proceeds shall be eligible to be a Qualified
Project Cost as bears the same ratio to all such interest as the Qualified Project Costs bear to
" all costs of the portion of the Series 2010A Projects financed with Series 2010A Proceeds; and
provided further that interest accruing after the date of completion of the portion of the Series
2010A Projects financed with Series 2010A Proceeds shall not be a Qualified Project Cost; (i)
the costs are paid with respect to a qualified facility or facilities within the meaning of Section
142(c) of the Code, (iii) the costs are paid after the earlier of 60 days prior'to the date of a -
declaration of “official intent” to reimburse costs paid with respect to the portion of the Series
2010A Projects financed with Series 2010A Proceeds (within the meaning of §1.150-2 of the
- United States Tredsury Regulations) or the date of issue of the Series 2010A Bonds, and (iv) if
the costs relating to the portion of the Series 2010A Projects financed with Series 2010A
Proceeds were previously paid and are to be reimbursed with Series 2010A Proceeds such
costs were (A) costs of issuance of the Series 2010A Bonds, (B) preliminary capital
expenditures (within the meaning of United States Treasury Regulations §1.150-2(f)(2)) with
respect to the portion of the Series 2010A Projects financed with Series 2010A Proceeds (such
as architectural, engineering and soil testing services) incutred before commencement of
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Aacquisition or construction of the portion of the Series 2010A Projects financed with Series

2010A Proceeds that do not exceed twenty-percent (20%) of the issue price of the Series 2010A
Bonds (as. defined in United States Treasury Regulations §1.148-1), or (C) were capital
expenditures with respect to the portion of the Series 2010A Projects financed with Series
2010A Proceeds that are reimbursed no later than eighteen (18) months after the later of the
_ date the expenditure was paxd or the date the portion of the Series 2010A Projects financed with
Series 2010A Proceeds is placed in service (but no later than three (3) years after the
expenditure is paid). Qualified Project Costs shall include only (A) the actual out-of-pocket costs
incurred by the Commission in constructing or rehabilitating the portlon of the Series 2010A
- Projects financed with Series 2010A Proceeds (or any portion thereof) and (B) any reasonable

fees for supervisory services actually rendered by the Commission. '

‘ “Second Supplemental Indenture” shall mean the Second Supplement to Indenture of
Trust, dated as of May 1, 2014 by and between the Commission and the Trustee.

“Series 2014 Bonds” shall have the meaning given that term in the Recitals.

“Series 2010 Bonds” shall mean collectlvely the Series 2010A Bonds and the Senes
20108 Bonds. :

“Series 2010A Bonds” shall-mean the $14,220, 000 _aggregate principal amount of Port

Commission of the City and County of San Francisco Revenue Bonds, Series 2010A (Non-AMT

Tax-Exempt)

“Series 2010A Escrow Deposit and Trust Agreement” means the Escrow Deposit and
Trust Agreement (Seties 2010A Bonds), dated the Closing Date, between the Port Commission
and the Escrow Bank.

“Series 2010A Esérow Fund” means the Escrow Fund created under the Series 2010A
Escrow Deposit and Trust Agreement. ‘

“Series 2010A Proceeds” has the meamng given that term in Section 402(9) of this
Third Supplemental Indenture.

“Series 2010A Projects” shall mean the design, construction, reconstruction, repair
and/or improvement of the facmtles of the Port of San Francisco fihanced by the Series 2010A
Bonds. :

“Series 2010B Bonds” shall mean the $22,430,000 aggregate principal amount of Port

Commission of the City and County of San Francisco Revenue Bonds, Series 2010B (Taxable). '

“Series 2010B Escrow Deposit and Trust Agreement’ means the Escrow Deposit and:

Trust Agreement (Series 2010B Bonds), dated the Closmg Date, between the Port Commission
and the Escrow Bank. .

“Series 2010B Escrow Fund” means the Escrow Fund created ‘unt:ter the Series 2010B "

Escrow Deposit and Trust Agreement

“Series 2020 Bonds” shall mean, collectlvely, the Series 2020A Bonds and the Series .

2020B Bonds.
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“Series- 2020 Continuing Disclosure Cettificate” means the Continuing Disclosure
Certificate executed by the Commission, dated the Closing Date , as originally executed and as
~may be amended from time to time.

“Senes 2020 lnterest Pavment Date” shall mean March 1 and September 1 of each year,
' commencmg September 1, 2020. _

. "Series 2020 Payment Date” means each Senes 2020 Interest Payment Date and Senes
2020 Principal Payment Date..

“Series 2020 Principal Payment Date shall mean March 1 of each year, commencing
September 1, 2020. '

“Series 2020 Record Date” shall mean the close of business on the fifteenth day of the

month preceding. each Series 2020 Interest Payment Date, whether or not such fifteenth day is
. a Business Day.

“Series 2020A Bonds” shall mean the § ' aggregate principal amount of Port

. Commission of the City and County of San Francisco Refunding Revente Bonds, Series 2020A
(Non-AMT Tax-Exempt).

“Senes 2020B_Delivery Costs Fund” shall mean the fund by that name established
pursuant to Section 2.04(b) hereof.

“Series 2020B_Bonds” ehall mean the $ ' aggregate principal amount: of Port
Commission of the City and County of San Francisco Refunding Revenue Bonds, Seties 20208
(Federally Taxable).

“Series 2020B Delivery Costs Fund” shall mean the fund by that hame established
pursuant to Section 2. 05(b) hereof.

“Third Supplemental Indenture” shaill mean this Third Supplement to In'denture of Trust,
dated as of February 1, 2020, by and between the Commission and the Trustee as successor
trustee.

ARTICLE I
TERMS OF SERIES 2020 BONDS

Section 2.01. Authorization and Purpose of Series 2020 Bonds. The Commission
hereby authotizes the issuance of the Series 2020 Bonds for the purpose of providing moneys
to refund the 2010 Bonds. The parties hereto hereby acknowledge and agree that the Series
2020 Bonds constitute “Bonds” as defined in the Master Indenture, that the Commission has
delivered to the Trustee those items described in Section 2.09(a) and - (b), of the Master
Indenture and that the Series 2020 Bonds are secured by Net Revenues and the other amounts
described in Section 5.01 of the Master Indenture on a parity with (i) the Series 2014 Bonds and
(ii) any additional Series of Bonds which may hereafter be issued under the Indenture.

Section 2.02. Terms of the Series 2020 Bonds. (a) General. The Series 2020 Bonds
authorized to be issued by the Commission under and subject to the terms of the Indenture and
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the Charter and the Act shall be |ssued in two Series in the aggregate pnncrpal amounts
specified below:

Series 2020A Bonds: “Port Commission of the City and County of San Francisco
Refunding. Revenue Bonds, Series 2020A (Non-AMT Tax-Exempt) * which ehaH be
issued in the aggregate principal amount of $_-

Series 2020B Bonds: “Port Commission of the City and County of San Francisco
. Refunding Revenue Bonds, Series 2020B (Federally Taxable),” which shall be issued in
the aggregate principal amount of $ .

As further provided herein, the Seties 2020A Bonds shall be issued as tax—eXempt

qualified private activity bonds and the Series 2020B Bonds shall be issued as federally taxable
obllgatlons

The Series 2020A Bonds shall be dated the Closing Date, shall bear interest at the rates
set forth herein (calculated on the basis of a 360-day year comprised of 12 30-day months),
shall be issued as fully registered bonds in authorized denominations of $5,000 or any integral
mulitipie thereof, shall be numbered in such manner as the Trustee may deem appropriate so
long as each Series 2020A Bond receives a distinctive number and shall mature, subject to the
~ right of prior redemption in whole or in part, as described herein, and become payable in the

amounts and.on the dates as provided hersin. '

The Series 2020B Bonds shall be dated the Closing Date, shall bear interest at the rates
set forth herein (calculated on the basis of a 360-day year comprised of 12 30-day months),
shall be issued as fully registered bonds in authorized denominations of $5,000 or any integral
multiple thereof, shall be numbered in such manner as the Trustee may deem appropriate so
long as each Series 2020B Bond receives a distinctive.number and shall mature, subject to the
_ right of prior redemption in whole or in part, as described herein, and become payable in the
amounts and on the dates as provided herein.

. (b) Maturity Schedule of Series 2020A Bonds. The Series 2020A Bonds shall bear
interest at the rates per annum, payable on each Series 2020 Interest Payment Date, and be -
payable as to principal on each Series 2020 PrlnCIpaI Payment Date in each of the years and in
the amounts mdncated as follows:

Series 2020A Bonds
Year :
(March 1) Principal . Interést Rate

~ *Term Bonds

(c) Maturity Schedule of Series 2020B Bonds. ' The Seties 2020B Bonds shall bear .
interest at the rates per annum, payable on each Series 2020 Interest Payment Date, and be
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‘payable as to principal on each Series-2020 Principal Payment Date in each of the years and in
the amounts indicated as follows: :

Series 2020‘8 Bonds

Year

{(March 1) . . Principal Interest Rate

(d)y  Payment of Series 2020 Bonds. The Series 2020 Bonds shall bear interest from
~ the Series 2020 Interest Payment Date immediately preceding the date of authentication thereof

unless (i) the date of authentication thereof is prior to the first regular Series 2020 Record Date
~ in which event from the dated date of such Series 2020 Bond, or (ji) the date of authentication
thereof is a Series 2020 Interest Payment Date, in which event from that Series 2020 Interest
Payment r‘gtcz oy (i} the date of authentication thereof .is after a regular Series 2020 Record

Date but before the followmg Series 2020 Interest Payment Date, in which event it shall bear
interest from such Series 2020 Interest Payment Date. -

Payment of interest on the Series 2020 Bonds shall be paid by check or draft mailed by
the Trustee on the Series 2020 Interest Payment Date via first class mail to the Holders at their

addresses shown on the registration books of the Trustee as of the close of business on the - ‘

Series 2020 Record Date with respect to such Series 2020 Interest Payment Date; provided that
payment of interest may be paid by federal wire transfer to an account in the United States
designated by any Holder of Series 2020 Bonds in the aggregate principal amount of
$1,000,000 or more, upon provision of a written notice received by the Trustee prior to the
applicable Series 2020 Record Date. Any such written notice shall. remain in effect untll
terminated or changed by subsequerit written notice of the Holder.

Interest shall be paid notwithstanding the cancellation of any Series 2020 Bonds upon
any exchange or registration of transfer thereof subsequent to the Series 2020 Record Date and
prior to such Series 2020 Interest Payment Date.

The Principal Amount of and redemption premiums, if any, on the Series 2020 Bonds
and payments of interest due at maturity or earlier redemption of the Series 2020 Bonds, shall
be payable upon the surrender thereof .at the Corporate Trust Office of the Trustee. The
Principal Amount of and redemption premiums, if any, and interest on the Series 2020 Bonds
shall be paid in lawful money of the United States of Amefica.

(e) Limitations on Transfer and Exchange of Series 2020 Bonds. The Commiission -
and the Trustee shall not be required to issue, register the transfer of, or exchange (i) any
Series 2020 Bond during the period beginning on the fifteenth day of the month preceding each
Series 2020 Interest Payment Date ‘and ending on such Series 2020 Interest Payment Date,
during the fifteen. (15) days preceding the selection of Series 2020 Bonds for redemption, on
. any date on which notice of redemption is scheduled to be malled on any redemption date, or
(ify any Series 2020 Bond selected for redemption.

) Optional Redemption of the Series 2020 Bonds.
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(i) Series 2020A Bonds. The Series 2020A Bonds scheduled to mature on or
before March 1, 20__ are not subject to optional redemption prior 16 maturity. The
Series 2020A Bonds maturing on or after March 1, ____ shall be subject to redemption as
a whole or in part among such maturities as designated by the Commission (and by lot
within any one maturity) prior to their respective maturity dates, at the option of the
Commission, on any date on or after March1, ___, from funds derived by the -
Commission from any legally available .source, at redemption prices equal o the
principal amount to be redeemed, together with interest accrued thereon to the date of
redemption, without premium.

{iiy Series 2020B Bonds. The Series 2020B Bonds are not subject to optional
redemption prior to their maturity.

(@) Mandatory Sinking Fund Payments for Series 2020A Bonds. The Series 2020A
Bonds (the “Series 2020A Term Bonds”) shall also be subject to mandatory redemption in part
by lot prior to their maturity date, on March 1, commencing on the dates specified below, solely
from meney whicti has been deposited irito the Series 2020 Principal Account in amounts and
upon the dates hereby established for such Series 2020A Term Bonds, as follows:

Series 2020A Term Bonds Maturing on March 1,

“Year ' Mandatory
(March 1) . Sinking Fund Payments
Total ,
*Maturity -
Series 2020A Term Bonds Maturing on March 1,
_Year ' Mandatory
(March1) Sinking Fund Payments
Total
*Maturity
Series 2020A Term Bonds Maturing on March 1,
Year Mandatory
{March 1) Sinking Fund Payments
Total
*Maturity -
8
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Series 2020A Term Bonds Maturing on March 1,

Year Mandatory .
(March 1)’ . Sinking Fund Payments

Total

*Maturity

(h) Mandatory Sinking Fund Payments for Series 2020B Bonds. The Series 20208
Bonds (the “Series 20208 Term Bonds”) shall also be subject to mandatory redemption in part
by lot prior to their maturity date, on March 1, commencing on the dates specified below, solely
from money which has been deposited into the Series 2020 Principal Account in amounts and
upon the dates hereby established for such Series 2020B Term Bonds, as follows:

© Series 2020B Term Bonds Maturing on March 1,

Year - . Mandatory

{March 1) Sinking Fund Payments
Total .

*Maturlty

Series 2020B Term Bonds Maturing on March 1,

Year ‘ Mandatory
{March 1) Sinking Fund Payments
Total

*Maturity

Section 2.03. Forms of Series 2020 Bonds. .The Series 2020 Bonds and the forms of
authentication and registration endorsement and the assignment to appear thereon- shall be
" substantially in the forms attached hereto as Exhibit A, with necessary or appropriate variations,
omission and insertions as permitted or requ:red by the lndenture

Section 2.04. Application of Proceeds of Sale of the Senes 2020A Bonds: Estabhshment
of Serles 2020A Delivery Costs Fund.

(a) Application of Proceeds. Upon receipt on the Closing Date of payment of the
purchase price for the Series 2020A Bonds, in the amount of $ (representing $
principal amount, plus a net original issue premium in the amount of $ __and less an
underwriters’ discount in the amount of $ ) from the original purchaser thereof, the Trustee
shall set aside and deposit such amount as follows:

(1) ©On the Closing Date, the Trustee shall transfer $: to the Escrow
Bank for deposit in the Series 2010A Escrow Fund. .

9
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2 The Trustee shall deposit in the Series 2020A Delivery Costs Fund
established pursuant to Section 2.04(c) hereof the amount of $_____, which shall be used
to pay Delivery Costs with respect to the Series 2020A Bonds as directed by a certificate
of an Authorized Commission Representétive The amount deposited in the Series
2020A Delivery Costs Fund shall result in the Commission complying with Section
4.02(k) of this Third Supplemental Indenture.

(b)  Series 2020A Delivery Costs Fund. The Ttustee shall establish a Series 2020A
Delivery Costs Fund for the deposit and retention of a portion of the Series 2020A Bond
proceeds held pending disbursement thereof. The Trustee shall disburse amounts in the Series

. 2020A Delivery Costs Fund upon receipt from an Authorized Commission Representative of a
requisition setting out the payee, the amount of such disbursement and the purpose of such
disbursement, including a statement that said disbursement was incurred for Delivery Costs.
Upon the earlier of 180 days after initial delivery of the Series 2020A Bonds or receipt by the
Trustee of a certificate of an Authorized Commission Representative that all Delivery Costs with
respect to Series 2020A Bonds have been paid, the Trustee shall transfer remaining amounts in
the Series 2020A Dehvery Costs Fund to the Series 2020 Interest Account to pay interest on the,

PoTaleTa V.- U w)

Series Z020A Bonds.

The Trustee shall have no duty or liability to monitor the application of any moneys
disbursed hereunder. -The Trustee shall be absolutely protected in making any disbursement
from the Series'2020A Delivery Costs Fund in reliance upon a requisition of an Authorized
Commission Representative. Each such requisition shall be sufficient evidence to the Trustee
of the facts stated thereln and the Trustee shall have no duty to conﬁrm the accuracy of such
facts.

Section 2.05. Application of Proceeds of Sale of the Series 204208 Bonds: Establishment
of Series 20208 Delivery Costs Fund.

(a) Application. of Proceeds. Upon receipt on the Closing Date of payment of the
purchase pricé for the Series 2020B Bonds in the amount of $_ (representing $..
principal amount, less an underwriters’ discount in the amount of $ -} from the original .
purchaser thereof, the Trustee shall set aside and deposit such amount as follows: ‘

"'(1)  On the Closing Date,.the Trustee shall transfer $ to the Escrow
Bank for depostt in the Series 201 OB Escrow Fund.

@) The Trustee shall deposrc in the Series 2020B Delivery Costs Fund
established pursuant to Section 2.05(c) the amount of . which amount shall be
used to pay Delivery Costs with respect to the Series 2020B Bonds as directed by a
cettificate of an Authorized Commission Representative.

(b) Series 2020B Delivery Costs Fund. The Trustee shall establish a Series 20208
Delivery Costs Fund for the deposit and retention of a portion of the Series 2020B Bond
proceeds held pending disbursement thereof. The Trustee shall disburse amounts in the Series
20208 Delivery Costs Fund upon receipt from an Authorized Commission Representative of a
requisition setting out the payee, the amount of such disbursement and the purpose of such
disbursement, including a statement that said disbursement was incurred for Delivery Costs.
Upon the earlier of 180 days after initial delivery. of the Series 2020B Bonds or receipt by the
Trustee of a certificate of an Authorized Commission Representative that all Delivery Costs with
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respect to Series 2020B Bonds have been paid, the Trustee shall transfer remaining amounts in
the Series 2020B Dehvery Costs Fund to the Senes 2020 Interest Account.

The Trustee shall have no duty or liability to. monitor the apphcatlon of any moneys
disbursed hereunder. The Trustee shall be absolutely protected in making any disbursement
- from the Series 2020B.Delivery Costs Furid-in feliance upon a requisition of the Commission.
Each such requisition shall be sufficient evidence to the Trustee of the facts stated therem and
the Trustee shalf-have no duty to confirm the accuracy of such facts

Section 2.08. Beok—Entrv Provisions.

(@) Original Deliyery The Commission may provide prior to the date of delivery of
the Series 2020 Bonds, that the Series 2020 Bonds may be initially delivered in book-entry form
" pursuant io this Section 2.08. ,

The Series 2020 Bonds initially delivered in book-entry form shall be initially delivered in
the form of a separate single fully registered Series 2020 Bond without coupons (which may be -
typewritten) for each maturity of the Seties 2020 Bonds Upon initial delivery, the ownership of
each such Series 2020 Bond shall be registered by the Trustee in the name of the Nominege.
Except as provided in subsection (c) below the ownershxp of all such Outstandmg Series 2020
Bonds shall be registered in the name of the Nominee on the registration books of the Registrar.

With respect to Series 2020 Bonds the ownership of which shall be registered in the
name of the Nominee, the Commission and the Trustee shall have no responsibility or obligation
. to any Depository System Participant or to any person on behalf of which the Commission holds
an interest in the Series 2020 Bonds. Without limiting the generality of the immediately
preceding sentence, the Commission and the Trustee shall have no responsibility or obligation
with respect to (i) the accuracy of the records of the Depository, the Nominee or any Depository
System Participant with respect to any ownership interest in the Series 2020 Bonds, (ii) the
delivery to any Depository System Participant or any other person, other than a Series 2020
Bondholder as shown in the Registration Books, of any notice with respect to the Series 2020
Bonds, including any notice of redemption, (iii} the selection by the Depository of the beneficial
interests in the Series 2020 Bonds to be redeemed in the event the Commission elects to
redeem the Series 2020 Bonds in part, (iv) the payment to any Depository System Participant or” -
any other person, other than a Series 2020 Bondholder as shown in the Registration Books, of -
any amount with respect to principal, premium, if any, or interest on the Series 2020 Bonds or
(v) any consent given or other action taken by the Depository as Holder of the Series 2020
Bonds. The Commission and the Trustee may treat and consider the person in whose name.
each Series 2020 Bond is registered as the absolute owner of such Seties 2020 Bond for the
purpose of: payment of principal, premium and interest on such Series 2020 Bond, for the
purpose of giving notices of prepayment and other matters with respect to such Series 2020
Bond, for the purpose of registering transfers of ownership of such Series 2020 Bond, and for all
other purposes whatsoever. The Trustee shall pay the principal of and interest and premium, if
any, on the Series 2020 Bonds only to the respective Holders or their respective attorneys duly
_authorized in writing, and all such payments -shall be valid and effective to fully satisfy and
discharge all obligations with respect to payment of principal of and interest and premium, if
any, on the Series 2020 Bonds {o the extent of the sum or sums so paid. No person other than
a Series 2020 Bondholder shall receive a Series 2020 Bond evidencing the obligation of the
Commission to make payments of principal, interest and premium, if any, pursuant to this
Indenture. Upon delivery by the Depository to the Nominee of written notice to the effect that
the Depository has determined to substitute 'a new Nominee in its place, and subject to the
provisions herein with respect to Record Dates, such new nominee shall become the Nominee

-1
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hereunder for all purposes; and upon receipt of such a notlce the Commission shall promptly
dellver a copy of the same fo the Trustee.

(b) Representation Letter. In order to qualify. the Series 2020 Bonds for the
Depository’s book-entry system, the Commission and the Trustee shall execute and deliver to
such Depository a.letter representing such matters as shall be necessary to so qualify the
Series 2020 Bonds. The execution and delivery of such letter shall not in any way limit the
provisions of subsection (a) above or in any other way impose upon the Commission or the
Trustee any obligation whatsoever with respect to persons having interests in the Series 2020
Bonds other than the Series 2020 Bondholders. The Trustee agrees to comply with all
provisions in such letter with respect to the giving of notices thereunder by the. Trustee. In
addition to the execution and delivery of such letter, the Commission may take any other
actions, not: inconsistent with "this Indenture, to qualify the Series 2020 Bonds for the
Depository’s book-entry program

(¢) . Transfers Ouiside Book-Entry System. In the evernit that either (i) the Depository
determines -not to continue to act as Depository for the Series 2020 Bonds, or (i) the
Commission determines ‘to” terminate the Depository as such, then the Commission shall
thereupon discontinue the book-entry system with such Depository. In such event, the
- Depository shall cooperate with the Commission and the Trustee in the issuance of replacement’
~ Series 2020 Bonds by providing the Trustee with a list showing the interests of the Depository
System Partncnpants in the Sefies 2020 Bonds, and by surrendering the Series 2020 Bonds,
registered in the name of the Nominee, to the Trustee on or before the date such replacement
Series 2020 Bonds are to be issued. The Depository, by accepting delivery of the Series 2020 .
Bonds, agrees to be bound by the provisions of this subsection (c). If, prior to the termination of
the Depository acting as such, the Commission fails to identify another Securities Depository to
replace the Depositoty, then the Series 2020 Bonds shall no longer be required to be registered
in the name of the. Nominee, but shall be registered in whatever name or names the Holders
. transferring. or exchanging: Series 2020 Bonds shall designate, in accordance with the’
provisions of Article Il of the Master Indenture. Prior to its termination, the Depository shall
furnish the Trustee with the names and addresses of the Deposntory System PartICIpants and
respective ownership interests thereof.

(d) . Payments to the Nominee. Notwnthstandmg any other provision of the Indenture
to the contrary, so long as any -Series 2020 Bond is reglstered in the name of the Nominee, all
payments with respect to principal of and interest and premium, if any, on such Series 2020
Bond .and all notices with respect to such Series 2020 Bond shall be made and given,
respectively,; as provided in the letter described in subsectxon (b) of this Section 2.06 or as
otherwise instructed by the Depositoty.

ARTICLE Il

SERIES 2020 INTEREST AND PRINCIPAL ACCOUNTS; SERIES 2020A REBATE FUND;
EARNINGS ON DEBT SERVICE FUND AND RESEF%VE FUND

Section 3.01. Series 2020 Interest and Principal Accounts. Moneys accumulated in the
Enterprise Fund shall be transferred by the Commission to the Trustee for deposit in the Debt
Service Fund as provided in Section-5.05 of the Master Indenture and this Section 3.01;
provided, that the following accounts are created in the Debt Service: Fund held by the Trustee
with respect to the Series 2020 Bonds; provided further, however, that to the extent that
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. deposits have been made in any of the accounts referred to below from the proceeds of the sale
.of the Series 2020 Bonds or otherwise, the deposxts below need not be made:

(@) Serles 2020 Interest Account. On or before the Business Day prior to
each Series 2020 Interest Payment Date, the Commission shall transfer from the
. Entefprise-Fund to the. Trustee for deposit in the Series 2020 Interest Account within the
Debt Service Fund' (which account is hereby created), the interest to become due on the
Series 2020 Bonds on such Series 2020 Interest Payment Date; prowded that the
Commission need not transfer any moneys at such time as the balance in said Series
2020 Interest Account shall be equal to the aggregate amount of interest becoming due
and payable on the then Qutstanding Series 2020 Bonds on the next succeeding Series
2020 Interest Payment Date. The obligation to make the foregoing transfers shall be on
a parity with the obligation to fund interest on the Series 2014 Bonds pursuant to the
Second Supplemental Indenture and any interest accounts henceforth created under the
Indenture with respect to any additional Series of Bonds which may hereafter be issued
under the Indenture, without preference or priority, and in the event of any insufficiency
of such moneys ratably without.any discrimination or preference.

{b) Series 2020 Dv;mgv‘n! Account. On or before the Business Day p‘zg‘ to
each Series 2020 Principal Payment Date, the Commission shall transfer from th
Enterprise Fund to the Trustee for deposit in the Series 2020 Principal Account within
the Debt Service Fund (which account is hereby created), the Principal Amount to
become due on the Series 2020 Bonds on such Series 2020 Principal Payment Date;
provided that the Commission need not transfer any moneys at such time as the balance
in said Series 2020 Principal Account shall be equal to the aggregate Principal Amount
‘becoming due and payable on the then Outstanding Series 2020 Bonds on the next
succeeding Series 2020 Principal Payment Date. The obligation to make the foregoing
-transfers. shall be on a parity with the-obligation to fund the principal dccount for the
Series 2014 Bonds pursuant to the Second Supplemental Indenture and any principal
accounts henceforth created under the Indenture with respect fo any additional Series of
Bonds which may hereafter be issued under the Indenture, without preference or priority,
and in the event of any insufficiency of such moneys ratably without any discrimination

or prefetence.

Section 3.02. Reserved.
Section 3.03. Rebate Fund.

(a) General. The Trustee shall establish a special fund designated the “Series
2020A Bonds Rebate Fund” (the “Rebate Fund”). All amounts at any time on deposit in the
Rebate Fund shall be held by the Trustee in-trust, to the extent required to satisfy the
requirement to make rebate payments to the United States (the “Rebate Requirement”) with
respect to the Series 2020A Bonds, pursuant to Section 148 of the Code and the Treasury
Regulations promulgated thereunder (the “Treasury Regulations”). The Commission may by
- Supplemental Indenture ‘establish additional funds or accounts for purposes of satlsfymg the
Rebate Requirement with respect to any other Qutstanding Bonds. Amounts on deposit in the
Rebate Fund shall be free and clear of any lien under the Indenture and shall be governed by
this Section 3.03 and Section 6.07 of the Master Indenture and by the Tax Certificate relating to
the Series 2020A Bonds. The Trustee shall be deemed conclusively to have complied with the
Rebate Requirement if it follows. the directions of the Commission, and shall have no
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_ mdependent responsibility fo, or liability resulting from its failure to, em‘orce compllance by the
Commission with the Rebate Requirement. ‘

(b) Dersﬁs.

() ... Within 45 days of the end of each Bond. Year (as such term is defined in
the Tax Certificate), (1) the Commission shall calculate or cause to be calculated with
respect to the Series 2020A Bonds the amount that would be considered the “rebate
amount” within the meaning of Section 1.148-3 of the Treasury Regulations, using as the
“computation date” for this purpose the end of such Bond Year, and (2) upon the

~ Commission’s written direction, the Trustee shall deposit to the Rebate Fund from
deposits from the Commission, if and to. the extent required, amounts sufficient to cause
the balance in the Rebate Fund to be equal to the “rebate amount” so calculated.

(i) The Trustee shall not be required to deposit any amount to -the Rebate
" Fund in accordance with the preceding sentence if the amount on deposit in the Rebate
Fund prior to the deposit required to be made under this subsection (b) ‘equals or
exceeds the “rebate amount” calculated in accordance with the preceding sentence.
Such excess may be withdrawn from the Rebate Fun d o the extent permitied under

10 furi BN

_subsectlon (g) of this Section 3:03.

(i)  The Commission shall not be required to calculate the “rebate amount,”
and the Trustee shall not be required to make deposit of any amount to the Rebate Fund
in aceordance with this subsection (b), with respect to all or a portion of the proceeds of
the Series 2020A Bonds (including amounts treated as proceeds of the Series 2020A
Bonds) (1) to the extent such proceeds satisfy the expenditure requirements of Section
148(f)(4)(B) or Section 148(f)(4)(C) of the Code, whichever is applicable, and otherwise
qualify for the exception to the Rebate Requirement pursuant to whichever of said
sections is applicable, (2) to the extent such proceeds are subject to an election by the
Commission under Section 148(f)(4)(C)(vii) of the Code to pay a 1%% penalty in lieu of
arbitrage rebate in the event any of the percentage expenditure requirements of Section
148(f)(4)(C) are not satisfied, or (3) to the extent such proceeds qualify for the exception
to arbitrage rebate under Section 148(f)(4)(A)(ii) of the Code for amounts in a “bona fide

~ debt service fund.” In such event, and with respect to such amounts, the Commission
shall provide written direction to the Trustee that the Trustee shall not be required to
deposit any amount to the Rebate Fund in accordance with this subsection (b).

(c) Withdrawal Following Payment of Bonds. Any funds remamlng in the Rebate

Fund after payment of all the Series 2020 Bonds and any amounts described in paragraph (2) of

subsection (d) of this Section 3.03, or provision made therefor satisfactory to the Trustee,

 including accrued interest and payment .of any applicable fees to the Trustee, shall be
‘withdrawn by the Trustee and remitted to the Commission.

(d) Withdrawal for Payment of Rebate. Upon the Commission’s written direction, but
_subject to the exceptions contained in subsection (b} of this Section 3.03 to the requirement to
calculate the “rebate amount” and make deposits to the Rebate Fund, the Trustee shall pay to
the United States, from amounts on deposit in the Rebate Fund,

(1 not later than 60 days after the end of (i) the fifth Bond Year, and (i) each
fifth Bond Year thereafter, an amount that, together with all previous rebate payments, is
equal to at least 90% of the “rebate amount” calculated as of the end of such Bond Year
in accordance with Section 1.148 3 of the Treasury Regulations; and

14

795



" (2) not later than 60 days after the payment of all Series 2020A Bonds, an
amount equal to 100% of the “rebate amount” calculated as of the date of such payment
(and any income attributable to the “rebate amount” determined to be due and payable)
in accordance with Sec’uon 1.148 3 of the Treasury Regulatlons
(e) Flebate Pavments Each payment requrred to be made pursuant to
subsectlon (d) of this Section 3.03 shall be made to the Internal Revenue Service Center,
Ogden, Utah 84201 on or before the date on which such payment is due, and shall be
accompanied by Internal Revenue Service Form 8038-T, which shall be completed by the
arbitrage rebate consultant for execution by the Commission and provided to the Trustee.

() ‘Deficiencies in the Rebate Fund. In the event that, prior to the time any payment
is required to be made from the Rebate Fund, the amount in the Rebate Fund is not sufficient to
* make such payment when such payment is due, the Commission shall caiculate the amount of
such deficiency and direct the Trustee.to deposit an amount received from the Commission
equal to such deficiency into the Rebate Fund prior to the time such payment is due.

AN \Ala.

s} Withdrawals nf Excess Amounts. In the event that immediately following the
‘calculation required by subsection (b) of this' Section 3.03, but prior to any deposit made under
said subsection, the ‘amount on deposit in the Rebate Fund exceeds -the “rebate amount’
calculated in accordance with said subsection (b), upon written "instructions from the
Commission, the Trustee shall withdraw the excess from the Rebate Fund and credrt such
excess to the Debt Service Fund.

(h) Record Keeping. The Commission shall retain records of all determrnations
made hereunder until six years after the complete retirement of the Series 2020 Bonds.

(i) Survival of Defeasance. Notwithstanding anythlng in the Indenture to the
contrary, the Rebate Requirement shall survive the payment in full or defeasance of the Series
2020A Bonds.

-ARTICLE IV
COVENANTS RELATING TO THE 2020 BONDS

Section 4.01. Continuing Disclosure. The Commission héreby covenants and agrees
that it will comply with the provisions of the Series 2020 ‘Continuing Disclosure Certtificate.
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with
the Series 2020 Continuing Disclosure Cettificate shall not be considered an event of -default
hereunder; however, the Trustee may (and, at the request of the Participating Underwriter (as
defined in the Series 2020 Continuing Disclosure Gertificate) or the Owners of at least twenty-
five percent (25%) of the aggregate principal amount of the Outstand,mg Series 2020 Bonds,
shall) or any holder or Bengficial Owner (as defined in the Series 2020 Continuing Disclosure
Certificate), may take such actions as may be necessary and appropriate to cause the
Commission to comply with the provisions of the Seties 2020 Continuing Disclosure Certificate.

Section 4.02. Tax Covenants..
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(@) Federal Guarantee Prohibition. The Commission will not take any action or
permit or suffer any action to be taken if the result of such action would be to cause the Series
2020A Bonds to be “federally guaranteed” within the meaning of section 149(b) of the Code.

(b) ~ Rebate Requirement. The Commission will take any and all actions necessary to
assure compliance with section 148(f) of the Code, relating to the rebate of excess investment -

earnings, if any, to the federal government, to the extent that such section is applicable to the
Series 2020A Bonds.

(©) No Arbitrage. The Commission will not take, or permit or suffer to be taken by the
Trustee or otherwise, any action with respect to the Series 2020A Proceeds which, if such
action had been reasonably expected to have ‘been taken, or had béen deliberately and
intentionally taken, on the date of issuance of the Series 2020A Bonds would have caused the
Series 2020A Bonds to be “arbltrage bonds” within the meanmg ‘of section 148 of the Code.

(d) Maintenance of Tax- Exemptlon The Commission will take all actions necessary
to assure the exclusion of interest on the Series 2020A Bonds from the gross income of the
Owners of the Series 2020A Bonds to the same extent as such interest is permitted to be
excluded from gross income under the -Code as in effect on the date of delivery of the Series

2020A Bonds.

(e) - Record Retention. The Commission will retain its records of all accounting and -
monitoring it carries out with respect to the Series 2020A Bonds for at least 3 years after the
Series 2020A Bonds mature or are redeemed (whichever is earlier); however, if the Series .
2020A Bonds are redeemed and refunded, the Commission will retain its records of accounting
and monitoring at least 3 years after the earlier of the matunty or redemption of the obligations
that refunded the Series 2020A Bonds. :

) Compliance with Tax Cettificate. The Commission will comply with the
provisions of the Tax Certificate and the Use of Proceeds Certificate with respect to the Series
2020A Bonds, which are incorporated herein as if fully set forth herein. The covenants of this
Section will survive payment in.full or defeasance of the Series 2020A Bonds

(9) Qualified Bonds. The Commission will assure that the sale proceeds of the
Series 2010A Bonds, plus any investment earnings thereon (the “Series 2010A Proceeds”) are
used in a manner such that the Series 2020A Bonds will satisfy the requirements of section
142(a)(2) and 142(c) of the Code (including the Treasury. Regulations thereunder) relating to
qualified docks and wharves, and the Commission will use that portion of the Series 2010A
. Projects financed with the Series 2010A Proceeds in such a,manner that it qualifies as a dock or
wharf within the meaning of section 142(a)(2) of the Code for so long -as the Series 2020A
Bonds remain outstanding.

(h)  Public Use Requirement. The portion of the Series 2010A Projects financed with
the Series 2010A Proceeds will satisfy the public’use requirement either (a) by being located in
a public port o (b) by bemg available for use by members of the general public.

(0 Governmental Ownership Requlrement The Commission covenants that the
portion of the Series 2010A Projects financed with Series 2010A Proceeds will be owned by the
Commission-or by a governmental unit within the meaning of section. 142(b)(1) of the Code. For’
this purpose, Jeased property is treated as owned by a governmental unit only if (A) the lessee
irrevocably elects (which election is binding on the lessee and all successors under the lease)
not to claim depreciation or investment credits for such property; (B) the lease term does not
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exceed 80% of the reasonéb!y expected economic life of the property financed; and (C) any
option to purchase is at a price equal to the fair market value at the time of exercise of the
option.

G) Prohibited Private Business Uses. Theé Commission covenants that no Series
2010A-Proceeds will be-used to finance the following facilities if such facilities are used for a -
private business use:

(i lodging facilities;

(i) retail facilities (including food and beverage facilities) in excess of a size
necessary 1o serve passengers and employees at the port facility;

(i) retail facallties (other than parkmg) located outside of the port terminal;

(iv)  office buildings for use by individuals other thah employees of a governmental
unit or of the operating authority; and

{v) .  industrial parks or manufacturing facilities.

(k) Costs of Issuance Limitation. The Commission covenants that, from the Series
2010A Proceeds, an amount not in excess of two percent (2%) of the Series 2010A Proceeds
was used for costs of issuance of the Series 2010A Bonds, all within the meaning of section
147(g)(1) -of the Code. For this purpose, if the fees of ‘the original purchaser. of the Series

. 2010A Bonds were retained as a discount on the purchase of the Series 2010A Bonds, such
retention shall be deemed to be an expenditure of Series 2010A Proceeds for said fees.

The Commission covenants that, from the Series 2020A Proceeds, an amount not in

excess of two percent (2%) of the Series 2020A Proceeds will be used for costs of issuance .of

the Series 2020A Bonds, all within the meaning of section 147(g)(1) of the Code. For this

purpose, if the fees of the original purchaser ‘of the Series 2020A Bonds were retained as a

discount on the purchase of the Series 2020A Bonds, such retention shall be deemed to be an
expenditure of Series 2020A Proceeds for said fees.

, U] Limitation of Expenditure of Proceeds. The Commission covenants that not less
. thah 95% of the net Series 2010A Proceeds (within the meanmg of section 150(a)(3) of the-
Code) will be paid for Qualified Project Costs.

(m) Limitat'lon on Land Acquisition. The Gommission covenants that less than 25%.
of the Series 2010A Proceeds will be used, directly or indirectly, for the acquisition of land.

(n) Existing_Facilities* Limit. The Commission covenants that no Series 2010A
Proceeds will be used for the acquisition of any tangible property or an interest therein, other
than land or an interest in land, unless the first use of such property is pursuant to such
acquisition; provided, however, that this limitation will not apply with respect to any building (and
the equipment therefor) if rehabilitation expenditures (as defined in section 147(d) of the Code)
with respect to such building equal or exceed 15% of the portion of the cost of acquiring such
building (and equipment) financed with Series 2010A Proceeds; and provided, furthet, that this
limitation will not apply with respect to any structure other than a building if rehabilitation

- expenditures with respect to such structure equal or exceed 100% of the portlon of the cost of
acqumng such structure financed with the Series 2010A Proceeds
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(o) Certain Uses Prohibited. The Commission covenants that no Series 2010A
Proceeds will be used directly or indirectly to provide any airplane, skybox or other private
luxury box, health club facility, facility used for gambling or store the principal business of which
is the sale of alcoholic beverages for consumption off premises.

- - (p) - Limitation on Office Space. The Commission -covenants that no Series 2010A
Proceeds will be used to finance office space-unless the office is located on the premises of that
portion of the Series 2010A Projects financed with the Series 2010A Proceeds and not more -
than a de minimis amount of the functions to be performed at such office is not directly related

to the day-to-day operations at that portion of the Senes 2010A Projects financed with the
Series 2010A Proceeds. -

ARTICLE V
MISCELLANEOUS

Section 5.01. Effective Date of Third Supplemental Indenture. This Thlrd Supplemental

indenture sf hall take effect upon its execution and delivery.

" Section 5.02. Existing Indenture to Remain in Eftect. - Except as provided in this Third
Supplemental Indenture, the Existing Indenture shall remain in fuli force and effect. In the event
of any conflict between the provisions of this Third Supplemental Indenture and the Existing
Indenture, the provxsnons of this Third Supplementat Indenture shall govern.:

Section 5.03. Execution in Counterparts. This Third Supplemental lndbenture may be
executed in several counterparts, each of which shall be deemed'an original, and all of which
shall constitute but one and the same. instrument.
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~ IN WITNESS WHEREOF, the parties hereto have executed this Second Supplemental
Indenture by their officers thereunto duly authorized as of the day and year first written above.

PORT COMMISSION OF THE GITY AND
COUNTY OF SAN FRANCISCO

Executive Director

ATTEST:

Commission Secretary

U.S. BANK NATIONAL ASSOCIATION, as .
Trustee

Authorized Officer

Authorized Officer
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: EXHIBIT A
”(FO‘RM OF SERIES 2020A BOND (NON-AMT TAX-EXEMPT))
Regtstered No. | | A $
PORT COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO

REFUNDING REVENUE BONDS,
SERlES 2020A (Non—AMT Tax—Exempt)

Interest Rate Maturity Date Dated Date . - cusIp

March 1, 20__  [Closing Date]

REGISTERED OWNER: ~ GEDE & CO.
PRINCIPAL AMOUNT: ~ **:__ Thousand Dollars**

The PORT COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO
(hereinafter sometimes called the “Commission”), a public body, corporate and politic, duly
organized and existing under the Constitution.and statutes of the State of California and the
- Charter of the City and County of San Francisco (the “Charier”), for value received, hereby
promises to pay (but solely out of the.funds hereinafter mentioned) to the registered owner
hereof as shown above or registered assigns (herein sometimes referred to as the “Owner” or
“Holder”), subject to the right of prior redemption (if any) hereinafter mentioned, the Principal
Amount specified above, on the maturity date specified above, and to pay such Owner on each
March 1 and September 1 of each year commencing on September 1, 2020 (each, a “Series -
2020 Interest Payment Date”) by check or draft mailed by the Trustee hereinafter referred to on
~ the Series 2020 Interest Payment Date via first class .mail to such Owner at such Owner’s -
address shown on the regisfration books of the Trustee as of the close of business on the
fifteenth day of the month preceding each Series 2020 Interest Payment Date (the “Series 2020
Record Date”), or by federal wire transfer to an account in the United States designated by such
Owner of Bonds in the aggregate Prmmpal Amount of $1,000,000 or more, upon provision of a
written notice received by the Trustee prior to the applicable Series 2020 Record Date, interest
on such Principal Amount from the Series 2020 Interest Payment Date immediately preceding
the date of authentication hereof (unless (i) the date of authentication hereof is prior to the first
" regular Series 2020 Record Date in which event from the dated date specified above, or (i) the -

date of authentication hereof is a Series 2020 Interest Payment Date, in which event from that
Series 2020 Interest Payment Date, or (jii). the date of authentication hereof is after a regular
Series 2020 Record Date but before the following Series 2020 Interest Payment Date, in which
event it shall bear interest from such Series 2020 Interest Payment Date) until the Principal
Amount hereof shall have been paid or provided for in accordance with the Indenture hereinafter
referred to, at the interest rate per annum set forth above payable semiannually on each Series
2020 Interest Payment Date. Interest shall be calculated on the basis of a 360-day year
consisting of twelve 30-day months. The Principal Amount of and redemption premiums, if any,
.and interest on the Series 2020 Bonds shall be paid in lawful money of the United States of
America. The Principal Amount of and redemption premiums, if any, on the Series 2020 Bonds
- and payments of intérest due at maturity or earlier redemption of the Series 2020 Bonds, shall
be payable upon the surrender thereof at the corporate trust office {the “Corporate Trust Office”)
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of U.S. Bank National Association, as trustee (the “Trustee”), in St. Paul, Minnesota. = All '
capitalized terms which are used herein, unless otherwise defined herein, shall have the
meanings ascribed to such terms in the Indenture (as hereinafter defined).

The Bonds (as defined in the Indenture hereinafter referred to) are special, limited
obligations-of-the Commission, and are payable as to Principal-Amount, redemption premium;-if
any, and interest, out of the Net Revenues, and not out of any other funds or moneys of the
Commission -not pledged thereto, as further provided.in the Indenture. No Holder of the Bonds
shall have the right to compel any exercise of the taxing power of the Commission, the. City, the
State of California or any political subdivision thereof to pay the Principal Amount of or the
redemption premium, if any, or interest on the Bonds. This Bond is not a lien, charge or liability,
as to either the Principal Amount or interest, against the State of California or any political
subdivision thereof or against the Commission, the City or the Board of Supervisors of the City,
or against the property or funds of any of the foregoing, e,\cept to the extent of the pledge of Net
Revenue as provided by the Indenture. -

This Bond is one of a duly authorized issue of Bonds of the Commission designated
“Port Commission of the City and County of San Francisco Rernding Revenue Bonds, Series
2020A (Non-AMT Tax-Exempt)” {herein called the “Series 2020A Bonds”), in an aggregate
principal amount of $ , all of like tenor and date (except for bond numbers interest
rates, amounts and maturity) and all of which have been issued pursuant to and in full
conformity with the Constitution and laws of the State of California and the Charter. The Series
2020A Bonds are authorized by and issued pursuant to certain resolutions duly adopted by the
City and the Commission and under the Indenture of Trust, dated as of February 1, 2010, as
amended and supplemented by a First Supplement to Indenture of Trust, dated as of February
1, 2010 (the “First Supplement’), a Second Supplement to Indenture of Trust, dated as of May
1, 2014 and Third Supplement to Indenture of Trust, dated as of February 1, 2020 (together, the
“Indenture”), each by and between the Commission and the Trustee, a copy of which is on file
with the Secretary of the Commission and the Trustee

" This Bond will be secured. by Net Revenues and other funds specified in the Indenture
- on parity with the following outstanding series of Bonds: (i) “Revenue Bonds, Series 2014A
(AMT Tax-Exempt),” (i) the “Revenue Bonds, Series 2014B (Federally Taxable),” and (iii)
“Refunding Revenue Bonds, Series 2020B (Federally Taxable),” and with any other Outstanding
Bonds hereafter issued in accordance with the Indenture,

All of the Bonds are equally secured in accordance with the terms of the lndenture ~
reference to which is hereby made for a specific description of the security provided for said
Bonds, for the nature, extent and manner of enforcement of such security. and for the covenants
~ and agreements made for the benefit of the Holders of the Bonds. By the acceptance of this
Bond the Owner hereof consents to all of the terms, conditions and provisions of the Indenture.
All of the provisions of the Indenture are hereby incorporated by reference into this Bond as if
set forth in full herein, and any inconsistency between the provisions of this Bond and the
[ndenture shall be resolved in favor of the Indenture. In the manner provided in the Indenture,
‘said Indenture and the rights and obligations of the Commission and of the Holders of Bonds
may (with certain exceptions as stated in said Indenture) be amended or supplemented with the
consent of the Holders of at least fifty-ong percent (51%) in aggregate Principal Amount of
Outstanding Bonds of all Series affected by such amendment, unless such amendment is for
the purpose of, among other things, curing ambiguities or formal defects or omissions,
_correcting or supplementing any provision which.may be inconsistent with any other provision or
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~to make any other change or addition which.shall not have a matetrial adverse effect on the
interests of the Holders, in which case no Bondholders’ consent is required.

The Series 2020A Bonds are subject to optional and mandatory redemptlon as prowded
in the Indenture.

This Bond is issued in fully registered form in the denomination of $5,000 or any integral
multiple thereof and is negotiable upon proper transfer of registration. This Bond is transferable
by the Owner hereof or by his duly authorized attorney, at the Corporate Trust Office of the
Trustee, but only in'the manner, subject to the limitations and upon payment of the taxes and
charges provided in the Indenture, upon surrender and cancellation of this Bond. Upon such
transfer, a new Series 2020A Bond of any authorized denomination or denominations for the
same aggregate principal amount and maturity of the same issue will be issued to the transferee
in exchange therefor. This Bond may also be exchanged for a like aggregate principal amount
of Series 2020A Bonds of other authorized denominations of the same maturity and interest
rate, but only in the manner, subject to the limitations and upon payment of the taxes and.
charges provided in the lndenture -upon surrender and cancella’uon of this Bond.

The C—ornm'smon and the Trustee shall not be required fo issue, re jistér the transfer of,
or exchange (i) any Series 2020A Bond during the period beginning on the fifteenth day of the
month preceding each Seties 2020 Interest Payment Date and ending on such Series 2020
Interest Payment Date, during the fifteen (15) days preceding the selection of Series 2020A
Bonds for redemption, on any date on which notice of redemption is scheduled to be marled or
on any redemption date, or (i) any Series 2020A Bond selected for redemption.

The Commission and the Trustee may treat the Owner hereof as-the absolute Owner

hereof for all purposes, and the Commission and the Trustee shall not be aﬁected by any notice
~ to the contrary.

This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have
been manualily s;gned by the Trustee.

The Commission by execution of this Bond hereby certifies that any and all acts,
conditions and things required to exist, to happen and to be performed, precedent to and in the.
incurring of the indebtedness evidenced by this Bond, and in the issuing of this Bond, do exist,
have happened and have been performed in due time, form and manner, as required by the
Constitution and statutes of the State of California and the Charter, and that this Bond, together
with all other indebtedness of the Commission pettaining to the Port Area, is within every debt
and other limit prescribéd by the COnStltU’[IOH and statutes of the State of Callforma and said
Charter. -

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York corporation ("DTC"), to the Commission or the Trustee for registration of
transfer, exchange, or payment and any Bond issued is registered in the name of Gede & Co.
or in such other name as is requested by an authorized representative of DTC (and any

“payment is made to Cede & Co. or to such other entity as is requested by an authorized
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE
OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the Registered
Owner hereof, Cede & Co., has an interest herein.
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' IN WITNESS WHEREOF, the PORT COMMISSION OF THE CITY AND COUNTY OF
SAN FRANCISCO has caused this Bond to be signed on its behalf by the signature of its
Executive Director, all as of the Dated Date set forth above. '

"~ By:
o -Executive Director -of the Port
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(FORM OF CERTIFICATE OF AUTHENTICATION OF BONDS)
This i one of the Bonds described in the within mentjoned Indenture.
Date of Authentication: , 2020

© U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By:

Authorized Signhatory

B N

(FORM OF ASSIGNMENT OF BONDS)

For value received : hereby sells, assigns and transfers' unto
the within mentioned Bond and heteby irrevocably
constitutes and appoints , attorney, to transfer the same on the books of the

Trustee with full power of substitution in the premises.

NOTE: The signature(s) on this Bond must
correspond with the name(s) as written on the face
of the within Registered Bond in every particular,
without alteration or enlargement or any change

whatsoever,
Dated: ‘ ,.20‘_~
Signature Guaranteed By:
 NOTE: Signature must be
guaranteed by an eligible
guarantor institution.
A-5
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(FORM OF SERIES 2020B (FEDERALLY TAXABLE) B'OND)
. Registered No. A S $
PORT COMM!SS!ON OF THE CITY AND COUNTY OF SAN FRANCISCO
‘REFUNDING REVENUE BONDS;
SERIES 20208 (Federally Taxable)

Interest Rate Maturity Dete, N Dated Date ‘ CcUsIP

March 1, 20__  [Closing Date]

REGISTERED OWNER:  CEDE & CO.

~ PRINCIPAL AMOUNT: e Thousand Dollars™*

A The PORT COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO
{(hereinafter sometimes called the “Commission”) a public body, corporate and politic, duly
organized and existing under the Constitution and statutes of ths State of Califernia and the
Charter of the City and County of San Francisco (the “Charter”), for value received, hereby
promises to pay (but solely out:of the funds hereinafter mentioned) to the registered owner
hereof as shown above or registered assigns (herein sometimes referred to as the “Owner” or
“Holder”), subject to the right of prior redemption hereinafter mentioned, the Principal Amount
specified above, on the maturity date specified above, and to pay such Owner on each March 1
and September 1 of each year commencing on’ September 1, 2020 {each, a “Series 2020
" Interest Payment Date”) by check or draft mailed by the Trustee hereinafter referred to -on the
Series 2020 Interest Payment Date via first class mail to such Owner at such Owner’'s address
shown on the registration books of the Trustee as of the close of business on the fifteenth day of
the month preceding each Seties 2020 Interest Payment Date (the “Series 2020 Record Date”),
“or by federal wire transfer to an account in the United States designated by such Owner of
Bonds in the aggregate Principal Amount of '$1,000,000 or more, upon provision of a written
notice received by the Trustee prior to the applicable Series 2020 Record Date, interest on such
Principal Amount from the Seties 2020 Interest Payment Date immediately preceding the date
of authentication hereof (unless (i) the date of authentication hereof is prior to the first regular
Series 2020 Record Date in which event from the dated date specified above, or (i) the date of
authentication hereof is a Series 2020 Interest Payment Date, in which event from that Series
2020 Interest Payment Date, or (jii) the date of authentication hereof is after a regular Series
2020 Record Date but before the following Series 2020 Interest Payment Date, in which event it
shall bear interest from such Series 2020 Interest Payment Date) until the Principal Amount
hereof shall have been paid or provided for in accordance with the Indenture hereinafter
referred to, at the interest rate per annum set forth above payable semiannually on each Series
2020 Interest Payment Date. Interest shall be calculated on the basis of a 360-day year |
consisting of twelve 30-day months. The Principal Amount of and redemption premiums, if any,
and intetest on the Series 2020 Bonds shall be paid in lawful money of the United States of
America. The Principal Amount of and redemption premiums, if any, on the Series 2020 Bonds
and payments of interest due at maturity or earlier redemption of the Series 2020 Bonds, shall
be payable upon the surrender thereof at the corporate trust office (the “Corporate Trust Office”)
of U.S. Bank National Association, as trustee (the “Trustee”), in St. Paul, Minnesota. All
capitalized terms which are used herein, unless otherwise defined herein, shall have the
meanings asctibed to such terms in the Indenture (as hereinafter defined).
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The Bonds (as defined in the Indenture hereinafter referred to) are special, lrmrted'
obligations of the Commission, and are payable as to Principal Amount, redemption premium, if
any, and interest, out of the Net Revenues, and not out of any other funds or moneys of the
Commission not pledged thereto, as further provided in the Indenture. No Holder of the Bonds
- shall have the right to compel any exercise of the taxing power of the Commission, the City, the
. State. of California or.any political -subdivision thereof to pay the Principal Amount of or the- -
redemption premium, if any, or interest on the Bonds. This Bond is not a lien, charge or liability,
- as to either the Principal Amount or interest, against the State of California or any political
subdivision thereof or against the Commission, the City or the Board of Supetrvisors of the City,

or against the property or funds of any of the foregoing, except to the extent of the pledge of Net
F{evenue as provided by the Indenture.

This Bond‘ is one of a duly authorized issue of Bonds of the Commission designated
“Port Commission of the City and County of San Francisco Refunding Revenue Bonds, Series
2020B (Federally Taxable)” (herein called the “Serie’s 2020B Bonds”), in an aggregate principal
amount of $: , all of like tenor and date (except for bond numbers, interest rates, amounts
and maturity) and all of which have been issued pursuant to and in full conformity with the
Constitution and laws of the State of California and the Charter. The Series 2020B Bonds are
authorized hy and issued pursiuant to certain resolutions duly adopted by the City and the
Commission and under the Indenture of Trust, dated as of February 1, 2010, as amended and
supplemented by a First Supplement to Indenture of Trust, dated as of February 1, 2010 (the
“First Supplement”), a Second Supplement to Indenture of Trust, dated as of May 1, 2014 and a
Third Supplement to Indenture of Trust, dated as of February 1, 2020 (together the
“Indenture”), each by and between the Commission and the Trustee, a copy of which is on file
with the Secretary of the Commission and the Trustee.

This Bond will be secured by Net Revenues and other funds specified in the Indenture
on parity with the following outstanding series of Bonds: (i) the “Revenue Bonds, Series 2014A
(AMT Tax-Exempt),” (i) the “Revenue Bonds, Series 2014B (Federally Taxable),” and (jii) the
“Refunding Revenue Bonds, Series 2020A (Non-AMT Tax-Exempt),” and with any other
Outstanding Bonds hereafter issued in accordance with the Indenture.

All of the Bonds are equally secured in accordance thh the terms of the Indenture,
reference o which is hereby made for a specific description of the security provided for said
Bonds, for the nature, extent and manner of enforcement of such security and for the covenants
- and agreements made for the benefit of the Holders of the Bonds. By the acceptance of this
Bond the Owner hereof conserits to all of the terms, conditions and provisions of the Indenture.
All of the provisions of the Indenture are hereby mcorporated by reference into this Bond as if
set forth ‘in full herein, and any inconsistency between the provisions of this Bond and the
Indenture shall be resolved in favor of the Indenture. In the manner provided in the Indenture,
said Indenture and the rights and obligations of the Commission and of the Holders of Bonds
may (with certain exceptions as stated in said Indenture) be amended or supplemented with the
consent of the Holders of at least fifty-one percent (51%) in aggregate Principal Amount of
Outstanding Bonds of all Series affected by such amendment, unless such amendment is for
the purpose of, among other things, curing ambiguities or formal defects or omissions,
correcting or supplementing any provision which may be inconsistent with any other provision or-
to make any other change or addition which shall not have a material adverse effect on the
interests of the Holders in which case no Bondholders’ consent is requrred

The Senes 2020B Bonds are not subject to redemption prior to their stated maturity
date. ' : : '

A-7
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This Bond is issued in fully registered form in the denomination of $5,000 or any integrai
- multiple thereof and is negotiable upon proper transfer of registration. This Bond-is transferable
by the Owner hereof or by his duly authorized attorney, at the Corporate Trust Office of the
Trustee, but only in the manner, subject to the limitations and upon payment of the taxes and
charges provided in the Indenture, upon surrender and cancellation of this Bond. Upon-such
transfer, a new Series 2020B Bond of any authorized denomination or denominations for the
'same aggregate principal amount arid maturity of the same issue will be issued to the transferee
in exchange therefor. This Bond may also be exchanged for a like aggregate principal amount
of Series 2020B Bonds of other authorized denominations of the same maturity and interest -
rate, but only in the manner, subject to the limitations and upon payment of the taxes and
charges provided in the Indenture, upon surrender and cancellation of this Bond.

If the Series 2020B Bonds ate subject to redemption, the Commission and the. Trustee
shall not be required to issue, register the transfer of, or exchange (i) any Series 2020B Bond
during the period beginning on the fifteenth day of the month preceding each Series 2020
Interest Payment Date and ending on such Series 2020 Interest Payment Date, during the
fifteen (15) days preceding thé selection of Series 2020B Bonds for redemption, on any date on

witich riotice of redemption is scheduled o be mailed or on any ledéi’ﬁpﬁcn date, ur‘\u) ainy

Seties 2020B Bond selected for redemption.

The Commissich and-the Trustee may treat the Owner hereof as the absolute Owner
hereof for all purposes and the Commission and the Trustee shall not be affected by any notlce ‘
to the contrary : '

This Bond shall not be entitled fo any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have
been manually signed by the Trustee.

The Commission by execution of this Bond hereby certifies that any and all acts,
conditions and things required to exist, to happen and to be performed, precedent to and in the
incurring of the indebtedness evidenced by this Bond, and in the issuing of this Bond, do exist,
‘have happened and have been performed in due time, form and manner, as required by the
Constitution and statutes of the State of California and the Charter, and that this Bond, together
with all other indebtedness of the Commission pertaining to the Port Area, is within every debt
and other limit prescribed by the Constitution and statutes of the State of Caln‘orma and said
Charter .-

Unless this Bond Is presented by an-authorized representative of The Depository Trust -
Company, a New York corporation ("DTC"), to the Commission or the Trustee for registration of
transfer, exchange, or payment, and any Bond issued is registered in the name of Cede & Co.
or in such other name as is requested by an authorized representative of DTC (and any
payment is made to Cede & Co. or to such other entity as is requested by an authorized.
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE
" OR OTHERWISE BY OR -TO ANY PERSON IS WRONGFUL inasmuch as the Registered
Owner hereof, Cede & Co., has an interest herein.

A-8
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IN WITNESS WHEREOF, the PORT COMMISSION OF THE CITY AND COUNTY OF
SAN FRANCISCO has caused this Bond to be signed on its behalf by the signature of its
Executive Director, all as of the Dated Date set forth above. -

"~ By: _
. Executive Director of the Port
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(FORM OF CERTIFICATE OF AUTHENTICATION OF BONDS)
This is one of the Bonds déscribed_ih the within mentioned !ndehture.
Date of Authentication: , 2020

U.S. BANK NATIONAL ASSOC!A‘TIO.N,A as
Trustee

By:

Authorized Signatory

Kk K* R X

(FORM OF ASSIGNMENT OF BONDS) .

For value received . hereby sells, assigns and transfers unto
. : , the within mentioned Bond and hereby irrevocably
constitutes and appoints , attorney, to transfer the same on the books of the

- Trustee with full power of substitution in the premises. .

NOTE: The signature(s) on this Bond must
correspond with the name(s) as written .on the face

- of the within Registered Bond in.every particular,
without alteration or enlargement or any change

whatsoever.
Dated: _.__ - ,20__
Signature Guaranteed By:
NOTE: Signature must be
guaranteed by an eligible
guarantor institution.
A-10

810



DRAFT 10/8/2019

PORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO

$ - §
REFUNDING REVENUE BONDS, REFUNDING REVENUE BONDS,
SERIES 2020A (AMT — TAX-EXEMPT) ' . SERIES 2020B

(FEDERALLY TAXABLE)

PURCHASE CONTRACT -

[Sale Date]

o
1. o1t \JL}IMSB.\GJ} of ulu ALY

and County of San Francisco
Port of San Francisco, Pier 1
~San Francisco, California 94111

Ladies and Gentlemen:

The undersigned Stifel, Nicolaus & Company (the “Representative”), on its own behalf
and as representative of 280 Securities (together with the Representative, the “Underwrifers™),
offers to enter into the following dgreement with the Port Commission of the City and County of

San Francisco (the “Commission”). Upon the acceptance of this offer by the Commission, this
" Purchase Contract will be binding upon the Commission and the Underwriters. This offer is made
subject to the acceptance of this Purchase Contract by the. Commission on or before 5:00 P.M.
California time on the date hereof and, if not so accepted, will be subject to withdrawal by the
Underwriters upon written notice (by facsimile transmission or otherwise) from the Representative
“delivered to the Commission at any time prior to the acceptance of this Purchase Contract by the
Commission. If the Underwriters withdraw this offer, or the Underwriters’ obligation to purchase
the bonds captioned above (the “Bonds™) is otherwise terminated pursuant to Section 9(c) hereof,
then and-in such case the Commission shall be without any further obligation to the Underwriters,
including the payment of any costs set forth under Section 10(b) hereof, and the Commission shall
be free to sell the Bonds to any other party.

The Bonds are being issued pursuant to an Indenture of Trust, dated as of February 1, 2010
' (the “Master Indenture”), by and between the Commission and U.S. Bank National Association,

as Trustee (the “Trustee”), as amended and supplemented, including by a Third Supplement to
Indenture of Trust, dated as of ____ 1, 2020, by and between the Commission and the Trustee (the
© “Third Supplemental Indenture”). The Master Indenture, as previously supplemented and

“amended and.as supplemented by the Thll‘d Supplemental Indenture is referred to herein as the
“Indenture.” - : o
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-Capitalized terms not otherwise defined herein shall have the meanings set forth in the
- Indenture. - ~

Section 1. Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations, warranties and agreements set forth in this Purchase Contract, . the
Underwriters hereby jointly and severally agree- to purchase from the Commission, and the
Commission agrees to sell and deliver to the Underwriters, all (but not less than all) of the
$ ~___ aggregate principal amount of Bonds consisting of $ aggregate
prineipal amount of Port Commission of the City and County of San Francisco Refunding Revenue -
Bonds, Series 2020A (Non-AMT Tax-Exempt) (the “Series 2020A Bonds™) and $ ' ‘
aggregate principal amount of Port Commission of the City and County of San Francisco

- Refunding Revenue Bonds, Series 2020B (Federally Taxable) (the “Series 2020B Bonds”).

The Bonds shall be dated the date of delivery thereof and shall have the maturities, subject
to the right of prior prepayment, and bear interest at the rates per annum and have the yields all as set
forth on Schedule I attached hereto. The purchase price for the Bonds shall be $ ,
calculated as the aggregate principal amount of the Bonds in the amount of $ , less
an aggregate underwnters discount in the amount of $

Sectlon 2. Description of the Bonds and Transactlon Documents Purpose of the
Bonds. The Bonds shall be substantially in the form described in the Indenture and shall be secured
by the Net Revenues of the Port and other funds specified in the Indenture. Interest on the Series
2020A Bonds will be excludable from gross income for federal income tax purposes under Section
103 of the Internal Revenue Code of 1986, as amended. (the “Code”), except for interest on any
Series 2020A Bond for any period during which such Series 2020A Bond is held by a “substantial :
user” of the facilities financed or refinanced by the Series 2020A Bonds - or a “related person”
within the meaning of Section 147(a) of the Code. Interest on-the Series2020A Bonds is not a
specific item of tax preference for purposes of the federal alternative minimum tax. Interest on the
_ Series 2020B Bonds is not excludable from gross income for federal income tax purposes. Interest

- on the Bonds will be éxempt from State of Cahforma personal mcome taxes

The issuance of the Bonds was approved by the Comxmssmn pursuant to a resolution of”

the Coramission adopted on _, 2019 (the “Comimission Resolution) and by the Board of
Supervisors of the City (the “Board”) pursuant to a resolution of the Board adopted on __ ,
2019 and signed by the Mayor of the City on , 2019 (the “Board Resolution,” and

together with the Commission Resolution, the “Resolutions™). -

The Bonds are being issued for the purpose of providing funds to (a) refund certain
outstanding bonds of the Comrmssmn (the “Refunded Bonds”) and,. (b) pay costs of issnance of
the Bonds.

The Commission will enter into two Escrow Agreements, dated as of 1, 202'0'(the
“Escrow Agreements”), with U.S. Bank National Association, as trustee for the Refunded Bonds
and escrow agent (the “Escrow Agent”), providing for the defeasance, payment and redemption
of the Refunded Bonds. This Purchase Confract, the Indenture, the Escrow Agreements and the
Continuing Disclosure Certlﬁcate are referred to collectlvely herein as the “Tramnsaction
Documents.”
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. Section3.  Official Statement. The Commission ratifies, approves and confirms the
distribution of the Preliminary Official Statement with respect to the Bonds, dated _,2020
(together with the appendices thereto, any documents incorporated therein by reference, and any
supplements or amendments thereto, the “Preliminary Official Statement”), in connection with
the offering and sale of the Bonds by the Underwriters prior to the availability of the Official
Stateinent, The Commission represents that the Preliminary. Official Statement was deemed final
as of its date for purposes of Rule 15¢2-12 promulgated by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as amended (“Rule 15¢2-12”), except
for the omission of offering prices, interest rates, selling compensation, aggregate principal

amount, principal amount per maturity, delivery date, ratlngs and other terms of the Bonds
dependmg on such matters.

The Commission shall provide the Underwriters, within 7 business days after the date
hereof (but in any event at least 2 business days prior to the Closing Date (as defined herein)) with
a reasonable number of copies of the Official Statement in the form of the Preliminary Official
Staternent with such changes thereto as have been approVed by the RepresentatiVe (which approval
ghall not he “u[t:;f*\l)ﬂa.lnv wnugﬂmuy as 16uu€sL6u UV Luc L\UDI‘ESE:HL&LLVS, for distribution. The
Commission authorizes and approves the distribution by the Underwriters of the Official Statement
in connection with the offering and sale of the Bonds. The Commission authorizes the
Representative to file, and the Representative hereby agrees to file at or prior to the Closing Date
(as defined herein), the Official Statement with the Municipal Securities Rulemaking Board or its
designee (the “MSRB”).” The Official Statement, including the appendices thereto, any documents
incorporated therein by reference, and any supplements or amendments thereto on or priot to the
Closing Date 1s herein referred to as the “Official Statement.”

Section 4. Commission . Representations, Covenants and Agreements.  The

Comumission represents and covenants and agrees with each of the Underwriters that as of the date
hereof: : :

(a) Due Organization, Existence and Authority. The Commission is duly
organized and validly existing as a commission of the City under and pursuant to the
Charter. The Commission has full legal right, power and authority to: (i) adopt the
Commission Resolution; (ii) execute and deliver each of the Transaction Documents;
(iv).approve the Official Statement and authorize its. distribution by the Underwriters;
(v) sell and deliver the Bonds to the Underwriters as provided herein; and (vi) carry out
and consummate the other transactions contemplated by the Transaction Documents.

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

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

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

(©) Supplements to the Official Statement. If between the date of delivery of . -

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

(d)  No Breach or Default. The Commission’is not in material violation of, or
in material breach of or in material default under, any applicable constitutional provision,
charter provision, law or administrative regulation or order of the State or the United States
of America or any applicable judgment or decree or any loan agreement, indenture, bond,

‘note, resolution, or other agreement or instrument to which the Commission is a party or
to which the Commission or any of its properties is otherwise subject and no event has
occurred and is continuing which, with the passage of time or the giving of notice, or both,
would constitute a material default or event of default under any such instrument; and the
execution and delivery of the Transaction Documents, the adoption of the Resolutions and
compliance with the provisions of the Transaction Documents and the Resolutions will not
conflict with or constitute a material breach of or material default under any constitutional
provision, charter provision, law, administrative regulation, order, judgment, court decree,
loan agreement, indenture, bond, note, resolution, agreement or other instrument to which
the Commission is subject, or by which it or any of its properties is bound, nor will any
such execution, delivery, adoption or compliance result in the creation or imposition of any
lien, charge or other security interest or encumbrance of any nature whatsoever upon any
of its properties or under the terms of any such law, regulation or instrument, except as
permitted by the Transactlon Documents and the Resolutions.
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(e) ' No Litigation. There is no action, su1t proceeding, inquiry or 1nvest1gat10n
at law of in equity, before or by any court, government agency, public board or body,

- pending, with service of process having been accomplished, or to the best knowledge of

the Commission after due inquiry, threatened by a prospective party or their counsel in
writing addressed to the Commission, (i) in any way questioning the existence.of the
Commission or the titles of the officers of the Commission to their respective offices; (ii) in
any way contesting, affecting or seeking to prohibit, restrain or enjoin the issuance of the
Bonds, or the payment of the principal and interest with respect to the Bonds, -or the
collection of revenues pledged to pay the principal of and interest on the Bonds, or the
pledge of such revenues, or the application of the proceeds of the Bonds in accordance with-
the Indenture; (iii)in any way contesting or affecting the validity of the Bonds or the
Indenture or contesting the powers of the Commission or any authority for the issuance of
the Bonds, the approval of the Resolutions or the execution and delivery by the
Commission of the Transaction Documents or the Official Statement; (iv) contesting the
completeness or accuracy of the Preliminary Official Statement or the Official Statement
or asserting that the Preliminary Official Statement or the Official Statement contained any
untrac statcment of a material fact or omitted to state a material fact necessary in order o

make the statements made therein, in the light of the circumstances under which they were
" made, not misleading; or (v) which would likely result in any material adverse change
relating to the business, operations or financial condition of the Cormmssmn or the
Commission’s ability to pay the Bonds

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

‘(g)  Financial Statements. The financial statements of the Commission for the
fiscal year ended June 30, 2019, set forth as an Appendix to the Official Statement fairly
present the financial position of the Commission as of the dates indicated and the results
of its operations, the sources and uses of its cash and the changes in its fund balances for
the periods therein specified to the extent included therein and, other than as set forth in
the Official Statement, were prepared in conformity with generally -accepted accounting
principles applied on a consistent basis.

(h)  Continuing Disclosure. The Commission will undertake, pursuant to the
Indenture and a Continuing Disclosure Certificate to provide certain annual financial
information and notices of the occurrence of certain events, if material, pursnant to
paragraph (b)(5) of Rule 15¢2-12. An accurate description of this undertaking is set forth
in the Prehmmary Official Statement and will also be set forth in the Official Statement.
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The Commission has been and is in complianee with its continuing disclosure obligations -
under Rule 15¢2-12, as described in the Official Statement.

® No Amendments. Between the date hereof and the Closing Date, the

- Commission will not supplement or amend the Transaction Documents, the Resolutions or - -

the Official Statement in any respect that is material to the obligations of the Commission
under this Purchase Contract without the prior written consent of the Representative, which
consent shall not be unreasonably Wi‘thheld.

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

(8  The Representatlve has been duly authonzed to enter into this Purchase
Contract and to act hereunder by and on behalf of the Underwriters. . Any authority,
discretion or other power conferred upon the Underwriters by this Purchase Contract may
be exercised jointly by all of the Underwriters or by the Representative on their behalf.

(b) It shall comply With‘the San Francisco Business Tax Resolution and shall,
if not otherwise exempt from such resolution, provide to the Commission a Business Tax
Registration Certificate on or prior to the date hereof

(c) - It shall comply with the mandatory city contracting requirements set forth
in Exhibit A hereto, and incorporated herein by this reference.

Section 6. Offering. It shall be a condition to the Commission’s obligation to sell and
deliver the Bonds to the Underwriters and to the Undérwriters’ obligations to purchase and accept
delivery of the Bonds that the entire $ principal amount of the Bonds shall be issued,

-sold and delivered by or at the direction of the Commission and purchased, accepted and paid for
by the Underwriters at the Closing. On or prior to the Closing, the Representative will provide the
Commission with information regarding the reoffering prices and ylelds on the Bonds in such
form as the Commission may reasonably request

. The Underwriters agree to make a bona fide public offering of all the Bonds, at prices not
in excess of the initial public offering prices as set forth in the Official Statement. The-
Underwriters may offer and sell the Bonds to certain dealers (including dealers depositing the
Bonds into investment trusts) and others at prices lower than the public offering price stated on the
cover of the Official Statement. Each of the Underwriters will provide, consistent with the
. requirements of the MSRB, for the delivery of a copy of the Official Statement to each customer
who purchases a Bond during the underwriting period. Each of the Underwriters further agree that
it will comply with applicable laws and regulations, including without ]1m1tat1on Rule 15¢2-12,in
connection with the offering and sale of the Bonds

Section 7. Establishment of Issue Price of the Series 2020A Bends.

" (a) . The Representative, on behalf of the Underwriters, agrees to assist the
Commission in establishing the issue price of the Series 2020A Bonds and shall execute and
deliver to the Commission at Closing an “issue price” or similar certificate, together with the
. supporting pricing wires or equivalent communications, substantially in the form attached hereto
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as Exhibit D, with such modifications as may be appropriate or necessary, in the reasonable
judgment of the Representative, the Commission and Co-Bond Counsel (as defined herein), to
accurately reflect, as applicable, the sales price or prices or the initial offermg price or prices of
the Series ZOZOA Bonds to the public.

(b) ' The Co:rmmssmn will treat the first price at which 10% of each maturity of
the Series 2020A Bonds (the “10% test”) is sold to the public as the issue price of that maturity
(if different interest rates apply within a maturity, each separate CUSIP number within that
maturity will be subject to the 10% test). Schedule I attached hereto sets forth the maturities of-
the Series 2020A Bonds for which the 10% test has been satisfied as of the date of this Purchase
Contract (the “10% Test Maturities”) and the prices at Wthh the Underwnters have sold such
10% Test Maturities to the public.

The Commission acknowledges that, in making the representation set forth in this
subsection, the Representative will rely on (i) the agreement of each Underwriter to comply with
the requirements for establishing issue price of the Series 2020A Bonds, including, but not limited
to, its agreement 1o ¢ Ompfv with the hﬁ}d—thc—uuenﬁg ‘Dﬁce rue, if apphcaum, as set forth in an
agreement among underwriters and the related pricing wires, (ii) in the'event a selling group has
been created in connection with the initial sale of Series 2020A Bonds to the public, the agreement
of each dealer who is a member of the selling group to comply with the requirements for
establishing issue price of the Series 2020A Bonds, including, but not limited to, its agreement to
comply with the hold-the-offering-price rule, if applicable, as set forth in a selling group agreement
and the related pricing wires, and (iii) in the event that an Underwriter or dealer who is a member
of the selling: group is a party to a third-party distribution agreement that 'was employed in
connection with the initial sale of Series 2020A Bonds to the public, the agreement of each broker-
dealer that is a party to such agreement to comply with the requirements for establishing issue
price of the Series 2020A Bonds, including, but not limited to, its agreement to comply with the
hold-the-offering-price rule, if applicable, as set forth in the third-party distribution agreement and

. the related pricing wires. :

(¢)  The Representative confirms that:

O any agreement among underwriters, any selling group agreement
and each third-party distribution agreement (to which the Representative is a party)
relating to the initial sale of Series 2020A Bonds to the public, together with the
related pricing wires, contains or will contain language obligating each
Underwriter, each dealer who is a member of the selling group, and each broker-
dealer that is a party to such third-party distribution agreement, as applicable, to:

(A)(@) report the prices at which it sells to the public the unsold Series
2020A Bonds of any maturity allocated to it, whether or not the Closing
‘Date has occurred, until either all Series 2020A Bonds of that maturity
allocated to it have been sold or it is notified by the Representative that the
10% test has béen satisfied as to the Series 2020A Bonds of that maturity,
provided that, the reporting obligation after the Closing Date may be at
reasonable periodic intervals or otherwise upon request of the.
Representative, and (ii) comply with the hold—the—offering—pricé rule, if
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applicable, if and for so long as directed by the Representative and as set
forth in the related pricing wires,

(B) to promptly notify the Representative of any sales of Series 2020A
* Bonds that, ta its knowledge, are made to a purchaser who is a related party

to an underwriter pamc1pat1ng in the initial sale of the Series 2020A Bonds
. to the public (each such term being used as defined below), and

(C) to acknowledge that, unless otherwise advised by the Underwriter,
dealer or broker-dealer, the Representative shall assume that each order
submitted by the Underwriter, dealer or broker-dealer is a sale to the
public. :

() any agreement among underwriters or selling group agreement
relating to the initial sale of Series 2020A Bonds to the public, together with the
related pricing wires, contains or will contain’language obligating each Underwriter
or dealer that is a party to a third-party distribution agreement to be employed in
connection with the initial sale of Series 2020A Bonds to the public to require each
broker-dealer that is a party to such third-party distribution agreement to (A) report
the prices at'which it sells to the public the unsold Series 2020A Bonds of each
maturity allocated to it, whether or not the Closing Date has occurred, until either
all Series 2020A Bonds of that maturity allocated to it have been sold or until it is
notified by the Representative or the Underwriter or dealer that the 10% test has

“ been satisfied as to Series 2020A Bonds of that maturity, provided that, the
reporting obligation after the Closing Date may be at reasonable periodic intervals
or ofherwisg: upon request of the Representative or such Underwriter or dealer and
(B) comply with the hold-the-offering-price rule, if applicable, if and for so long as
directed by the Representative or the Underwriter or the dealer and as set forth in
the related pricing wires. '

: : (d) The Underwriters acknowledge that sales of any Series 2020A Bonds to any
person that is a related party to an Underwriter shall not constitute sales to the public for purposes
of this section. Further, for purposes of this section: :

() “public” means any person (including an individual, trust, estate,
partnership, association, company or corporation) other than an underwriter or a
related party to an underwnter

(i) “anderwriter’™ means (A) any person that agrees pursuant to a
written contract with the Commission (or with the lead underwriter to form an
underwriting syndicate) to participate in the initial sale of Series 2020A Bonds to
the public and (B) any person that agrees pursuant to a written contract directly. or
indirectly with a person described in clause (A) to participate in the initial sale of

* Series 2020A Bonds to the public (including a member of a selling group or a party
to a third-party distribution agreement part1c1pat1ng in the initial sale of Series .
2020A Bonds to the public),
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(iii)  apurchaser of any of the Series 2020A Bonds is a “related party” to
an underwriter if the underwriter and the purchaser are subject, directly or
indirectly, to (A) more than 50% common ownership of the voting power or the
total value of their stock, if both- entities are corporations (including direct

. ownership by one corporation of another), (B) more than 50% common ownership
of their capital interests or profits interests, if both entities are partnerships
(including direct ownership by one partnership of another), or (C) more than 50%
common ownership of the value of the outstanding stock of the corporation or the
capital interests or profit interests of the partnership, as applicable, if one entity is
a corporation and the other entity is a partnership (including direct ownership of
the applicable stock or interests by one entity of the other), and

(iv)  “saledate” means the date of execution of this Purchase Contract by

all parties.]
Section8.  Closing. At _: _ am., California time, on .-, 2020, or at such
other time as shall have been mutually agreed upon by the Commission and the Representative

(the “Closing Date” or the “Closing™), the Commission will deliver or cause to be delivered to
the account of the Representative (through DTC) _the Bonds duly executed on behalf of the
Commission, together with the other certificates, opinions and documents set forth in Section 9(d);
and the Representative will accept such delivery (through DT C) and pay the purchase price of the
Bonds set forth in Section 1 by wire transfer.

Payment for the delivery of the Bonds shall be coordinated at the offices of Jones Hall, A
Professional Law Corporation, in San Francisco, California, or at such other place as may be
mutually agreed upon by the Commission and the Underwriters. Such payment and delivery is
called the “Closing.” The Representative shall order CUSIP identification numbers and the
Commission shall cause such CUSIP identification numbers to be printed on the Bonds, but neither
the failure to print any such number on any Bond nor any error with respect thereto shall constitute
cause for failure or refusal by the Representative to accept delivery of and pay for the Bonds in
accordance with the terms of this Purchase Contract. The Bonds will be delivered to DTC or via
FAST, will be in printed, lithographed or typewritten form, will be prepared and delivered in
registered form and will be registered in the name of Cede & Co:, as nominee of DTC. The Bonds

will be made available to the Representanve for checking not less than 2 business days prior o the
Closing.

Section 9. Closing Conditions. The Underwriters have entered into this Purchase Contract
in reliance upon the representations and warranties of the Commission contained herein and to be
contaiped in the documents and instruments to be delivered at the Closing and upon the
performance by the Commission of the obligations to be performed hereunder and under such
documents and instruments to be delivered at or prior to the Closing, and the Underwriters’
obligations under this Purchase Contract are and shall also be subject to the following conditions:

" (a) Bring-Down Representation. The representations and warranties of the-
Commission herein shall be true, complete and correct on the date thereof and on and as of
the Closing Date, as if made on the Closing Date;
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(b)  Executed Documents and Performance Thereunder. At the time of the
Closing, the Transaction Documents shall be in full force and effect and shall not have
been amended, modified or supplemented, and the Official Statement shall not have been
amended, modified or supplemented, except as may have been agreed to by the

- ~Representative;:

(©)  Termination Events.

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

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

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

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

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

(2)  The Underwriters shall have the further right to cancel their obligation to

. purchase the Bonds by written notification from the Representative to the Commission if
at any time after the date of this Purchase Contract and prior to the Closing any of the
following occurs and such occurrence, in the reasonable judgment of the Representative,

would have the effect of materially adversely affecting, directly or indirectly, the market
price or marketability of the Bonds, the ability of the Underwriters to enforce contracts for
the Bonds or the sale at the conternplated offermg price by the Underwnters of the Bonds:

10
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6] there shall have occurred any materially adverse chaﬁge in the
affairs or financial condition of the Commission, except for changes which the:
Official Statement discloses are expected to occur; or '

(i)  ‘there shall have occurred or any notice shall have been given of any,
downgrading, suspension, withdrawal, or negative change in credit watch statas by
. Moody’s Investors Service, Standard & Poor’s Ratings Services and Fitch, Inc. or
any other national rating service to any of the Comrmssmn s obligations (mcludmg
the ratings to be accorded the Bonds) or

(i)  any proceeding shall have been commenced or be threatened in -
writing by the SEC against the Commission; or ‘

{(iv)  an amendment to the Constitution of the United States or the State
of California shall have been passed or legislation shall have been introduced in or
enacted by the Congress of the United States or the California legislature or
legislation pending in the Congiess of the United States shall have been amended
or legislation shall have been recommended to the Congress of the United States or
to the California legislaturé or otherwise endorsed for passage (by press release,
other form of notice or otherwise) by the President of the United States, the
Treasury Department of the United States, the Internal Révenue Service or the
Chairman or ranking minority member of the Committee on Finance of the United
States Senate or the Committee on Ways and Means of the United States House of
Representatives, or legislation shall have been proposed for consideration by either
such Committee by any member thereof or presented as an option for consideration
by either such Committee by the staff of such Committee or by the staff of the Joint
Committee on Taxation of the Congress of the United States, or legislation shall .

- have been favorably reported for passage to either House of the Congress of the .
United States by a Committee of such House to which such legislation has been .
referred for consideration, or a decision shall have been rendered by a court of the
United States or of the State of California or the Tax Court of the United States, or
a ruling shall have been made or a regulation or temporary regulation shall have
been proposed or made or any other release or announcement shall have been made
by the Treasury Department of the United States, the Internal Revenue Service or
other federal or State of California authority, with respect to federal or State of
California taxation upon revenues or other income of the general character of the
Bonds which may have the purpose or effect, directly or indirectly, of affecting the
tax status of the Commission, its property or income, its securities (including the
Bonds) or any tax exemption granted or authorized by State of California legislation
or, in the reasonable judgment of the Representative, materially and adversely
affecting the market for the Bonds or the market pnce generally of obligations of
the general character of the Bonds; or

(v)  the declaration of war or engagement in, or escalation of, military
hostilities by the United States or the occurrence of any other national emergency
or calamity relating to the effective operation of the government of, or the financial
community in, the United States; or
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(vi)  the declaration of a general banking moratorium by federal, New
York or California authorities, or the general suspension of trading on any national
securities exchange or the establishment of minimum prices on such national
securities exchanges, or the establishment of material restrictions (not in force as
the date hereof) upon trading securities generally by any governmental authority or -
any national securities exchange or a material disruption in commercial banking or
securities settlement or clearances services shall have occurred; or -

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

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

the charge to the net capital requirements of, Underwriters; or

(viii) the purchase of and payment for the Bonds by the Underwriters, or
the resale of the Bonds by the Underwriters, on the ferms and conditions herein
provided shall be prohibited by any applicable law, governmental authonty, board,
agency or commission.

(d) Closing Documents: At or prior to the Closing, the Underwriters shall have
received each of the following documents:

(1) acopy of the adoptéd Commission Resolunon,‘ceruﬁed by the Secretary of
the Commission as having been duly enacted by the Commission and as being in full force
-and effect; '

(2) acopyof the adopted Board Resolution, certified by the Clerk of the Board
of Supervisors as having been duly enacted by the Board and as bemg in full force and
effect;

(3)  duly executed copies of the Transaction Documents;

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

(5) A certificate of the Commission dated the Closing Date, signed on behalf
of the Commission by an Authorized Commission Representative, to the effect that:

- 12
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(1) The representations and warranties of the Commission contained herein are true
and correct in all material respects on and as of the Closing Date as if made on the
Closing Date

(i) No event affecting the Commission has occurred since the date of the Official
Statement which has not been disclosed therein or in any supplement or amendment
thereto which event should be disclosed in the Official Staternent in order to make
the statements therein, in the hght of the circumstances under which they were
made, not misleading; and -

(iii) No Event of Default has occurred and is continuing;

(6)  a certificate of the Tmstee and the Hscrow Agent, in form sa‘usfactory to
Co-Bond Counsel;

(7) . acopy of a verification report with respect to the escrow for the Refunded
+ .

P .
onds not paid on the Closing Date, in-form satisfactory to Co-Bond Counsel;

~ (8)  an opinion of the City Attomey of the City addressed solely to the
Commission su_bstantially in the form attached hereto as Exhibit B;

(9 unqualified opinions of Jones Hall, A Professional Law Corporation and
Ammira Jackmon, Attorney at Law (“Co-Bond Counsel”) in substanually the form set forth
as an Appendix to the Official Statement; , -

(10) supplemental opinions of Co-Bond Counsel, addressed to the Coﬁnnissien '
and the Underwriters, dated the Closing Date and substant1a11y in the form attached hereto
as Exhibit C; ’

(11)  defeasance opinions of Co-Bond Counsel w1th respect to the Refunded
. Bonds not paid on the Closmg Date;

(12) a Negatlve Assurance Letter from Norton Rose Fulbright US- LLP,
Disclosure Counsel, addressed and in form and substance acceptable to the Commission
and the City Attorney; ’

(13)  a letter of Stradling, Yocca, Carlson & Rauth, Underwriters’ Counsel
(“Underwriters’ Counsel”), dated the Closing Date and addressed to the Underwriters in
form and substance acceptable to the Underwriters;

(14)  the opinion of counsel to the Trustee and the Escrow Agent, dated the
Closing Date and addressed to the Commission, in form satisfactory to Co-Bond Counsel;

(15)  evidence satisfactory to the Representative that Moody’s Investors Service,
Inc., Standard & Poor’s Ratings Services and Fitch, Inc. have a331gned ratings to the Bonds
set forth in the Preliminary Official Statement; -
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(16) evidence of requ1red filings with the California Debt and Investment
Advisory Commission; -

{17y two transcnpts of all proceedmgs relatmg to the authorization and issuance
of the. Bonds and -

(18)  Certificate of the Commission as to compliance with Section 2.09 of the
. Indenture along with the Report requ1red by Section 2.09 of the Indenture

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

- conditions then to be satisfied by the Commlssmn

- ATl of the opmions, letters, certificates, instruments and other. documents mentioned in this
Purchase Contract shall be deemed to be in compliance with the provisions of this Purchase
Contract if, but only if, they are in form and substance satisfactory to the Representative and
Underwriters’ Counsel. If the Commission is unable to satisfy the conditions to the obligations of
the Underwriters to purchase, to accept delivery of and to pay for the Bonds contained in this
Purchase Contract, or if the obligations of the Underwriters to purchase, to accept delivery of and
to pay for the Bonds are terminated for any reason permitted by this Purchase Contract, this
Purchase Contract shall terminate and neither the Underwriters nor the Commission shall be under
further obligations hereunder, except that the respective obligations of the Commission and the
Underwriters set forth in Section 10 of this Purchase Contract shall continue in full force and effect.
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Section 10.  Expenses.

(a)  Except for those expenses assigned to the Underwriters pursuant to Section
10(b) hereof, the Underwriters shall be under no obligation to pay, and the Commission .
- shall pay, any expenses incident to the performance of the Commission’s obli gations under
this Purchase Contract and the fulfillment of the conditions imposed hereunder, including
but not limited to: (i) the fees and disbursements of Co-Bond Counsel, Disclosure Counsel
and Public Financial Management, Inc. and Backstrom McCarley Berry & Co., LLC (the
“Co-Municipal Advisors”) and any other counsel, auditors, engineers, consultants or
-others retained by the Commission in connection with the transactions contemplated
herein; (ii) the costs of the printing of the Official Statement (and any amendment or
supplement prepared pursuant to Section 4(c) of this Purchase Contract); (iii) any fees
charged by investment rating agencies for the rating of the Bonds and (iv) all other costs
connected to the issuance of the Bonds except those costs specially described below. The
Commission shall pay for expenses incurred on behalf of its employees which are directly
related to the offering of the Bonds, including, but not lnmted to, meals, transportation, and
fod, gmf* ‘of those employees.

(b) The Underwriters shall pay" (from the expense component of the
underwriting discount) all expenses incurred by the Underwriters in connection with the
offering and distribution of the Bonds, including but not limited to: (i) all advertising
expenses in connection with the offering of the Bonds; (ii) the costs of printing the Blue
Sky memorandum used by the Underwriters, (iii) all out-of-pocket disbursements and
expenses incurred by the Underwriters in connection with the offering and distribution of
the Bonds, including the fees of the CUSIP Service Bureau for the assignment of CUSIP
numbers; and (iv) all other expenses incurred by the Underwriters in connection with the
offering and distribution of the Bonds, including the fees and disbursements of
Underwriters’ Counsel and the fees of Digital Assurance Certification, LL.C. for a -

"continuing disclosure compliance review. The Underwriters are required to pay fees to the
California Debt and Investment Advisory Commission in connection with the offering of
the Bonds, Notwithstanding that such.fees are solely the legal obhgauon of the
Underwriters, the Commission agrees to reimburse the Underwriters (by way of paying the
expense component of the underwriting discount) for such fees.

~ Section 11.  Notices. Any notice or other communication to be given to the Commission
or the Underwriters under this Purchase Contract may be given by delivering the same in writing
at the addresses set forth below:

" If to the Commission;

Port Commission of the City
and County of San Francisco

Port of San Francisco, Pier 1

San Francisco, California 94111

Telephone: (415) 274-0400

Fax: (415) 274-0412
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With a copy to:

City and County of San Francisco
Office of Public Finance

City Hall, Room 336

1 Dr. Carlton B. Goodlett Place
San Francisco, Caliofrnia 94102
Telephone: (415) 554-5956

Fax: (415) 554-4864

- Stifel, Nicolaus & Company .
One Montgomery Street, 35th Floor
San Francisco, CA 94104
Telephone: (415) 364-6829

Section 12. = Parties in Interest. This Purchase Contract is made solely for the benefit of
the Commission and the Underwriters (including the successors or assigns of the Underwriters),
and no other person sha]l acquire or have any right hereunder or by virtue of this Purchase Contract.

‘Section 13. Invalld or Unenforceable Provisions.  In the event that any provision of this
Purchase Contract shall be held invalid or tmenforceable by any court of competent jurisdiction,
such holding shall not invalidate or render unenforceable any other provision of this Purchase
Contract. :

Section 14.  Counterparts. This Purchase Contract may be executed by facsimile
transmission and in any number of counterparts, all of which taken together shall constitute one
agreement, and any of the parties hereto may execute the Purchase Contract by signing any such
counterpart. :

Section 15.  Governing Law; Venue. This Purchase Contract shall be governed by and
interpreted under the laws of the State of California. Venue for all litigation relative to the
formation, interpretation and performance of this Purchase Contract shall be in the City and County
of San Francisco.

~ Section 16. Arm’s Length Transaction. The Commission acknowledges that (i) the
purchase and sale of the Bonds pursuant to this Purchase Contract is an arm’s-length, commercial
transaction between the Commission and the Underwriters, (ii) in connection with such transaction
and the discussions, undertakings and procedures leading thereto, each Underwriter is acting solely
as a principal and not as a municipal advisor, financial advisor, agent or fiduciary of the
Comimnission and may have financial and other interests that differ from those of the Commission,
irrespective of whether any Underwriter has provided other services or is currently providing other
services to the Commission on other matters; and (iii) the Commission has consulted with its own
legal and financial advisors in connection with the offering of the Bonds.

Section 17.  Entire Agreement. This Purchase Contract is the sole agreennent of the
parties relating to the subject matter hereof and supersedes all prior understandings, writings,
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proposals, representations or communications, oral or written: This Purchase Contract may only
be amended by a writing executed by the authorized representatives of the parties.

Section 18.  Headings. The section headings in this Purchase Contract are inserted for
convenience only and shall not be deemed to be-a part hereof.

17
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Section 19. This Purchase Contract. shall become effective upon execution of the
acceptance of this Purchase Contract by the Commission and shall be valid and enforceable as of

the time of such acceptance.

Very truly yours, |

STIFEL, NICOLAUS & COMPANY, 280
SECURITIES '

By: STIFEL, NICOLAUS & COMPANY, as -
Representative . '

By:

~ Authorized Officer

COMMISSION OF THE CITY AND COUNTY
OF SAN FRANCISCO

By: :
' Elaine Forbes
Executive Director
APPROVED AS TO FORM:
DENNIS J. HERRERA,
CITY ATTORNEY 4
By:
MARK D. BLAKE
Deputy City Attorney
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EXHIBIT A

MANDATORY CITY CONTRACTING REOUIREMENTS

.- Bach underwriter shall comply with the following provisions of this Purchase Contract as ‘
if set forth in the text thereof. Capitalized terms used but not defined in this eXhlblt shall have the
meanings glven in the Purchase Contract.

1. Nondiscrimination; Penalties.

(a) Non Discrimination in Contracts. Bach Underwriter shall comply with the
provisions of Chapters 12B and 12C of the San Francisco Administrative Code. Each Underwriter
shall incorporate by reference in any subcontracts the provisions of Sections12B.2(a), 12B.2(c)-
(k), and 12C.3 of the San Francisco Administrative Code and shall require any subcontractors to
comply with such provisions. Each Underwriter is subject to the enforcement and penalty
prov181ons in Chapters 12B and 12C.

) Nondzscrzmmation in the Provision of Employee Benefits. San Francisco
Administrative Code 12B.2. Each Underwriter does not as of the date of this Purchase Contract,
and will not during the term of this Purchase Contract, in any of its operations in San Francisco,
on real property owned by San Francisco, or where work is being performed for the Cit elsewhere
in the United States, discriminate in the provision of employee benefits between employees with
domestic partners and employees with spouses and/or between the domestic partners and spouses
of such employees, subject to, the conditions set forth in San Francisco Adlmnlstra‘uve Code
Section12B 2.

(©) Condition to Contract. As a condition to the Purchase Contract, each Underwriter
shall execute the “Chapter 12B De’claration: Nondiscrimination in Contracts and Benefits” form
(form HRC-12B-101) with supporting documentation and secure the approval of the form by the
San Francisco Human nghts Commission.

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

3. Tropical Hardwood and Virgin Redwood Ban. Under San Francisco Environment
Code Section 804(b), the City urges each Underwriter not to import, purchase obtain, or use for
any purpose, any tropical hardwood, trop1ca1 hardwood wood product, virgin redwood or virgin
redwood wood product .

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

5. Compliance with Americans with Disabilities Act. Each Underwriter shall provide
the services specified in the Purchase Contract in a manner that complies with the Americans with
Disabilities Act (ADA), including but not limited to Title II’s program access reqmrements and
all other applicable federal, state and local disability rights legislation.

6. Sunshine Ordinance. Each Underwriter acknowledges that this Purchase Contract
and all records related to its formation, such Underwriter’s performance of services provided under
the Purchase Contract, and the City’s payment are subject to the California Public Records Act,
(California Government Code §6250 et. seq.), and the San Francisco Sunshine Ordinance, (San
Francisco Administrative Code- Chapter 67) Such records are SU.bJBCt to public inspection and
'"onvmf,z unless exempt [rom disclosure under federal, state or local law.

7. Limitations on Contributions. By executing this Purchase Contract, each
Underwriter acknowledges that it is familiar with section 1.126 of the City’s Campaign and
Governmental Conduct Code, which prohibits any person who contracts with the City for the
rendition of personal services, for the furnishing of any material, supplies or equipment, for the
sale or lease of any land or building, or for a grant, loan or loan guarantee, from making any
campaign contribution to (1) an individual holding a City- elective office if the contract must be
approved by the individual, a board on which that individual serves, or the board of a state agency
on which an appointee of that individual serves, (2) a candidate for the office held by such
1nd1V1dual or (3) a committee controlled by such individual, at any time from the commencement
of negot1at1ons for the contract until the later of either the termination of negotiations for such
contract or six months after the date the contract is approved. The prohibition on contributions
applies to each prospective party to the contract; each-member of each Underwriter’s board of
directors; each Underwriter’s chairperson, chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of mote than 20 percent in such
Underwriter; any subcontractor listed in the bid or contract; and any committee that is sponsored
or controlled by such Underwriter. Each Underwriter must inform each such person of the
limitation on contributions imposed by Section 1.126 and provide the names of the persons
required to be informed to City.

Q

8. Requiring Minimum Comgensatlon for Covered Employees. Each Underwriter
shall pay covered employees no less than the minimum compensation required by San Francisco
Administrative Code Chapter 12P. Each Underwriter is subject to the enforcement and penalty
prov1s1ons in Chapter 12P. By entering into this Purchase Contract, each Underwriter certifies that .
it is in compliance with Chapter 12P.

9. Requiring Health Benefits for Covered Employees. Bach Underwriter shall comply
with San Francisco Administrative Code Chapter 12Q. Each Underwriter shall choose and
“perform one of the Health Care Accountability options set forth in San Francisco Administrative
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Code Chapter 12Q.3. Each Underwriter is subject to the enforcement and penalty provlsrons in
Chapter 12Q.

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

1. N ondisclosure of Private, Proprietary or Confidential Information. If this Purchase
Contract requires the City to disclose “Private Information” to an Underwriter within the meaning
~ of San Francisco Administrative Code Chapter 12M, each Underwriter shall use such information
consistent with the restrictions stated in Chapter 12M and in this Purchase Contract and only as
necessary in performing the services provided under the Purchase Contract. Each Underwriter is
subject to the enforcement and penalty provrsrons in Chapter 12M.

" In the performance of services prov1ded under the Purchase Contract each Underwriter
may have access to the City’s proprietary or confidential information, the disclosure of which to -
third parties may damage the City. If the City discloses proprietary or confidential information to
an Underwriter, such information must be held by such Underwriter in confidence and used only
in performing the Purchase Contract. Each Underwriter shall exercise the same standard of care
to protect such information. as a reasonably prudent contractor would use to protect its own
proprietary or confidential information. :

12.  Consideration of Criminal History-in Hiring and Employment Decisions. Each
Underwriter agrees to comply fully with and be bound by all of the provisions of Chapter 12T,
“City Contractor/Subcontractor Consideration of Criminal History in Hiring and Employment
Decisions,” of the San Francisco Administrative Code (“Chapter 12T”), including the remedies
provided, and implementing regulations, as may be amended from time to time. The provisions of
Chapter 12T are incorporated by reference and made a pait of this Purchase Contract. The text of
Chapter 12T is available on the web at http: //sfgov org/olse/fco. A partial listing of some of the
Underwriters’ obligations under Chapter 12T is set forth in this Section. Each Underwriter is

-required to comply with all of the applicable provisions of Chapter 12T, irrespective of the listing
of obligations in this Section. Capitalized terms used in this Section and not defined in this
Purchase Contract shall have the meanings assigned to such terms in Chapter 12T. . ‘

The reguirements of Chapter 12T shall only apply to an Underwriter’s operations to the

extent those operations are in furtherance of the performance of this Purchase Contract, shall apply

- only to applicants and employees who would be or are performing work in furtherance of this

* Purchase Contract, and shall apply when the physical location of the employment or prospective

employment of an individual is wholly or substantially within the City of San Francisco. Chapter

12T shall not apply when the application in a particular context would conflict with federal or state
law or with a requirement of a government agency implementing federal or state law.

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

15. Conflict of Interest. By entermg into the Purchase Contract, each Underwriter
certifies that it does not know of any fact which constitutes a violation of Section 15.103 of the
City’s Charter; Article II, Chapter 2 of City’s Campaign and Governmental Conduct Code; Title
G, Chapter 7 of the California Government Code (Section 87100 et seq.), or Title i, Division 4,
Chapter 1, Article 4 of the California Government Code (Section 1090 et seq.), and further agrees
promptly to notify the City if it becomes aware of any such fact durmg the term of this Purchase
Contract. °

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

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

18.  Cooperative Drafting. This Purchase Contract has been drafted through a
cooperative effort of the City and the Underwnters and all parties have had an opportunity to have
the Purchase Contract reviewed and revised by legal counsel. No party shall be considered the
drafter of this Purchase Contract, and no presumption or rule that an ambiguity shall be construed

against the party drafting the clause shall apply to the interpretation or enforcement of this
Purchase Contract. ;

19. Sugar-Sweetened Beverage Prohibition. Each Underwriter agrees that it will not
sell, prowde or otherwise distribute Sugar-Sweetened Beverages, as defined by San Francisco
Administrative Code Chapter 101, as part of its performance of this Purchase Contract

20. - First Source Hiring Program.. Each Underwriter must comply with all of the
. provisions of the First Source Hiring Program, Chapter 83 of the San Francisco Administrative
Code, that apply to this Purchase Contract, and each Underwriter is subject to the enforcement and
penalty provisions in Chapter 83.
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21.  Laws Incorporated by Reference. The full text of the laws listed in this Exhibit A,
including enforcement and penalty provisions, are incorporated into this Purchase Contract by .
reference. The full text of the San Francisco Municipal Code provisions incorporated by reference
in thlS Exhibit A are avaﬂable at www. sfgov org under ‘Open Gov.”
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EXHIBIT B

FORM OF OPINION OF CITY ATTORNEY

[LETTERHEAD OF CITY ATTORNEY]
, 2020

Port Commission of the City and County of San Francisco:
San Franc1sco California

r‘l T, :, 1
d‘{ﬁl Nicolaus & ‘VQIHD:‘.I‘V MeOrpordled

San Franc;1sco California 94104

Re: - Port Commission of the City and County of San Francisco Revenué
Bonds, Series 2020A (Non-AMT Tax-Exempt)

$ ____Port Commission of the City and County of San Fran01sco Revenue
Bonds, Series 2020B (Federally Taxable)

Ladies 'and Gentlemen:

This office has acted as counsel to the Port Commission of the City and County of San
Francisco (the “Commission”) in connection with the issuance and sale of the §__ principal
amount of the Port Commission of the City and County of San Francisco Revenue Bonds, Series
2020A (AMT Tax-Exempt) and the Series 2014 A principal amount of the Port Commission of the
City and County of San Francisco Revenue Bonds, Series 2020B (Federally Taxable) (collectively,
the “Bonds”). The Bonds are being issued pursuant to Section 9.107 of the Charter of the City (the
“Charter”), Chapter 43, Asticle XII (“Article XII”) of the City and County of San Francisco
Administrative Code, an Indenture of Trust, dated as of February 1, 2010 (the “Master Indenture™),
by and between the Commission and U.S. Bank National Ass001at10n as successor trustee (the
“Trustee™), as supplemented, including as supplemented by a Third Supplement to Indenture of
Trust, dated as February 1, 2020 (the “Third Supplemental Indenture” (together with the Master
Indenture, as previously supplemented, the, “Indenture”), Resolution No. duly adopted by
the Commission on_.___, 2019 (the “Commission Resolution”) and Resolution No. , duly
adopted by the Board of Supervisors of the City and County of San Francisco on , 2019,
and signed by Mayor London Breed on , 2020 (the “Board of Supervisors’ Resolution™).
Capitalized terms used herein and not otherwise defined shall have the meanings ascribed to
such terms in that certain Bond Purchase 'Contract, dated ., 2020 (the “Purchase
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Contract”), between the Commission and the  underwriters named therein (the
“Underwriters”), ‘

In such connection, we have reviewed such documents, certifications of officers of the
Commission and others, and such other agreements, instruments and documents, and such other
matters, as we deemed necessary for the purpose of delivering the opinions herein. Based upon
such examination and in reliance thereon, and our considerations of such questions of law as we
deemed necessary, we are of the opinion that: ‘

(1)  The Commission is a duly constituted public commission of the City and

County of San Francisco duly organized and validly existing pursuant to its Charter and
the Constitution and laws of the State, with full right, power, and authority to: (i) adopt the

" Resolutions; (ii) execute and deliver the Indenture, the Continuing Disclosure Certificate
. and the Purchase Contract; (ili) approve the Official Statement and authorize its
distribution by the Underwriters; (iv) sell and deliver the Bonds to the Underwriters as
provided in the Purchase Contract; and (v) carry out and consummate the other transactlons
contemplated by the Resolutions and the Purchase Confract. ‘

(2)  The Commission Resolution was duly adopted at a meeting of the-
Commission, duly called and held pursuant to law, with all the public notice required by
law and at which-a quorum was present and acting throughout each meeting: and the
Resolution is in full force and effect and has not been modified, amended or rescinded.

(3)  The Board of Supervisors’ Resolution was duly adopted at a meeting of the
Board of Supervisors, duly called and held pursuant to law, with all the public notice
required by law and at which a quoram was present and acting thronghout such meeting;
and the Board of Supervisors’ Resolution is in full force and effect and has not been
modified, amended or rescinded. .

4 To the best knowledge of the undersigned, except as otherwise disclosed in -
the Official Statement, neither the execution nor the delivery by the Commission of the
Indenture, the Continuing Disclosure Certificate or the Purchase Contract, the adoption of
the Resolutions, or the compliance by the Commission with such documents or
authorizations, or the consummation of the transactions contemplated by such documents
or the Official Statement conflicts with or constitutes a material breach of or default under
any applicable law or administrative regulation of the State or the United States, or any
other statute or administrative rule or regulation, judgment, decree, order, license, permit,
agreement or instrument to which the Commission is subject which breach, default or
conflict would have a material adverse effect on the ability of the Commission to repay the
Bonds or have a material adverse effect on the ability.of the Commission to perform its
obligations under the Indenture, the Contimiing Disclosure Certificate or the Purchase
Contract.

(5)  The Purchase Contract, the Indenture, and the Continuing Disclosure
Certificate have each been duly authorized, executed and delivered by the Commission and
constitute the valid, legal and binding agreements of the Commission, each enforceable in
accordance with its respective terms, except as enforcement thereof may be limited by
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bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium -
or other similar laws affecting enforcement of creditors' rights, by the application of
equitable principles if equitable remedies are sought and limitations on the enforcement of
legal remedies agalnst public agencies in the State

(6) Except as disclosed in the Ofﬂc1a1 Statement there is no action, suit,
proceedings, inquiry or investigation, at law or in equity, before or by any court, regulatory
agency, public board or body, pending or, to the best knowledge of the Commission,
threatened against the Commission affecting the existence of the Commission or the titles
of its officers to their respective offices or seeking to restrain or to enjoin the sale or
delivery of the Bonds, the application of the proceeds thereof in accordance with the
Indenture, or in any way contesting or affecting the validity or enforceability of the Bonds,
the Indenture or any action of the Commission contemplated by any of said documents, or
in any way contesting the completeness or accuracy of the Official Statement, or contesting
the powers of the Commission with respect to the Bonds or any action of the Commission
contemplated by any of such documents, nor to the knowledge of the Comrmssmn is there
any basis therefor.

(7)  Except as disclosed in the Official Statement, there is no action, suit,
proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory
agency, public board or body, pending or, to the best knowledge of the Commission,
threatened against the Commission in which a final adverse decision would materially and
adversely affect the operations of the Port.

This letter is furnished solely for the benefit of the above-addressed parties. This letter is
- not to be circulated, quoted or otherwise referred to or relied upon for any other purpose or by any
other person. This letter is not intended to, and may not, be relied upon by anyone other than the
above-addressees.

Very truly yours,
DENNIS J. HERRERA
City Attorney

Mark D. Blake
Deputy City Attorney
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EXHIBIT C

FORM OF SUPPLEMENTAL OPINION OF CO-BOND COUNSEL .

, 2020

Stifel, Nicolaus & Company, Incorporated
One Montgomery Street, 35% Floor
San Francisco, California 94104

280 Securities
575 Martket St, #3800
San Francisco, California 94105

U.S. Bank National Association -

One California Street, Suite 1000

" San Francisco, California 94111
Attention: Global Corporate Trust Services

SUPPLEMENTAL OPINION: $ Port Commission of the City and County of San
_Francisco Refunding Revenue Bonds, Series 2020A (Non-

AMT Tax-Exempt) o

$ Port Commission of the City and County of San
Francisco Revenue Bonds, Series 2020B (Federally
Taxable)

Ladies and Gentlemen:

We have acted as co-bond counsel to the Port Commission of the City and County of San
Francisco (the “Commission”) in connection with the issuance by the Commission of the captioned .
bonds (the “Bonds™). In such capacity, we have examined such law and such certified proceedings,

- certifications and other documents as we have deemed necessary to render this opinion.

The Bonds are issued pursuant to (1) Section 9.107 of the Charter of the City and County
of San Francisco and Chapter 43, Article XII of the San Francisco Administrative Code (together,
the “Bond Law”), (ii) an Indenture of Trust, dated as of February 1, 2010 (the “Master Indenture”),
by and between the Commission and U.S. Bank National Association as successor trustee (the
“Trustee”), as supplemented, including as supplemented by a Third Supplement to- Indenture of
Trust, dated as of February 1, 2020 (the “Third Supplemental Indenture’ and, together with the
Master Indenture, as previously supplemented, the “Indenture™), (iii) Resolution No. duly
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adopted by the Commission on ,2019 and (iv) Resolution No. , duly adopted by the
Board of Supervisors of the City and County of San Francisco on , 2019, and signed by
Mayor London Breed on ,2020. Under the Indenture, the City has pledged certain revenues

* (the “Revenues”) for the payment of principal, premium (if any), and interest on the Bonds when
due. .

In that connection, we have examined the Indenture, the Bond Purchase Contract, datéd

, 2020 (the “Purchase Contract”), by Stifel, Nicolaus & Company, Incorporated, as
representatwe of itself and 280 Securities, as underwriters, and accepted by the Commission, the
Bond Law and such certified proceedings and other papers as we deem necessary to render this
opinion. Capitalized terms used herein but not defined have the meaning given them in the
Purchase Contract. " ‘

As to questions of fact material to our opinion, we have relied upon representations of the
- Commission contained in the Indenture and the certified proceedings and certifications of public
offlcxals and others furnished to us without undertaking to verify the same by independent

ﬂﬂﬂﬂﬂﬂ

This opinion is being delivered in our capac1ty as co-bond counsel to the Commission and
not as counsel to any other addressee hereof.

Based upon our exarmnatmn we are-of the opmlon as of the date hereof, under existing
law that:

(1)  The statements contained.in the Official Statement under the captions
“TERMS OF THE SERIES 2020 BONDS,” “SECURITY AND. SOURCES OF
PAYMENT FOR THE SERIES 2020 BONDS,” “TAX MATTERS,” APPENDIX A —
“SUMMARY OF THE LEGAL DOCUMENTS,” APPENDIX E - “PROPOSED FORM
OF LEGAL OPINIONS OF CO-BOND COUNSEL,” insofar as such statements purport
to summarize certain provisions of the Bond Law, the Bonds, the Indenture, and the final
approving opinion of Co-Bond Counsel with respect to the federal tax law treatment of
interest on the Bonds, are accurate in all material respects. -

(2)  The Bonds are not subj ect to the registration requirements of the Securities
Act of 1933, as amended, and the Indenture is exempt from qualification under the Trust
Indenture Act of 1939, as amended.

(3)  The Purchase Contract and the Continuing Disclosure Certificate have each
been duly authorized, executed and delivered by the Commission and constitute the valid,
legal and binding agreements of the Commission, each enforceable in accordance with its
respective terms, except as enforcement thereof may be limited by bankruptcy, insolvency,
reorganization, arrangement, fraudulent conveyance, moratorium or other similar laws
affecting enforcement of creditors’ rights, by the application of equitable principles if
equitable remedies are sought and limitations on the enforcement of legal remedies against
public agencies in the State.
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- This opinion is rendered solely for your benefit in connection with issuance of the Bonds
and may not be relied upon, used, circulated, quoted or referred to, nor any copies hereof be
delivered to, any other person without our prior written approval. We disclaim any obligation to
‘'supplement this letter to reflect any facts or circumstances that may hereafter come to our attention

or any changes in the law that may hereafter occur, and our engagement Wrth respect to this matter -
has terminated as of the date hereof.

[Co-Bond Counsel]
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“EXHIBIT D

FORM OF ISSUE PRICE CERTIFICATE FOR SERTES 2020A BONDS
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and the information contained herein are subject to completion or amendment, Under no circumstance shall this Preliminary Official Staternent constitule an

This Preliminary Official Statement

e unlawful,

offer to sell or a solicitation of an offer to buy, nor shall there

be any sale of these securities in apy jorisdiction in which such offer, soliciration or sale would b

NRF DRAFT 10/08/19
PRLLHVHNARY OFFICIAL STATEMENT DATED MARCH __-, 2020

NEW ISSUE—BOOK-ENTRY ONLY ' : A S&P: «“_»
R ' . Moody’s “,._”
Fitch «_»

See “RATINGS” herein

In the opinion of Jones Hall, A Professional Law Corporation and Amira Jackmon, Attorney ét Law, Co-Bond Counsel,

" Co-Bond Counsel, subject, however, to certain qualifications described herein, under existing law, the interest on the Series

2020A Bonds is excluded from gross income for federal income tax purposes, except during any period while a Series 2020A
Bond is held by a “substantial user” of the facilities financed by the Series 2020 Bonds or by a “related person™ within the
meaning of Section 147(a) of the Internal Revenue Code of 1986, and is not an item of tax preference for purposes of the

- federal glternative minimum tax.. The interest on the Series 2020B Bonds is not intended by the Port Commission to be

excluded from gross income for federal income tax purposes. In the further opinion of Co-Bond Counsel, interest on the

Series 2020 Bonds is, under existing law, exempt from personal income taxation imposed by the State of Caltfornza See
“TAX MATTERS.”

PORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO
$ o S .
REFUNDING REVENUE BONDS - REFUNDING REVENUE BONDS
i TR SERIES 2020A. - :  SERIES 2020B
"PORT_ " (NON-AMT TAX-EXEMPT) : (FEDERALLY TAXABLE)
Dated: Date of Delivery . Due: , as shown on the inside cover

The Port Commission of the City and County of San Francisco Refunding Revenne Bonds, Series 2020A (Non-AMT
Tax-Exempt) (the “Series 2020A Bonds™) and Sexies 2020B (Federally Taxable) (the “Series 2020B Bonds” and, together
with the Series 2020A Bonds, the “Series 2020 Bonds™) are being issued by the Port Commission of the City and County of
San Francisco (the “Port Commission”) pursuant to the Charter of the City and County of San Francisco (the “City”) and an
Indenture of Trust, dated as of February 1, 2010 (the “Master Indenture”), between the Port Commission and U.S. Bank
National Association (the “Trustee”), as amended and supplemented, including by a First Supplement to the Indenture of
Trust, dated as of February 1, 2010, a Second Supplement to Indenture of Trust; dated as of May 1, 2014 (the “Second
Supplemental Indenture”) and a Third Supplement to Indenture of Trust, dated as of February 1, 2020 (the “Third
Supplemental Indenture” and, together with the Master Indenture as amended, the “Indenture”). The Series 2020 Bonds are
being issued to provide funds to: (i) refund all of the outstanding Port Commission of the City and County of San Francisco
Revenue Bonds, Series 2010A and Series 2010B (collectively, the “Refunded Bonds™), which are currently outstanding in the

aggregate principal amount of [$29,865,000], and (ii) pay certain costs of issuing the Series 2020 Bonds. See “ES’I'.IMATED
SOURCES AND USES OF FUNDS.” .

Interest on the Series 2020 Bonds will be payable on March 1 and September 1 of each year commencing September 1,
2020 (each, an “Interest Payment Date™), until their respective stated matuority dates. A maturity schedule with interest rates,
yields and other information on the Series 2020 Bonds is on the inside cover page. The Trustee will pay interest to the person
in whose name each Bond is registered in the registration books maintained by the Trustee a$ of the close of business on the’
fifteenth day of the month preceding each Interest Payment Date (the “Record Date”), whether or not such fifteenth day is a
Business Day. The Series 2020 Bonds will be issued only as fully registered bonds without coupons and when issued will be
registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”), to
which payments of principal of and interest on the Series 2020 Bonds will be made. Individual purchases of the Series 2020
Bonds will be made in book-entry form only, in denominations of $5,000 or any integral multiple thereof. Beneficial Owners
of the Series 2020 Bonds will not receive physical delivery of bond certificates. Payment of principal of and interest on the
Series 2020 Bonds will be payable by the Trustee, as paying agent, to DTC. DTC. will remit such principal and interest
payments to its participants, which will be responsible for remittance to the Beneficial Owners of the Series 2020 Bonds. See
APPENDIX C — “BOOK-ENTRY SYSTEM.” -

The Senes 2020A Bonds are subject to optional and mandatory sinking fund redemption prior to maturlty as described
herein. See “TERMS OF THE SERIES 2020 BONDS - Redemption Provisions.”

The Series 2020B Bonds are subject to mandatory smkmg fund redemption but are not subject to 0pnonal redemption
prior to maturity,
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The Series 2020 Bonds are special, limited obligations of the Port Commission secured by and payable solely from Net
Revenue (as defined herein) of the Port Commission and from moneys held in certain funds and accounts established
pursuant to the Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS.” The

"Series 2020 Bonds are not a debt or obligation of the City, the State of California (the “State”) or any political subdivision
thereof (other than the Port Commission payable solely from Net Revenue). Neither the credit nor the taxing power of the
City, the State or any political subdivision thereof is pledged to pay the principal of and interest on the Series 2020 Bonds.
No Holder of a Bond may compel the exercise of the taxing power of the City, the State or any political subdivision thereof
to pay principal of the Series 2020 Bonds or the interest thereon. The Port Commission has no taxing power. The Series

2020 Bonds are not secured by a lien on any Port property (other than the Port’s Net Revenue) See “CERTAIN RISK
FACTORS.”

This Cover Page contains certain information for quick reference only. Investors must read the entire official
statement to obtain information essential to the making of an informed investment decision.

The Series 2020 Bonds are offered when,. as, and if issued by the Port Commission and aécepted by the Underwriters,
subject to approval of legality by Jones Hall, A Professional Law Corporation, San Francisco, California, and Amira
‘Jackmon, Attorney at Law, Berkeley, California. Certain legal matters will be passed upon for the Port Commission by
Norton Rose Fulbright US LLP, Los Angeles, California, Disclosure Counsel, and the City Attorney of the City and County
of San Francisco, and for the Underwriters by their counsel, : . Itis expected that the Series 2020 Bonds will be
available for delivery in book—entry form through the facilities of DTC in New York, New York, on or about February __,
2020.

Stifel, Nicolaus & Company, Inc. - 280 Securities LL.C
The date of this Official Statement is , 2020,
74264678.6 . ‘ .
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MATURITY SCHEDULE

Series 2020A Bonds
(Non-AMT Tax-Exempt)
(Base CUSIPt Number: [797679])
$___ SerialBonds
. Maturity Principal Inter-esf '
(March 1) Amount Rate Yield Price CUSIP! Suffix
$ % Term Bond Due 1,20__ Yield — % Price — CUSiPT: 797679 __
Series 2020B Bonds
(Federally Taxable)
(Base CUSIPT Number: [7976797])
- % Serial Bonds
Maturity Principal Interest
(March 1) Amount Rate Yield Price CUSIP! Suffix
$ % Term Bond bue 1,20__ Yield - % Price - CUSIP!: 797679
$ % Term Bond Due 1,20__ Yield - % Price — __CUSIP*: 797679 ___

.t CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global
Services (CGS), managed by Standard & Poor's Financial Services LLC on behalf of The American Bankers Association.
This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Services. CUSIP
numbers have been assigned by an independent company not affiliated with the City and are included solely for the
convenience of investors. None of the City, the Underwriters, or the Co-Municipal Advisors are responsible for the
selection or uses of these CUSIP numbers, and no representation is made as to their correctness on the Series 2020 Bonds or
as included herein. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Series -
2020 Bonds as a result of various subsequent actions including, but not limited to, refunding in whole or in part as a result of
the procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all
or a portion of the Series 2020 Bonds. .

T4264678.6
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No dealer, broker, salesperson or other person has been authorized to give any information or to make any
representations other than those contained in this Official Staternent and, if given or made, such other information or
representations must not be relied upon as having been authorized. This Official Statement does not constitute an
offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the Series 2020 Bonds by a person in
any _]UrlsdlCthIl in which it is unlawful for such person to make such an offer, solicitation or sale.

The information set forth herein has been obtained from the Port Commission, the City and other sources which are
believed to be reliable.” The information and expressions of opinion herein are subject to change without notice and
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the Port Commission or the City since the date hereof. -
This Official Statement is not to be construed as a contract with the purchaser or purchasers of the Series 2020
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,

whether or not expressly so described herein, are intended solely as such and are mot to be construed as
representations of facts.

The City and the Port Commission each maintains a website and issues from time to time a variety of reports and
otfier information. The information presented on such websites and otherwise issued is not incorporated by

reference as part of this Official Statement and should not be relied upon in making investment decisions with

respect to the Series 2020 Bonds. Various other websites, reports and other lnformatlon referred to in this Official

Statement also are not mcorporated herein by such references.

The Undérwriters have provided the foLowmg sentence for inclusion in this Official Statement. The Underwriters
have reviewed the information in this Official Statement in accordance with, and as part of, its. responsibility to
investors under the federal securities laws as applied to the facts and circumstances of this transacnon but the
Underwriters do not guarantee the accuracy or completeness of such information.

N CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE SERIES 2020
BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITERS'
MAY OFFER AND SELL THE SERIES 2020 BONDS TO CERTAIN DEALERS, INSTITUTIONAL
INVESTORS AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED ON
~'THE INSIDE COVER HEREOF, AND SAID PUBLIC OFFERING PRICES MAY BE' CHANGED FROM TIME
 TO TIME BY THE UNDERWRITERS.

FORWARD-LOOKING STATEMENTS

CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT HISTORICAL
FACTS BUT FORECASTS AND “PORWARD-LOOKING -STATEMENTS.” ALL FORWARD-LOOKING
‘STATEMENTS ARE PREDICTIONS AND ARE SUBJECT TO KNOWN AND UNKNOWN RISKS AND
UNCERTAINTIES. NO ASSURANCE CAN BE GIVEN THAT THE FUTURE RESULTS DISCUSSED
HEREIN WILL BE ACHIEVED, AND ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE
FORECASTS DESCRIBED HEREIN. IN THIS RESPECT, THE WORDS “ESTIMATE,” “PROJECT,”
“ANTICIPATE,” “BEXPECT,” “INTEND,” “BELIEVE” AND SIMILAR EXPRESSIONS ARE INTENDED TO
IDENTIFY FORWARD-LOOKING STATEMENTS. ALL PROJECTIONS, FORECASTS, ASSUMPTIONS,
EXPRESSICNS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING STATEMENTS ARE
EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THIS AND OTHER CAUTIONARY STATEMENTS SET
FORTH IN THIS OFFICIAL STATEMENT. GIVEN THEIR UNCERTAINTY, INVESTORS ARE CAUTIONED
NOT TO PLACE UNDUE RELIANCE ON SUCH STATEMENTS.

T4264678.6-
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. PORT OF SAN FRANCISCO

[insert map]
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Kimbexly Brandon, President
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Gail Gilman, Commissioner
Victor G. Makras, Commissioner
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Elaine Forbes, Execuz;ive Director
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MAYOR .
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Norman Yee, Board President, District 7

Sandra Lee Fewer, District 1 ) . Matt Haney, District 6
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Denriis Ht_arrera
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OTHER CI’I"Y AND COUNTY OFFiCIALS
Naomi M. Kelly, City Administrator

Ben Rosenfield, Controller
Anna Van Degna, Director of Public Finance

SPECIAL SERVICES
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" OFFICIAL STATEMENT.

PORT COMMISSION OF THE
) CITY AND COUNTY OF SAN FRANCISCO
. - o $ * . . $ * '
REFUNDING REVENUE BONDS REFUNDING REVENUE BONDS
SERIES 2020A ’ : - . SERIES 20208
{(Non-AMT TAX-EXEMPT) C (FEDERALLY TAXABLE)

INTRODUCTION

This Introduction is subject in all respects to the more complete information contained elsewhere in this
Official Statement, including the Appendices attached hereto. Unless otherwise defined below, all capitalized terms
used in this Official Statement shall have the meanings ascribed thereto in the Indenture (as defined below),

General

This Official Statement is furnished in connection with the offering of $ * aggregate principal
amount of the Port Commission of the City and County of San Francisco Revenue Refunding Bonds, Series 2020A
Non-AMT Tax-Exempt) (the “Series 2020A Bonds™) and the Port Commission of the City and County of San
Francisco Révenue Refunding Bonds, Series 2020B (Federally Taxable) (the “Series 20208 Bonds and, together

_ with the Series 2020A Bonds, the “Series 2020 Bonds” or the “Bonds”). The Series 2020 Bonds are being issued to
provide funds to: (i) refund all of the outstanding Port Commission of the City and County of San Francisco

. Revenue Bonds, Series 2010A and Series 2010B (collectively, the “Refunded Bonds™), which are cumrently

outstanding in the aggregate principal amount of [$29,865,000], and (ii) pay certam costs of issuing the Series 2020
Bonds. See “ESTIMATED.SOURCES AND USES OFFUNDS.”

The Port Commission

The Port Commission of the City and County of San Francisco (the “Port Commission™) is a self-
supporting enterprise department of the City and County of San Francisco (the “City”). The geographic boundaries
and jurisdiction of the Port of San Francisco (the “Port”) consists of seven and one half miles of waterfront adjacent -
to San Francisco Bay. In 1969, the State of California (the “State™) transferred the Port to the City to be held in trust
for the people of the State. The Port is governed by a five-member commission and is managed as a self-supporting
enterprise department of the City. The term “Port Commission” is sometimes used in this Official Statement to-refer
to this commission as well as to the Port as a legal entity, and the term “Port” is sometimes used to refer to the

- enterprise governed by the Port Commission and its operations or to the Port Area (defined below) and the land and
facilities therein; however, in each case the meaning of such ferms depends upon the context in which used.

The term “Port Area” is defined under the Tndenture as all real and personal property owned, controlled of
operated by the Port Commission, or over which the Port Commission has management, supervision or coxitrol, or is
deemed by the Port Commission to be a benefit to the Port Area. See “CERTAIN RISK FACTORS — Burton Act. -
and Transfer Agreement.” The Port Area consists of seven and one-half miles of waterfront property adjacent to the -
San Francisco Bay, from Hyde Street Pier in the north to India Basin in the south, including more than 834 acres
consisting of 629 acres of landside property and 205 acres of waterside property, The Port’s waterfront property is
adjacent to the natural harbor of San Francisco Bay with channel and berth depths of up to 40 feet that can
accommodate larger ships. :

* * Preliminary, subject to change.
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Port Commission Revenue

" The Port Commission’s revenue is derived primarily from leases of Port property to commercial, ‘industrial
. and maritime enterpnses and from maritime operations, including cargo, fishing, harbor services, cruise and other
maritime activities. The Port Commission is the landlord under approximately 572 ground, commercial, retai,
office, industrial and maritime industrial leases, including ground leases of many internationally recognized
landmarks such as Fisherman’s Wharf, Pier 39, The Exploratorium, the Ferry Building, and Oracle Park (home of
the San Francisco Giants baseball team). The Port is different from most municipal seaport enterprises in that a
majority of its revenue is derived from real estate operations (approximately 73%) and only a minority of its -
Tevenues (apprommately 21%) is derived from maritime operahons The Port Commission has no taxing power '

The Port Commission’s financial operauons are included as a part of the City’s budget and financial -
reporting but is separately accounted for as a City enterprise operation. Additional information concerning the Port
Commission’s organization and finances is set forth herein under “THE PORT OF SAN FRANCISCO,” “PORT
COMMISSION FINANCIAL OPERATIONS” and in APPENDIX B - “FINANCIAL: STATEMENTS . AND
INDEPENDENT AUDITOR’S REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2019.” '

Authority for Issuance

. The Series 2020 Bonds are being issued pursuant to Section 9.107 of the Charter of the City (the
“f‘hurt/ar”\ Chapter 43, AJ‘;}CI& (T (“Article XIT™) ¢ of the Cﬂ:ﬂ and County of San Francisco Administrative Code
(the “Adminisirative Lode ") and an Indenture of Trust, dated as of February I, 2010 (the “Master Indenture™),
between the Port Commission and U.S. Bank National Association (the “Trustee™), as successor trustee to Deutsche
Bank National Trust Company, as amended and supplemented by a First Supplement to Indenture of Trust, dated as
of February 1, 2010, between the Port Commission and the Trustee (the “First Supplemental Indenture”), a Second
Supplement to Indenture of Trust, dated as of May 1, 2014 (the “Second Supplemental Indenture”) and a Third
Supplement to Indenture of Trust, dated as of February 1, 2020 (the “Third Supplemental Indenture” and, together
with the Master Indenturs, the First Supplemental Indenture and the Second Supplemental Indenture, the
“Indenture”), and a resolution of the Port Commission adopted on October 8, 2019. The Board of Supervisors of the

City and County of San Francisco (the “Board of Supervisors’ ) approved the i issnance of the Series 2020 Bonds by
resolution adopted on December __, 20'19. '

The Bonds

The Series 2020 Bonds will be issued and delivered as one fully-registered Bond for each maturity shown
on the inside cover hereof. The Series 2020 Bonds will be delivered in denominations of $5,000 or an integral
maltiple thereof. Interest on the Series 2020 Bonds will be payable on each March 1 and September 1, commencing
September 1, 2020, so long as any Series 2020 Bonds are outstanding (each an “Interest Payment Date”). Interest
. on the Series 2020 Bonds will be computed on the basis of a 360-day year comprised of twelve 30-day months,
Interest on the Series 2020 Bonds will accrue from the date of delivery thereof at the rates per annum set forth on the
inside cover of this Official Statement. See “TERMS OF THE SERIES 2020 BONDS.”

Parity Bonds

The Port Commission has previously issued $36.65 million in aggregate initial principal amount of its
Series 2010 Bonds, currently outstanding in the aggregate principal amount of $29.87 million, and $22.68 million in
aggregate initial principal amount of its Series 2014 Bonds, currently outstanding in the aggregate principal amount
of $20.28 million. Following the issuance of the Series 2020 Bonds, which will result in the defeasance and
redemption of the Series 2010 Bonds, the only bonds that will be secured by and payable from Net Revenue on a
parity with the Series 2020 Bonds (the “Parity Bonds™) will be the Series 2014 Bonds. The Port Commission
currently has no other obligations outstanding that would be on a parity with the Series 2014 Bonds and the Series
2020 Bonds. In the past five fiscal years, debt service coverage on outstanding Parity Bonds averaged ____ times.
See PORT COMMISSION FINANCIAL OPERATIONS — Historical Debt Service Coverage.”
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The Port’s current Ten-Year Capital Plan (as defined herein) states that 'no revenue bond issuances are
planned in the 10-year window of the Capital Plan, however, such plans are subject to change. See “PORT
CAPITAL PLAN AND DEVELOPMENT STRATEGY ~ Ten-Year Capltal Plan.”

Sources of Payment for the Bonds -

The Indenture provides that the Series 2020 Bonds will be payable as to principal, premjum, if any, and
interest exclusively from, and will be secured by a pledge of, first lien on and security interest in Net Revenue. “Net
Revenue” is defined under the Indenture to mean Revenue (as defined below) less Operation and Maintenance
Expenses (as definéd below). Under the Indenture, for the benefit of the Bondholders, the Port Commission also
grants a first lien on and security interest in, armounis on deposit from time to time in the Funds and Accounts
created pursuant to the Indenture, subject to the provisions of the Indenture and any Supplemental Indenture
‘perruitting the application of such amounts for the purposes and on the terms and conditions set forth in the
Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS.”

The Series 2020 Bonds will not be secured by any reserve fund.

Limited Obhgatlons

The Series 2020 Bonds are spec1a1 limited obligations of the Port Commission secured by and payable
solely from Net Revenue (as defined herein) of the Port Commission and from moneys held in certain funds and
accounts established pursuant to the Indenture. The Series 2020 Bonds are not a debt or obligation of the City, the -

_State or any political subdivision thereof (other than the Port Commission payable sclely from Net Revenue).
Neither the credit nor the taxing power of the City, the State or any political subdivision thereof is pledged to pay
the principal of and interest on the Series 2020 Bonds. No Holder of a Series 2020 Bond may compel the exercise
of the taxing power of the City, the State or any political subdivision thereof to pay principal of the Series 2020
Bonds or the interest thereon. The Port Comumission has no taxing power. The Series 2020 Bonds are not secured by
a lien on any Port property (other than the Port’s Net Revenue). The Port’s Net Revenues are derived mainly from
rents and usage fees, reduced by Port operating and maintenance expenses, as described herein.

- Continning Disclosure

The Port Commission has agreed. to provide, with respect to the Series 2020 Bonds, or cause to be
provided, to the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access system (the
“EMMA System”), certain annual financial information and operating data relating to the Port Commission and, in a -
" timely manner, notice of certain events. These covenants have been made in order to assist the Underwriters in
complying with Rule 15c2-12, as amended (the “Rule 15¢2-12”") adopted by the U.S. Securities and Exchange
Commission (the “SEC”) under the Securmes Exchange Act of 1934, as amended. See “CONTINUING
DISCLOSURE.” . , .

Additio’nai Information

Brief descriptions of the Bonds, the Indenture, the security and sources of payment for the Series 2020 -
Bonds, the Net Revenue, the Port Commission and certain other information are included in this Official Statement.
Such descriptions and information do not purport to be comprehensive or definitive and are qualified in their entirety
by reference to the forms thereof and the information with tespect thereto included in the Bonds and the Indentuze.
Additional information regarding such reports, the Indenture or other documents relating to the Series 2020 Bonds
or this Official Statement may be obtained by contacting the Manager of Communications, Port of San' Francisco,
Pier 1, San Francisco, CA 94111; Telephone (415) 274-0400. The Port’s website is'www.sfport.com. Information
found on the website is not incorporated herein by reference. Copies of the Indenture are also available for
inspection at the principal corporate trust office of the Trustee.
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* TERMS OF THE SERIES 2020 BONDS

General

The Series 2020 Bonds will be issued and delivered as one fully-registered Bond for each maturity shown
on the inside cover hereof. The Series 2020 Bonds will be delivered in denominations of $5,000 or an integral
multiple thereof. Interest on the Series 2020 Bonds will be payable on each March 1 and September 1, commencing -
September 1, 2020, so long as any Series 2020 Bonds are outstanding (each an “Interest Paymert Date™). Interest
on the Series 2020 Bonds will be computed on the basis of a 360-day year comprised of twelve 30-day months.
Interest on the Series 2020 Bonds will accrue from the date of delivery thereof at the rates per annum set forth on the
inside cover of this Official Statement. The principal of the Series 2020 Bonds will be payable, subject to

redemption, as described below, on the dates and in the principal amounts set forth on the inside cover of this
Official Statement.

Bool;-Enﬁ‘y Systefn

The Series 2020 Bonds, when issued, will be registered in the name of Cede & Co., as registered owner and
nominee of The Depository Trust:Company, New York, New York (“DTC,” together with any successor securities
depository, the “Securities Depository™). DTC-will act as initial Securities Depository for the Serjes 2020 Bonds.
Purchases of the Series 2020 Bonds will be made in book-entry form. Purchasers will not receive a certificate
representing their beneficial owiership interest in the Series 2020 Bonds. So long as Cede & Co. is the registered
owner of the Series 2020 Bonds, as nominee of DTC, referenices herein to the Bondholders, holders or regisiered -
owners of the Series 2020 Bonds will mean Cede & Co., and will not mean the Participant$ or “Beneficial Owners™ .
of the Series 2020 Bonds. In this Official Statement, the term “Béneficial Owner” will- mean the person for Whom a’
Participant (as defined herein) acquires an interest in the Series 2020 Bonds.

So leng as Cede & Co. is the registered owner of the Series 2020 Bonds, all payments of pﬁncipal,
premivm-(if any) and interest on the Series 2020 Bonds will be payable by wire transfer of same day funds by the
Trustee to Cede & Co., as nominee of DTC as the sole registered owner of the Series 2020 Bonds. DTC and its

Participants are solely responsfble for any subsequent payments to the Beneficial Owners. See APPENDIX C —
“BOOK ENTRY SYSTEM.” 4

Redemptlon Provisions*

Optional Redemption of Series 2020A Bonds. The Series 2020A Bonds scheduled to mature on or before
Marth 1, 20__ are not subject to optional redemption prior to matunty The Series 2020A Bonds maturing on or
after March 1, ___ shall be subject to redemption as a whole or in part among such maturities as designated by the
Port Commission ( (and by lot within any one maturity) prior to their respective maturity dates, at the option of the
Port Commission, on any date on or after March 1, -, from funds derived by the Port Commission from any
legally available source, at redemption prices equal to the principal amount to be redeemed, together with interest
. accrued thereon to the date of redemption, without premium, -

No 0ptwnal Redemption of Series 2020B Bonds The Series 2020B Bonds are not subject optional
redemption prior to their matunty

Manda;ory Sznktrg Fund Redemption of Ser.es 20204 Bonds. The Series 2020A Bonds maturing on

1, 20__ are subject to redemptlon prior to their stated maturity date in part, by lot, from mandatory sinking
fund payments, at a redemption price equal to the principal amount thereof, w1thout premmm, plus accrued interest
thereon, on March 1 in each of the years in the following amounts:

* Preliminary, subject to change.
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Mandatory Si,nkilig

Fund Payment Date ‘Si,nking Fund
March 1 : Payment
* Maturity

Mandatory Sinking Fund Redemption of Series 2020B Bonds. The Series 2020B Bonds (the “Series
2020B Term Bonds”) maturing on __~_, 20__ shall also be subject to mandatory redemption in part by lot prior to
their maturity date, on March 1, commencmg on the dates specified below, solely from money which has been
deposited into the Series 2020 Principal Account in amounts and upon the dates hereby established for such Series
2020B Term Bonds, as follows:

Mandatory Sinking i ’ .
Fund Payment Date Sinking Fund
March 1 Payment
* Maturity
The Series 20208 Bonds méturing on , 20__ shall also be subject to mandatory redemption in part by

1ot prior to their maturity date, on March 1, commencing on the dates specified below, solely from money which has
been deposited into the Series 2020 Principal Account in amounts and upon the dates hereby established for such
Series 2020B Term Bonds, asfollows:

Mandatory Sinking

Fund Payment Date " Sinking Fund
March 1 ' Payment
. * Maturity

Notice of Redemption. The Trustee is required to send a notice of redemption to the Owners of the Series -
2020 Bonds selected for redemption not less than 30 nor more than 60 days prior to the date set for redemption by
first class mail or electronic mail, as appropriate (i) with respect to each Series 2020 Bond to be redeemed, to the
Holder of such Series 2020 Bond at his or her address as it appears on the records maintained by the Registrar, and
(ii) to any information services of national recognition which disseminate redemption information with respect to
municipal securities (corrently the EMMA System of the Municipal Securities Rulemaking Board), as directed by
the Port Commission. However, so long as any Series 2020 Bonds are in book-entry form through the facilities of
DTC, notice of redemption wil}' be provided to Cede & Co., as the registered owner of the Series 2020 Bonds, and
not directly to the Owners. If less than all Series 2020 Bonds of a Series are to be redeemed, the Series 2020 Bonds
-"to be redeemed will be identified by reference to the Series designation, date of issue, serial numbers and maturity
dates. Bach notice of redemption will specify: (i) the date of such notice and the date fixed for redemption, (ii) the
" principal amount of Sexies 2020 Bonds or portions thereof to be redeemed, (iii) the applicable redemption price,
(iv) the place or places of payment, (v) that payment of the principal amount and premium, if any, will be made
upon presentation and surrender to the Trustee of the Series 2020 Bonds to be redeemed, (vi) that interest accrued to
the date fixed for redemption will be paid as specified in such notice, (vii) that on and after said date interest on the
Series 2020 Bonds called for redemption will cease to accrue, and (viii) the designation, including Series, and the
CUSIP and serial numbers, if any, of the Series 2020 Bonds to be redeemed and, if Jess than the face amount of any
such Series 2020 Bond is to be redeemed, the Principal Amount-to be redeemed.. Neither the failure to receive any
redemption notice nor any defect in such redemptlon notice so given will affect the sufficiency of the proceedings
for such redemption of the Series 2020 Bonds
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Requirements of Optional Redemption. The Port Commission will deposit with, or otherwise make
available to, the Trustee the moneys required for payment of the redemption price of all Series 2020A Bonds then to
be called for redemption at least one Business Day before the date fixed for such redemption. The Indenture permits
delivery of a notice of redemption that is conditional on receipt of funds. Any notice of redemption may be
cancelled and annulled if for any reason funds are not available on the date fixed for redemption for the payment in
full of the Series 2020A Bonds then called for redemption, and such cancellanon does not constitute an Event of

Default under the Indenture,

Effect of Notice of Redemption. When a notice of redemption has been duly given as provided in the
Indenture and sufficient moneys for the redemption of the Series 2020A Bonds selected for redemption, together
. with accrued interest to such redemption date are held by the Trustee; then, from and after such redemption date,
interest on the Series 2020A Bonds selected for redemption will cease to accrue, and all such Series 2020A Bonds
will cease to be entitled to any benefit or security under the Indenture, except for the right of the Owners to receive

. payment of the redemption pnce thereof.

PLAN OF REFUNDING
[TO COME]
ESTIMATED SOURCES AND USES OF FUNDS

Proceeds of the Series 2020 Bonds are expected to be applied approximately as st forth beloW:

Series 2020A Series 2020B .
(Non-AMT Tax-Exempt) (Federally Taxable) " Total®
Sources : - ) ‘ .
_Par Amount $ $ %
Plus [Net] Premium/Discount  ° ) _ .
"Total Sources of Funds : " $ , 8 ‘ -3
Uses ‘
Deposit to Escrow Fund $ : 3 _ ' $
Deposit to Delivery Costs Fund A : L
Underwriters’ Discount : 3 - $ 3
Total Uses of Funds ‘
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DEBT SERVICE SCHEDULE

Set forth below are the annual principal, interest and total debt service raquxrements for the Senes 2020 Bonds, the Series 2014 Bonds, and subordinate obhga‘uons of the
Port Commission, assuming scheduled maturmes and no optional redemptions:

Serxes ZOZOA Bonds Series 2020B Bonds ’ -
Fiscal Year Series 2014 . . - Total Parity Subordinate ~ Total Debt
IEndmg June 30 Bonds Principal’ Interest Principal Interest Bonds ‘Obligations® Seivice®

2019 . $1,329,681 ‘ ‘ $2,965,348 :
2020 . 1,327,981 . : 2,962,248
2021 - 1,329,181 ’ . ) . 2,966,598
2022 1,330,181 ’ ) ’ . ’ 2,962,598
2023 1,330,381 - , ‘ 2,965,598
2024 1,329,631 o 2,225,098
2025 1,327,631 . . ) 2,228,098
2026 1,329,381 s . . 2,224,098
2027 1,329,631 S . ) . 2,223,348
2028 1,328,381, : 2,223,460
2029 - 1,330,631 ' : . I 2,226,176
2030 . 1,331,131 ) . o 1,964,575
2031 - 1,329,881 ‘ - . : 1,992,075
2032 1,329,481 . : : : - 1,991,950
2033 1,327,881 : : - 1,993,938
2034 1,330,081 ’ , ' . 1,992,775

. 2035 : 1,330,881 - . ' 1,991,525
2036 1,330,281 o 4 y o 1,994,063
2037 1,327,125 ) : . 1,989,725 |
2038 1,327,525 . . o : 1,992,275
2039 1,331,275 . o o 1,991,500
2040 1,328,169 ' . . » : 1,993,500
2041 : 1,328,413 o ] , - - 1,991,500
2042 1,331,800 ’ : ' : _ 1,995,500
2043 1,328,125 . ' 1,995,000
2044 1,327,594 . -
2045 - B : o
2046 - : L : _
2047 . - ) - . . -
2048 _ . » _ L 4 | -

TOTAL® $34,562,334 : " o i ) $68,320,907

O Consists of certain long-term obligations of the Port Commission that are sécured and payable on a subordinate basis to the Series 2020 Bonds, the Series 2014 Bonds and the Senes 2010 Bonds.
* See “SECURITY AND SOURCES OF PAYMENT FOR THE 2020 BONDS - Additional Bonds and Other Obligations.”
@ Totals may not add up due to independent rounding of individual components. .
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SECURITY AND SOURCES OF PAYMENT FOR THE SERTES 2020 BONDS

~ Pledge of Net Revenue Under the Indenture

The Series 2020 Bonds are special, limited obligations of the Port Commission secured by and payable
solely from Net Revenue (as defined herein) of the Port Commission and from moneys held in certain funds and
accounts established pursuant to the Indenture. The Series 2020 Bonds are not a debt or obligation of the City, the
State’ or any political subdivision thereof (other than the Port Commission payable solely from Net Revenue).
Neither the credit nor the taxing power of the City, the State or any political subdivision thereof is pledged to pay
the principal of and interest on the Series 2020 Bonds. ‘No Holder of a Series 2020 Bond may compel the exercise
of the taxing power of the City, the State or any political subdivision thereof to pay principal of the Series 2020
Bonds or the interest thereon. The Port Commission has no taxing power. The Series 2020 Bonds are not secured by
a 11en on any Port property (other than the Port’s Net Revenue).

The Indenture provides that the Series 2020 Bonds will be payable as to principal, premium, if any, and
int’erestcxclusively from, and will be secured by a pledge of, first lien on and security interest in Net Revenue. “Net
Revenue” is defined under the Indenture to mean Revenue (as defined below) less Operation and Maintenance
Expenses (as defined below). Under the Indenture, for the benefit of the Bondholders, the Port Commission also
- grants a first lien. on and security interest in, amounts on deposit from time to time in the Funds and Accounts
created pursuant 6 the Indenture, subject to the provisions of the Indenture and any Supplemental Indenture
permitting the application of such amounts for the purposes and on the terms and conditions set forth in the
Indenture. -

“Revenue is defined under the Indenture to include all revenue earned by the Port Commission from or
with respect to its management, supervision, operation and control of the Port Area, as determined in accordance
with generally accepted accounting principles, To the extent permitted by law and designated as Revenues in a
Supplemental Indenture, Revenue will include revenues available to the Port Commission from any infrastructure
financing district established pursuant to Chapter 2.8 of Part I of Division 2 of Title 5 of the Government Code of
the State of California or a similar law (“IFD Revenues™). Revenue will not include: (a) Special Facility Revenue
(as described herein) and any interest income or profit realized from the investment thereof, unless such receipts are
designated as Revenue by the Port Commission, (b) grants-in-aid, domiations and/or bequests, which by their terms
would be restricted to uses inconsistent with the purposes provided hereunder or (c) IFD Revenues unless
demgnated by the Port Commission as Revenues in a Supplemental Indenture.

Notwithstanding the foregoing, under the Indenture, Spccml Facilities Revenues and IFD Revenues are not’
1ncluded in the Revenues pledged to Bonds. The Port has formed infrastructure financing districts on property
within the Port’s jurisdiction and does not expect to. designate any IFD Revenues as Revenues for purposes of the
Indenture. See “PORT CAPITAL PLAN-AND DEVELOPMENT STRATEGY - Port Legislative Efforts.”

The Port~.Comlmission has designated three areas in its jurisdiction as-“Special Facilities”. See “-
Additional Bonds and Other Obligations — Special .Facilities and Special Facility Bonds” below and “PORT
CAPITAL PLAN AND DEVELOPMENT STRATEGY - Impact of Dissolution of Redevelopment Agencies.”

“Operation and Maintenance Expenses” is defined under the Indenture to mean, for any period, all
expenses of the Port Commission incurred for the operation and maintenance of the Port Area, as determined in
accordance with generally accepted accounting principles. Opeiation and Maintenance Expenses do not include: -
(a) the principa) of, premium, if any, or interest (including capitalized interest) on any Bonds, Subordinate Bonds,
general obligation bonds or certificates of participation issued by the City for Port Area purposes or other Port
Commission indebtedness; (b) any allowance for amortization, depreciation or obsolescence of the Port Area;
(c) any expense for which, or to the extent to which, the Port Commission is or will be paid or reimbursed from or
through any source that is not included or includable as Revenue, including, but not limited to, Special Facility
Revenue; (d) any extraordinary items arising from the early extinguishment of debt; (e) any costs, or charges made
therefor, for capital additions, replacements, betterments, extensions or improvements to the Port Area which, under -
generally accepted accounting principles, are properly chargeable to the capital account or any reserves for
depreciation; (f) any losses from the sale, abandonment, reclassification, revaluation or other disposition of any Port
Area properties; (g) items that are unusual or unrelated to the Port Cofnmission’s ordinary activities and would occur
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infrequently, including but not limited to litigation settlements or awards or other items not included in the annual
budget or non-cash items paid -over a number of years; (h) non-cash expenses ansmg from pension and post—
employment pension benefits; and (i) dredging costs.

Apphcatlon of Revenue Under the Charter and Indenture

“Under the Charter and the Indenture, all Revenue as received is required to be set aside and. deposited by -
the Treasurer of the City in the San Francisco Harbor Trust Fund (the “Enterprise Fund”). The Charter provides that
moneys in the Enterprise Fund will be applied by the City Treasurer for the following purposes in the following
order of priority: .

@ for the payment of maintenance and operating expenses, pension charges and proportionate
payments to such compensation and other insurance and accident reserve funds as the Port Comimission may
- establish or the Board of Supervisors may require;

2) for the payment of principal, interest, reserve funds, sinking funds, and other funds established for
- the benefit of -any forms of indebtedness issued or undertaken by or on behalf of the Port Commission for any
purpose authorized under the Charter, mcludmg, but not limited to, revenue bonds, general obligation bonds,
Infrastructure, Financing District bonds, certificates of participation, lease revenue bonds, commercial paper,
variable rate demand notes, auction rate securities, bond anticipation notes and other ev1dences of indebtedness;.

3) for capital mprovements to, and reconstruction and replacement of, the propernes .equipment and
" facilities of the harbor; and

(4) to establish a reserve, surplus or sinking fund for harbor operations, capital improvements;
reconstruction, and replacement of equipment or facilities used i in connection thereto as the Port Commlssmn may
estabhsh

In addition fo the priorities established under the Charter, the Indenture provides that moneys in the
Enterprise Fund will be applied by the Treasurer for the following purposes and in the following amounts and order -
of priority, each priority to be fully Satisfied before the next priority:

(1) Operatzon and Maintenance Expenses An amount equal to the Operation and Maintenance
Expenses as the same become due; :

(2) © Debt Servzce Fund Transfer. An amount equal to the requirements described below wﬂl be
transferred and applied by the Treasurer for the purposes described herein:

@) - first, to the Trustee for deposit in the Debt Service Fund, the amount necessary to make
all payments and deposits required to be made into the Debt Service Fund and the Reserve Fund with respect to the
payment of Bonds (as further described below) and the payment or reimbursement of a Credit Provider for
. Repayment Obligations to the extent provided in the Indenture or in the Supplemental Indentures with respect

thereto (in addition, if and to the extent provided for in any Supplemental Indenture anthorizing the issuance of a
Series of Bonds, Swap Payments may be paid directly out of, and Swap Receipts paid directly into, the account or
_accounts in the Debt Service Fund established with Tespect to such Series of Bonds); and

(i) second, to pay dn:ectly or to make all payments and deposits required to be made into any
funds and accounts created to pdy or secure the payment of the Principal Amount or purchase price of or interest or
redeniption premium on any Subordinate Bonds in the amounts and at the times required by the resolutions and -

: other agreements anthorizing the issnance and prov1dmg the terms and conditions thereof; and

“(3) General Purposes. 'Any amounts remaining after the applications pursuant to paragraphs (1) and
(2) above will be used for any lawful purpose of the Port Commission and in accordance with all relevant provisions
of the Charter. .

14264678.6
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Flow of Funds

The following is a graphic preséntation summarizing the flow of funds under the Charter and the Indenture
(as described above) for Port Revenue, The numbers indicate the order of priority in the flow of funds. The Port has
ot deposited any moneys into the Revenue Stabilization Fund to date, but may do so in the future.

Revenue —
San Francisco
Harbor Trust Fund

O&M‘Expenses
Net Revemie ‘ . Debt Service Fund Interest Account
(pledged) g (held by Trustee) B for Revenue Bonds
)
- T
_ Principal Account _
Capital Improvements for Revenue Bonds
. )
( © Reserve Find
4 Replenishment
. for Revenue Bonds*
Other lawful purposes i :
of the Port ’ - J
Commission® '
-
2 Subordinate
Bonds®
\_

* @ The Port Commission has certain cbligations that are secured and payable on'a subordinate basis to the Series 2020 Bonds
and the 2014 Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS — Additional
. Bondsand Other Obligations.” '
*The 2020 Bonds are not additionally secured by a Reserve Fund.
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 Permitted Investments

The Indenture provides that moneys in all funds and accounts held by the Trustee under the Indenture will
be invested upon receipt in Permitted Investments as directed by the Port Commission. For a summary of the
definition of Permitted Investments and information regarding the investment of moneys held in the various funds
and accounts” relafing to the Series 2020 Bonds. See APPENDIX D ~ “SUMMARY OF THE LEGAL
DOCUMENTS ~ THE MASTER INDENTURE -~ Funds — Investment of Moneys.” For information regarding the

.investment of moneys held in the various funds and accounts of the Port Commission, see “PORT COMMISSION
FINANCIAL OPERATIONS — Investment Policy and Investments.”

Covenant to Maintain Net Revenue

Under the Indenture, the Port Commission covenants that it will manage its business operatlons and
establish and at all times maintain rentals, rates, fees and charges for the use of the Port Area and for sexvices
rendered by the Port Commission in connection with the Port Area so that Net Revenue in each Fiscal Year will be
at least equal to 130% of Annual Debt Service for such Fiscal Year, In determining Net Revenue pursuant to the
provisions of the Indenture described in this paragraph, the Port Commission may take into account as a credit the
amount on deposit in the Revenue Stabilization Fund on June 30 of each Fiscal Year; provided that the Port
Commission is required to maintain Coverage equal to at least 100% without regard to any credit for any such
amounts or deposits in the Revenue Stabilization Fund, The Port has not deposited any moneys into the Revenue

< Stabilization Fund to date, but may do so in the future.

. ‘The Port Commission also covenants that if Net Revenue as of the end of any Fiscal Year is less than iht
amount described in the paragraph-above, the Port Commission will retain and direct a Port Consultant to make
recommendations as to the revision of the Port Commission’s business operations and/or its schedule of rentals,
rates, fees and charges for the use of the Port Area and for services rendered by the Port Commjssion in connection
with the Port Area and will take such recommendations into account for future budgets and management. In the
event that Net Revenue as of the end of any Fiscal Year is less than the amount described above, but the Port
Commission promptly has taken prior to or during the next succeeding Fiscal Year all lawful measures to revise its
business operations and/or its schedule of rentals, rates; fees and charges as required by the Indenture, such
. deficiency in Net Revenue will not constitute an Event of Default under the Indenture. Nevertheless, if after taking
- the measures required by the Indenture to revise its business operations and/or its schedule of tentals, rates, fees and

charges, Net Revenue in such next succeeding Fiscal Year (as evidenced by the audited financial statements of the
Port Commission for such Fiscal Year) is less than the amount described above, such deficiency in Net Revenue will
constitute an Event of Default. For a description of the Events of Default and available remedies to Bondholders in
an Bvent of Default. See APPENDIX D — “SUMMARY OF THE LEGAL DOCUMENTS — THE MASTER
INDENTURE — Default and Remedies.” See “CERTAIN RISK FACTORS” herein for a description of certain risk
factors that could adversely affect the ability of the Port Commission to mamtam Net Revenue as reqmred by the
Indenture.

Addltmnal Bonds and Other Obligations

Pursuant to the Indenture, the Port COIIIIHISSlOn is permitted to issue additional bonds and to enter into
additional obligations secured by Net Revenue on parity with the payment of principal of and interest on the Series
2020 Bonds, provided that the conditions described below are satisfied. Under the Charter, no voter approval is
required - with respect to revenue bonds or other obligations authorized and issued by the Port Commission for any
Port-related purpose and secured solely by Port revenues.

All Bonds issued under the Indenture and at any time outstanding will be equally and ratably secured with
all other outstanding Bonds, with the same right, lien, preference and priority with respect to Net Revenue, without
preference, priority or distinction on account of the date or dates or the actual time or times of the issuance or
maturity of the Series 2020 Bonds or otherwise. ‘All Bonds of a particular Series will in all respects be equally and
ratably secured and will have the same right, lien and preference established under the Indenture for the benefit of
such Series of Bonds including, without limitation, rights in any related project fund and/or delivery costs fund, debt

- service fund or reserve fund. Notwithstanding the foregoing, amounts drawn under a Credit Facility with respect to
particular Bonds and all other amounts held in funds or accounts established with respect to particular Bonds
pursuant to the Indenture and of any Supplemental Indenture will be applied solely to make payments on such
Bonds
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Additional Bonds. Under the Master Indenture, the Port Commission is permitted to issue additional Series
of Bonds subject to certain conditions. These conditions include, among other things, submission to the Trustee of a
teport of the Port Commission demonstrating that for the period from and including the first full Fiscal Year
following the issuance of such additional Series of Bonds during which no interest on such additional Series of
Bonds is expected to be paid from the proceeds thereof through and including the later of (A) the fifth full Fiscal
Year following the issnance of such additional Series of Bonds or (B) the third full Fiscal Year during which no
interest on such additional Series of Bonds is expeécted to be paid from the proceeds thereof, projected Net Revenue
in each such Fiscal Year will be at least sufficient to satisfy the raté covénants set forth in the Indenture. -See
“Covenant to Maintain Net Revenue” above.

In determining projected Net Revenue for purposes of the report of the Port Commission described in the
* paragraph above, the Port Commission may take into account any reasonably anticipated changes in Revenue and
Operation and Maintenance Expenses over such period, which assumed changes and. the basis therefor will be
described in the calculations provided by the Port Commission. In determining Annual Debt Service for such
purposes, (i) Bonds that will be paid or discharged immediately after the issuance of the additional Series of Bonds
proposed to be issued from the proceeds thereof or other morneys will be disregarded, and (it) Variable Rate Bonds,
Amortized Bonds and variable rate Interest Rate Swaps will generally be deemed to bear interest during any period
after the date of calculation at a fixed annual rate equal to the lower of 125% of the average Index Rate (ie.,
generally defined under the Indenture as the SIFMA Mumc1pa1 Swap Index) during the twelve calendar months
immediately preceding the date on which such calculation is made or thé maximum rate of interest payable under
such Bonds or Interest Rate Swaps. The Port Commission may also take into account as a credit amounts expected
. to be on deposit in the Revenue Stabilization Fund on June 30 of each Fiscal Year; provided that the Port
Commission is required to maintain Coverage under the provisions of the Indenture summarized above under
“Covenant fo Maintain Net Revenue” equal fo at least 100% without regard to any credit for any such amounts on
deposit in the Revenue Stab111zat10n Fund.

The Indenture also permits the Port Comnussmn to issue additional Series of Bonds for the purpose of
refunding any Bonds or Subordinate Bonds on or prior to maturity. The Port Commission currently does not plan to
" issue additional Series of Bonds to fund various capital projects; however, this is subject to change in the future. -
See “PORT CAPITAL PLAN AND DEVELOPMENT STRATEGY - Ten-Year Capital Plan,”

Subordinate Obligations. The Port Commission has a loan from the California Department of Parks and
Recreation’s Division of Boating and Waterways (“Cal Boating”), in the initial principal amount of $3.50 million
(and currently outstanding in the aggregate principal amount of $1.83 million). This-loan is secured by a lien on
certain marina revenues but such loan is expressly subordinate to the Series 2020 Bonds. See “SECURITY AND
SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS - Application of Revenue Under the Charter and
Indenture” and - Flow of Funds.”

In October 2013, the City caused the execution and delivery of certificates of participation in the aggregate
" initial principal amount of $37.70 million (and currently outstanding in the aggregate principal amount of $30.01),
for the purpose of financing and refinancing capital improvements to certain faciliies owned by the Port. Pursuant
to a memorandum of understanding between the Port Commission and the City, the Port Commission has agreed,
(during the term of certificates of participation, to pay the principal and interest with respect to the certificates of
participation. The Port’s payment obligations with respect to the certificates of participation are unsecured by any '
lien on Port revenues or property and are expressly subordinate to the Bonds. The Port’s Pier 27 facilities are the
leased property under a lease relating to the certificates of participation; however, the lease is an obligation payable
from the City’s General Fund and the lease does not provide for a remedy of re~entermg and re-leasing the leased
property in the event of a default ‘

Repayment Obligations as Bonds. If so provided in the applicable Supplemental Indenture and in the
written agreement between the Port Commission and a Credit Provider, 2 Repayment Obligation (other than a
Repayment Obligation with respect to a Credit Facility credited fo the Reserve Fund) may be accorded the status of
an obligation payable on a parity from Net Revenue with the Series 2020 Bonds for purposes of securing such
Repayment Obligation under the Indenture. The foregoing rights of a Credit Provider are in addition to any rights of
subrogation which the Cred1t Provider may otherwise have or be granted under law or pursuant to any Supplemental -
Indenture.
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-12-

863



" Inferest Rate Swaps as Bonds. If S0 prov1ded in the applicable Supplemental Indenture and in the written
agreement establishing an Interest Rate Swap between the Port-Commission’ and a Swap Counfer Party, a Swap
Payment may be accorded the status of an obligation payable on a parity from Net Revenue with the Series 2020
Bonds for-purposes of securing such obligation to make Swap Payments under the Indenture. The Port Commission
currently does not have any outstanding Interest Rate Swap. :

.Special Facilities and Special Facility Bonds. The Port Commission from time- to time, subject to the.
terms and conditions of the Indenture and all applicible laws, may (a) designate an existing or planned facility,
structure, equipmert or other property, real or personal, which is located within the Port Area or part of any facility
or structure at the Port Area as a “Special Facility,” (b) provide that revenues earned by the Port Commission from
or with respect to such Special Facility will constitute “Special Facility Revenue” and will not be included as
Revenue, and (c) issue Special Facility Bonds primarily for the purpose of acquiring, constructing, renovating or
improving, or providing financing to a third party to acquire, construct, renovate or improve, such Special Facility.
The Special Facility Bonds ‘will be payable as to principal, purchase price, if any, redemption premium, if any, and
interest from and secured by the Special Facility Revenue with respect thereto, and not from or by Net Revenue. The

Port Commission from time to time may refinance any such Special Facility Bonds Wlth other Special- Facility
Bonds.

No Special Fa01hty Bonds may be issued by the Port Commission unless there has been filed with the
“Trustee (i) a certificate of the Port Commission to the effect that no Bvent of Default then exists under the Indenture,
(ii) an opinion of Bond Counsel to the effect that such Special Facility Bonds may lawfully be issued in accordance
with the Charter and all other applicable laws, and (m) a report of the Port Commlssmn provmmg the following
calculations:

(a) the estimated Special Facility Revenue with respect to the proposed Special Facility are at least
sufficient to pay the principal (either at maturity or by mandatory sinking fund redemptions) or purchase price of
and interest on such Special Facility Bonds as and when the same becomes due, all costs of .operating and
maintaining such Special Facility to be paid by the Port Commission, and all sinking fund, reserve fund and other
payments required with respect to such Special Facility Bonds as and when the same will become due; and

(b)  the estimated Net Revenue, calculated without including the Special Facility Revenue and without
including any operation and maintenance expenses of the Special Facility as Operation and Maintenance Expenses,
that will be sufficient so that the Port Commission will be in compliance with the rate covenant under the Indenture
(see “Covenant to Maintain Net Revenue” above) during each of the five full Fiscal Years immediately following
the issuance of such Special Facility Bonds. '

At such time as the Special Facility Bonds issued for a Special Facility, including' Special Facility Bonds
issued to refinance such Special Facility Bonds, are fully paid or otherwise discharged and no longer outstanding,
the Special Facﬂlty Revenue with respect to such Special Facility may be included as Revenue as determined by the
Commission in a Supplemental Indenture or certificate of an Authorized Commission Representaﬂve delivered to
the Trustee.

The Port Commission has designated three propertles in its ]IJIlSdlCtlon as “Special Facilities” -in
comphance with the Indenture:

1. South Beach Harbor Snec1a1 Facility. By Resolution No. 15-04 (adopted on February 10, 2015, the -
Port Commission designated the South Beach Harbor (a 700-slip small boat marina harbor) as a
Special Facility and three loans from Cal Boating as Special Facility Bonds, effective April 30, 2019.
As a result, net revenues generated by South Beach Harbor are riot be available as security for holders
of the Port’s revenue bonds; and, likewise, Cal Boating does not have access to the Port’s general
revenues as a source of security for their loans. See “PORT CAPITAL PLAN AND DEVELOPMENT
STRATEGY - Impact of Dissolution of Redevelopment Agencies.”

" 2. Pier 70 Special Use District Special Facility, FC Pier 70, LLC, a Delaware limited 1iabﬂity company
(“Pier 70 Master Developer”) and the City, acting by and through the Port Commission, are parties to a
Disposition and Development Agreement (“Pier 70 DDA”™), including a Financing Plan (“Pier 70
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Financing Plan”), that governs the disposition and development of approximately 28 acres of land in
the Commission’s jurisdiction known as Pier 70 (“Pier 70 Project Site”).

The Pier 70 Project Site is part of the Pier 70 Special Use District (the “Pier 70 SUD”) established by
Planning Code section 249.79, which incorporates the zoning and other land use controls applicable to
the Piér 70 Project Site and adjoining parcels. .

In the Pier 70 Fmancmg Plan, the Port Commission (A) designated the Pier 70 SUD as a Special
Facility, (B) declared revenues from and with respect to the Pier 70 SUD to be Special Facility
Revenue pledged to pay Special Facility Revenue Bonds and (C) declared that the Commission
revenues from and with respect to the Pier 70 SUD are not “Revenue subject to and as defined in the
Indenture.

3. Mission Rock Project Site Special Facility. Seawall Lot 337 Associates, LLC, a Delaware limited
liability company (“Mission Rock Master Developer”) and. the City, acting by and through the
Commission, are parties to a Disposition and Development Agreement (“Mlission Rock DDA™),
including a Financing Plan (“Mission Rock PFinancing Plan™), that governs the disposition and
development of an area consisting of Seawall Lot 337, 3.53 acres of Terry A. Francois Boulevard from
Third Street to Mission Rock Street, and ¥4 acre to, the east of Terry A. Francois Boulevard between
Pier 48 and Pier 50 (“Mission Rock Project Site”). .

In the Mission Rock Financing Plan, the Port Commission (A) designated the Mission Rock Project
Site as a Special Facility, (B) declared that the Port Commission revenues from and with respect to the

" Mission Rock Project Site to be Special Facility Revenue pledged to pay Special Facility Revenue
Bonds and (C) declared that the Commission revenues from and with respect to the Mlssmn Rock
Project Site are not “Revenue” subject to and as defined in the Indenture.

Subordinate Bonds. Under the Indenture, the Port Commission may issue at any time obligations with a
pledge of, lien on, and security interest in Net Revenue which are junier and subordinate to those of the Series 2020
Bonds (“Subordinate Bonds”). Under the Charter, no voter approval is required with respect to revenue bonds or
other obligations anthorized and issued by the Port Comimission for any Port-related purpose and secured solely by .
Port revenues. See “— Additional Bonds” above. The principal and purchase price of and interest, redemption
premivm and reserve fund requirements on such Subordinate Bonds are payable from time to time out of Net
Revenue only if all amounts then required to have been paid or deposited under the Indenture from Net Revenue
with respect to principal, purchase price, redemption premium, interest and reserve fund requirements on the Series
2020 Bonds and any other Series of Bonds then Outstanding has been paid or deposited as required in the Indenture.. -

The Port has certain long-term obligations outstanding which constitute “Subordinate Bonds™ as defined under the -

Indenture and/or which are otherwise subordinate to the Sexjes 2020 Bonds. See “- Subordinate Obligations” above.
THE CITY

The City is the economic and cultural center of the San Prancisco Bay Area and northern California. The
" limits of the City encompass over 93 square miles, of which 49 square miles are land, with the balance consisting of
.tidelands and a portion of the San Prancisco Bay (the “Bay™). According to the State Department of Finance, the
City's population as of January 1, 2019 was 883,869. The City is located &t the northern tip of -the San Francisco
Peninsula, generally bounded by the Pacific Ocean to the west, the Bay and the San Francisco-Oakland Bay Bridge
to the east, the entrance to, the Bay and the Golden Gate Bridge to the north, and San Mateo County to the south.
See APPENDIX A - “CITY AND COUNTY OF SAN FRANCISCO.”
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THE PORT OF SAN FRANCISCO

. Introduction and Overview

General. The State transferred the Port to the City in 1969 pursuant to California Statutes of 1968, Chapter
1333 ( “Burton Act”). The Burton Act and related Transfer Agreement require the City to manage the Port in trust

for the State consistent with public. trust laws, including limitations on the uses of Port property to those that are. . .

" water- dependent or water-related, but not necessarily revenue-generating, such as commerce, industry, fisheries,
navigation, environmental preservation and recreation. In addition, the Burton Act requires the City to use all of the
revenues generated from Port property to operate, maintain and develop the Port. See “CERTAIN RISK FACTORS
~ Burton Act and Transfer Agreement.”

The Port Commission was established to govern the Port pursuant to the Charter and the Burton Act. The |
mission of the Port Comimission is to promote a balance of recreational, industrial, maritime, transportation, public
access and commercial activities on a self-supporting basis through appropmate management and development of the
waterfront for'the benefit of the public.

Jurisdibtion and Operations. The Port’s jurisdiction consists of seven and one-half miles of waterfront
property adjacent to the San Francisco Bay, from Hyde Street Pier in the north to India Basin in the south, including
more than 834 acres consisting of 629 acres of landside property and 205 acres of waterside property. The Port
Commission controls, manages ‘and leases approximately 89% of the land in the Port area. Among ports, the Port
has one of the most diverse mixes of types of businesses in the nation. Commercial operations on-Port property
include restaurants, retail shopping, ferry service, commercial fishing, Bay excursions, professional sports, bulk and

breakbulk cargo and cruise ship calls. To support these operations, the Port Commission owns or has responsibility . .

for the maintenance of certain capital assets, including 39 pile-supported pier structures, 80 substructures (of both
piers and wharves between piers), 245 ‘commercial and industrial buildings, over three miles of streets and
sidewalks, and elements of the utility infrastructure that support them, as well as drydocks, cargo cranes and heavy
" equipment used by the Port’s maintenance division.

The Port Commission is the landlord under approximately 533 ground, commercial, retail, office, industrial
and maritime jindustrial leases, including ground leases of many internationally recognized landmarks such as
Fisherman’s Wharf, Pier 39, The Exploratonum, the Ferry Bu11dmg, and Oracle Park (home of the San Francisco
. Giants baseball team).

Port Finances. Port operating revenues, which totaled approximately $109.8 million in Flscal Year 2017-
18, were derived primarily from real estate and maritime operations. Real estate revenues, which are made up of
ground leases and other short and long-term leases of Port property to non-maritime industrial, commercial, retail,
office and other business enterprises, represented approximately 72.6% of Port operating revenues in Fiscal Year
2017-18. Maritime revenues, which are derived from cargo shipping (dry and liquid bulk cargo, and break bulk
cargo), passenger cruise ship and ferryboat activities, warehousing, harbor services, commercial fishing and other
miscellaneous maritime activities, comprised approximately 21.3% of Port operating revenues in Fiscal Year 2017-
18. See Table 12 under “PORT COMMISSION FINANCIAL OPERATIONS” and also “PORT REAL ESTATE
OPERATIONS” and PORT MARITIME OPERATIONS.” '

The use of Port property and facilities, the rehabilitation and development of its assets, and its operations -
are all subject to a number of constraints. The constraints within which the Port Commission must operate include
those imposed by the Waterfront Land Use Plan, the San Francisco Bay Conservation and Development
Commission (through its Seaport and Special Area Plans), the California Environmental Quality Act and other State
environmental regulations, the California State Lands Commission (interpreting public trust law), the' Burton Act,
the Transfer Agreement, the Board of Supervisors, the San Francisco Charter and Administrative Codes, federal
regulation, Port tenants, and community interest groups. Certain Port piers, buildings and other structures are also
subject to additional regulations due to thelr historic significance. - See “PORT COMMISSION FINANCIAL
, OPERATIONS " S -
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Port Capital Plan. Most capital assets comprising the Port range from 50 to 100 ‘years old, were

" constructed for use in the cargo shipping industry as it existed at the time of original construction and are reaching
the end of their useful lives. When the State transferred responsibility for the Port to the City, the Port capital assets
were already in a state of dlsrepalr Of the 39 p1ers currently in use by the Port Commission or Port fenants, 10 have
been significantly rehabilitated since 1969, The piers that were structurally sound at the time: of transfer were only
marginally productive becanse containerized shipping was already replacing breakbulk (e.g., bagged, boxed, crated

.. or palletized) shipping as the primary mode of cargo shipping at that time. Containerized shipping requires

significant acreage of land and access to rail and truck transportation facilities that the Port lacks given its proximity -
to the City’s dense urban environment. Therefore, the Port Commission has transitioned Port facilities from
primarily cargo-serving uses to mixed uses including more non-cargo related maritime uses, retail, restaurants, and
office space, The Port’s Capital Plan and-development strategy attempt to address some of the foregoing issues.
See “PORT CAPITAL PLAN AND DEVELOPMENT STRATEGY.”

Port Commissioners

The Port Commission governs the Port. The five Port Commissioners, appointed by the Mayor and subject
to confirmation by the Board of Supervisors of the City, serve four-year terms and elect, from the members of the
Port Commission, the Port Commission President and.Vice President to one‘year terms. Through resolutions and *
dll‘eCflVGS, the Port Commission sets policy for the Port.

" The current members of the Port Commission and the appointment and expiration dates of their terms are:

‘Name and Title - * Occupation Originally Appointed - Term Expires -
Kimberly Brandon, President _Financial Services August 1997 ‘ May 2021
Willie Adams, Vice President * President of the - Tuly 2012 May 2022

‘ . International Longshore »
) & Warehouse Union
Doreen Woo Ho ' Retired Banking =~~~ May 2011 May 2022
Executive. Member of '
the Board of Directors
: . of U.S. Bancorp ,
Gail Gilman " Non-Profit Organization ~ April 2018 ‘ May 2022
. A Executive ]
" Victor G. Makras ' ~ Real Estate and Property April 2018 . May 2020
o Management '

E_xecutivé Director and Senior Management

The policies set by the Port Comumission are implemented by the Port’s Executive Director and staff. The
Executive Director serves as chief executive of the Port, is appointed by the Mayor, serves at the pleasure of the Port
Commission, and is charged with the management of all the offices and activities placed under the jurisdiction of the
Port Comumission. The staff of the Port Commission is organized into the following divisions: Maritime; Real Estate
and Development; Planning and Environment; Engineering; Maintenance; and Finance and Administration. In
addition, the Executive Director oversees the Executwe Division functions for Public. Relations, Homeland Security
and the Seawall and Resiliency Program.

Elaine Forbes, Executive Director. Elaine Forbes leads the Port to manage the waterfront as the gateway _
to a world-class city and advances environmentally and financially sustainable maritime, recreational, and economic
oppoftunities to serve the City, Bay Area region, and California. At the recommendation of the Port Commission,
Mayor Edwin Lee appointed Elaine Forbes as Executive Director of the Port on October 12, 2016. Elaine is one of
ten women Port Directors in the United States. Before her appointment as Executive Dixector, she served as Deputy
Director for Finance and Administration for the Port for six years. Prior to joining the Port, Elaine held executive
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management and leadership positions at both the San Francisco Planning Department and the San Francisco
International Airport. She also worked for the San Francisco Board of Supervisors Budget Analyst’s Office
providing fiscal and policy analysis and evaluating and reporting on complex municipal issues. Before beginning .
her tenure with the City and County of San Francisco in 2000, she worked as a redevelopment agency planner for
the City of Oakland. She also has. worked for several non-profit land use policy and economic development
organizations including the Urban Strategies Council and the California Budget Project. Elaine holds a Master’s
degree with honors from the. University of California, Los Angeles in' Community and Economic Development, as
well as a Bachelor of Arts dégree with honors from Mills College in Oakland. She is also a member of the Phi Beta
Kappa Socwty '

Katharine E. Petrucione, Deputy Director of Finance and Administration. Katharine Petrucione is the
Deputy Director of Finance, and Administration of the Port of San Francisco. She is responsible for managing the .
finance and administrative. functions of the Port including human resources, information technology, building
services, accounting, finance and procurement and contracting and oversees 40 employees. Prior to joining the Port,
Katharine worked for the Recreation and Park Department from 2004 until 2017, completing 13 budgets during her
time with the Department. Under her leadership, the Recreation and Park Department crafted Proposition B, a
Charter Amendment which provides a funding baseline for the Department and allows at least $15 million in annual
funding to address deferred maintenance in San Francisco parks. Prior to her employment at the Recreation and
Park Department, she held positions in the Mayor’s Office of Finance and Legislative Affairs and in the Office of
the Honorable Barbara Kaufman, a member of the Board of Supervisors. Befors her tenure with the City, Katharine
worked in the private sector as a pacalegal and a political fundraiscr from 1991 to 1997. Katharine holds a Bachelor

of Arts from Pomona College and a Master of Public Affairs degree from the University of Texas.

Byron A. Rhett, Chief Operating Officer. Byron A. Rhett is the Chief Operating Officer and directs the
Port’s Maritime, Real Estate and Development divisions, ‘and the Homeland Security department. . As COOQ, he
manages day-to-day operations and strategic leasing of the over 20 million square feet of port real estate assets. -
‘Before being appointed COO, Byron was Deputy Director of Planning and Development for the Port. He was
responsible for overseeing all planning and development activities at the Port, including the implementation of large
scale, mixed-use commercial, recreational and industrial projects. He managed planning, design and implementation
of an estimated $1 billion in waterfront projects, including the restoration of the historic Ferry Building and the
Exploratormm at Piers 15-17. Prior to joining the Port, Byron was a senior project manager for the San Francisco
Redevelopment Agency managing the Hunters Point Shipyard project and nearby Bayview Hunters Point
neighborhood development projects as well as the Western Addition A-1 and A-2 projects. Previously, he worked -
as a planner for the City of Newark, New Jersey, the Newark Watershed Conservation and Development
Corporation and Special Assistant to the City Manager of Kansas City, Missouri. Byron holds a Bachelors’ Degree
m Urban Planning and Design from ‘rhe University of Cincinnati and is a National Urban Fellow at Occidental
College.

Thomas Carter, Deputy Director of Maintenance. Tom Carter joined the Port of San Francisco's
executive team in December 2004 as Deputy Director, Maintenance. He is responsible for directing and managing
maintenance services for approximately 20 million square feet of Port facilities along 7.5 miles of waterfront
property. He provides the overall planning, direction, management and evaluation of services for the Port's
Maintenance Division. . The Maintenance Division, the largest Port Division, has a staff of over 100 personnel
‘representing 19 skilled crafts, including carpenters, divers, electricians, gardeners, pile drivers, roofers, plumbers,
laborers and others. Tom has over twenty years of public sector operations experience. Prior to joining the Port in
2004, he held various key operation positions for the Department of Public Works and the Department of Parkmg
and Traffic. Tom studied Business Administration at the University of Southern Maine.

Andre Coleman, Maritime Director. Andre Coleman is responsible for the strategic oversight.and

. implementation of the Port’s maritime portfolio including assets, services, operations, and labor and client relations
for the 7.5 miles of San Francisco waterfront that exfends from Fisherman’s Wharf to Islais Creek. Andre was
previously the Northern California Area Associate Director for the Pacific Maritime Association and worked at the
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Ports Amenca Outer Harbor and APM Terminals. He holds a Bachelor of Scxence in Business Administration and
Economics from Saint Mary’s College of California.

. Rod Iwashita, Chief Harbor Engineer. Rod is responsible for developing, planning and directing the work
of the Port's Engineering Division, which oversees several major functions including building and encroachment
permits, engineering and architectural design, facilities assessment, construction management, and project

-management.. Additionally, he is responsible for developing regulatory procedures, overseeing Port plan checking -
" and inspection and providing building code interpretations. His expertise is in seismic analysis and retrofit design of
piers and wharves, development of waterfront sites and inspection and rehabilitation of marine structures. Prior to |
joining the Port, Rod served as a Superv1sory Engineer with Moffatt & Nichol, a global infrastructure advisory firm.
In this capacity, he was responsible for supervising structural engineers; project development and management with
an emphasis on structural and seismic engineering of piers and wharves; inspection and rehabilitation of structures;
'moormg and berthing analyses and advanced structural analysis, Rod holds a Master of Smence ‘and a Bachelor of
Science degree from the University of California, Berkeley. . -

Michael J. Martin, Deputy Director of Real Estate and Development. Michael Martin is responsible for
the strategic oversight of the Port’s diverse portfolio of real estate assets and development along the 7.5 miles of San
Francisco’s waterfront that extends from Fisherman’s Wharf to Bayview/Hunters Point. He manages all aspects of
the Port’s property, mulfi-tenanted portfolio of commercial, industrial, and retail properties and provides. high-level
direction on strategic real estate and development initiatives, goals and objectives. Prior to his appointment at the
Port, he worked for the Office of Economic and Workforce Development (“CEWD”) from 2011 to 2017, During his
tenure with OBWD, he oversaw complex development projects including Mission Rock and Pier 48, the Southern
Bayfront Strategy and the 34th America’s Cup Regatta on San Francisco Bay. Before his employment at the
' OBWD, he held management positions at the San Francisco Public Utilities Commission and served as lead public
finance deputy in the City Attorney’s Office. He holds a Juris Doctor degree from The George Washington
University Law School, and a Bachelor of Arts degree in Economics from the University of Notre Dame.

Diane Oshima, Deputy Director of Planning and Environment. Diane Oshima is the Deputy Director of -
Planning and Environment for the Port of San Francisco. She began her career with the Port in 1998, Diane and her
team are responsible for managing land use planning and policy for Port facilities supporting ten maritime industries
and a diverse mix of industrial, commercial, recreational and- public activities along a vibrant urban waterfront. Her
team has expertise in historic presérvation, environmental protection and sustainability, waterfront urban design and
open space planning, implementation and regulatory compliance. She oversees 20 employees. Before joining the
Port of San Francisco, Diane worked for the San Francisco Planning Department for 17 years and oversaw many
development, area plan and policy projects involving multiple City and public agencies. She has a Bachelor of Arts .
degree in BEnvironmental Studies from the University of California, Santa Barbara. :

Brad Benson, Waterfront Resilience Manager. Brad Benson is the Port’s Waterfront Resilience Manager.

. He oversees the Waterfront Resilience Program efforts, including the Bmbarcadero Seawall Program. Brad joined

the Port of San Francisco in 2005 as its Director of Special Projects. In that role , he oversaw the Port's local, state

and federal legislative program and preparation of the Port's Ten-Year Capital Plan as well as the development of

the Port's Pier 70 Waterfront Site. Prior to joining the Port, Brad served as the Honorable Tom Ammiano's

legislative aide from 1997-2005. He worked with constituents and City staff to write legislation, staffed San

Francisco Board of Supervisors meetings and committees, and managed day-to-day Board affairs during Supervisor

. Ammiano's terms as Board President. Before joining City government, Brad worked as a recycling and composting
" consultant and was active in local environmental campaigns.

" Port Operating Divisions
Real Estate and Development Division. The Real Estate and Development Division is responsible for all
* asset management, property and lease management; marketing and leasing for the Port’s commercial and industrial

property along the 7.5 miles of San Prancisco’s waterfront from Fisherman’s Wharf to Bayview/Hunters Point,
 exclusive of those leases to maritimie tenants that are managed by the Maritime Division. Real estate asset and
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property management duties entail lease negotiations, lease and property administration and enforcement, and asset
-value enhancement. The division is also responsible for managing major dévelopment projects on Port property.
-This jncludes creation of major development projects  with a private developer partner, from selection of the
developer through the project approval and construction. :

Maritime Division. The Maritime Division is responsible for managing and marketing a wide array of
maritime industries: cruise and cargo shipping, commercial and sport fishing, ferry and excursion operations and
other harbor services. The division promotes Port maritime facilities to potential and existing customers while -
ensuring compliance- with federal security mandates and providing environmental stewardship. Areas of
responsibility include cruise and cargo terminals, ferry terminals, shipyards and dry docks, Fisherman’s Wharf and -
Hyde Street commercial fishing harbors, excursion terminals and harbor service facilities for pilots, tugboats
Barges, laybertlung and other ship services.

Planning and Environment Division. The Port’s Planning and Envnonment Division is responsible for
developing and maintaining planmng and land use policies adopted by the Port Commission, and managing plans
and programs to protect environmental resources and meet regulatory requirements. The Port’s land use policies, as
adopted by the Port Commission, are contained in the Waterfront Land Use Plan and its Waterfront Design and
Access element. The Waterfront Land Use Plan establishes the foundation and framework for new development
projects, real estate leasing and asset management, public access, open space and environmental improvements, and
preservation of the Port’s. historic resources. Another important respon51b1hty of the Planning and Environment
Division is to manage programs that protect and enhance water quality, air quality, wildlife habitat areas and
promote biodiversity on Port lands and waters. The Planning and Bavivonment Division also works with regulators
in multiplé public resources agencies, and Port tenants and applicants to provide regulatory review of Port building
permits, leases and use proposals. The-division ensures that proposals for Port properties comply with applicable
land use, design revmw, and envuonmental impact réview requirements adrmmstered by a number of dlfferent
government agencies.

Engineering Division. The Engineering Division provides project and construction management,
engineering design, facility inspection, contracting, code compliance review and permitting services for all of the
Port’s facilities including piers, structures, buildings, cranes, utilities, public ‘and private areas, development
projects, streets and walkways. The Engineering Division assists and coordinates with other City Departments to
assure an appropriate transition between the City and property in the Port’s jurisdiction, -

Maintenance Division. The Maintenance Division maintains the Port’s 7.5 miles of waterfront property to
ensure that the Port provides a positive connection to the City. More than 100 skilled craftspersons are responsible
for the preservation and improvement of the Port’s fishing harbors, ferry landings, public parks, cargo terminals and
piers. The overall maintenance performed by the Maintenance Division includes the skilled work of 18 different
crafts, including carpenters electricians, palnters gardeners, pile drivers, plumbers, roofers and general laborers

Finance and Admmtstratzon Division. The Finance and Administration Division is responsible for
management of Port operations and support services, including human resources, accounting, finance, confracts,
information systems, and business services. Human resources oversees labor and employee relations, payroll,
training programs, employee recruitment and hiring. Finance includes budget development and analysis, capital
planning, grants, forecasting, financing, risk analysis, and reporting. Accounting is responsible for accounts
payable, accounts receivable, general ledger, financial statements and managing outside audits. Information
" technology manages the Port’s information technology equipment acqmsmon and mamtenance local area network,
computer application development and maintenance. Contract management is responsible for procurement of goods
and services including materials and supplies and professional services. Business services includes materials
management, mail service, telephone system, recepuomst service, administration of the Port’s vehicles, and
management of the Port’s offices.
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- PORT REAL ESTATE OPERATIONS
Overview

" The Port Commission threugh its Real Bstate and Development Division is engaged in the marketing, -
- leasing and management of its properties for commercial business uses including office, industrial, storage, retail,
restaurants, parking, and tourist attractions. As of June 2018, the Port had 440 real estate leases representing 302
commercial and industrial fenants and parking operators. Together these tenants occupied approximately 14.8
million square feet of Port property including piers, sheds, wharves, seawall lots, and open industrial land and
generated approximately $70.6 million in lease revenues for Fiscal Year 2017-18. An additional $9.1 million inreal
estate revenues were derived from non-lease sources such as parking meters and parking fines. Total revenues
generated by real estate activities for Fiscal Year 2017- 18 were $79.7 million. For information on certam maritime
" leases of the Port, see “PORT MARITIME OPERATIONS S

The Port Commission is authonzed pmsuant to the Burton Act, under specified conditions, to’ grant leases . -
with terms up to 66 years. Beginning in the 1970s, the Port Commission has entered into several major ground
leases of its properties that provide for the development of significant office, retail, and tourism attractions across
the waterfront, including, for example, the Pier 39 festival miarketplace, Oracle Park, the renovation of the historic
Ferry Building and the opening of a 330,000 square foot science museum, the Exploratorium. Most of these long-
term master leases, with base and percentage rents, have replaced short-term leases to dozens of individual tenants.
In establishing such long-term lease arrangements, the Port Commission endeavors to transfer risks related to such
developments to the ground lease tenant and in certain cases to address repairs and seismic upgrades needed for Port
- facilities. The Porf Commission has recently entered into several pnblic-private partnership development projects
with the intention of addressing the Port’s capital backlog and enhancing Port land value. See “PORT CAPITAL
PLAN AND DEVELOPMENT STRATEGY.”

- Industrial and Other Non-Maritime Real Es_tate Leases and Lease Revenues

The largest category of the Port Commission’s real estate operations by number of leases is the “industrial”
" .group of leases. The industrial group consists of 254 tenancy agreements and represents approximately 58% of the
Port Commission’s 440 real estate lease agreements. Industrial tenant uses range from simple. storage to
manufacturing and fabrication. The next largest group by number of leases, the “office” leases, comprises
. approximately 26% of the Port’s real estate tenancy agreement mix. -

Although diversified in terms of the numbers of users, several categories of Port tenants represent a larger
share of Port Commission revenues than do others. The Port's restanrant and retail tenants account for
approximately 11.9% of real estate lease annualized revenue. Rent from the Port’s diversified industrial tenants °
represesits approximately 29.5% of such annualized revenues. Industrial tenants include warehouse and storage
space leases. - Leases to parking companies generate 15.5% of such annualized revenues. Annualized revenue is
calculated by the Port based on current minimum base rents as of June 30, 2018 plus Fiscal Year 2017-18
percentage rents over the minimumm rent, net of certain credits.

_ A large majority of Port real estate leases provide for periodic fixed or cost of living increases in the base
or minimum rents. Most Port retail and restaurant leases provide for the monthly payment of percentage rents
utilizing factors consistent with national and regional percentage rent comparables. Most Port commercial property
leases are fully or partially net leases, with the tenants responsible for some or all the property operating expenses
including utility fees, some maintenance and repair, lability and fire damage insurance, janitorial expenses and the
payment of state and local taxes,
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Information regarding lease terms held by current non-maritime tenants of the Port is set forth in the

following table:

Month-to-Month
Remainiﬁg Term:

Less than One Year |
One to Five Years
Five to Ten Years
Ten to Twenty Years

Tweniy to Thitty Years:

~ Over Thirty Years
Total .

Table 1
PORT OF SAN FRANCISCO
Real Estate Leases
Remaining Lease Terms -
As of June 30,2018
Estimated Annualized Real
Number of Leases® Estate Revenue®
219 49.8% $23,543,000 '33.2% -
51 11.6 $ 3,313,305 47
96 . 21.9 19,687,000 27.8
8 1.8 2,179,000 3.1
27 6.1 8,940,000 12.6
.8 2.0 7,760,000 110
30 6.8 5,400,000 - 7.6
440 100.0% $70,822,305 100.0%

®  This table includes Real Estate leases only. The Port currently has 132 Maritime.leases that are not reflected in this table. '
@  Based on current minimum rents as of June 30, 2018 and Fiscal Year 2018 percentage rents in excess of base rent amounts.

Amounts are net of certain rent credits.

- Source: Port Commission..

The following table sets forth the top ten real estate tenants of the Port for Fiscal Year 2017-18 in terms of
revenue. The lease revenue of these tén tenants accounted for approximately $31,486,000. or 39.5% of the total

revenues managed by the Port’s Real Estate division.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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Table 2
PORT OF SAN FRANCISCO
Top Ten Real Estate Tenants by Revenue
Fiscal Year ending June 30, 2018
(Revenues in Thousands)

- Percentof
Real Percentof  Remaining
Estate Total - - Lease Term
Tenant Name Revenue®®?  Revenue®  Revenue® Years® Use
1  China Basin Ballpark ‘ o
Company LLC . o . ) Oracle Park and
(Giants’ Stadium) $6,237 7.8% . 57% . 4 Related Parking Lots -
2 SP Plus Corporation® 5,798 73 - . 53 4 Parking
3 Recology San ' C .
Francisco 4,214 53 . 3.8 5 Recycling
4 Pier 39 Limited c S »
Partnership o 3,921 - 49 3.6 24 Retail/Entertainment
5 Tmperial Parking o o .
(U.5.), Ine. 2,518 32 - 2.3 0 Parking
6 o Utility
- Trans Bay Cable LLC 2,372 ¢ © 30 . 2.2 17 Power Transmission
7  Hudson One Ferry : . . . o
Operating, LP (Ferry - : ) _ Office/Retail and Related
Building)™ 1,991 2.5 1.8 49 Parking
8 Boudin Properties, Inc. 1,654 . 2.1 1.5 27  Restavrants/Retail/Bakery
9 AMB Pier One, LLC 1,468 1.8 13 . 31 Office/Retail
10 Affordable Storage 1,312 L6 12 0 Storage
© Total - . $31,48 - 395% - 28.7% '

 Includes tenants with leases that generate non-maritime revenues. Minor maritime or other revenues may be included in a tenant’s
revenue total, :

@
®
@

©

©)

m

Amounts represent tenant billings net of certain revenue credits and allowances.

Real Estate revenue for the fiscal year ended June 30, 2018 was approximately $79.7 million.

Total Port Operating Revenue for fiscal year ended June 30, 2018 was approx:mately $109.8 million.

Represents the lease term of the tenant’s primary lease with the Port. The primary leases for both mperial Parkmg and

" Affordable Storage have expired. The Imperial Parking lease is currently on month-to-month statas under holdover provisions

pending negotiation of a new lease, The Affordable Storage lease has texminated, and the property has transferred to Brookfield
Properties as part of the development of the Pier 70 project site.

Includes the operations of Port tenants Central Parking System, a wholly-owned subs1d1ary of SP Plus, and SP-Plus Hyde Parking
Joint Venture, a California general partnership of which SP Plus is the controlling partner.

Formerly. Ferry Building Investors, LLC (FBI). Hudson One Ferry Operating LP, an affiliate of Hudson Properties, purchased the
Ferry Building leasehold from the FBI in October 2018,

Source: Port C‘ommzsszon

San Ffanciscd s and the Port"s Real Estate Market

With the extended length of the current expansion in the San Francisco Bay Area economy observers have
“specnlated about the potential for a recession. However current forecasts by Kidder Mathews, a local real estate
broker, and the Port’s third party economist, Seifel Consulting, Inc., generally agree that the local economy will
avoid a downturn in the next three years. The divérsity of the Port’s real estate portfolio has served the Port
Commission well for the past decade. This continues to be the case with a balanced portfolio of office, industrial,
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storage, retail, restaurants, parking and major attractions. Recent growth in the Port’s real estate revenues has
followed regional economic growth, primarily from commercial and industrial rents.

San Francisco Bay Area commercial real estate markets are currently enjoying low vacancy rates and
- landlords are commanding higher rental rates in all sectors. The San Francisco office market is experiencing a
strong year with seven major office transactions by technology companies. -Technology tenants in San Francisco
continue to compete for City office space, helping to push office rates to a quarter-over-quarter increase for the last
six periods, with a-9.59% increase year-over-year. The Port Commission has been ablé to take advantage of this
tight market, maintaining a low vacancy rate and a very low turnover rate while consistently raising rental rates. As
of [July 2019], the Bureau of Labor Statistics reports San Francisco’s unemployment rate was 2.6%. High leasing
activity is projected to continue through 2020, with a return to traditional levels in the longer term.

The table below shows the Port’s commercial and industrial lease revenues, and parking rental revenues
(excluding parking meter and parking fine revenues), from Fiscal Year 2013-14 to Fiscal Year 2017-18.

Table 3
PORT OF SAN FRANCISCO
Historical Results of Real Estate Lease Revenue
For Fiscal Years Ended June 30,

(Amounts in Thousands)
: . 2014 2015 Z016 ©Z617 2418 C o618
Commercial/Industrial $46,606 - $51,328 $53,519 . $54,510 $57,336
Parking Lot and Stall Rent 11,678 13,784 13,127 . 13,200 13,823
“Total o $58;284 $65,112  $66,646. $67,710 $71,159

Source: Port Commission.

As San Francisco has adopted new land use policies and regulations in the past decade, the amount of land
. allocated to industrial activities in San Francisco has decreased. Planming efforts such as-the City Planning -

Department’s Eastern Neighborhoods Plan (adopted in 2009) enabled these trends and anticipated that that the Port’s
properties would house an increasing proportion of the City’s “Production Distribution and Repair” uges in the
future. To help address this need, the Port is currently updating its Waterfront Land Use Plan to determine the
potential uses of Port property and position the Port for the next phase of leasing activity. Port staff seek to work
with the Port’s state regulators and other stakeholders to explore more flexible use of the Port’s industrial properties
to support industrial activity in the City while ensuring robust leasing of these properties as a key component of the
Port’s real estate portfolio strategy.
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PORT MARITIME OPERATIONS

Overview

The Port s ‘maritime revenues are derived from cargo, cruise, commercial fishing, ferry and excursion
operatlons and a full range of harbor services. Term leases related to maritime activity normally provide base or
minimum rents payable to the Port in equal monthly installments. Percentage or other contingent rents may be
payable based on revenue volumes in excess of threshold amounts. Some maritime revemies are based on actual
oceupancy or use by a measured unit (e.g., per lineal feet of vessel length for dockage) or measured time (e.g., per
24-hour day). These maritime use fees may be based on a standardized tariff schedule or covered by a specific
contractual agreement. In Fiscal Year 2017-18, maritime revenues (excluding maritime revenues such a$ excursion
agreements allocated to the Port’s real estate division) were approximately $23,3 million, or approximately 21.3% of
the Port’s Fiscal Year 2017-18 total opérating revenues of $109.8 million. The Port has expanded its maritime
business focus from cargo to include passenger cruises and harbor services recognizing its competitive advantages
among the northern California ports as a popular tourist destination and & diversified facility. Nonetheless the
largest source of the Port’s maritime revenues continues to be cargo, followed by passenger cruises.

The following table sets forth the top ten Maritime¢ tenants for Fiscal Year 2017-18. These tenants
generated $16.2 million or 69.2% of the total revenues generated by the Port’s Maritime division for the period and
14.7% of the Port’s total Operating Revenue for Fiscal Year 2017-18,

Table 5 o
PORT OF SAN FRANCISCO .
Top Ten Maritime Tenants and Customers by Revenue
Fiscal Year ending June 30, 2018 (in Thousands)

Percent of Operating
Customer/Tenant Name .Revenue®? Revenue® Use
1 Princess Cruises o $4,623 L 42% Passenger Cruises®
2 ' Hanson Aggregates Mid-Pacific, Inc. C ’
L 2,191 2.0 Sand and Aggregate
3 Pacific Cruise Ship Terminals LLC "Cruise Terminal
: . 1,814 1.6 . Operations/Special Events®
4  CEMEX Construction Materials S
.Pacific LLC _ " 1,265 - 1.1 ’ ‘Aggregate
S Pasha Automotive Services . 1,206 LT Cargo Terminal Operations
6  San Francisco Bar Pilots Benevolent and ' '
, Protective : ) . 1,109 1.0 Bar Pilots
7  Blue & Gold Fleet, LP , 1,102 1.0 Ferry Excursions/
‘ o Commuter Services
8  Central Concrete Supply Company, Inc. 1,050 1.0 Concrete
9  Golden Gate Scenic Steamship Corp. - . 951 -0.9 ) Ferry Excursions/
- o _ B Commuter Services
10 Homblower Yachts, Inc. . 7858 0.8 . Ferry Excursions
" Total v A $16,169 147%

@ Inclodes tenants with leases that generate non-maritime revenues. Minor real estate or other revenues may be included in a

tenant’s revenue total.

@ Amounts represent tenant billings net of certain revenue credits and allowances

®  Total Port Operating Revenue for fiscal year ended June 30, 2018 was approximately $109.8 million. :

@ Princess Cruises does not lease property. Pacific Cruise Ship Terminals is the Port's stevedoring operator for its cruise
facilities, and Princess Cruises is a passenger cruise line customer, The revenue represents fees paid to the Por based on
cruise ship call duration and cruise passenger volume generated by Princess Cruises,

©  The tenant is the Port's stevedoring operator for its cruise facilities. The tenant also rents these facilities for special events
when they are not needed for passenger cruise ship operations.

Source: Port Commission.
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Cargo

The primary Port cargo facilities are the 69-acre general cargo terminal at Pier 80 and the combined 110
acre bulk terminals at Piers 90, 92 and 94. The Port competes in the bulk and roll-on/roll-off (“Ro-Ro”) cargo
markets, having ceased handling containerized cargoes in 2005 due to high operating costs and low container
-volumes. The Port’s shift in marketing focus resulted in terminal agreements and leases at Piers 90, 92 and 94 with

four diffetent companies handling construction aggregates imported primarily from Canada. In 2018, 1.6 million - °

- tons of aggregate sand crossed San Francisco terminals, making it the Port’s leadin, commod1
B8IeE g g

The Port prnnamly handles Ro-Ro cargo at Pier 80. The Ro-Ro operation volumes are pmnanly export of
Tesla automobiles locally manufactured in Northern California. Since beginning’ operations as an automobile -
import/export facility in 2016, Pier 80 has experienced over 100% growth in volume each year to date. This growth
reflects the startup nature of a new business line for the Port and the simultaneous growth in international markets
for the terminal’s main cargo customer, Tesla. . :

Passenger Cruises

One'of the Port’s leading maritime industries is commercial passenger cruises. From 2012 to 2018 there
was a 44% increase in the volume of cruise passengers on a calendar year basis (from 195,000 in 2012 to 280,000 in
2018). The Port has been actively marketing itself to the cruise industry to attract more cruise lines to San
Francisco. In Fiscal Year 2017-18, there were 275,000 passengers on a total of 78 cruise ship calls, which generated
approximately $6.0 million in revenues to the Port. .In Fiscal Year 2018-19, 16 cruise lines called in San Francisco.
On average, approximately 5,000 passengers and crewmembers pass through the cruise terminal whenever a cruise
ship is in port. Cruise vacations have continued to be a popular vication option, with cruise hnes recently reporting
* occupancy of close to 100% for ships sailing out of San Francisco. -

Offsetting the passenger increases will be the effect of proposed new rules from the California Air
" Resources Board (“CARB”) that will require all but five ships, calling on San Francisco to be connected to shoreside
electrical power while in port beginning in 2021.- These new rules will limit the Port’s ability. to accept calls from
"cruise ships not equipped to accept shoreside power. See “CERTAIN RISK FACTORS - State of California A1r
Emissions Regulations and Associated Risks to Cruise Industry.”

The Port has been a home port for Alaska criises since 1969, and in recent years for Mexico and Hawaii
round trips as well as year-round service. The Port also welcomes world cruises, coastal itineraries, and
repositioning calls. Competing West Coast cruise ports. include Los Angeles, Long Beach, and San Diego to the
south, and Seattle and Vancouver, Canada, to the north. These ports have a geographic advantage because of their
relative proximity to either Mexico or Canada, which allows them to offer round-rip cruises of seven days or less.
San Francisco*s round-trip cruises to, Alaska, Mexico and Hawaii are ten to 15 days in duration, which appeals to a
narrower segment of the market. However, the Port-has the benefit of offering a convenient connection to the
popular Bay Area regxon

The Port’s cruise temunals Pier 27 and Pier-35, are within walking distance of some of the City’s most
popular visitor destinations, including Fisherman’s Wharf, PIER 39, and the Alcatraz ferry. The James R. Herman
Cruise Terminal at Pier 27 features the highest design, energy, and environmental standards, mclud;mo a shoreside
electrical power hook-up for cruise smps

Commercial Fishing and Fish Processing

The Port is the center of the commercial fishing industry in Northern California. Fisherman’s Wharf and
the Hyde Street Harbor can accommodate more than 200 fishing vessels. The region’s major fish processors are
located at specialized facilities in Fisherman's Wharf and {he adjacent Pier 45 Commercial Fishing Center. Major
local fisheries off of the Northern California coast include Dungeness crab, salmon and herring. On a typical day,
40% of the fish processed at the Port arrives from local fishermen, 45% by truck from Washington, Oregon and
Southern California and 20% by air freight. Approximately 80% of the fish processed is delivered daily to
restaurants, grocery stores and specialty retailers within San Francisco. The remainder is delivered to the rest of
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Northern California. Despite recent federal limitations on both the salmon and herring seasons, fish processmg has-
remained active.

Ferry Operations

The Port serves as the central terminus for Bay Area commuter ferry routes, The Port Commission,
maintains and operates two ferry terminals; the Downtown Ferry Terminal and the China Basin Ferry Terminal near
Oracle Park and the Golden Gaie Bridge Highway and Transportation District operates a terminal at the Ferry
Building for Marin County commuters. In 2018, over 5 million passengers passed through the Port’s ferry.
terminals. ‘The ferry system provides an important emergency transportation system for the Bay Area and has
proved invaluable during closures of the Bay Bridge or BART transit worker strikes. Future expansion of ferry

facilities is being planned by the Port Commission and the San Prancisco Bay Water Emergency Transit Authority
(“WETA").

Harbor Services

The Port is also the center of Northern California’s harbor service industry and leases facilities to tenants
providing harbor services to the maritime industry throughout the Bay Area including the Ports of Oakland,
Redwood City, Richmond, Benicia, West Sacramento and Stockton. These ancillary operators include numerous
tug and tow operators, the San ‘Francisco Bar Pilots, and contractors providing lay berthing to Maritime
Administration (“MARAD”) Ready Reserve ships. Harbor revenue also includes maritime rents and fees, collected
froi contractors that provide lay berthing to ships and from vessel owners requiring temporary berihing.

South Beach Harbor

On April 30, 2019 the Port assumed full control and operations of South Beach Harbor, intluding the Port’s
Pier 40 facility, and the adjacent 700 slip marina, from the Office of Community Investment and Infrastructure (the
successor agency to the San Francisco Redevelopment Agency (“SFRDAY). SFRDA built the South Beach Harbor .
marina in 1986 on property leased from the Port of San Francisco with funding provided by bonds issued by the
Redevelopment Agency and loans from Cal Boating. Located between Pier 40 and Oracle Park, half a mile south of
the Bay Bridge on the Embarcadero, South Beach Harbor enjoys beautiful weather, access to great sailing and
spectacular views of the City skyline. Public transportation, a multitude of dining options, and all the other
attractions of San Francisco are easily accessed from South Beach Harbor's location in the vibrant South of Market
area. See “~ Impact of Dissolution of Redevelopment Agencies.”

Ship Repair

The Port’s ship repair facility at Pier 70 comprises nearly 14 acres of land and over 17.acres of water with
-associated buildings for the drydocking and repair of ships. The facility is equipped with seven cranes and two -
floating drydocks, all owned by the Port Commission. As the size of cruise and cargo ships continues to grow, the
competitive demands of the ship repair industry created challenges which led the Port’s ship repair operator, BAE
Systems San Francisco Ship Repair Inc. (“BAB-SF), to sell its operation to Puglia Engineering, Inc. (“Puglia”) in
December 2016. ’

In February 2017, Puglia gave notice to-the Port of an imminent closure of the shipyard as a result of a
legal dispute with BAR regarding the condition of the shipyard facilities and associated equipment including the
drydocks. Based on a negotiated agreement with the Port, operatlons contmued through the end May 2017, at Wthh
time Puglia abandoned the shipyard.

‘ In February 2017, The Port issued a notice of default to both Puglia and BAE for breach of the shipyard
lease, including failure to maintain the Port’s drydocks and other equipment in good repair and working order, and
to perform dredging necessary to operate the facility. Mediation discussions led to a settlement agreement between
the Port and BAE that the Port Commission approved in July 2017. Under terms of the settlement, among other
things, the Port received $4.9 million to support maintenance and repairs in the'sh1pyard
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. Shipyard Operation

~ Since June 2017, the Port has jssued two unsuccessful requests for proposals seeking a new operator for the
shipyard. While it continues to explore options to secure a new operator for the shipyard, the Port has entered into
several short-term leases for portions of the site. Should these efforts ultimately prove to be unsuccessful, the Port
will identify other uses and leasing-opportunities for the site.

Within the past nine months, two companies have contacted the Port expressing an interest in operating the
Pier 70 shipyard. As part of its due diligence, the Port engaged the services of a marine consultant to evaluate both
firms® business models and their financial capacity, The consultant was also asked to prepare a forecast of future
demand by the Naval Sea Systems Command for maintenance and repair services of the Federal fleet, and a 15-20
year forecast of the West Coast commercial ship repair market and San Francisco’s potential role in that market. In
August 2019, one of the two proposals to operate the shipyard was withdrawn, and the consultant deemed the
second proposal and that firm's business model as financial infeasible.

Significant repairs to the facility’s drydocks must be made before ship repair operations at the facility-can
resume. While it is possible that the $4.9 million in settlement proceeds (discussed above under the heading “Ship
Repair”) may be sufficient to fund repalrs to one or more Port floating drydock, a portlon of these settlement
proceeds is being used for maintenance in the shipyard. The shipyard also requires dredging, which the Port
estimates at a cost of at least $2.0 million. Funds have not yet been identified to complete dredging of the sh1pyard

The Port has taken advantage of the lull in commercial activity at the shlpyard while it searches for an
‘operator/tenant. In the last eighteen months, the Port has invested nearly $6.0 million in building demolitions;
hazardous materials disposal; plumbing and electrical repairs; dredging permits; and the installation of a $4.3
. million power distribution system that removed all PCB-oil containing equipment from the prernises and replaced all
with new, state-of-the-art dry transformers, and modern equipment, and wiring.

PORT COMMISSION FINANCIAL OPERATIONS
Introduction and Overview-
The Aundited Financial Statements of the Port Commission (“Financial Statemen"(s”) for the Fiscal Year
ended June 30, 2019 are attached as APPENDIX B - “FINANCIAL STATEMENTS AND INDEPENDENT
AUDITOR’S REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2019.” Such Financial- Statements should be

read in conjunction w1th the information below and in their entirety.

As shown in Table 12, Port Commission operating revenues, which totaled.approximately $109.8 million in

Fiscal Year 2017-18, were derived primarily from real estate and maritime operations. Real estate revemues, which

consist of ground leases.and other short and long-term leases of Port property to non-maritime industrial,
commercial, retail, office and other business enterprises, represented approximately 72.6% of Port operating
revenues in Fiscal Year 2017-18. Maritime revenues, which are derived from cargo shipping (dry and Tiquid bulk
cargo, break bulk cargo and Ro Ro), passenger cruise ship activities, warehousing, harbor services, commercial
fishing and other miscellaneous maritime activities, comprised approximately 21.3% of Port operatmg revenues in
Fiscal Year 2017-18,

A s1gn1ﬁc_ant portion of real estate revenues represent rental revenues derived from long-term leases of Port
facilities, providing a practical constraint on the Port Commission’s ability to increase annual revenues absent
significant tenant turnover and/or capital investment in the creation or improvement of rental facilities. Port
operating revenues decreased by $3.6 million, or 3.2%, between Fiscal Year 2017-18 and Fiscal Year 2016-17.

Other sources of funding available to the Port Commission include fund balances from year-end savings
and revenue surpluses, grants, Port Commission-revenue bond proceeds, City general obligation bond proceeds,
special tax and tax increment revenue and revenue from the issuance of bonds supported by these sources, tenant
contributions and developer partner equity. These other sources are used prnnarﬂy for capital projects. See “PORT.
CAPITAL PLAN AND DEVELOPMENT STRATEG
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Port Commission operation and maintenance expenses, which totaled approximately $79.0 million in Fiscal
Year 2017-18, include personnel costs, charges for use of services provided by other City departments, contractual
services, office expenses, utility costs, materials and supply costs, discretionary expenses, judgments, claims and ,
litigation expenses, and other general operating expenses. In Fiscal Year 2017-18, the largest of those categories
were perscnnel expenses, representing approximately 51.8% of total operation and-maintenance expenses, and -
charges for use of City services, representmg approximately 24.4% of the total. Operation and maintenance
expenses also include the costs of any repair and maintenance of Port facilities that do not extend the useful life or
expand the productive capacity of a capital asset. Port Commission operation and maintenance expenses increased
by $15.9 million, or 25%, between Fiscal Year 2013-14 and Fiscal Year 2017-18. Annual expenditures for deferred
maintenance relating to older Port facilities are not treated as operation and maintenance expenses, but rather as
capital expendifures, and are generally payable from Net Revenue or other available sources after provision for

payment of principal and interest on revenue bonds of the Port Commission. See “Operation and Maintenance
. ExPenses below.

In February 2008, the Port Commission adopted Resolution 08-12, which directs the Port Commission to
budget a 15% operating reserve defined as a percentage of operating expenses,- Commencing with the Port’s Fiscal = .
Year 2008-09 budget, the 15% operating reserve. has been included in every adopted budget, including the current
biennial budget for Fiscal Years 2018-19 and 2019-20, See “Port Commission Operatmg Reserve Policy .and
Liquidity” below.

Port Commission Operating and Capital Budget Processes

" As a department within the City and pursuant to Charter requirements, the Port Commission prepares a
biennial operating and capital budget. As part of the biennial budget process, the Port is on a “fixed” two-year

budget and only amends the budget on alternating years if revenues or expenditures are 5% above or below
projections.

- The Port Commission’s biennial budget is a detailed operating plan that includes the programs, projects,
services, and activities to be provided during the two fiscal years, estimated resources available for appropriation,
including revenues, fund balance, interdepartmental work order recoveries and other income, and the estimated
changes to appropriations. The budget represents a process through which policy decisions are deliberated,
implemented, and controlled. The City Charter prohibits expending funds for which there is no legal appropriation.

- In March 2012 the Port Commission adopted Resolation 12-22 which established a policy for funding
capital budget expenditures. The policy calls for the Port to set aside annually in the Port’s dperating budget an
amount equal to a minimum of 25% of operatmg revenues for the purpose of funding capital expenditures. Pursuant
to the policy this funding requirement is to be met through a combination of (i) annual appropriations for current
capital expenditures via the capital budget, and (ii) a designation of current estimated revenues for future capital
expenditures. The Port Commission adopted the capital budget expenditures funding policy to ensure, in part, that
the Port has stable and growing operating resources dedicated to capital expenditures, and to reduce the risk
associated with unfunded cap1ta1 obligations. .

The Port prepares two capital planning documents, a Ten-Year Capital Plan and a Five-Year Capital
Improvement Plan (“Five-Year CIP”), in alternating years to prioritize its capital investments. Theé Ten-Year
~Capital Plan provides a full inventory of capital needs and projected funding sources to allow the Port to identify and
develop strategies for addressing unfunded need. The Five-Year CIP details the projects the Port anticipates funding”
and initiating over the next five years and represents a prioritized subset of the need for capital work identified in the
Ten-Year Capital Plan.. See “PORT CAPITAL. IMPROVEMENT PROGRAM AND DEVELOPMENT
STRATEGY” for further detail on the Five-Year CIP. The first two years of the five-year program serve ‘as the
Port’s biennial capital budget. Punding for capital projects is generated from Federal, State and local grants, City

general obligation bond funds, the Port Commission’s operating budget and operating budget surpluses and debt
issuances.

The Five-Year CIP includes capital expenditures on Port projects and Port-wide activities such as dredging
of the Bay floor along the waterfront, facility condition surveys and emergency facility repair. Many -of the capital

_ projects address deferred maintenance and facility improvement needs for the Port’s maritime and commercial
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properties. Some of the capital projects create new public amenities such as parks and open space. Most capital
projects typically do not include seismic upgrades to the substructure or super-stricture of the facilities.

. The Port uses the following criteria to determine which projects to recommend to the Port Commission for
funding. Projects are recommended that: (i) address health and safety or regulatory compliance issues; (ii) advance
the Port’s Harbor Trust mission to promote maritime commerce, navigation and fisherjes, protect natural resources,
or provide facilities that attract the public to use the waterfront; (iii) significantly advance one or more of the Port’s
strategic . goals, including financial stability, resilience, and attracting and retaining tenants; and (iv) are highly
. feasible, meaning that the scope is well defined, there is capacity to complete the project, and there is a good degree

~ of certainty that the desired strategic goal outcomes will be achieved by completing the project. See “CERTATN
RISK FACTORS ~ Condition of Port Facﬂmes” herein, for a discussion of the Port’s costs related to its capital

improvements . and deferred maintenance needs. See “PORT CAPITAL PLAN AND DEVELOPMENT -
STRATEGY.”

_The operating budget and Five-Year CIP are approved.by. the Executive Director and then submitted to the
Port Commission. Upon approval by the Port Commission, Port staff submits the operating budget and capital
budgets to the Mayor on February 21.of every other year. The Mayor then forwards the budget to the Board of
Supervisors on May 1 for review and approval by August 1 of every other year. The Board of Supervisors can make
certain reductions.to the budget in their sole judgment, The Port’s Bxecutive Director is authorized by the Port
Commission to make non-materjal changes to the operating budget. Significant expenditure increases to the
approved budgets require Port Commission and Board of Supervisors approval.

Port Commission Operating Reserve Policy and Liquidity

In February 2008, the Port Commission adopted Resolution 08-12, which directs the Port Commission to
budget a 15% operating reserve defined as a percentage of operating expenses. Resolution 08-12 further states that
the operating reserve should not fall below an amount equal to the estimated cost of two months’ expenditures on
essential expenses, including salaries, fringe benefits, rent, debt service, essential materials and supplies, and
payment of outstanding invoices for professional services. The resolution allows the Port’s Executive Director to use
the operating reserve for unforeseen operating expenses, provided prior authorization is obtained from the Port
Commission, the Mayor and the City’s Board of Supervisors. Prior authorization to use the operating reserve is not
required if the funds are to be used to address an emergency that has been declared by the Mayor, or to address other
emergencies on Port property that requires an immediate response. Commencing with the Port’s Fiscal Year 2008-
. 09 budget, the 15% operating reserve has been included in every adopted budget, including the current biennial
budget for Fiscal Years 2018-19 and 2019-20. The Port has never drawn upon the operating reserve to fund
operating expenses since first be'mg established in Fiscal Year 2008-09 and the reserve remains at 15%.

An’ overriding majority ‘of the Port Commission’s cash is held in the City Treasurer’s ‘pooled account of
cash and investments. The Port Commiission’s unrestricted cash balance has steadily increased over the past several
years. from a low of $77.1 million at June 30, 2014 to $155.7 million at Fune 30, 2018. With Fiscal Year 2017-18
Operations and Maintenance expenses at $85.0 million, as calculated in accordance with the 2010 Master Bond
Indenture dated February 1, 2010, the unrestricted cash position at [June 30, 2018] represents [669 days] of cash on
hand. See “Historical COndensed Stafement of Net Position” and the “Historical Operation and Maintenance
Expenses” table below.

. Fiscal Year 2019-20 Operating and Capital Budgets

‘The Port Comumission’s Fiscal Year 2019-20 budget of $155.0 million consists of $96.6 million for
operating expenses, $4.6 million to fund annual projects (stand-alone small maintenance and other noncapital
projécts such as technology projects the duration of which is expected to be one year), $19.0 million for capital
projects; $21.7 million in funds that are designated for capital projects in future years, and a $13.0 million operating
reserve. Approximately $121.7 million or 79% of the Port Commission’s $155.0 million budget is derived from the
revenues the Port generates from the use of its property; including rental income from real estate activities, parking
related fees and fines, berthing fees, and permitting fees. These revenues are sufficient to cover the Port’s operating
and maintenance expenses, including the Port’s annually funded projects, as well as debt service payments. ‘
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The Port Commission’s Fiscal Year 2019-20 capital budget, shown as capital projects in the table below,
provides $30.3 million in funding for capital projects. -Such funding is available from the Port Commission Fund
Balance, which is derived from year-end savings and revenue surpluses. In addition to these newly funded projects,
the Port has other capital projects that were funded in.prior years and are in varjous stages of development.

In addition to the above, the Port Commission Fiscal Year budget includes $3.8 million in operating

expenses and $1.1 million in capital projects for the Port’s South Beach Harbor Special Facility. The budgeted
_expenses are funded by $4.9 million in berthing fees, rental income, parking and other fees generated from the use
~ of the South Beach Harbor Special Facility. These “Special Facility Revenues”, which are not available as security
- for the benefit of the bond-holders, are sufficient to cover the South Beach Harbor Special Facility’s operating and
maintenance expenses, including its debt service payments and fund its capital projects, as shown in the table below.

. Table 6
PORT OF SAN FRANCISCO
Fiscal Year 2019-20 Budget *
(Amounts in Millions)
Sources - ‘ - Amount
Estimated Fund Balance® : . $236
Operating Revenues
Real Estate T 91.9
Maritime 21.4
.Other = A 2.4
. Development Recoveries 9.1
Transbay Payment : ' ' 0.6
Total Sources A v © $155.0
Uses : . .
Operating Expenses - Port (incl, annual projéctions) $101.2
Capital Budget Port - 19.0
Reserves® A 34.8
" - Total Uses : $155.0

. Bstimate of accumulated surplus affer provision for 15% operating reserve.

@ Operating reserve as a percentage of operating expenses is budgeted at 15%.
Source: Port Commission. ‘
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Historical Condensed Statement of Net Position -

Table 7 sets forth the condensed summary statement of net position for the fiscal yeérs show.

Unrestricted cash and investments, held
in City Treasury
Other unrestricted current assets
Restricted current assets
_ Total current assets
Capital assets
Other assets

‘Total assets
Deferred Outflows

Total Assets and Déferred Outflows

. Accounis payable and accrued expenses -

Current maturities of long-term
obligations
Other current liabilities
Total current liabilities
Long-term obligations — net of current
maturities
Other noncurrent liabilities
Total liabilities

Deferred Inflows

Net position

Total Liabilities, Deferred Inflows énd
Net Position

Source: Port Commission. .

Table 7
_PORT OF SAN FRANCISCO

For the Fiscal Years Ending June 30,

Condensed Sammary Statement of Net Position

(Amounts in Thousands)

2014 2015 2016 2017 2018 2019
$77,126  $109,139  $131,012  $146019  $155722
12,103 6,395 6,830 13,823 14,116
60,825 35043 52,510 44,39 40,954
150,054 150,577 190352 $204734  §210,92
439773 444,105 430,850 427,742 434,702 -
1,301 1455 1,487 3,768 3,632
501128 . 596,137 . 622,680 636244 649,126
; 5,555 6,457 20,916 14,672
501128 601,692 629,156 657,160 663,798
14,333 3,477 3207 - 4,746 9,551
2,600 2,370 2,456 2,567 2,693
92,087 18,941 17,791 19,192 19,977
39,020 24,788 23,454 26,505 32,221
93,958 91,526 89,006 86,377 83,622
125881 117,933 121,868 178,833 142,802
210,839 234247 234328 265210 258,645
- 1480 7158 2210 . 3201
371,289 © 352,595 387,670 389,740 401,952 -
$591,128  $601,692 - $629,156 . $657,160  $663798

Port Operating Revenues — General

Thie Port Commission’s operating revenues are derived from real estate and maritime operations: (i).real

estate revenues, which comnsist of ground leases and other short and long-term leases of Port property to non-

maritime industrial, commercial, retail, office and other business enterprises, and (ii) maritime revenues, which are
derived from cargo shipping (dry and liquid bulk cargo, break bulk cargo and roll-on/roll off cargo), passenger

cruise ship activities, warehousing, harbor services, commercial fishing and other miscellaneous maritime activities.

A significant portion of the Port Commuission’s operating revenues are a function of the terms of leases and
agreements the rates of which are determined chiefly by the San Francisco real estate market. Increasing the Port

Commission’s rental income often requires the Port Commission and/or its tenant to invest in repairs and upgrades
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* to the Port’s property. If the tenant pays for the improvements, the Port Commission typically is able to increase the

rental rdtes only after the tenant’s contributions have been amortized. As prcvmusly noted, the Port does not receive
tax revenues to support its operations. :

The following table sets forth information about the Port Commission’s operating revenues generated from

tenancy and operating agreement driven activity of the maritime and real estate divisions. Reported revenues are
based on an annuahzanon of mmnnum rents of Port tenants as of Iune 30 2018 and percentage rents received in
Fiscal Year 2017-18.

Table 8 .
PORT OF SAN FRANCISCO.
Major Port Operating Revenues®
June 30, 2018
Annualized Revenue® Square Footage®
Amount * Percent Size - Percent -
Real Estate ' i i o
Industrial $29,163,000¢ 29.5% 9,954,000 45.8%
. Ground Lease , © -13,868,000 14.1 3,082,000 142
Restaurant & Retail ' 10,906,000 11.1 " 354,000 1.6
Parking ' ~ - 15,262,000 5.5 . 1,114,000 5.1
“Office 7,287,000 ’ 74 - 270,000 - 12
Subtotal Real Estate . $76,486,000 77.6% . 14,774,000 - 67.9%
Maritime® .
Cargo : $7,813,000 " 79% 4,649,000 ©21.3%
Commercml Flshmg . 2,241,000 2.3 217,000 1.0
Passenger Cruise ’ ‘ 7,434,000 16 . 521,000 2.4
Various Maritime 2,662,000 2.7 596,000 - 2.7
Harbor Services 1,867,000 - 1.9 ° 374,000 1.7
. Ship Repair® ) ‘ 0 0.0 : 645,000 3.0
Subtotal Maritime $22,017,000° 22.4% . 7,002,000 32.1%
Total i $98,503,000 " 100.0% 21,776,000 100.0%

[$Y)

@

&)
@

&
©)

m

Table only includes revenues derived from temancy and operating agreements. Not included are revenues from
miscellaneous sources. Total operating revenue for the fiscal year ending June 30, 2018 was $109.8 million.

Based on annualized monthly base rents as of June 30, 2018 and Fiscal Year 2018 percentage rents in excess of base rent
amounts. Revenue amounts are net of certain rent credlts '
Excludes portion of areas in water.

Excludes $5.66 million in lease revenues generated from the Port’s excursion operators. The leasés aré managed by Real
Estate and are classified as Real Estate revenues,

Including traditional user fees within the maritime industry, such as wharfage, dockage and demurrage. .

Includes a $398 thousand revenue generated by drawing on a standby letter of credit that secored the lease obhgatxons of
Puglia Engineering, see footnote 7.

On December 30, 2016 BAE System, Inc., the Port’s long time shipyard operator, sold ail of the assets of and its interest in
the shipyard at Pier 70, including the Port’s lease, to Puglia Bngineering. At the end of May 2017 Puglia abandoned the
leasehold due to legal disputes with the former operator concerning the condition of the shipyard’s facilities and equipment.
Currently there are no ship repair operations occurring at the Pier 70 facility.

" Source: Port Commission.
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The following table sets forth the top ten tenants and customers (both marmme and non-marmme) of the

Port for Fiscal Year 2017-18.

Table 9

PORT OF SAN FRANCISCO
Top Ten Port Tenants and Customers by Revenue
Fiscal Year ending June 30, 2018 (Revenues in Thousands)

@)

®

(10}

an

an

Tenant has multiple Jeases. Expiration date shown is for the primary lease. The tenant’s other leases expire 8/31/2021.

Tenant has multiple leases: One of tenant’s leases expires 12/31/19; The tenant’s other two leases have expired, but have continued under
*holdover provisions.

Tenant has three leases, Expiration date shown is for primary lease. Thie tenant’s other two leases have expired, but have continued under

holdover provisions.

Formerly Ferry Buildihg Investors, LLC (“FBI” ) Hudson One Ferry Operating LP, an affiliate of Hudson Propcrtics purchased ‘the Ferry
Building Jeasehold from FBI in October, 2018 Tenant has two leascs Explrahon date shown is for the primary lease. The tenant’s other
- Jease expires 3/31/2023.

The tenant is the Port’s stevedoring operator for its cruise facilities. The tenant also rents these facilities for special events when they are

not needed for passenger cruise ship operations. The expixation date shown is for the company’s operating agreement with the Port,

The tenant is the Port's stevedoring operator for its cruise facilities. The tenant also rents these facilities for special events when they are

not needed for passenger cruise ship operations. The expuaﬁon date shown is for the company’s operating agreement with the Port.
Source: Port Commission.
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Percent of
Operating
Customer/Tenant Name Revenue®  Revenune® Use Expiration
1 China Basin Ball Park Co. $6,237,000 6.0% Ballpark and Related
, Parking 12/31/2022%)
2 SP Plus Corporation® 5,798,000 53 Parking -
: ) ) 5/31/2022 -
3 Princess Cruises 4,623,000 4.2 Passenger Cruises
N/A®
4 Recology San Francisco 4,214,000 3.8 * Recycling .
‘ . , ' , ' 131120230
5 " Pier 39 Limited Partnership 3,921,000 3.6 Retail/Entertainment : '
‘ 12/31/2042
-6.  Imperial Parking (U.S.), Inc. 2,519,000 2.3 Parking S
: : ) Expired®
7 Transbay Cable, LL.C 2,372,000 2.2 Utility (Electric Power
: . Transmission) 11/21/2035
8 Hanson Aggregates Mid-Pacific, 2,191,000 2.0 Sand and Aggregate, o
_ Inc. - ' : Maritime Support - 8/31/2023®)
9 .- Hudson One Ferry Operating, LP 1,991,000 1.8 Office/Retail and Related
: ' , : ‘ Parking 4/9/206740)
10 Pacific Cruise Ship Terminals, 1,814,000 1.6 Cruise Terminal '
LLC Operations/Special Events ~ 9/16/20290D
Total $35,680,000 - 32.8% :
®  Amounts represent tenant billings net of cestain reyenue credits and allowances.
@ QOgerating revenue for the fiscal year ending June 30, 2018 was $109.8 million. ‘
@ Tenanthas multiple leases. Expiration date shown is for the primary lease. One of the tenant’s other leases has expired, but has continued
. under holdover provisions. The other leases expire 12/31/2022.
®  TIncludes the operations of Port tenants Central Parking Systemn, a wholly-owned subsidiary of SP Plus, and SP Plus-Hyde Parking Joint
Venture, a California general partnexship of which SP Plus is the controlling partner. SP Plus-Hyde Parking took over the operations of five
parking site under new leases which began 6/1/2017 and expire 5/31/2020 and 5/31/2022. The Central Park System leases have expired, but .
have continued nder holdover provisions.
©  Princess Cruises does not lease property. Pacific Cruise Ship Terminals is the Port’s stevedoring operator for its cruise facilities, and
Princess Cruises is a passenger cruise line customer. The revenue represents fees paid to the Port based on cruise ship call duration and
cruise passenger volume generated by Princess Cruises. As many as 12 other cruise lines also pay fees to Pacific Cruise Ship Terminals and
the Port for passenger cruises calling at the Port,
®  Tenant has two leases. Expiration date shown is for primary lease. The tcnant's other lease explrcs 7 1/2019
]



" Operation and Maintenance Expenses

: General. The Port Commission’s Operation and -Maintenance Expenses include the following costs:
personnel, office expenses, utility costs, materials and supply costs, discretionary expenses, litigation expenses,
payments made to the City for services of other City departments, and other general operating expenses. Any.
maintenance and repair work to Port facilities that does not extend the useful life and/or expand productive capacity -
of a capital asset are included as Operation and Maintenance Expense, as shown in Table 10 below and as discussed
herein. ‘Many of the Port’s older facilities have significant deferred maintenance. Due to the advanced age of these
facilities and the magnitude of rehabilitation that is required to bring such properties to a current state of repair,
when costs are incurred to address such deferred maintenance they are not treated as Operation and Maintenance
Expense, but rather as capital expenditures, payable from Net Revenue after provision for payment of principal of
and interest on the Series 2020 Bonds. See “PORT CAPITAL PLAN AND DEVELOPMENT STRATEGY.”
Operation and Maintenance Expenses also includes those capital project-related costs ‘that are not eligible for -
capltahzatlon pursuant to Governmental Accountmg Standard Board (“GASB”) rules,

Port Cammzsszon Payments to the City and County of San Francisco. The Port Commission reimburses the
City for services provided to the Port by various City departments. Such amounts are included in Operation and
Maintenance Expenses as “Charges for Use of City Services” in the table set forth below. Bxamples of City sexrvices
include fire protection (fire boat and crew), police protection, performance audits of Port operations by the City
Controller’s Office including tenant concession audits, insurance procured through the City’s Risk Manager, and
legal services provided by the City Attorney’s Office. In Fiscal Year 2017-18, these expenses totaled $19.3 mﬂhon
or approximaiely 24.4% of the Port's iotal Operations and Maintenance Expenses (or 22.7% excluding non-cash
adjustments). The Fiscal Year 2017-18 -total included $___ million in pass through charges for such 1tems as
workers’ compensation, insurance, electricity, and telephone service.

The Port also reimburses the City for indirect costs based on the City’s County Wide Indirect Cost

Allocation Plan. Examples of these City services include materials, supplies and equipment procurement, document

- processing and financial reporting, and payroll services. In Fiscal Year 2017-18 the Port Commission paid $228,000
for its share of the City’s overhead expenses.

. [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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The following table sets forth historical Operation and Maintenance Expenses of the Port Commission,
based on the categories of expenses discussed above, ,

- Table 10 ,
JPORT OF SAN FRANCISCO
Historical Operations & Maintenance Expenses
) . For Fiscal Year Ended June 30,

(Amounts in Thousands)
2015 2016 2017 2018 2019
Operations & Maintenance o :

. Personnel Bxpense® . $32,006 $33,180 $34,858 $38,686
Citywide Overhead : 520 571 747 228
Other Current Expenses 4,124 3,666 4,364 5,491 -
Profes_sional & Specialized Services® 2,853 4,192 9,810 14,946
Utility Expenses 2,395 2,146 ‘ 2,833 2,859
Materials & Supplies 1,689 1,468 1,853 1,001
Tudgments, Claims & Litigation® (416) (306) - 154 (663)
Office Rent ' 2,916 2,832 ! 2,723 - 2,614
Charges for Use of City Servic C 17,007 19,124  ° 19,000 19,310

Other O&M Expense (net) 234 91 151 "~ 520
Subtotal $63,418 $66,964 - $76,502 $84,992
Non-cash adj. for estimated pollution .
remediation costs for: '
(i) pensions pursuant to GASB68 . (4,600) (3,887) 10,920 993
(i) estimated cost for pollution ' o
remediation for the Pier 70 area 78 266 242 . (8,211)
(iii) OPEB® 2,000 1,553 2,220 1,252

Total Operations & Maintenance Exp. $60,896  $64,896 $89,884 $79,026

() The reported expenses exclude charges and credits associated with non-cash adjustments related to accounting and reporting

of OPEB and pension obligations.

The relatively high professmnal and specialized services expenses reported for fiscal years 2016-17 and 2017 18 reflect the

following:

- For Fiscal Year 2016-17, one-time costs for: (3) consnlting services'to assist the Port in preparing for the City’s transition
to new accounting software (the change became effective July 1, 2017), and (ii) for rail improvements to the trackage
located in the Port’s Southern Waterfront. The rail tracks are used by the Port’s short line railroad operator, but are owned
by Union Pacific.

- For Fiscal Year 2017-18, (i) costs associated with the planning and developmuent of design of the first phase of a pro;cct
“to seismically strengthen and implement sea level rise mitipation measures for the Port’s Northem Waterfront seawall, and
(ii) design and engineering costs related to the Mission Bay Ferry Terminal project. A significant portion of the costs
incurred for these projects were not eligible for capitalization.

The credits for “judgments, claims and litigation” reported for fiscal years ended June 30 2015, 2016 and 2018 reflect large

" reductions in the reserve of claims and litigation taken for those years, based on estimates of then current and potential future
claims.

@ In 2018 the Port implemented GASB Statement No. 75, a new standard that is intended to improve the accounting and
financial reporting of other postermployment health care benefits (“OPEB™) obligations by, among other things, requiring
fuller and more timely recognition of such obligations. GASB 75 supersedes GASB 45, an earlier accounting standard
regarding the accounting of OPEB obligations.

Source: Port Commission.

@

@

74264678.6 :
-35.

886



Historical Operating Results'»
A summary of the Port Commission’s hlstomcal results of operations as reported in the Port Commission’s
Fmanc1a1 Statements for the Fiscal Year 2014-15 through Fiscal Year 2018-19 are set forth below. See APPENDIX

— “FINANCIAL STATEMENTS AND INDEPENDENT AUDITOR’S REPORT FOR THE FISCAL YEAR
ENDED JUNE 30, 2019.”

Table 11
PORT OF SAN FRANCISCO
Historical Results of Operations
For Fiscal Year Ended June 30,
(Amounts in Thousands)

2015 2016 2017 2018 2019

Operating Revenues: -
Maritime Operations ’ . o
Cargo - ' $4.931 - $5,281 $6,248 $8,685
- Ship Repair ) 2,045 2,543 1,398 0
Harbor Services ' . 1,996 © 1,768 1,827 1,847
' Cruise SR . 4,928 o 7,663 - 7,406 7,901
Fishing . . _ 2,185 2062 - 2,402 2,184
Other Marine 2,305 1,775 1,735 ’ 2,652r
Miscellanecus 9 151 4,955 - 80
Total Maritime $18,399 $21,247 $25,975 $23,349
Real Estate & Asset Management
Commercial/Industrial $51,328 $53,519 $54,510 . $57,336
Parking : 22312 21,504 21,900 22,281
Filming & Special Event Revenue 717 252 . 240 49
Miscellaneous 374 515 6474 2
Total Real Estate Operations $74,731 $75,790 $83,124 $79,668 -
Other Operating Revenues ) $‘2,166. $2,696 $4,254 $6,752
Total Operating Revenues " $95,206 $99,733  $113,353 $109,769
Operating Expenses o
Operations & Maintenance $60,896 . $64,896 $89,884 $79,026
Depreciation & Amortization . 22,187 - 21,924 24,191 17,778
Total Operating Expenses ’ $83,683 $86,820 $114,075 $96,804
. Operating Income . $11,613 i $12,913 . ($722) B 12,965
Other Income & (Expenses) : o
Interest & Investment Income - $970 $884 $1,502 $2,231
Interest Expense 4,220y (4,656) - (4,262) (4,461)
Debt Issuanée Cost ’ 0 0 0 -
Gain/(Loss) on Disposal of Assets (292) 1,676 (56) (1,383).
Other ‘ 2,144 . 177 3,786 4,232
~ Total Other Income/(Expense) Net < ($1,398) $1,919 - $970 . $619
Net Income/(Loss) Before Capltal , .
Contribution $10,215 $10,994 $248 - $13,584
Capital Grants and Othéer . :
Contributions ' $1,560 $24,081 $1,822 $2,626
Change in Net Position ) $11,775 $35,075 $2,070 - $16,210
T74264678.6
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(Footnotes to Table 11)

o]

@

Miscellaneous Mantnne revenues for 2017 largely represent $4 9 million from the settlement with BAE System’s, Inc. (the
parent company of a formcr operator of the Pier 70 shipyard) of claims regarding the requ1red repair and maintenance of the
facility. Miscellaneons Real Estate revenues for 2017 include $6.0 million representing the Port’s share of net proceeds
from the sale of The Piers, a development project completed in 2006 at Piers 1 ¥4-5. :
In 2015 the Port implemented GASB Statement No. 68, a new standard which is intended to improve the accounting and
financial reporting of pension obligations. Reported expenses for Fiscal Years 2014-15 onward include net non-cash .
charges and credits-associated with the implementation of this standard. Fiscal year 2013-14 has not been restated to
conform with the néw accounting standard. In 2018 the Port implemented GASB Statement No. 75, a new standard that is
intended to improve accounting and financial reportmg of OPEB obligations. GASB 75 supersedes GASB 45, an earlier
accounting standard regarding the accounting of QPEB obligations. A summary breakdown of the non-cash adjustments
associated with the-accounting of pension obligations and OPEB for all years is shown in the. table on page 11 of this report.

Source Port Commtsszon

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Historical Debt Service Coverage

The followmg table sets forth historical summary financial information relatmg to the Port Commlssmn ]
debt service coverage.

Table 12
PORT OF SAN FRANCISCO
Historic Debt Service Coverage
For Fiscal Years Ended June 30,
-(Amounts in Thousands) -

2015 2016 2017 . 2018 2019

Revenues® , » ,
Maritime $18,398  $21,247 $25,975 $23,349
- Real Estate ' 74,731 75,790 83,124 79,668
Interest Income® 786 803 1,348 - 3;107
‘Other Revenue(a) 2,166 2,695 5,254 6,752
Total Revenues ) : - $96,081  $100,535  $115,701 $112,876
Operating Expenses® - S
~ Operations & Maintenance®™ . $63,418 $66,064 $76,502 $84,992
Net Revenue $32,663 $33,571 $39,199 $27,884
Debt Service on Bonds® ; . A $4,171 $4,176 . $4,169 $4,174
Net Revenue Coverage on Bonds (times)® : 7.83x 8.04x . 9.40x 6.68%
" Debt Service on Subordinate Obligations® . $3,179 . $3,076 $3,028 $2,966 -
Net Revenue Coverage on Bonds and Subordinate :
Obligations (times)® ' 4.44x 4.63x 5.45x 3.91x

O Revenues and expenses were determined in accordance with the Indenture. For all years, the.amounts were derived from

financial reports which have been audited and adjusted for the elements discussed in footnotes 2 and 4.
@  Represents interest income eamed on funds on deposit with the City Treasurer plus late charges from tepants.
. ® "The revenues reported for the fiscal year ended 2017 include a $1.2 million payment from the Pier 70 waterfront site developer
to-reimburse the Port for expenses incurred to advance the project and $1.0 million in contributions from City agencies to the
Port’s seawall program to support required technical studies, engineering feasibility analysis, and public outreach. Revenues
reported for fiscal year ended 2018 include $0.75 million from City agencies. for the Port’s seawall resiliency project, as-
previously discussed, and a $3.5 million contribution from the City for design and entitlement of the Mission Bay Ferry
Terminal project.
Operations & Maintenance Expenses excludes non-cash expenses and credits associated w:th OPEB pension obligations
pursuant to the Bond Indenture. Also excludes non-cash charges and credits against operating expenses resulting from changes
in estimated future costs for environmental remediation of the Pier 70 area. A summary breakdown of these adjustments is
provided in the Historjcal Operatioris & Maintenance Expenses table located on page 11 of the Port's 2018 Annual Report.
-  Represents debt service-and Net Revenue coverage on-the 2010 and 2014 Port revenue bonds. Net revenue coverage for fiscal
years ended 2015-2017 have been revised from previously published amounts, due to the exclusion from operating expenses of
non-cash charges associated with changes in estimated future cost of environmental remediation of the Pier 70 area.
Includes the following obligations: (i) a loan from Cal Boating, and (i) a Certificates of Participation obligation issued by the
City on behalf of the Port. The Indenture does not require the Port to maintain any level of Net Revenue coverage on
Subordinated Bonds or other subordinate obligations. Subordinated net revenue coverage for fiscal years ended 2015-2017 has
been revised from previously published amounts due to the effect of the changes in environmental remediation cost estimates
for the Pier 70 area. '
Source: Port Commiission.

@)
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Projected Debt Service Coverage

The projected debt service coverage ratios of Net Revenue to debt service on the Series 2014 and Series
2020 Bonds shown in the following table are calculated in accordance with the Indenture. Such information
constitutes “forward looking statements.” A discussion of the major assumptions that underlie the revemue
projections reflected in the following table is set forth below, and a discussion of certain risk factors affecting the
_achievement of Revenue and Net Revenue is set forth under the caption “CERTAIN RISK FACTORS” herein, but
no assurance is given that actual results will meet the Port Commission’s forecasts in any way. Such discussion is”
not intended to address all possible risks and uncertainties relating to the achievement of such results. Changes in
the circumstances that form the bases for the assumptions used in developing these projections as well as
unanticipated events may occur subsequent to the date of this Official Statement. Differences between forecasted
results and actual results may be material. See “CBRTAIN RISK FACTORS — Uncertainties of Projections and
Assumptmns Forward Looking Statements.”

Table 13
PORT OF SAN FRANCISCO
Projected Debt Service Coverage
For Fiscal Years Ending June 30,

(Amounts in Thousands)
2020 2021 2022 2023 2024-

Revenue '

Maritime $26,520 $25,539  $26,846 $27,677 $24,378

Real Estate ’ o - 83,863 88,755 - 90,726 94,526 . 98,243

Interest Income® i 3,195 3,428 3,533 3,558 3,498

Other Revenue® . o 2,100 2,153 2,207 ) 2,262 2,319
Total Revenues $115,678 $119,875  $123,312 $128,023 $132,438
Operating Expenses , . .

Cperations & Mamtenance("") 0 $91,810 $93,322  $97,572- $102,036 $106,622
Net Revenue ) $23,868 $26,553 . $25,740 $25,987 25,816
Debt Service on Bonds® $4,173 . $4,174 $4,176 $4,177 © 3,508
Projected Net Revenue Coverage on Bonds . ' o

(times)® _ : 5.72x 6.36x 6.16x 6.22x 7.18x
Debt Service on Subordinate Obligations® $2,962 $2,967 $2,963 $2,966 $2,225
Projected Net Revenue Coverage on Bonds and

Subordinate Obligations (times)® 3.35x 3.72x 3.61x 3.64x 4.43x

@ Represents interestincome earned on funds on deposit with the City Treasurer plus late charges from tenants.

@ Includes certain non-recurring permit fees and income from developers, and other operating revenues.

®  Excludes non-cash charges and credits associated with pensions'and providing OPEB.

@ Represents debt service and Net Revenue coverage on the 2014 and 2020 Port revenue bonds.

© " Includes the following obligations: (i) a loan from Cal Boating, and (i) a Certificates of Participation obligation issued by
the City on behalf of the Port. The Indenture does not require the Port to maintain any level of Net Revenue coverage on
Subordinated Bonds or other subordinate obhgatlons Subordinated net revenne coverage for fiscal years ended 2015-2017
has been revised from previously published amounts due to the effect of the changes in environmental remediation cost
estimates for the Pier 70 area,

Source: Port Commission.

Major Assumptions Relating to Revenues from Maritime Operations. Maritime reyenues are projected to
* increase by approximately $5.0 million or 21.5% from Fiscal Year 2017-18 to Fiscal Year 2023-24. The increase
reflects a combination of increased rental income from scheduled rent increases and cost of living rent adJustments
for the Port’s maritime tenants, and additional revenues fiom: @ cruise operatlons due to planned increases in the
passenger facility charge beginning in January 2020, and (if) cargo operatmns due, in part, to higher auto import and

74264678.6
-39

890



export volumes at the Port’s Pier 80 cargo terminal. Other assumptlons incorporated into these pIOJCCtIOnS are
further described below.

Cargo. Cargo revenues are projected to increase $1.8 million over the forecast period. The increase is
principally the result of assumed increases in the number of automobiles handled by the Port’s terminal operator,
Pasha Automotive Services, from 35,000 vehicles in Fiscal Year 2017-18 to 75,000 vehicles by Fiscal Year 2021-
22. .Contributing to the increase in cargo revenues are additional lease revenues from a possible. expansion of
operation by one of the Port’s existing teriants at Pier 94. The expected revenue increase for Fiscal Year 2018-19
was partially offset by the conclusion of a short-term vehicle storage agreement with an auto manufacturer at Pier
80. The space is no longer needed by the firm, and revenues generated by this activity have ended.. .

) Ship Repair. The Port is cun'ently locking for a.firm to restart operatlons of its Pier 70 ship repair facility
(see Maritime Operatlons), however, it has no assurance that these efforts will be successful. As a result, no
revenues from ship repair have been assumed for the projected period.

Cruise. Cruise revenues are projected to increase b'y' $1.8 million over the forecast period from $7.9

million in Fiscal Year 2017-18 to $9.7 million by Fiscal Year 2023-24. The revenue growth stems from the
following:

@ Planned increases in the- passenger facility charge (“PFC”) over the. prOJected period of $1
effective January 1, ’70')0 $1 effective Jammary 1, 2021, and increases of 3% annually. thereafter through the end of
ihe forecast period.

(i1) Planned implementation of a new cruise incentive program that will provide discounts of up to $1
off of the Port’s PFC rates in exchange for bringing more passengers to the Port of San Francisco. The program is
anticipated to generate up to 30 additional cruise calls per year for the Port, and in increase in passenger volume
from just under 280,00 in calendar 2018 to 378,00 by calendar 2020.

Offsetting the passenger increases will be the effect of proposed new rules from CARB that will require all
but five ships calling on San.Francisco. to be connected to shoreside electrical power while in port beginning in
2021. These new rules will limit the Port’s ability to accept calls from cruise ships not equipped to accept shoreside .
power. The projections assume that CARB will implement the new shoreside power rules as outlined, and that the
Port will be limited to receiving 80 cruise calls per year beginning in 2021; 75 vessels at the Port’s Pier 27 terminal,
and five calls at Pier 35 with a commensurate loss in passengers of approximately 70,000 annually.

(i) Special event and other revenue growth of 3% annually throughout the forecast period based on
historic performance to date. Demand for special event space at the Port's cruise terminal facilities has been and
contmues to be very strong:

Other Maritime Revenues. Total revenue from other maritime activities is projected to increase by $1.5
million or 21.6% over the forecast period which reflect CPI increases of 2.5% per.year and new leasing, berthing
" and other activity. Included in the pro;ectlon is approximately $900,000 in additional income from the interim
leasing of unused space af the Pier 70 sh1p repair facility site.

Major Assumptions Relating to Real Estate and Operations Revenues. Real Estate revenues are projected to
increase by approximately $18.6 million, or 23.3%, from Fiscal Year 2017-18 to Fiscal Year 2023-24. The increase
reflects higher commercial rental and parking income related principally to: (i) increased base rents from scheduled
rent increases and cost of living rent adjustments for tenant leases; (ii) mew income from the leasing of
approxunately ten acres (net) of land in the Port’s Southern Waterfront for construction 1aydown, storage and
vehicle parking as the result of a recently completed capital project; (iii) lease income beginning in Fiscal Year
2021-22 from Orton Development’s rehabilitation and leasing of several historic buildings along 20% Street known
as the Pier 70 Historic Core development; (iv) net new leasing income from the development a new hotel and dinner
theater venue at seawall lot (“SWL”) 324 and from the relocation of the City’s Department of Elections from space
at Pier 48 to Pier 31; and $11.1 million in one-time payments received in Fiscal Year 2018-19 reflecting the Port
share of the net proceeds from the sale of the Ferry Building and SF Bay Railroad leaseholds.
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. Base rental income and percentage rents are projected to grow at 2.5% annually throughout the forecast
period, Vacancy rates are projected to remain stable throughout the forecast period. The projections also assume
that leases expmng during the forecast period will be renewed or replaced with leases generatmg similar rents to
those of the expiring leases. : .

Parking. Parking revenues are projected to decline by $1.3 million over the forecast period due principally
to the establishment of the Mission Rock Project Site Special Facility. - The Port currently receives approximately
$3.3 million annually from parking lot A located on SWL 337. The projections assume that 50% of the lot will be
turned over to the developer for construction of the Mission Rock development in January 2020 with the remaining
portion of the lot provided to.the developer in January 2021, [At the time of transfer, revenues generated from the
portion of the parking lot transferred will be “special facility revenue” and will no longer be available to the
bondholders as security for the bonds. “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2020
BONDS - Additional Bonds and Other Obligations - Special Facilities and Special Facility Bonds.”]

The projections assume additional revenues beginning April 1, 2020 from a new parking lot currently under
_ construction at 19th and Illinois Street. These revenues partially offset revenues lost from the sale of a parking lots
at SWL 322-1 and 20th and Illinois Streets for the development of affordable housing. The construction of
“affordable housing at this site is a component of the Jarge mixed-use development at Pier 70 being undertaken by
Brookfield (formerly Forest City). Revenues for all of the Port’s existing parking activities (meters, parking stalls,
fines, and rent) are forecast to increase by 2.0% annually throughout the forecast period. Additional revenues from
these sources partially offset the revenues loss from the designation of SWL 337 Lot A as part of thc Mission Rock
frowct Site Special F r‘acmty :

'Geneial. All other Real Estate revenues are pro;ectcd to grow at 2.5% per annum throughout the forecast
period.

Major Assumptions Relating to Other Revenues. The category of Other Revenues includes incomé from
permit fees, payments from developers to reimburse the Port for expenses incurred to advance projects, and
contributions from City agencies to the Port’s seawall resiliency and Mission Bay Ferry Termuinal projects to support
required technical studies, and design and entitlement for these projects. Recently the Port designated the Pier 70
SUD, ahd Mission Rock Project site as special facilities. As a result, future revenues and expenses associated with
these projects will be excluded from the pledge of net revenues provided to the bondholders as security for the
bonds. In addition, the Port does not expect to receive any additional contributions from the City for its seawall
resiliency and Mission Bay Ferry Terminal projects as outside sources of funds have been identified, including City
general obligation bonds, which can direcily finance project costs.

As a direct result of the above, the ,projecﬁons assume that only permit fees and other operating revenues
will be received by the Port beginning in Fiscal Year 2018-19. The amount of other revenues forecast for Fiscal
Year 2018-19 is $2.0 ‘million the amount of revenues Teceived from these sources in Fiscal Year 2017»18 These
revenues are forecast to grow by 2.5% armually for the remainder of the forecast period. :

Major Assumptwns Relating to Oper ations and Maintenance Expenses. Total operatmns and mainfenance.
expenses are pI‘O_]eCted to increase by $21.6 million, or 25.4%, from Fiscal Year 2017-18 to Fiscal Year 2023-24.
The increase is the result of rising personnel costs due in large part to higher health and retirement plan benefit costs,
and general expense increases resulting from inflation over the projected period. With the exception of personnel
costs, and insurance premiums, the prqek:txons assume annual increases of 3.0% in most expense items throughout
the forecast period. Insurance premiums rose by 5.0% in Fiscal Year 2018-19, and 14.7% in Fiscal Year 2019- 20
based on actual premiums, and are projected to rise 5.0% annually thereafter.

The prolectlons reflect total personnel expense increases of 6.0% per year throughout the forecast period.
The increases represent a combination of: (i) salary increases of 3.5% in Fiscal Year 2019-20, 3.25% per year for
Fiscal Years 2020-21 and 2021-22, reflecting new MOU’s that the City signed with most unions, and 3.0%
thereafter; and (i) benefit cost increases averaging 10.0% annually. The projections also assume the addition of
one new staff position in each year through the forecast period.
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Pursuant to the City’s Five-Year Financial Plan for Fiscal Year 2019-20 through 2023-24, employer
pension confributions to the San Francisco Employee Retirement System are projected to increase to 26.6% in Fiscal
2020-21 from contributions rates of 19.0% to 23.5% for Fiscal Year 2017-18.

- Investment Policy and Investments -

The Poit Commission maintains its operating fund cash and investments and a portion of its restricted asset
* cash and investments, including moreys constituting Revenues of the Port, as part of the City’s pool of cash and
investments. Moneys deposited by the Port Commission with the Trustee in the funds and accounts relating to the
Series 2020 Bonds are invested in investments constituting “Permitted Investments” under the Indenture, as
described in APPENDIX D - “SUMMARY OF THE LEGAL DOCUMENTS DEFINITIONS” and “~ THE
"MASTER INDENTURE ~ Funds — Investment of Moneys.”

Information on the Port Commission’s cash and investments is available in the Andited Financial
Statements of the Port Commission (“Financial Statements™) for the Fiscal Year ended June 30, 2019, attached’
hereto as APPENDIX B. For additional information on the external investment pool, the City’s investment policies
and risk exposure, contact the Office of the Treasurer, City & County of San Francisco, Room 140, City Hall, 1 Dr
Carlton B. Goodlett Place, San Francisco, CA 94102.

'Regulatory Environment

General. In addition to the Port Comimission, a number of jocal and other regulatory agencies exeicise
control over Port property and activities including land use planning and development of Port properties. The Port
Commission is required to comply with the provisions of a number of federal, state, and local laws and regulations
designed to protect and enhance the environment and protect public health and safety.- These laws and regulations
address a -wide range of topics including allowable uses of Port property, hazardous waste management and
remediation, water quality, groundwater quality, sediment quality, air quality, environmental impact analysis, oil
spill prevention and clean up, and occupational health and safety. These regulations and control measures determine
many aspects of the Port Commission’s use of its existing properties, as well as new developments on Port property.

Four governmental bodies are of parttcular importance with respect to land use plannmg and development issues for
the Port: :

) State Lands Commission (“SLC”) has jurisdiction and oversight responsibilities as to the Port
Commission’s obligation under the Burton Act to promote the use and development of the Port for public trust
purposes.of maritime related fisheties, commerce, navxgatlon, recreation and open space see “CERTAIN RISK
FACTORS Burton Act and Transfer Agreement.”

@) San Francisco Bay Conservation and Development Commission (“BCDC”) was established by
the California Legislature pursuant to the McAteer Petris Act in 1965 to limit fill within the San Francisco Bay,
promote maximum feasible public access to the Bay, and protect the Bay and shoreline from inappropriate
development. BCDC has permitting authority that applies to development and real estate leasing on the Port’s pile
supported piers and upland areas within 100 feet of the-Bay. BCDC policies applicable to Port properties are
contained in thie San Francisco Bay Plan, the San Francisco Waterfront Special Area Plan and the Seaport Plan and
influence allowable uses of Port property and prioritization of i mvestment of Port resources.

3) San Francisco Board of Supervisors has legislative authority to adopt zoning ordinances and
General Plan amendments (in conjunction with action by the San Francisco Planning Commission), and to hear
appeals on conditional use authorizations and the California Envn?onmental Quality Act (“CEQA”) documents
issued by the Planning Commission. The Board of Supervisors also exercises budgetary and fiscal authority over
the Port- Commission, as with all City departments, including the authority to approve non-maritime leases that
either exceed a ten-year term or generate at least $1 million in total revenue over the term of the lease.

) San Francisco Planning Commission is the City’s established forum for review and discussion of

future land use plans and development regulations and projects, for the certification of environmental impact
analysis documents pursuant to CEQA, and for the performance of traditional municipal planning review of
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development and use proposals to ensure compliance with apphcable land use regulanons and planning pohcles See
also “Waterfront Land Use Plan and Waterfront Special Area Plan” below.

. The San Francisco Planning Code and Zoning Map classifies the majority of Port waterfront property as
“M-1" (Light Industrial), “M-2,” (Heavy Industrial), or “C-2” (Commercial Business). These zoning classifications
permit a broad range of commercial and industrial uses and provide for “conditional use authorization™ of other

_specified uses such as housing. While hotels are conditional nses on Port land,-San Francisco voters have passed a -
referendum that prohibits the construction of hotels on pieis and on Port property within 100 feet of the shoreline.
In addition, Port property between Fisherman’s Wharf and China Basin is classified as within one of two
“Waterfront Special Use Districts” established in the Planning Code, which set forth procedures for review of major
non-maritime development projects by a Waterfront Design Advisory Committee. The San Francisco Zoning Map
establishes a 40-foot height limit on most Port owned property sites. Pursuant to approval by San Francisco voters
of Proposition B in June of 2014, any proposal to increase height limits on Port-owned property from the currént
height limit requires approval by San Francisco voters. The Planning Commission has specific responsibility for
certifying CEQA evaluation documents, and in reviewing and approving certain mixed-use Port development
projects that include conditional uses. The Port Commission serves as.a co-applicant with its tenants or development
partners in applying for and securing all required regulatory permits from other public agencies. The Port issues its
own building permits. .

In addition, four agenc1es play a s1gmf10ant role in reoulatmg Port Comm1s51on actlvities and have a d1rect
impact on the Port Commission’s activities in the Bay: ~

¢H) U.S. Coast Guard, a member of the U.S. Department of Homeland Security, protects ports,
waterways and provides coastal security; maintains aids to navigatiod; enforces laws governing the use of navigable
waters; ensures marine safety; conducts search and rescue; performs a commercial vessel traffic monitoring function
for the Bay and is responsible for marine environmental protectlon including the administration of a national oil spill
" - response capability. In addition, the U.S. Coast Guard is the lead agency responsible for the enforcement of all
mantlme-related rules and regulations of the Department of Homeland Security.

2) U.S. Army Corps of Engineers (“Corps”) provides vital public engineéring services to strengthen
U.S. security, reduce risks from disasters, develop and maintain Federal maritime infrastructure, and.promote
environmental restoration. As such, under the Federal Rivers and Harbors Act, the Corps has jurisdiction over fill
located beyond the Port’s pierhead line, dredging and dredge sediment disposal by the Port and new in-water Port
construction. The Corps also consults with Federal resource agencies on pmJects that may entail issnes involving
the Federal Endangered Species Act.

€)] San Francisco Regional Water Quality Control Board is the local enforcement agency for the
federal Water Pollution Control Act and the State Porter Cologne Water Quality Act, regulating discharges into the
Bay, such as wastewater from the City’s ‘wastewater treatment facilities' and storm water from municipal and
. industrial facilities, and discharges, or potential discharges, associated With activities on Port property.

4) Bay Area Air Quality Management District is the public agency entrusted with regulating
stauonary sourcés of air pollution in the nine counties that surround San Francisco Bay: Alameda, Contra Costa,
Marin, Napa, San Francisco, San Mateo, Santa Clara, southwestern Solano, and southern Sonoma counties. From
time to time, air quality issues affect operations on land surrounding the Bay, including operations of the Port.

Waterfront Land Use Plan and San Francisco Waterfront Special Area Plan. In-November 1990, the
voters of San Francisco passed Proposition H which imposed a moratorium on non-maritime development on the
Port’s waterfront property pending the completion of a land use plan for the Port’s piers and properties nearest to the
shore. Proposition H also banned hotel developmert on piers and on Port property within 100 feet of the shoreline.
In response to Proposition H, the Port Commission determined to develop a comprehensive plan, including all Port
properties, and created the Waterfront Plan Advisory Board to recommend a land use plan for Port Commission
adoption. In Fiscal Year 1997-98, the Port Commission and-the Board of Supervisors adopted the, San Francisco
Waterfront Land Use Plan (“Waterfront Land Use Plan”), and the San.Francisco Planning Commission adopted
conforming amendments to the City’s General Plan and Planning Code. The Waterfront Land Use Plan reserves
most Port properties for expansion of maritime operations, and requires creation of new public access, recreation
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and open space along the Bay. It also identifies sites for compatible new commercial development to improve or
rehabilitate important historic buildings and capital assets and to provide additional revenues to subsidize maritime

“industries, fund new pubhc access and open spaces, and stem the continuing deterioration of the Port’s aging
properties. .

Following local adoption of the Waterfront Land Use Plan, the Port Commission commenced discussions
with the BCDC concerriing the plan and related regulatory processes. In July 2000, the Port Commission approved
. amendments to its Waterfront Land Use Plan, and BCDC approved amendments to its San Francisco Bay Plan to
create mutually consistent planning policies for the waterfront area between Pier 35 and China Basin (the San
Francisco Waterfront Special Area Plan, referred to herein as the “Special Area Plan”). To achieve the objectives of
the Special Area Plan, among other things, the Port Commission committed the Port to spend $30 million over a 20-
year period pursuant to benchmarks set forth in the Special Area Plan for the removal of certain piers and the
construction of major public plazas and other public access improvements. Under the Special Area Plan, the Port
Commission was also permitted to utilize other funding sources (such as grants and contributions) to finance the -
required pier removals and public access improvements. As of June 30, 2018, the Port has expended $46.6 million
for projects under the Spe<:1al Area Plan, thereby fulfilling the Port Commlssmn s obligations under this agreement.

The Port initiated an update of the Waterfront Land Use Plan.in 2014, beginning with a comprehenswe
review of project, partnerships and investments made pursuant to the 1997 Waterfront Land Use Plan. In 2015, the
Port began a public planning process to update the Waterfront Land Use Plan, With direction from the Port
Commission, The Port established a 32-member Waterfront Plan Working Group comprised of representatives and
stakeholders from San Prancisco and the Bay Area and seven advisory teams to hmp guide a three-year community
engagement process, resuiting in recormendations on issues to be updated in the Waterfront Land Use Plan (which -
is now proposed to be renamed “Waterfront Plan”). The recommendations were endorsed by the Port Commission
aid the Port published a Draft Waterfront Plan in June 2019 for public review and comment. The Port will work
with BCDC on proposed amendments to BCDC'’s Special Area Plan, to achieve consistent policies in the Port and

BCDC plans. The.Port Commission will consider approval of the Waterfront Plan after completmg the CEQA
environmental review process.

Environmental Compliance

The Port is an environmentally sensitive area with a long history of intensive commercial and industrial
use. The Port’s environmental risk exposure is typical of other areas with a historical mix of light industrial
activities dominated by transportation, transportation related, and warehousing activities. Due to historical
placement of fill of varying quality, and widespread use of aboveground and nnderground tanks and pipelines
containing and transperting fuel, elevated levels of petroleum hydrocarbons and lead are commonly found on Port

. properties.. Consequently, any significant construction, excavation, or other activity at the Port that disturbs soil or
fill material may encounter hazardous materials and/or generate hazardous waste. Port facilities are also vulnerable -
to oil spills and other hazards of maritime activity. ’

At any given time, there may be many projects of varying size and scope underway at the Port, and the Port
may be involved in any number of regulatory proceedings involving the environmental compliance agencies referred
to above, relating to environmental conditions on its many propemes Port properties contain several sites that are
or have been subject to cleanup or monitoring orders by state agencies or are managed in accordance with a site-
specific environmental risk management plan. There are a number of sites that may require additional remediation
to achieve regulatory closure and compliance. For most of these sites, entifies other than the Port Comumission (i.e.
former facility operators or. private development partners who have assumed environmental cleanup responsibility)
have been identified as primarily responsible for closure and remediation, however, in all cases, the Port, as the
property owner, is also potentially liable. Certain of such matters are discussed in detail below.

Environmental compliance is managed by environmental professionals -with varying backgrounds in
environmental science, industrial hygiene, and regulatory ana1y31s working within the Port’s Planning and
Envuonment Division and Maintenance D1v151ons '

Port properties do not include any hazardous waste sites hsted on the National Priority List by the US EPA
(*Superfund sites”) or the state equivalent. s
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Environmental matters 1mpact1ng the Port are described in Note 17 of the Financial Statements of the Port
‘Comumission attached hereto as APPENDIX B, These envxronmental matters mclude

MlSSlOIl Bay Ferry Landing. In conJunctlon with planning and pre~des1gn studies for construction of the
new Mission Bay Ferry Landing, the Port identified contaminated sediment that requires remediation. This
contamination is atfributable to the historic fiel terminal operations of multiple oil companies within the Mission
Bay area and the former Piers 64 and 66 (both since temoved). Initial dredging to enable vessel access to the new .
ferry landing, and ongoing mainténance dredging will remove contaminated sediment. The Port is in negotiations
with the responsible parties and regulators to initiate investigation and remediation of add1t10nal contatmnatlon
outside of the area to be dredged.

Pier 39-45 Sediment Contamination. In recent years, sediment testing prior to dredging by Port tenants
in the Fisherman’s Wharf area, between Piers 39 and 45 revealed sediment contamination that is attributable to
Pacific Gas & Electric’s (“PG&E”) former manufactured gas plant operations in the vicinity. The Port is working
with PG&R to facilitate and oversee PG&E’s continued investigation and development of a remedial action plan. In
May 2018, PG&E executed a cost reimbursement agreement with Port tenant, Pier 39 LLC, whose operations are
impacted by this contamination, and to reimburse tenants for the incremental increase in cost to test and dispose of
dredged material due to the presence of contamination. PG&E filed for bankruptey in January 2019.” Subsequent
hearings in bankruptcy court indicate that PG&E will continue to meet environmental remediation obligations as
directed by regulatory agency or prior settlement agreements, and PG&E ‘has doné so since the bankruptey filing, In
May 2019 the bankruptcy court approved, and PG&E. signed a cost reimbursement agreement with the Port, under

“which PG&E will reimburse the Port for the Port's cosis related o overseeing investigation and remediation of
" contaminated sediment in the Fisherman’s Wharf area that is attributable to PG&E’s historic operations.

Pier 70 Redevelopment. The “Pier 70 Area” is an approximately 69-acre site that includes Crane Cove.
Park, two areas that are under redevelopment by private real estate developers in partnership with the Port, and a
former ship repair facility that has been out of service since early 2017. The Pier 70 Area is one significant example
. of ptoperty mentioned above, where contaminants- such as inetals, petroleum hydrocarbons, and polychlorinated
biphenyls are present in soil and, to a limited extent in groundwater and/or sediment, and where other responsible
parties, including former facility operators or private development partners, have assumed responsibility for
environmental remediation. At Pier 70, the Port’s development partners have assumed responsibility for
environmental remediation within approximately 35 acres of the site and are either in the process of, or to a
significant extent have completed, environmental remediation.

Also within the Pier 70 Area, PG&E is responsible for certain contamination on Port property that is
attributable to PG&E’s former manufactured gas plant operations at the Potrero Power Plant, adjacent to the south
east portion of Port-owned property. PG&E has completed remediation of contaminated land within the Pier 70
Area and is in the process of remediating contaminated sedlment off-shore in Port-owned submerged lands.

The Port’s construction of the approximately 13-acre Crane Cove Park will accomplish remediation of
contaminated soil and a portion of the identified contarninated sediment along the northern shoreline of the Pier 70
Area. Additional remediation of sediment east of the Crane Cove Park boundary may be required depending on
future use of the former ship repair facility.

The Port Commission has designated the Pier 70 Special Use District as a'Spec‘ial Facility. “SECURITY.
AND SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS - Additional Bonds and Other Obhgatlons -
Special Facilities and Special Facility Bonds.”

Municipal Stermwater Management. The State of California regulates pollutants in stormwater runoff-
through, among other mechanisms, a state-wide permit for municipalities. This state-wide permit is a common .
standard that regulates storm water discharges and imposes more stririgent requirements on small and large
municipal permittees. The Port is treated as a small municipal permittee. To comply with the permit, the Port incurs
costs to develop, implement, and enforce permit program areas including public education and outreach, illicit
discharge detection and elimination, construction site plan review, and post-construction stormwater control. The
Port largely assumes the costs to comply with the existing permit; although some post-construction stormwater
design and control costs are borne by tenants and private developers. The -state has proposed a revision to this
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permit that would remove the distinction between small and large permlttees It is uncertain whether this proposal
will be implemented, and there is not yet a draft of a proposed new permit t6 analyze. Discussions with the state
suggest a new permit will place a greater burden on the Port but it is unclear if comphance would be more difficult,

Municipal Sanitary Sewer System. In 2006 the State of California. Water Resources Control Board
issued Waste Discharge Requirements to California municipalities requiring development of programs to control
overflows from sanitary sewer collection systems (Order No. 2006-0003-DWQ, or the “Qrder™). Among the specific”
* obligations specified in the Order, the Port is required toassess its sanitary sewer infrastructure and develop a capital -
program to repair and replace deficient sewers. In 2010 the Port Commission completed an initial assessment of the
sanitary sewer infrastructure over water. [update] Based upon this assessment the Port Commission developed an
under-pier utility improvement program. This includes an annual inspection of each facility. Small repairs are
funded through the Port’s annual appropriations. ' Larger repairs are beyond the scope of the annual inspection and

 Tesponse program. These repairs are programmed and financed through the Port’s Five Year CIP. Capital projects
that require repairs to below-deck utility infrastructure must include funding for relocating these utilities above pier
decks, where possible, to eliminate the greatest environmental and regulatory risk.’

Port Tenants. Port tenant opiarations at times pose an environmental risk to the Port area. Proposed Port
tenant operations are reviewed by Port Commission staff for environmental risk and, where appropriate, tenants are
required to make an environmental oversight deposit, maintain environmental management insurance, develop
" operations plans that describe major operations and associated environmental best management practices, and/or
* conduct operations in a manner that will reduce the risk of potential environmental hazards. Port Commission staff
also conduct environmental inspections of tenant leaseholds periodically throughout the lease duration and as part of
lease termination and tenant vacancy procedures.

Regulatory Compliance. There is no assurance that the costs to the Port Commission of compliance with
environmental and health and safety laws will not increase significantly in the future. In addition, the Port currently -
estimates that a portion of its accumulated deferred maintenance and facility improvement needs for its maritime
and commercial properties are attributable to environmental compliance. It is expected that the Port Commission
will undertake these projects over the next several years as and if funding becomes available. See “CERTAIN RISK
FACTORS — Condition of Port Facilities” and “~ Risks Related to Environmental L1ab1hty, Hazardous Substances
and Increased Environmental Regulation.”

Risks Related to Environmental Liability; Hazardous Substances and Increased Environmental Regolation

The Port is subject to a wide variety of local, state, and federal transportation and environmental laws.

. Such laws include mandates with respect to the Port's properties and operations conducted thereon, including but not

limited to regulations govemning uses of Port property, air emissions, stormwater comp]iance and discharges to San

Francisco Bay, and handling of hazardous materials. The regulations governing the use of Port property and
activities conducted on it are likely to evolve and become more restrictive over hme

The Port is currently subject to envxronmental compliance orders issued by reégulatory agencies with
purview over Port property or voluntary oversight by such agencies associated with known or suspected
contamination- of Port property or groundwater. These agencies include the San Francisco Bay Regional Water
Quality Control Board and the San Francisco Department of Public Health. These orders and voluntary oversight
typically arise from the activities of former Port tenants who are the primary respousible parties for such
contamination. It is likely that future environmental investigations of Port property will identify contamination that
will result in additional orders and/or voluntary oversight. In some of these cases, the Port may have difficulty
identifying parties responsible for the subject contamination. - The costs to the Port to implement the compliance
measures required by such orders and mandates are included as Operation and Maintenance Expenses of the Port,
and are substantial. Such regulations are subject to amendment from time to time, and any such amendments could
require the Port to undertake additional, costly compliance measures. The costs of such compliance measures and
amendments could materially increase the Port's operating costs and thereby adversely affect Net Revenue.

The Port Area includes properties on which hazardous substances have been located. It s likely, due to the :
nature of past operations on Port properties, that additional Port properties will be found to have hazardous
substances located on them. See “PORT COMMISSION FINANCIAL OPERATIONS - Environmental
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Compliance.” The Port as the owner of contaminated property may be liable in the event of a determination of the
presence or discharge of hazardous substances on its property, irrespective of its knowledge of the presence or
discharge of such substances, or its lack of responsibility for the existence of such substances on its property. Costs
of remediation of these substances, if required, could be extremely high and could exceed the value or revenue
- generation potential of such properties. The costs of remediation could materially increase the Port's Operation and
Mamtenance Expenses and could thereby adversely affect the Net Revenue available to make debt service payments
. on the Series 2014 Bonds and the Series 2020 Bonds. Insurance coverage for the costs of envnonmental liability of
' thé Poit may be limited and many such costs aré not covered by commercial insutance policies. h

Risk Management and Insurance

The Port Commission utilizes the services of the City’s Risk Manager. The Risk Manager advises the Port ~
Commission and is responsible for directing and coordinating the purchase of insurance and the recovery for insured
and uninsured losses, Liability claims are administered by the City Attorney’s Office and the Risk Manager.
- Additional information relating to risk management and insurance is provided under Note_18§ of the Port’s audited
. financial statements, attached hereto as APPENDIX B.

The Port Commission imposes certain risk transfer requirements on its tenants, vendors and contractors.

" The Port Commission’s policies generally require that each agreement with an entlty doing business with the Port

contain provisions to defend and indemnify the Port Commission from losses arising out of that entity’s activities

" and to maintain specified levels of insurance coverage as a financial guarantee. The Port Comrmssmn and the City

are named as additional insureds under those policies. Rental income and business interruption insurance may be

required from tenants to be maintained on property leased or assigned. Rental income insurance provides for the

continuation of payments in case of fire or other extended coverage loss for the time required to repair or reconstruct

damaged facilities. Port Commission staff use a computer-based insurance certificate tracking system to assist in
ensuring that Port tenants remain in compliance with their insurance requirements.

In November 2007, the Port Commission adopted an environmental risk management policy and financial
assurance requirements for Port tenants with real property agreements. The purpose of the policy is to manage risk-
and minimize the Port’s potential environmental liability. Pursuant to the policy, every new lease, lease renewal,
lease amendment, sublease, lease assignment, license, and permit-to-enter is subject to review for applicability of the
Port financial, assurance requirements. Tenants whose operations are determined by Port staff to pose a significant
environmental risk are required to post a $10,000 environmental oversight deposit to be used.-to reimburse the Port

* for staff costs and administrative expenses associated with a notice of violation or enforcement action issued to the
tenant by an environmental regulatory agency. In addition, an environmental performauce deposit, in the form of
.cash, a standby letter of credit, or other form of deposit acceptable to the Port Commission, may be required to cover

* any cost incurred by the Port caused by the tenant’s failure to meet any of its environmental obligations. The size of

the environmental performance deposit is deterinined by Port environmental staff after an assessment of the tenant’s
operations and the estimated cleanup cost of a tenant caused environmental incident.

* The Port Commission is required to mairitain throughout the term of the Indenture insurance or Qualified
Self-Insurance on the Port Area against such risks.as are usually insured by other ports which are similar in their
operations to the Port Area. Such insurance or Qualified Self-Insurance will be maintained in an adequate amount
as to the related risk as determined by the Port Commission. The Port Commission need not carry insurance or
Qualified Self-Insurance against losses caused by land movement, including but not limited to seismic activity. The
Port Commission may self-insure against any of the risks required to be insured against. The Indentire further
provides that Qualified Self-Insurance s to include reserves or reinsurance in amounts which the Port Commission
determines to be adequate to protect.against risks assumed under such Qualified Self-Insurance including, without
limitation, any potential retained liability in the event of the termination of such Qualified Self-Insurance.

The Port Commission purchases commercial insurance policies to cover catastrophic and other losses, other
than earthquake risk, that cannot prudently be assumed by the Port Commission. Those policies currently include all
.categories of insurance coverage that the Port Commission deems reasonable in light of its current operations. Total
commercial instirance premiums for all coverage for Fiscal Year 2018-19 twere approximately $2.8 million.
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The Port Commission pays workers’ compensation costs out of current revenues and budgetary reserves.
The Port Commission paid approximately $544 000 in Fiscal Year 2017 18 and $433,000 in Fiscal Year 2016-17 for
this purpose.

The Port Commission does. not maintain commercial insurance coverage for property damage resulting
from earthquakes or tsunamis. Commercial earthquake or tsunami insurance is not available at commercially
reasonable rates, with both premijums and deductibles being prohibitively high The Port Commission does not
expect to maintain commercial earthquake or tsunami insurance coverage in the foreseeable fufure. Other risks,

“such as losses to its fleet of vehicles. from terrorist activities, are not covered by any Port commercial insurance
policies. The Port Commission would expect to -address any losses resulting from any uninsured casualty .or
occurrence, in whole or in part, from FEMA grant funds, as and to the extent such grant funds are available, and
from its budgetary reserves. ' :

Labor Relations

 Asa department of the City, the Port Commission’s employment policies are governed by the City Charter,
.. which, since 1976, has prohibited strikes by City employees. The Charter authorizes the San Francisco Civil
Service Commlssmn to establish rules and procedures to implement Charter mandates,

As of [Tune 30, 2018], thé Port Commission had 261 full—tlme equivalent employees. There are presently
18 labor unions representing Port employees. With the exception of the Port Executive Director, all Port employees
bargain colle ctwely for wages, hours, benefits and other conditions of employment,

Collective bargaining agreements are generally adopted for »a term of one to three years. Impasses between
the represented employees and the City in collective bargaining are resolved by an arbitration panel whose decisions
are final. There have been no strikes by City employees since the adoption in 1976 of the strike prohibition.

The Port Comrmission’s employees participate in the retirement plan (“Plan”) established by the City for all .
City employees. The Port Commission is responsible for employer contributions to the Plan on behalf of Port
Commission employees. Employer contributions are a component of the Port Commission’s Operation and
Maintenance Expenses. Additional information on the Plan is prov1ded under Note 10 of the Port’s audited financial
statements, atfached hereto as APPENDIX B. :

Since Flscal Year 2003-04, substantially all employees have assumed full respons1b1hty for the mandatory
employee contnbutlon pursuant to the Plan. See “~Employee Benefit Plans

Employee Benefit Plans

Port Commission employees are City employees, and Port benefit plans are the same as for other
employees of the City. The following provides certain benefit plan information both on a City-wide basis and with
respect to Port, employees The actuarial assessments herein are based upon a variety of assumptions, one or more of
which may prove to be inaccurate or be changed in the future, and will change with the future experience of the
pension plan. Prospective purchasers of the Bonds should carefully review and assess the assumptions regarding the
performance of the Retirement System. There is a risk that actual results will differ significantly from assumptions.
In addition, prospective purchasers of the Bonds are cautioned that the information and assumptions speak only as of
the respective dates contained in the underlying source documents and are therefore subject to change.

Pension Plan

Retirement System Pension Plan Description. The Port Commission participates in the City's defined
benefit retirement plan (“Plan”),which is administered by the San Francisco City and County Employees' Retirement
System (“SFERS”). The Plan covers substantially all full-time employees of the Port along with substantially all
other employees of the City and certain other employees. The Plan provides-basic service retirement, disability, and
death benefits based on specified percentages of final average salary and provides cost-of-living adjustments after
retirement. . The Plan also provides pension continuation benefits to qualified survivors. The Charter and the
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Administrative Code establish the benefit provisions and employer obligations of the Plan. SFERS issues a publicly

. available financial report that includes financial statements and required supplementary information for the Plan.
That report may be obtained by writing to the San Francisco City and County Employees' Retirement System, 1145
Market Street, San Francisco, CA 94103 or by visiting www.mysfers.org.

SFERS Actuarial Financial Information. Table 14 below shows financial mforma’uon concerning the

- Retirement System for Fiscal Years 2014-15 through 2018-19. “Market Value of Assets” reflects the fair market
" value of asséts held in trust for payment of pension benefits. “Actuarial Value of Assets” refers to the value of
assets held in trust adjusted according to the Retirement System's actuarial methods. “Pension Benefit Obligation”

- reflects the accrued actuarial liability of the Retirement System. The “Market Percent Funded” column is -
determined by dividing the market value of assets by the Pension Benefit Obligation. The “Actuarial Percent
Funded” column is determined by dividing the actuarial value of assets by the Pension Benefit Obligations.

- “Bmployee and Employer Contributions” reflects the total of mandated employee .contributions and. employer
Actuarial Retirement Contributions received by the Retirement System for Fiscal Years 2014-15 through 2018-19.

S Table 14
. CITY AND COUNTY OF SAN FRANCISCO-
Fiscal Years 2014-15 through 2018-19
(Amounts in Thousands)

2014-15 201516 . 2016-17 2017-18 "~ 2018-19

.Market Value of Plan Assets $ 20,428,069  $ 20,154,503 $22,410350  $24,558,000
Actuarial Value of Plan Assets 19,653,339 ° 20,654,700 22,185,200 23,866,000
Actuarial Liability (AL) of Plan 22,970,900 24,403,900 25,706,100 27,335,400
Unfunded Actuarial Liability © 3,317,561 3,749,200 3,520,900 3,469,400

~ (actnarial value) ‘ ’ -
Market Percent Funded 88.9% 82.6% . 872% 89.8%
Actnarial Percent Funded . 85.6% 84.6% © T 86.3% 87.3%
Employee & Employer ~ .. $894,325 $ 849,569 ~ $868,653 $ 983,763
Contribution in prior Fiscal Year ‘ : )
Employer Contribution Rates ; 26.76% . 22.80% 21.40% *23.46%

"Table 14 reflects that the Fiscal Year 2017-18 Actuarial Percent Funded ratio increased to 87.3%,
corresponding to an unfunded actuarial liability (“UAL”) of approximately $3.47 billion. ' The UAL is the difference
between the Actuarial Value of Assets and the Actuarial Value of Plan Assets. This means that as of June 30, 2018,
for every dollar of pension benefits the City is obligated to pay, it had approximately $0.87 in assets available for
payment, if the assets were hqmdated as of such date. .

. City Projected Pension Costs; City Contributions. In its Five-Year Financial Plan for fiscal year 2019-20
through 2023-24, the City projects that future employer contribution rates will increase to 26.6% for fiscal year
2020-21 as the SFERS recognizes certain assumptions that reflect lower anticipated future investment returns
iricluding a discount rate of 7.4%; which is lower than the 7.5% discount rate previously adopted by SFERS, and an
estimated SFERS portfolio value as of January 31, 2019 projecting a year-to-date return of 1.0% for fiscal year
2018-19. The City projected employee pension costs, wages and other benefit growth will be the single largest
driver of cost growth and the imbalance between revenues and expenditures in the City's finances, growing by $630
million (43% of the tofal expenditure growth) between fiscal year 2019-20 and fiscal year 2023-24 (the City
currently projects revenue growth of $769 million and expenditure growth of $1 46 billion 6ver the same five-year
period).

Port Contribution. Contributions are made to the Plan by both the Port Commission and its empldyées

As the employer, the Port is required to contribute at an actuarially determined rate, which during the last five years
ranged from 17.90% to 26.76% as a percentage of that portion of members' earned wages
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Asset Management. and Actuarial Valuation. The assets of SFERS, (“Fund”) are invested in a broadly
diversified manner across the institutional global capital markets. In addition to U.S. equities and fixed income
securities, the Fund holds global equities, liquid' credit, private credit, real assets, private equity and hedge
funds/absolute return funds. The investments, their allocation, transactions and proxy votes are regularly reviewed
by the SFERS board (“Retirement Board”) and monitored-by an internal staff of investment professionals who in
turn are advised by external consultants who are specialists in the areas of investments detailed above. A description
of the SFERS investment policy, a description of asset allocation targets and current investments, and thé Annnal
Report of the Retirement System are-avaitable upon request from SFERS by writing to the San Francisco Retirement
System, 1145 Market Street, San Francisco, California 94103, or visiting www.mysfers.org. - Certain documents are
available at the SFERS website at www,sfers.org. These documents are not incorporated herein by reference,

The libilities of the Retirement System (“Pension Benefit Obligation”) are measured annually by an
independent consulting actuary in accordance with Actuarial Standards of Practice.

- As of June 30, 2018, SFERS estimated that the market value of its assets was approximately $24.56 billion.
The estimated market value represents, as of the date specified, the estimated value of the SFERS portfolio if it were
liquidated on that date. Investments are reported at fair value and securities that do not have an established market
are reported at estimated fair value derived from third party pricing services, Representations of market valuations-

are not subject to andit (other than at year end). More information about pricing and valumg securities can be found
in the SFERS financial statéments at www.mysfers.org. :

Financial Statement Reporting for pensions incorporates actuarial information and rules issued by the
Government Accounting Standards Board (GASB). GASB Statement No. 67 (“GASB 67"), Financial Reporting for

. Pension Plans and GASB Statement No. 68 (“GASB 68”), Accounting and Financial Reporting for Pensions

provides guidance for accounting and reporting on the pensions. The City and the Port implemented GASB 67 in
fiscal year 2013-14 and GASB 68 in fiscal year 2014-15. Under GASB 68 the SFERS Pension Plan is a cost sharing

) -multiple employer plan. The City and County of San Francisco is the predominant participant in the Plan. As the

Port is a department of the C1ty it was allocated a portion of the City and County of San Francisco’s net pension
hablhty and other related pension items. The chart below reflects key data disclosed in accordance with GASB 68,
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Table 15
CITY AND COUNTY OF SAN FRANCISCO
Employees' Retirement System (GASB 68)
For the Fiscal Years 2014-15 through 2018-19

(Amounts in Thousands)
--2014-:15 2015-16 2016-17 201718 2018-19

SFERS Plan Net P'osiﬁon . . 819,920,607 $20,428,069  $20,154,503  $22,410,350 $24,557,996

Total Pension Liability (TPL) - .- 21,691,042 22,724,102 25967281 27,403,715

SFERS Plan Net Pension Liability o 1,770,435 2,296,033 5,812,778 4,993,365 .

City’s Portion of SFERS.Plan Net ’ ' - ' )

Pension Liability - 1,660,365 2,156,049 5,476,654 4,697,131

Port's Net Pension Liability . $16574  $21201  $43730 . ° $47,636

SFERS Plan Fiduciary Net Position as _ ~

a Percentage of TPL 91.84% 89.90% 77.61% 81.78% °

Bmployer Contributions (SFERS Plan) 9565001 - $496343°  $510,073 $582 568

Port’s Allocation Employer . '

Contribution © . $4,989 $5,555 $4,485 $4,891 .
-Employer Contribution Rates 22.26% to 18.30% to 17.90% to . 18.96% to

(SFERS Plan) - < 26.76% 22.80% 21.40%  23.46%

: : - 7.5% to 7.5% to 7.5% to 7.5% to

’ Employee Contribution Rates ‘ 13.0% 13.0% 13.0% - 13.0%

Source: Czty & County of San Francisco GASB 67/68 Report and City & County Audited Comprehensive Annual
Financial Reports (CAFRs)

The primary source of- the information in the above table is the City & County of San Francisco
GASB 67/68 Report prepared by the City’s actuarial consultants. The GASB 67/68 Report is appropriate for
preparing financial statements, but not appropriate for the measurement of funding requirements for the Plan, With -
GASB 67/68 there is an emphasis on certain items including Net Pension Liability, SFERS Plan Fiduciary Net
"Position as a Percentage of Total Pension L1ab111ty and employer codfributions.

) Net Pension Liability (“NPL”) is ‘the deference between the value of the SFERS Pension Plan Net Position
and the actuarial determined Total Pension Liability (“TPL”). The Port’s Statement of Net Position includes a Net
Pension Liability (NPL) of $47.6 million while the City’s NPL was $4.7 billion and the Plan’s NPL was $4.99 B.
The Port’s NPL is included in the City’s NPL of $4.7 billion as the Port is a departmient of the City. There is a .
difference between the SFERS Plan NPL and the City’s NPL because there are other participants in the SFERS
Pension plan, with the City being the most significant participant. ‘The fiscal year 2017-18 NPL is measured as of
June 30™, 2017 using an actuarial valuation date of June 30%, 2016, whlch is updated to June 30%, 2017.

~ SEERS Plan Fiduciary Net Position as a Percentage. of Total Pension Liability is a ratio to measure the
level of assets available to meet the total pension obligation. As of the end of fiscal year 2017-18 the Plan held
assets to meet 81.78% of its total pension obligation. Employer contributions for the SFERS Plan in - financial
reporting year 2017-18 was $582.6 million, while the Port made $4.9 million in allocated employer contributions.

More pension information can be found in Port’s financial statements located at wWw.sfport.com and the
Citywide Comprehensive Annual Financial Report (“CAFR”) located at"www.sfcontroller.org.
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Health Retiree .Benefits

Health Care Benefits. Health care benefits of Port Commission employees, retired employees and ehglble
dependents are financed by beneficiaries and by, the City through the City and County of San Prancisco Health
Service System. The Port Commission's annual contribution is determined by a Charter provision. The Port

' Commissjon’s payments for all health care benefits for the last five fiscal years are shown in the following table.

Tabie 16 )
- PORT OF SAN FRANCISCO
Health Care Benefit Payments
For the Fiscal Years Ended June 30,

Health Care

Year Benefit Payments
. 2015 . $4,340,000

2016 . 4,406,000

2017 ' ‘ 4,836,000

2018 -+ 5,000,500
2019 :

Source: Port Commission.

The Health Service System issues a pubhcly avaﬂable financial report that includes financial statements for -
the health care benefits plan. The report may be obtained by ‘writing to the San Francisco Health Service System,
1145 Market Street, Second Floor, San Francisco, California 94103, or v;smng by www.sfhss.org. Such report is-
not mcorporated herein by this reference.

Postemployment Health Care Bene_ﬁts
Other Postemployment Health' Care Benefits (‘}OPEB”). - The Port participates in a multiple employer

defined benefit other postemployment benefits plan (“OPEB Plan”). The Plan is maintained by the City and is
administered through the City’s Health Service System. Health benefit provisions are established and may be

. amended through negotiations between the City and the respective bargaining units. The assets of the OPEB Plan . -

are held in a Retiree Health Care Trust Fund (“RHCTE”). As of fiscal year-end 2017-18 the OPEB Plan prov1ded
postemployment ‘medical, dental and vision insurance benefits to eligible employees, retired employees surviving
- spouses, and domestic partners.

Retiree Health Care Benefits

Medical: PPO - City Health Plan (Self-insured)

. HMO - Kaiser (fully-insured) and Blue Shield (flexfunded) A
Dental: Delta Dental and DeltaCare USA .
Vision: Vision benefits are provided under the medical insurance plans and

are adminstred by Vision Service Plan

Contributions — Benefits provided under the Plan are currently paid through “pay as you go” funding.’
Additionally, under the City Charter, active officers and employees of the City who commenced employment on or
after January 10, 2009, shall contribute to the Refiree Health Care Trust Fund (“Trust Fund”) a percentage of
compensation not to exceed 2% of pre-tax compensation. The City shall contribute 1% of compensation for officers
and employees who commenced employment on or after January 10, 2009 until the City’s GASB Actuary has
determined that the City’s portion of the Trust Fund is fully funded. At that time, the City’s 1% contribution shall
cease, and officers and employees will each contribute 50% of the maximum 2% of pre-tax compensation. Starting .
Tuly 1, 2016, active officers and employees of the City who-commenced employment on or before January 9, 2009,
shall contribute 0.25% of pre-tax compensation into the Trust Fund.
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Beginning on July 1st of each subsequent year, the active officers and employees of the City who
commenced employment on or before January 9, 2009, shall contribute an additional 0.25% of pre-tax compensation
up to a maximum of 1%. Starting July 1, 2016, the City shall contribute 0.25% of compensation into the Trust Fund
- for each officer and employee who commenced employment on or before January 9, 2009. Beginning on July Ist of
each subsequent year, the City shall contribute an additional 0.25% of compensation, up to a maximum of 1% for
each officer and employes who commenced employment on or before January 9, 2009. When the City’s GASB
Actuary has determined that the City’s portion of the Trust Fund is fully funded, the City’s 1% contribution shall
cease, and officers and employees will each contribute 50% of the maximum 1% .of pre-tax compensation.
Additional or existing contribution requirements may be established or modified by amendment to the City’s
Charter. .

For the fiscal year ended June 30, 2018, the City’s funding was based on “pay as you go” plus a°
contribution of $25,839,000 to the Retiree Healthcare Trust Fund. The “pay as you go” portion paid by the City was
$178,019,000 for a total confribution of $203,858,000 for the fiscal year ended June 30, 2018. The Port’s
proportionate share of the City’s contributions for fiscal year 2017-18 was $1,686,000.

. Financial Statement Reporting for Other Postemployment Health Care Benefits follows new standards.
The City and Port in accordance with Governmental Accounting Standards Board Statement 45 (“GASB 45™),
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions reported the
OPEB liability and related information for unfunded OPEBs in its financial staternents beginning fiscal year 2007-
08. In fiscal year 2017-18, the City and the Port implemented GASB 75, Accounting and Financial Reporting for -
Postemployment Benefits Other Than Pensions; which superseded GASB 45 and significantly changed how Net
OPEB Liability (“NOL”) was measured. GASB 75 fcllows the same methodology that is used in GASB 68,
Accounting and Financial Reporting for Pensions. As of fiscal-year 2017-18 both pensicn liabilities and
postemployrment health care liabilities follow the same methodologies for measurement and financial reporting.

Tables 17 and 18 provide details of OPEB Plan comnbuuons and liabilities for the C1ty and Port over the
- past several fiscal years as reported by the City.

[REMAINDER OF PAGE INTENTIONALLY LEET BLANK]
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Table 17 .
~ PORT OF SAN FRANCISCO
Other Postemployment Benefits (GASB 45)
For the Fiscal Years Ended June 30%

(Amounts in-Thousands)
Port A S 2015 2016 2017
Annual reqmred contnbutxon ‘ $3,232 $2,759 . $ 3,209
- Interest on Net OPEB Obligation : 736 876 872
Adjustment to annual required contribution (614) (713) (353)
Annual OPEB cost (expense) , 3,354 ‘ 2,922 , 3,728
Contribution made (1,354) (1,369) (1,508)
Increase in Net OPEB obligation 2,000 1,553 2,220
Net OPEB obligation - beginning of year 18,091 20,001. 21,644
Net OPEB obligation - end of year $ 20,001 $ 21,644 $ 23,864
City Net OPEB obligation - end of year $1,990,155 $2,147434 - $2,384,938
| “Table 18 |
PORT OF SAN FRANCISCO

Other Postemployment Benefits (GASB 75 supersedes GASB 45)
For the Fiscal Years Ended June 30%

" (Amounts in Thousands)
City ‘ P _ 2018 2019
Plan Fiduciary Net Position $ 174,477
Total OPEB Liability (TOL) ' " 3,891,686
Net OPEB Liability (NOL) 3,717,209
Plan Fiduciary Net Position as Percent of TOL 4.5%
Covered Payroll 3,393,658
NOL as Percent of Covered Payroll 109.5%
- Port

Port's allocation of Citywide OPEB 0.83%
Net OPEB Liability (NOL)

$30,750

Source: City & County of San Francisco Postretirement Health Plan GASB 74/75

, The primaty source of the fiscal year 2017-18 OPEB information in the above table is the City & County of
San Francisco Postretirement Health Plan GASB 74/75, prepared by the City’s actuarial consultants. The GASB
74/75 Report is appropriate for preparing financial statements, but not appropriate for the measurement of funding
requitements _for the OPEB Plan. With GASB 74/75 there is an emphasis on certain items including Net OPEB
Liability, Plan Fiduciary Net Position as a Percent of Total OPEB Liability. Net OPEB Liability — For Fiscal Year’
2017-18, the Port’s Net OPEB Liability was $30.75 million, which was 0.83% of the City Net OPEB Liability of
$3.7 billion. As the Port is an énterprise department of the City it receives an allocated share of the City’s NOL.
The Plan Fiduciary Net Position in fiscal year 2017-18 of $174.5 million is primarily the value of assets held in the
Retiree Health Care Trust, which represents approximately 4.5% of the Total OPEB Liability of $3.9 billion, which
means the OPEB Plan is significantly underfunded.

More ﬁnanmal information about the OPEB Plan can.be found in the Port’s Fmancmls Statements located
at www.sfport:com and the City’s CAFR Iocated at www.sfcontroller.org.
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PORT CAPITAL IMPROVEMENT PROGRAM AND DEVELOPMENT STRATEGY

Most of the capital assets of the Port were constructed for use in the pre-containerized cargo shipping
industry and, while still in usable condition, are reaching the end of their useful structural life. Many of the piers
and building structures were originally constructed between 50 and 100 years ago and are historically significant.
Of those, only ten — Oracle Park, the Ferry Building, Pier 1, Piers 1¥%, 3 and 5, Pier 15, Pier 27, Piex 39, Pier 45, Pier
‘48 and Pier 80 — have been jmproved by a major rehabilitation since 1969. The Port has also removed an additional
*16 piers and nearly one million square feet of pile supported structures over the past 30 years to create open vistas,
build new marinas and eliminate public safety, navigational and fire hazards, Recognizing the historic significant of
the Port’s facilities, the National Park Service has designated two National Register Historic Districts along the Port,
the Embarcadero National Register Historic District from Pier 45 in the north to Pier 48 in the south and a portion of
the Pier 70 area in the Port’s Southern Waterfront.

The Port faces significant maintenance challenges as a result of the age and condition of Port facilities, as

well as their location, on filled tidelands in an active seismic area. The Port must also manage the complexities of
" operating in a marine environment. Wet and dry cycles due to tidal and storm movement of the Bay waters cause
the pier substructires including the piles supporting the piers and he aprons that surround the pier sheds, as well as
the under-pier utilities, to degrade rapidly. . In order to remain functional, code-compliant and in wsable condition
many Port facilities require capital improvements. Currently, many of the Port Commission’s leased facilities need
repalrs and seismic upgrades that limit the Port’s ability to realize potential lease revenues. ‘Without the necessary
repairs, the facilities will continue to deteriorate and will eventually be condemned, resulting in the loss of leasable
space. :

. Facility Assessment Program

Formalized in 2002, the Port’s Facility Assessment Program inspects, categorizes and records the condition

of the over 350 piers, wharves and buildings in the Port area. The Port’s Facility Assessment Team manages the

~program, conducts periodic inspections to identify health and safety issues, and informs tenants and the public about

its findings. The Facility Assessment Team is comprised of civil and structural engineers (primarily Port staff, but

. also some outside contractors) who perform facility inspections and non-engineering Port staff who provide support

in addressing legal and lease-related matters arising out of the inspections. The frequency of the inspections varies

by facility and depends on the type of building material and the type of occupancy or-use of the facility. Based on

the structural condition of each facility, the Facility Assessment Team makes recommendations for-barricades and
warning signs. - The inspection findings are used to document maintenance and repair needs for the Port facilities.

Capital Improvement Program

The Port prepares two capital planmng documents, a Ten-Year Capital Plan and a Five-Year Capital
Improvement Program (“Five-Year CIP”), in alternahng years to prioritize its capital investments. The Ten-Year
Capital Plan provides a full inventory of capital needs and projected funding sources to allow the Port to identify and
develop strategies for addressing unfunded need. The Port uses its Five-Year CIP to ‘prioritize investments
biennially. The Port submits the first two yeats of the Five-Year CIP as its two-year capital budget for review and
approval by the Board of Supervisors and the Mayor. See “PORT COMMISSION FINANCIAL .OPERATIONS —~
Port Commission Operating and Capital Budget Processes.” The Port’s current Five-Year CIP, updated for Fiscal
- Years 2018-19 ~2022-23 was adopted by the Port Commission on February 27, 2018, and is further described under
“Bive-Year CIP” below. Copies of the Five-Year CIP can be found on the Port’s website at www.sfport.com.

The Fiscal Year 2018-19 — 2022-23 CIP details the capital projects the Port anticipates funding and
initiating over the next five. years. This specific work program represents a prioritized subset of the capital work
identified in the Port’s Ten Year Capital Plan. A Technical Review Committee composed of Port staff prioritized
projects for inclusion in the CIP. The capital investments support the seven goals Jaid out in the Port’s Strategic
Plan, particularly the goal of Stablhty, which aims to: “Maintain the Port’s ﬁnancm] strength by addressmg deferred
maintenance, maximizing the value of Port property and increasing revenue.”

Port staff updates the CIP every two years, in conjunction with the City’s biennial budget development.
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The Port is updating its planning process for the Fiscal Years 2020-21 — 2024-25 CIP to collect more
accurate facility condition information, improvement project cost estimates and allow Port staff to develop and
evaluate a comprehensive list of capital needs for its facilities. During this planning process, the Port will perform a
comprehensive facility condition assessment on ten facilities, including both piers and buildings, evaluating all
. structural elements of the facilities, including substructure and superstructure, as well as building systems. The goal
of the process is to develop Five-Year CIP projects that will improve entire Port facilities rather than address
individual, unconnected facility improvements, i'e., combining all necessary facility repairs and improvements into a
single project, rather than simply replacing a roof or some other. system and returning to the facility during a later -
budget cycle to address other issues. This approach will allow the Port to improve project efficiency, reduce the
time it takes to improve a facility and potentially facilitate quicker leasing as a result.

Capital Projects and Needs. The $579 million of work proposed in the Five-Year CIP is funded thIough a
mix of internal Port revenue ($126 million) and external sources ($453 million) that supports both new projects and
previously appropriated projects requumg additional funds to complete. Additionally, the Fiscal Year 2018-19 —
2022-23 CIP funds a new investment in a Port Project Management Office to ensure delivery of capital projects in a
. timely and efficient manner.

Potentlal Funding Sources. To balance the broad capltal needs of the Port, the department uses a deliberate .
approach focused on: 1) dedicating 25% of Port revenues to capital; 2) making strategic investments that support the
Port’s mission; and 3) seeking outside funding sources to help address the shortfall in funding for upkeep of Port
facilities and for enhancement projects, such as parks, that do not generate revenue for the Port,

Secui'ing external funding from grant programs, other governmental sources, and public-private
partnerships is key to addressing the Port’s capital needs and to support non-revenue generating enhancements such
as parks and open-space. The Port is successfully pursuing such sources; external sources compose neatly 80% of
the projected capital investment over the next ten years. The diversity of external sources identified by the Port has
also grown in recent years to include new Infrastructure Financing Districts (“IFDs™), a limited property tax
increment pledge for shoreline resiliency, and a new $425 million General Obligation Bond for the Seawall
Program. The Port’s public-private partnershlps including the development projects at Mission Rock and Pier 70,
will enable approximately $500 million in renewal and enhancement of Port infrastructure over the neéxt ten years,
In particular, the Jocal special use districts that the Port has created to support these large development projects will
be an essential financing tool to address Port capital needs,

Recently Compieted Capital Improvement Projects

The Port has improved its capital assets and capital future in many ways. The following are hlghhghts from
the last twelve months;

" Pier 23 Mechanical Electrical Plumbing Upgrade. The Pier 23 Mechanical Electrical Plumbing Upgrade
Project improved the lighting, water and sewer systems at Pier 23. Work scope included the teplacement of the
- existing water service with a 4-inch water service, running the length of the shed, with a new backflow preventer.
The project also installed an above-deck 8-inch sanitary sewer riser that will allow for future above-deck sewer
connections. Additionally, the project replaced existing shed lighting with new energy efficient LED fixtures and -
mstalled emergency egress lighting for saféty. -

- Pier 45 Public Restroom Improvement. This project constructed a new men’s and women'’s publié
restroom building inside Pier 45 Shed A. The new public restrooms consist of a 400 square-foot structure adjacent
to two existing single-user restrooms constructed in 1993, These restrooms will provide public restroom facilities at
. Flsherman s Wharf

Pier 31.5 (Alcatraz Ferry Embarkation) Substructure Repair. Pier 31.5 is the site of the National Park
Service’s Alcatraz Ferry operations. This project included repairs to the Pier 31.5 marginal wharf and infill wharf
and adjacent apron substructutes; repairs to portions of the Pier 33 substructure and apron; repairs to a portion of the
Pier 31 shed substructure; and installation of sleeves on some concrete apron piles ‘at Pier 31. The repair also
* included upgrading the entire driveway along the Pier 31.5 marginal whatf to accommodate heavy loads.
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Pier 94 Backlarids Improvements Project. The Pier 94 Backlands is an approxunately 47-acre expanse of
formerly largely undeveloped land in the Port's southern waterfront area bounded by Amador Street and Cargo Way.
This project made improvements to approximately 23 acres of the site to create approximately 10.5 acres of leasable
land parcels. The improvements included creation of a storm water management system, Jandscaping, capping of a
regulated landfill area, lighting and other utilities, and the construction of a new access road.

- "Pier 68 Shipyard Power Relocation and High Voltage Redistribution Project” The Shipyard Power -
Relocation and High Voltage Redistribution Project replaced aged electrical infrastructure throughout the Pier 68
Shipyard. This project removed, replaced and properly disposed of all PCB oil-containing transformers and
electrical equipment located at the shipyard, and installed new switch gear énd power routing equipment that w111
allow for more efficient and effective power consumption and use at the facility.

Pier 27 Passenger-Shelter. This project installed a steel-framed passenger shelter, approximately 2,600
square-feet, at the ground transportation area of the Pier 27 Cruise Terminal. The new passenger shelter replaced the
ternporary non-permitted shelter and provides weather protecﬁon for cruise passengers transferrmg to and from the
cruise terminal by bus'or automobile.

Ongoing and Future Capital Projects

Ongoing Projects. Bach year, the Port capital budget funds deferred maintenance and improvement of
existing systems and Port facilities. Among other things, this work includes dredging to maintain the depth of the
berths at the Port’s piers to accommodate water traffic, as well as projects designed to enhance the Port’s facilities
including infrastructure investments needed to attract new development on Port property:

Bond Funded Projects. The Port has berefitted from three general obligation bonds over the past 11 years.

" City voters approved Proposition A — Clean and Safe Neighborhood Park General Obligation Bonds in February
2008, authorizing the issuance of $33.5 million of City general obligation.bonds to finance certain waterfront parks
on Port property.. In November 2012, City voters approved Proposition B — Clean and Safe Neighborhood Park
General Obligation Bonds, authorizing the issuance of $34.5 million of City general obligation bonds, to finance
certain parks and waterfront open spaces on Port property. In November 2018 voters passed Proposition A —
Embarcadero Seawall Earthquake Safety Bonds to support seismic and flood improvements to the Embarcadero -
Seawall. '

Real Estate Development Projects. Since the 1970s, the Port has used pubhc—pnvate partnershlps as its
primary tool for redeveloping its property. Completed development projects have helped address the Port’s deferred
maintenance capital needs and provided a source of new revenues.

. The Port anticipates that major real estate developmént projects, including the Pier 70 Waterfront Site

project and the Mission Rock project, will address approximately $90 million of the Port’s deferred maintenance

capital needs over the next ten years. These development projects involve a variety of project risks, including

" development, entitlement, financial, construction, project. completion, market and operating risks; but with few
exceptions, generally no immediate negative risk to revenues.

In its public-private development projects, the Port seeks to shift all or most.of the project completion risk
to the private development partner. The Port Commission does not typically subordinate its leases to the financing
obtained by the private developers and the Port Commission does not deliver the leasehold to the developer until the
developer is able to immediately start construction, with all entitlements, permits, equity and debt financing,
construction contracts, insurance, and guarantees in place. Until the leasehold is delivered to the developer, the Port
continues to receive rents from the interim tenants in occupancy. If a project does not proceed to construction, the
Port’s interim leasing revenues are maintained but the anticipated repairs and improvements and the other
anticipated financial benefits are not achieved. In recognition of,- and in exchange for, the project risks being
assumed by the developer, the Port Commission typically grants the developer a long-term lease (50-66 years).

.During the pre-development and development period, the Port is also subject to the risk of litigation from
developers whose projects do not proceed, notwithstanding contract provisions that prohibit developers from making
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claims against the Port. Once a lease is executed. the Port is subject to economic risk affecting the tenant, lawsuits
against the developer or the project and risks relating to the tenant’s failure to perform, mismanagement and smular
business risks, as any other owner lessor of commercial property. See “CERTAIN RISK FACTORS.”

To further minimize its exposure to project completion risk, in recent years, the Port has limited its
contribution toward public-private partnership projects to the existing land and facilities, plus the time related
expense of Port staff, attorneys -and other consultants needed to coordinate and assist the developer. For some

developments, the Port may grant rent credits towards specific construction components and minimize- the direct
" contribution of Port funds. During the pre-development and development phases of a project, the amount of the
interim lease revenue to the Port is typically reduced because of the uncertainty the pending project creates for
interim tenants, with the Port being able to offer only very short-term leases. During the construction period for the
project, the rent that the developer pays the Port is typically substantially less than the Port previously received.

The following real estate development projects on Port property are currently at various stages of
negotiation and development with a private investor/partner and no assurances can be given that any of the described
projects will result in a completed project or in increased revenue. Further, certain projects include aspects. that may
decrease revenue. Should they proceed to construction, the following projects are expected to decrease Iental
revenue to the Port on a short-term and/or long-term basis. Such decreases are discussed and reflected in the
pro]ectlons described under “PORT COMMISSION FINANCIAL OPERATIONS — Projected Debt Service
Coverage.” :

Pier 70 Warerfront Site. Brookfield Asset Management Inc., through iis recent acqisition of Forest City .
Realty Trust, Inc., is the Port’s development partuner for the Waterfront Site at Pier 70. Project construction started in
2018, with full build-out completion estimated in ten to 15 years. In this $300 million, ten-year plan period,
development will include nine acres of waterfront parks, playgrounds and recreation opportunities; new housing
units (including 30 percent below market-rate units); restoration and reuse of currently deteriorating historic
structures; new and renovated space for-arts, cultural, small-scale manufacturing, local retail, and neighborhood

services; up to two million square feet of new commercial and office space; and parking facilities and other
transportation infrastructure. '

The Port Coxmhission has designated the Pier 70 SUD as a Special Facility. “SECURITY AND SOURCES
OF PAYMENT FOR THE SERIES 2020 BONDS - Additional Bonds and Other Obligations - Special Facilities
and Special Facility Bonds.” '

Seawall Lot 337 and Pier 48 (“Mission Rock”). The vision for this project, led by Seawall Lot 337
Associates, LLC (an affiliate-of the San Francisco Giants), is a flexible development balancing residential, office,
retail, exhibition, and parking space in a combination of uses that meet market demands and reflect community and
regulatory concerns, and ensure mixed-use diversity. The Port anticipates that this project will generate niew
revenues through leases and the formation of an Infrastructure Financing District. In this ten-year plan period, the
developer will complete $200 million in mfrastructure enhancemernts including streets, 81dewa1ks and utilities. '

The Port Commission has designated the Mission Rock Project Site as a Spec1a1 Facility. “SECURITY
AND SOURCES OF PAYMENT FOR THE SERIES 2020 BONDS - Additional Bonds and’ Other Obligations -
Special Facilities and Special Facility Bonds.”

Alcatraz Embarkation. In June 2018, the Port Commission approved the new Alcatraz Ferry Embarkation
Project located at Piers 31-33 on The Embarcadero at Bay Street. The project is anticipated to result in [$41.5
million] of investment in these piers. The Alcatraz Project will activate the Pier 31 bulkhead with a plaza, café, and
improved public restrooms, and transform the Pier 33 bulkhead into a visitor-contact station. The improvements
will enhance the visitor experience on the wharf and the waterfront. Improvements to the site will be made through a
lease with a new tenant, the Golden Gate National Parks Conservancy, and through a lease with a ferry
concessioner, to be selected by the National Park Service through a competitive-bid process. The Alcatraz
Embarkation Project improvements are projected to be complete by 2024. To prepare the site for the new tenants,
the Port is currently undertaking a $7.5 million repair to the facﬂlty s substructure.
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Seawall Lot 322-1 Development for Affordable” Housing. In 2014 the Port Commission approved a
memorandum of understanding between the Port and the Mayor’s Office of Housing and Community Development *
(“MOHCD”) regarding a joint effort to pursue the feasibility of improving Seawall Lot 322-1 with an affordable
housing development. MOHCD selected Bridge Housing and the John Stewart Company as its private partners to
develop the site with 125 family housing rental units, a childcare center, and restaurant space at a projected cost of
$90.7 mﬂhon The prOJeCt began constructlon in July 2019

Seawall Lots 323 and 324 JIn 2015, the Port COIIIIDlSSlOIl approved an exclusive negotiation agreement
with Teatro ZinZanni and its financial partner, operating together as TZK Broadway, LLC, for the lease and
development of Seawall Lots 323 and 324. The proposed development will include a single, four-story building
with a 180-200 room hotel, restaurant/bar, an approximate 280- seat theater featuring Teatro’s historic “Spwgeltent’
and-an approximate 14,000-square-foot privately financed public park. The projected total development cost is
estimated at $135 million, to be funded with private funds. The project is anumpated to be constructed and
operational by 2021. .

Downtown Ferry Terminal Expansion. The Bay Area Water Emergency Transportation Authority is
implementing the Downtown San Francisco Ferry Terminal Expansion project to expand and improve facilities at
the ferry terminal. The expansion will accommodate anticipated increases in ferry ridership as new services from
downtown San Francisco to Richmond, Treasure Island, and other locations, are introduced through 2030. The
project includes construction of two new ferry gates and four new berths, landside pedestrian circulation
improvements, installation of amenities such as weather-protected areas for queuing and covering of the current

“lagoon” area south of the Ferry Building. This covered area wiil enbance emergency response capabitities and
serve as a new public plaza in the heart of the Ferry Building area. Construction on the $95 mﬂhon project began in
2017 and will be complete by 2020.

Mission Bay Ferry Landing. The Mission Bay Ferry Landing will provide critical transbay and regional |
ferry service to and from the fast growing southern waterfront neighborhoods of San Francisco, the financial district
and the East and North Bay. The landing will include capability to berth two ferries simultaneously to provide
regional access to UCSF Mission Bay, the Chase Center (Golden State Warriors), and the surrounding
peighborhoods. These amenities are essential to alleviate current regional transportation overcrowding and to
provide transportation resiliency in the event of an earthquake, BART or Bay Bridge failure, or another unplanned
event. The estimated project cost is $45.7 million and includes design and permitting, funded in the prior Capital
Budget at $7.0 million. The City has committed $9.6 million toward the $38.7 million construction phase and
anticipates fundmg the remaining construction cost from external sources.

. Seawall Earthquake Safety Program. The Embarcadero Seawall was constructed more than a century ago

and provides the foundation of over three miles of the City’s northeastern waterfront stretching from Fisherman’s
Wharf in the north to Mission Creek in the south. The Seawall was built prior to the development of modern
engineering and an understanding of seismic forces and liquefaction. Over the century, the Seawall has aged and
settled and no longer offers the City the same level of flood protection. 'In response to these factors, the Port is
leading a citywide effort to address immediate life safety upgrades to the Seawall. Phase I of the Seawall Program is
a-major City and Port effort to significantly improve earthquake safety and performance of the Bmbarcadero
Seawall, provide near-terh flood protection improvements, and plan for additional long-term resilience and
adaptation. The $500 million Phase I will develop and complete the most immediate life safety and flood risk
improvements to the.Seawall at key locations by approximately 2026, The Port estimates that full mfrastructure .
improvements will cost up to $5 billion in 2017 dollars and take up to three decades to complete

The Seawall supports the historic Embarcadero Promenade, many of the city’s iconio destinations, parks,
and local businesses which attract more than 24 million people to the waterfront each year. The Seawall also
underpins key lifeline utility networks, emergency response facilities and infrastructure including the Bay Area
Rapid Transit, Muni Metro and ferry transportation networks. All told, the Seawall supports over $100 billion in
annual economic activity and assets along the waterfront. The Seawall’s importance to the broader economic health
and emergency preparedness of San Francisco and the Bay Area has inspired the Port to seek external revenue

. sources to fund the program.
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In 2017 the City convened a Seawall Finance Worklng Group to analyze local, state and federal sources
.and prepare a set of funding recommendations for the Port and City. Over the past two years, the Port has
successfully implemented significant components of this funding plan, including receiving voter approval of a $425
million General Obligation Bond for the Seawall, a $5 million appropnaﬂon from the state in Fiscal Year 2018-19
and $1.5 million in New Start funding from USACE. .

. Impact of Dissolution of Redevelopment Agencies

Under Assembly Bill No. X1 26 (“AB267) -and the California Supreme Court’s decision in California
Redevelopment Association v. Matosantos, No. S194861, all redevelopment agencies in the State of California,
including the Redevelopment Agency of the City and County of San Francisco (“Agency”), were dissolved by
operation of law as of February 1, 2012. The Board of Supervisors adopted Resolution No. 11-12in January 2012
to provide for the transition to the City of the Agency’s non-affordable housing assets and functions pursuant to
AB26. In June 2012, Assembly Bill No. 1484 (“AB1484") was adopted by the California Legislature. AB1484,

signed by the Governor on June 27, 2012, significantly amended AB26 and impacted the transition plans initiated by
the City. -

A portion of the Rincon Point-South Beach Redevelopment Prolect Area is within the Port Area and the
Agency holds leasehold interests to certain Port properties in the South Beach area pursuant to sixteen ground
leases. Under these leases the Agency developed and operated the Port’s Pier 40 facility, and the adjacent 700 slip
- marina harbor, togethér known as South Beach Harbor. In addition, the Agency developed seawall lots and other

Port property in the Central Waterfront with a park, housing, restaurant and retail projects.

_ Prior to AB1484, it was planned for the Port to resume management and control on July 1, 2012. On July
1, 2012 the Port began managing and operating the South Beach Harbor (“SBH)” marina and related facilities on
behalf of the Office of Community Investment and Infrastructure (“OCIL”), the Successor Agency to the
Redevelopment Agency, , and the Port and OCII began discussions concerning the transition, termination of Port
agreements, and the transfer of operations, assets and certain obligations from OCII to the Port.

. In 2015 a Memorandum of Agreement (“MQA’) was approved by the Port, OCII, the Oversight Board to
OCII and the California State Department of Finance. However; the transfer was executory pending the completion
of all closing conditions, most notably approval from Cal Boating to remove OCII as a borrower on three loans that
Cal Boating made to the Agency to construct South Beach Harbor (The Agency and the City were co-bortowers for
these Cal Boating loans). Property tax increments revenues were pledged-to a 1986 Agency revenue bond issue that
pre-dated the Port’s Revenue Bonds. The South Beach Harbor revenue bonds were paid off on December 1, 2016.
Net revenues from South Beach Harbor are also pledged as security for the Cal Boating loans.

In March 2019 the Port received approval from Cal Boating to remove OCII as borrower on the Cal
Boating loans, and on April 30, 2019 the Port and the Successor Agency completed the ground lease terminations
and the asset transfer. As part of the transfer, the Port also assumed the repayment of the Cal Boating loans. At the
time of the transfer the total outstanding balance of these loans was $6.1 million, .

In conjunction with the assets’ transfer, the Port Commlsswn approved designating the South Beach Harbor
project area as a Special Facility and the Cal Boating loans as Special Facility Bonds as provxded for in the
Indenture, effective April 30, 2019. As a result, net revenues generated by South Beach Harbor are “Special Facility
Revenues” and are not included in the “Revenues” pledged to débt service on the Series 2014 Bonds and Series
2020 Bonds; and, likewise, Cal Boating does not have access to the Port’s general revenues as a source of security
for their South Beach Harbor loans. “SECURITY AND SOURCES OF PAYMENT FOR THE.SERIES 2020
BONDS - Additional Bonds and Other Obhoanons Special Facilities and Special Faczlzty Bonds.”

" TA264678.6 ‘
_60-

911



CERTAIN RISK FACTORS

_ This section provides a general overview of certain risk factors which should be considered, in addition to
the other matters set forth in this Official Statement, in evaluating an investment in the Series 2020 Bonds. This
section is provided for convenience and is not ineant to be a comprehensive or definitive discussion of the risks
associated with an investment in the Series 2020 Bonds, and the order in which this information is presented does
not necessarily reflect the relative importance of various risks. Potential investors in the Series 2020 Bonds are
advised to consider the following factors, among others, and fo review this entire Official Statement to obtain
information essential to the making of an informed investment decision. Any one or more of the risk factors
discussed below; among others, could lead to a decrease in.the market value and/or in the marketability of the
Series 2020 Bonds or adversely affect the ability of the Port Commission to make timely payments of principal of or
interest on the Series 2020 Bonds. There can be no assurance that other risk factors not dzscussed herein will not
become material in the future.

Limitation on Remedies . -

The Indenture provides only limited remedies to Bondholders in the event of a default by the Port
Commission. The enforceability of the rights and remedies.of the owners of the Series 2020 Bonds and the Trustee
under the Indenture in the event of a default by the Port Commission may be subject to the following: limitations on
legal remedies avaijlable against cities in California; the federal bankruptcy code and other bankruptcy, insolvency,
reorganization, moratorium and similar laws relating to or affecting the enforcement of creditors’ rights generally,
now or hereafter in effect; principles of equity which may limit the specific enforcement under State law of certain
remedies; and the delay and uncertainty inherent in legal proceedings. The enforceability opinion of Co-Bond
Counsel will be made subject to such limitations on remedies. See APPENDIX F — “PROPOSED FORM OF
LEGAL OPINIONS OF CO-BOND COUNSEL.” - : . . .

Condition of Port Facilities

Most capital assets comprising the Port range from 50 to 100 years old and require significant repair for
continued use. The age and condition of Port facilities, combined with their construction on filled tidelands in a
high-risk seismic area, mean that most Port facilities will need future capltal unprovements in order to continue to be
functional, code compliant and in usable condition in service of the mission of the Port. The Port has demolished or’
removed from service-a number of facilities over the past 45 years, including some facilities that had been.
generating revenue for the Port and, in the absence of funding for needed capital improvements, the Port will
remove additional revenue-generating facilities from service in the future. See “PORT CAPITAL PLAN AND
DEVELOPMENT STRATEGY.” The Port envisions the need for further public and/or private development of its
facilities and property, much of which requires legislative and regulatory approvals, to address its capital shortfall.
If the Port fails to complete these development projects, Port facilities will continue to deteriorate, whlch may lead
to reductions in Net Revenue. .

State of California Air Emissions Regulétions and Associated Risks to Cruise Tndustry

The Port currently hosts over 80 cruise ship calls-and 300,000 passengers annually at the James R. Herman
(Pier 27) and Pier 35 cruise terminals, The Pier 27 cruise terminal is the primary terminal used and is equipped with
high voltage shore power to provide zero-air emission power to cruise ships berthed at the terminal. The Pier 35
crujse terminal is used when multiple cruise ships call at the Port on the same day and is considered an “overflow,”
or secondary terminal. The Pier 35 cruise terminal is not equipped with shore power and cruise ships must use their-
auxiliary engines for power while berthed at Pier 35,

The California Air Resources Board is charged with protecting the public from the harmful effects of air
poltution. CARB focuses solely on California’s unique air quality challenges and sets stricter air emissions standards
~ for the state than nationwide air quality emissions standards. Existing CARB regulations require a certain percentage

of cruise vessels to connect to shore power when at-berth to reduce air emissions. CARB is currently developing a -
- new regulation that would require all cruise vessels to connect to shore power when at-berth. The new regulation is
scheduled to be adopted by CARB in December 2019 with an implementation date of January 2021.
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Shore power installation at the Pier 35 cruise terminal is not feasible due to inadequate existing eléctrical
infrastructure and the obsolete layout of the facility; therefore, cruise ships would no longer be able to call at Pier 35
if the new CARB regulation is adopted as currently drafted. Annually, ten to fifteen cruise ships call at Pier 35 on
average. However, this volume is likely to increase in 2020. Considerable revenue loss to the Port and economic loss
to the C1ty from tourism and consumerism would occur if ships cannot call at a secondary terminal location.

To meet this chaxlengu, the Port is currently evaluating other Port sites as pos51ble secondary cruise
terminal locations and is exploring alternatives for supplying power to vessels at-berth, both of which could require
substantial capital investment from the Port. At the same time, CARB is providing regulated parties an opportunity
to provide comments on the proposed new regulation. The Port has provided comments and expressed concern
directly to CARB regarding the economic. impact of the proposed regulation. The Port is also participating in a
stakeholder coalition that submitted an alternative proposal to CARB which includes measures to ensure compliance

and emissions reductions consistent with CARB’s emlssmn goals while also providing flexibility to regulated
parties.

Certain Economic and Other Constraints on Port Revenue

The ability of the Port to maintain or'increase revenue growth in the future may-be affected by a variety of
economic, legislative and regulatory factors that are outside of its direct control.

The Port operafes purgnant to many legislative and regulatory constraints that significantly restnct its
ability to maximize the revenue generating activities of its waterfront properties. Public objectives set by many of
these legislative and regulatory requirements, including the Port’s Waterfront Land Use Plan and BCDC's
Waterfront Special Area Plan, limit the Port’s ability to maximize the commercial revenue generating opportunities .
available for many of the Port’s properties. In addition, the Port is subject to many of the same economic and
competitive factors affecting other commercial and real estate business enterprises in the region.

The transfer of the Port to the jurisdiction of the City in 1969 was made in trust for the people of California. .
The public trust doctrine directs the use and development of Port properties. The pubhc trust doctrine, as codified in
the Burton Act and the related Transfer Agreement, mandated the following missions for the Port: (1) to promote
navigation, fisheries and maritime commerce; (2)to protect natural resources; and (3) to develop recreational
facilities that attract people to enjoy the Bay and the waterfront. See “Burton Act and Transfer Agreement” below.
The public trust doctrine has been interpreted over time by the courts, the Attorney General, the SLC and the BCDC.

The Port’s properties are also subject to the Waterfront Land Use Plan, adopted in Jupe 1997, which was
developed by the Port Commission’ through a public consensus process to provide a framework for all future
development of Port propeity. Analyses conducted concunently with the development of the Waterfront Land Use
Plan concluded that, while the Waterfront Land Use Plan had significantly expanded the scope of revenue
generating activities that could be developed on Port property, changes in the regulatory environment were required
and other finding and financing mechanisms were needed for the Port to carry out its missions. Required regulatory
changes have been achieved with the City and with BCDC, and additional regulatory changes are béing pursued by
the Port.and will likely be required in the future. The Port can give no assurances that such changes will be granted.

Under the Charter, the San Francisco Municipal Elections Code and the California Elections Code, City
voters may seek to nullify certain ordinances approved by the Board of Supervisors through the process of
referendum (generally, the referendum power does not extend to the annual budget or appropriations ordinances,
annual salary ordinances, ordinances authorizing the City Aftorney to setfle lifigation, ordinances that relate to
purely administrative-affairs, ordinances necessary for the Mayor’s exercise of emergency powers, and ordinances
providing for the issuance of general obligation bonds). A referendum is a petition protesting certain ordinances
passed by the Board of Supervisors and asking that the Board of Supervisors reconsider the matter. If the Board does
not repeal the ordinance, it is submitted to the voters at the next general municipal election or a special election. The
operation of the ordinance is suspended until approved by the voters. As a recent example, City voters overturned a
Tune 2012 decision of the Board of Supervisors allowing the consttuction of a luxury high-rise residential
development along the Embarcadero in the November 2013 elections, through the referendum process.
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City voters may also avail of the initiative process, whereby a proposal for a new ordinance or charter
amendment is placed on the ballot by a petition with the required number of 31gnatures

The processes of initiative and referendum are available to California voters at the State level and may be
used by voters to effect changes to the State Constitution, statutes or charters. The Port’s ability to maintain or
increase revenue growth and develop the Port Area may be limited by the processes of initiative and referendum at
the City and State levels. The Port Commission is unable to predict any future achons by the voters of the City or the -
State and their impact on the Port Commission’s operations.

The Port’s propertles suffer from a significant amount of deferred maintenance and/or desirable capital
improvements. In order to promote its mission to foster and promote navigation, fisheries and maritime commerce,
the Port is obligated to preserve significant waterfront historic resources that have great significance to the region
and the nation but that are very. costly for the Port to maintain and upgrade. The cost of needed repairs to the Port’s
properties has been estimated in the current Ten-Year Capital Plan to be approximately $1.59 billion aver the next
ten years. The Port currently reviews these costs on an annual basis and anticipates that this estimate will continue
to be refined as information is known and costs escalate. These estimates do not include the cost to repair the Port’s
seawall or to address sea level rise. See “PORT CAPITAL PLAN AND DEVELOPMENT STRATEGY.”

The public trust doctrine gives priority to maritime, visitor serving retail and other uses which do. not
necessarily generate maximum revenue from the Port’s waterfront land. Certain maritime revenue sources, such as
the Port’s cargo shipping lines, have declined. In response, the Port has focused its efforts on expandmg bulk cargo,
harbor services, cruise and ship repair maritime lines and its commercial {(on-inaritime) real estate operations.
Other-priority public trust uses, such as protection of natural resources and open spaces do not provide any direct
revenue and involve on going Operation and Maintenance Expense. The public trust doctrine prohibits housing on
Port property and limits general office use to portions of historic Port facilities that are rehabilitated according to
standards published by the U.S. Secretary of the Interior. The public trust doctrine permits interim leasing of Port
property for uses that are not consistent with the public trust (e.g., general office) for short periods of time, in most
cases not to exceed 10 years, in order to generate funds for the Port’s Harbor Fund. Additionally, as a result of .
Proposition H passed by the San Francisco electorate in 1990, hotels are prohibited on the Port’s waterside
properties. '

Burton Act and Transfer Agreement

" The Port Area was transferred to the City by the State pursnant to special legislation,. California Statutes
1968, Chapter 1333 (the “Burton Act”). The transfer was conditioned on the passage of certain Charter
amendments, which were approved by the voters of the City at an election held on November 5, 1968. The transfer
was effected pursuant to an agreement entered into between the State and the City, in accordancé with the Burton
‘Act, dated as of January 24, 1969 (the “Transfer Agreement”). The provisions of the Transfer Agreement generally
follow those of the Burton Act itself, “The amendments to the Charter were approved by the State Legislature as
required by the Transfer Agreement :

The Burton Act provided for the transfer to the City, in trust for purposes of commerce, navigation and
fisheries, of all of the real property located in the City and then under the jurisdiction of the San Francisco Port
Authority of the State, and of all related personal property. The Burton Act and the Transfer Agreement provide that
the Port Commission shail have complete authority to use, conduct, operate, maintain, manage, regulate, improve
and control the harbor of the City (i.e., the Port Area), and to do all things necessary in connection therewith.

The Legislature reserved the £ight to amend, modify or revoke, in whole or in part, the transfer of lands in
trust under the Burton Act, provided that the State assumes all lawful obligations related to such lands as may revert
to the State. The State has never exercised this right, other than as part of the State’s budget for Fiscal Year 1992-93
when certain Port revenues were required to be diverted to the State. The transfer may also be revoked, by an action
brought by the State Attorney General, for gross and willful violation of the terms of the transfer or the provisions of
the Burton Act or other legislative enactment. No such action has ever been brought or threatened by the State
Attorney General, nor is the Port Commission aware of any possible grounds for such an action.
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Under the Burton Act; revocation, in whole or in part, of any transfer of lands in trust to the Port '
Commission may not impair or affect the rights or obligations of third parties, including bondholdérs and Iessees
arising from existing leases, contracts or other agreements.

General Economic Risk énd Real Estate Risk

Most revenues of the Port Commission are derived from long term leases. Absent tenant turnover, the Port
Commission has limited ability to increase rents under such long term leases to offset any reduction of other
revenues or increase in expenses of the Port Commission. Thus, the ability of the Port Commission to respond to
unanticipated shortfalls in Net Revenue is limited.

The Port’s Revenue is derived primarily from property leases to commercial and industrial enterprises. The
Port’s tenants are subject to competitive conditions and other business and economic factors that may affect their
ability to pay rent to the Port, including local and regional economic conditions and levels of tourism. See “PORT
"REAL ESTATE OPERATIONS.” Any tenant of the Port. may elect not to renew its lease upon expiration of the
lease term. The ability of such businesses to continue in operation, and to pay rent to the Port, may be compromised
in the event of an economic downturn, failure of such businesses or their tenants to perform, mismanagement,
lawsuits, increased operating expenses, and similar business risks, or in the event of a natural or other disaster and
similar occurrences, and may be adversely affected by their ability to collect under their insurance policies in the
event of any occurrence of a casualty. In the event of a business downturn, a Port tenant may fail to make lease
payments when due, may decline to renew an expiring lease, may become insolvent or may declare bankruptcy or
may fail to maintain the premises. Any such non—performance or default by a tenant under the iease will have an
adverse impact on the Port’s Revenue. Nonperformance by a significant tenant could have a serious long-term
itpact on the Port’s financial condition. Even if, under the terms of the lease, the Port is able to terminate the lease
and evict the tenant, the Port may have difficulty in secuxmg another tenant. The terms of any new lease may not be
as favorable as the prior lease.

The Port Commission’s ability to make principal and interest payments on the Series 2020 Bonds is
dependent upon the generation of Revenue, which is derived from the collection of rents, rates, tariffs and charges.
A pumber of factors could adversely affect the Port Commission’s ability to generate Revenue and pay its operating
costs through its lease, rates and tariffs structure including, but not limited to, increased capital improvement needs
and the costs thereof, increased Operation and Maintenance Expenses, competition in the real estate market and
maritime industry for the -property and services offered by the Port, limits jmposed by standards for historic
preservation, changes in the cost and terms of debt financing, increased federal, state and city/county restrictions or
requirements, and general economic conditions. These factors are not within the Port’s conirol, to a large degree.
The ability of the Port to generate or maintain Revenue through its real estate development activities is affected by
the same factors. Any adverse change in any of the foregoing factors could make the ongoing development of the
" Port’s properties more difficult or impossible, even if only for a period of time.

The Port competes Wwith certain other port facilities in the immediate area and the fegion and is subject to
competitive factors and market condmons ina number of sectors. See “Certain Economic arid Other Constraints on
Port Revenue” above.

Risk of Earthquake and Tsunami

Risk of Earthquake. The City is located in a seismically active region. Active earthquake faults underlie
_both the City and the surrounding Bay Area, including the San Andreas Fault, which passes about three miles to the
southeast of the City’s border, and the Hayward Fault; which runs under Oakland, Berkeley and other cities on the
east side of San Francisco Bay, about 10 miles away. Significant recent seismic events include the 1989 Loma
Prieta earthquake, centered about 60 miles south of the City, which registered 6.9 on the Richter scale of earthquake
intensity. That earthquake caused fires, building collapses, and structural damage to buildings and highways in- the
City and environs.. The San Francisco-Oakland Bay Bridge, the only east-west vehicle access into the City, was
closed for a month for repairs, and several highways in the City were permanently closed and eventually removed.
On August 24, 2014, the San Francisco Bay Area experienced a 6.0 earthquake centered near Napa along the West
Napa Fault. - Neither the City nor the Port suffered any material damage as a result of the earthquake The effects of
-future seismic events may vary from the effects of past seismic events.
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In March 2015, the Working Group on California Earthquake Probabilities (a collaborative effort of the
U.S. Geological Survey (the “U.S.G.S.”), the California Geological Society, and the Southern California Earthquake
Center) reported that there is.a 72% chance that one or more quakes of about magnitude 6.7 or larger will occur in
the Sari Francisco Bay Area before the year 2045. Such earthquakes.may be very destructive:

As indicated by the report, a significant earthquake in the City is probable during the time the Series 2020
Bonds will be outstanding. As stated in the Seismic Hazards Mapping Act of 1990, the effects of strong ground
shaking, hquefacuon, landslides or other ground failure account for approximately 95 % of economic losses caused
by an earthquake. The Seismic Hazards Mapping Act of 1990 requires sellers and agents of real property located-
within a Seismic Hazard Zone to disclose the zone designation to buyers at the time of sale. The Port Area is
located within a liquefaction zone according to a report prepared by the California Geologic Survey. Liquefaction is
a significant loss of soil strength resulting from increased pore water pressure during earthquakes. Loss of soil .
strength can cause damage to Port facilities and, infrastructure (including the seawall) due to ground settlement or
lateral spreading. The Seismic Hazards Mapping Act also requires cities or counties to regulate certain development
projects within the zones by withholding approval until the soil conditions of the project sites are investigated and
" appropriate rnitigation measures are incorporated into the development plans. As a part of the building permit
review for waterfront projects that trigger a seismic code upgrade, the Port requires geotechnical investigations be
conducted that profile the soils, determine the potential for liquefaction, and identify measures to mitigate seismic
impact. :

- The Port does not carry earthquake insurance and the Port does not anticipate ‘obtaining earthquake
insurance for the Port Area. In addifion, in the event faciliies locuted within the Port Area -are damaged or
destroyed inan earthquake the business operations and finances of the Port could be materially adversely affected.

Risk of Tsunami. The California Geological Survey (“CGS”), in concert with the Cahforma Emergency
Management Agency and the Tsunami Research Center at the University of Southern California, has produced
statewide tsunami inundation maps. CGS has identified the Port Area as being located in the San Francisco Tsunami

. Inundation Zone. Port facilities could be impacted by a tsunami that breaches San Francisco Bay. The Port does not
carry tsunami insurance and the Port does not anticipate obtaining tsunami insurance for the Port Area. In the event
facilities located within thie Port Area are damaged or destroyed by a tsunami, the busmess operations and finances
of the Port could be materially adversely affected.

" FEMA Flood Zone

The Federal Emergency Management Agency ("FEMA") is in the process of finalizing Flood Insurance
Rate Maps ("FIRMs") for the City, FEMA prepares the FIRMs to suppert the National Flood Insurance Program
("NFIP"), a federal program that enables property owners, busmesses, and residents in participating commumtxes to
purchase flood insurance backed by the federal government.

F]RMS identify areas that are subject to inundation during a flood that has a 1% chance of occurrence in a
given year (also known as a "base flood" or "100-year flood"). FEMA refers to an area that is at risk of exposure to
a flood of this magnitude as a special flood hazard area ("SFHA").

FEMA initiated preparation of a FIRM for the City/Port in the mid-2000s and issued a preliminary version
of the FIRM on September 21, 2007, which placed most of the Port’s piers and wharfs in “AE Zones,” which are
SFHA areas subject to inundation by tidal surge and waves less than three feet in height and "VE Zones" which are
SFHA areas subject to the additional hazards that accompany waves more than three feet in height. The National
Flood Insurance Program (“NFIP”) requirements for construction in VE Zone areas are particularly restrictive.

Specifically, a community cannot allow new constructlon or substantial improvement seaward of mean high tide ina
'VE Zone.

In December 2007, the City and the Port filed an appeal with FEMA arguing that the Port’s pier decks are
above the wave heights and should be excluded from the SFHA. Additionally, the appeal argued that piers are
constructed to resist vertical and lateral loads (e.g., wind load) that far exceed wave loads and would not hkely be .
damaged by wave action, rendering the risk of flood damage on the pier decks minimal.
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In 2008 the City adopted a Floodplain Management Ordinance (the “Floodplain Ordinance™) and then
amended the ordinance in 2010, at FEMA's request, to increase standards for construction in floodplains. Following
adoption of these changes, FEMA approved the City’s participation in the NFIP. To minimize or eliminate flood
hazard risks, the Floodplain Ordinance imposes requirements on new construction or substantial improvement of
structures in city-désignated flood zones. The Floodplain Ordinance designates the City Administrator as the City’s
Floodplain Administrator and recognizes the role of the Port’s Chief Harbor Engineer in administering the Port’s
Building Code, which includes standards for construction in floodplains, oo

Following the Clty s 2007 appeal of the FIRM, FEMA completed an additional study of the San Francisco
Bay and issued another prehmmary FIRM for the City and the Port’s waterfront areas on November 12, 2015. This
preliminary FIRM once again identified most of piers and wharfs within the Port jurisdiction in SFHA. On July 28,
2016, the City filed another appeal, submitting a detailed engineering ana1y31s, and askmg FEMA to consider
removing the V'E Zone designation from the Port s piers and wharfs.

" On May 31,2019, in response to the City’s 2015 appeal, FEMA issued a revised FIRM. ThIS version
addressed all concemns raised by the Port and used Zone D designation for the Port’s piers, wharfs and other
strnctures over water. Zone D is an area of possible, but undefined, flood hazard. ‘Use of Zone D designations for
the Port’s piers and wharfs provides flexibility in development of the Port’s historic piers and gives responsibility to
- the Port’s Chief Harbor Engineer to ensure all appropriate measures are taken to mitigate flood rigks in these Zone D

areas. .

The Port anticipaies that FEMA will issue a Letter of Final Defermination formalizing the revised FIRM in
. 2020. The City must then adopt the final FIRM and any necessary conforming amendments to the C1ty s Floodplam
Management Ordinance within six months.

Sea Level Rise and Risks Associated with Global Climate Change

Numerous scientific studxes on global chmatc change show that, among other effects on the global
ecosysten, sea levels will rise, extreme temperatures will become more common, and extreme weather events will
become more frequent as a result of increasing global temperatures attributable to atmospheric pollution. For
example, the Fourth National Climate Assessment, published by the U.S. Global Change Research Program, in
November 2018 (NCA4) finds that more frequent and intense extreme weather and climate-related events, as well as
changes in average climate conditions, are expected to continue to damage infrastructure, ecosystems and social
systems over the next 25 to 100 years.

In April 2017, the Working Group of the California Ocean Protection Council Science Advisory Team (in
collaboration with several State agencies, including the California Natural Resource Agency, the Governor’s Office
of Planning and Research, and the California Energy Commission) published a report, that was formally adopted in
March 2018, entifled- “Rising Seas in California: An Update on Sea Level Rise Science” (the “Sea Level Risé
Report™) to provide a new synthesis of the state of science regarding sea level rise. The Sea Level Rise Report
provides the basis for State guidance to State and local agencies for: incorporating sea level rise into design, |
planning, permitting, construction, investment and other decisions. Among many findings, the Sea Level Rise
Report indicates that the effects of sea level rise are already being felt in coastal California’ with more extensive-
coastal flooding during storms, exacerbated tidal flooding, and increased coastal erosion. In addition, the report
notes that the rate of ice sheet loss from Greenland and Antarctic ice sheets poses a particular risk of sea level rise
for the California coastline. Later, in May 2018, the State of California Ocean Protection Council issued an update
to its Sea Level Rise Guidance document containing improved science and policy with a better understanding of
risks quantified as probabilities. The projections for the near term and mid-century did not increase, but the high-end
range of projections for 2100 did increase from 36 to 66 inches to 41 to 83 ‘inches.

The Port currently experiences localized flooding due to hlgher water levels and settlement incertain areas,
The shoreline from Pier 22 to Pier 9 includes some of the lowest.elevations in San Francisco and these areas flood
during king tides and storm events, The current 100-year flood event would result in the bay overtopping the
Embarcadero Seawall and could result in flooding and ‘significant damage to Pozt and City assets in these low-lying
areas including the Muni portal, BART, the Bmbarcadero Promenade and Roadway, and low-lying assets and
services-from Pier 9 to Pier 22 and in the southern waterfront. Most of the San Francisco Bay shoreline, including
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the Port, consists of filled land that was elevated just high enough to avoid 100-year flood events and coastal storms
at the time that the fill was placed. As a result, much of the shoreline is low relative to the San Francisco Bay in -
areas of settlement and, as sea levels rise, the San Francisco Bay shoreline will experience more flooding over larger
areas of land at longer durations.

Sea level rise of only 16 inches will impact Port facilities. A rise of over 50 inches would cause frequent
flooding of the ma_]onty of the Port’s facilities including The Embarcadeto Roadway. Bétween 1854 and 2016, sea
level rose about nine inches according to the tidal gauge at Fort Point, underneath the Golden Gate Bridge. In May
2018, the Ocean Protection Council updated its sea level rise guidance to recommend that local jurisdictions plan for
arange of 17 to 42 inches in 2070 and 28 to 83 inches in 2100. The guidance also included an extreme scenario of
62 inches in 2070 and 122 inches in 2100. To meet this challenge, the Port has initiated or participated in a number
of projects and programs, including the Embarcadero Seawall Program, the United States Army Corps of Engineers
(“USACE”) Flood Resiliency Study, the Citywide Sea Level Rise Vulnerability’ Assessment effort and the Citywide
Hazard and Climate Resilience Plan. Additionally, the Port is working on several efforts to identify approaches to
‘reducing flood risk to its piers, including an initiative called Floodproofing the Piers. The Historic Piers
Rehabilitation Program is another effort to increase the resilience of the Port and its piers to flood risk and provides
an. opportumty to mcrease public and private partuershlps to address this challenge.

Adapting to sea level rise is also a key component of the City’s policies. The City and its enterprise
departments, incloding the Port, have been preparing for future sea level rise for many years and have.issued a
number of public reports. For example, in March 2016, the City released a report entitled “Sea Level Rise Action
Plan,™ identifying geographic zones at risk of sea level rise and is in the process of completing the Sea Level Rise
Vulnerability and Consequences Assessment for City assets and services, which will be Ieleased in the [Fall of
2019].

- As described above, coastal areas like San Francisco are at risk of substantial flood damage over time,
affectmg private’ development and public infrastructure, including roads, utilities, emergency services, schools,
housing, community facilities, local businesses, jobs, cultural and historic resources and parks. Ags aresult, the City
" could lose considerable tax revennes and many residents, businesses, and govermmental operations along the
waterfront could be displaced, and the City, including the Port, could be required to mitigate these effects at a
potentially material cost, Temporary flood events could reduce.access to Port and City assets and services, increase
maintenance and operations costs, reduce reliability, result in costs from disruption and damage of assets and
facilities. Increased duration,. severity and/or instances of such flooding would increase the likelihood of these
outcomes resulting in the likely, even if mitigated, reduction of demand for Port assets and services by leaseholders,
businesses, maritime operations, PDR, tounsts and others and therefore could have a material adverse effect on the
Port’s finances.

In November 2018, the voters of San Francisco passed Proposition A, a bond measure providing $425
million dollars to reduce the seismic and flood risk associated with the Fmbarcadero Seawazll, three miles from
Fisherman's Wharf to Mission Creek. Additionally, in September 2018, USACE and the Port of San Francisco -
signed an agreement to advance the USACE/Port of San Francisco Flood Resiliency Study which includes the area
from Aquatic Park to Heron’s Head Park. In recognition of the need to address both seismic and flood risk, the Port .
of San Francisco has created the Waterfront Resilience Program and is working on advancing assessments, policies,
plans and projects to reduce these risks as efficiently and effectively as possible. However, the rough estimated cost
to reduce these risks is over $5 billion in 2017 dollars, with less than $1 billien of such amount secured to date.

[Seawall litigation to be described as it develops on appeal]
Acts of Terrorism and Force Majeure Events

The federal Department of Homeland Security has identified the major ports on the California coast,
including the Port, and other ports in the United States, as facilities subject to a high level of risk of terrorist attacks.
In addition, certain facilifies on the Port are subject to regulation under the Maritime Transportation Security Act of
2002 (“MTSA”) and regulations adopted thereunder, which require the Port to implement security measures
designed to protect the ports and waterways of the U.S. from’a terrorist attack. Regulated facilities at the Port .
include cargo, cruise and ferry facilities. In response to such concerns and in compliance with MTSA and other
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applicable regulations, the Port has undertaken ddditional secirity measures — both at facilities regulated under
MTSA, and to protect Port-facilities and public access areas not regulated under MTSA. However, the Port
‘Commission cannot predict the likelihood of a terrorist attack on any of its facilities or the extent of damage or
disruption that might result or the degree to which such compliance measures will be successful in preventing an
attack. In addition, the Port Commission is not able to assess the ultimate cost of the security measures which are
currently required by the MTSA and applicable regulations or which may be required in the future. Required
security measures are reevaluated and modified: frequently by-the federal Department of Homeland Security. Such
‘measures, and the cost of their implementation, could increase in the future. The Port’s facilities are not insured by
the Port Commission against terrorist attack. See “No Insurance For Certain Losses” below.

- The Port’s facilities and its ability to generate Revenue from its properties are also at risk from other events
of force majeure, such as extreme. weather events and other natural occurrences, fires and explosions, spills of
hazardous substances, strikes and lockouts, sabotage, wars, blockades and riots. While the Port Commission has
attempted to address the risk of a loss from many of these sorts of occurrences through the purchase of commercial
" property and casualty insurance, certain of these events may not be covered by standard property and casualty
insurance coverages. Notwithstanding that the Port Cominission may seek recovery under its insurance policies in
the event of the occurrence of an insured loss, there exists the possibility that an insurer may deny coverage and
refuse to pay a claim and there is an attendant risk of litigation and delay in receipt of any loss claim payment. In
the event of damage to the Port’s facilities, the collection of lease rentals or other tariffs, fees and charges for the use
of Port properties and other amounts comprising the Revenue could be impaired for an undetermined period.

No Insurance for Certain Losses

The Port Commission does not currently maintain insurance insuring against loss resulting from

V earthquake, tsunami, flood, losses to its fleet of vehicles from terrorist activity and certain other types of loss. The

Port Commission would be required to pay for the costs resulting from any catastrophic loss from its budgetary

. reserves. It is expected that grant moneys from FEMA would be available to the Port Commission to pay a portion
of such costs. However, such FEMA grant funds, if available at all, might not be available in amounts sufficient to
pay a significant portion of such costs, and there can beno assurance that the Port Commission’s budgetary reserves

_ will be adequate to address any casualty or loss which its facilities might experience. See “PORT COMMISSION
FINANCIAL OPERATIONS - Risk Management and Insurance.” :

Operation and Maintenance Expenses

The payment of principal of and interest on the Series 2020 Bonds will be made from the Net Revenue of
the Port, which is comprised of the Revenue of the Port available after payment of the Operation and Maintenance
- Expenses of the Port. There can be no assurance that the Operation and Maintenance Expenses of the Port will
continue at the levels that currently prevail. Such expenses could increase substantially and could cause the Port
Commission to be unable to meet the debt service coverage requirement of the Indenture. The Port Commission has ~
a limited ability to increase its rates, tariffs and charges and in all cases, such increases are subject to prevailing
market conditions, which could cause such increases to raise the number of defaults under the Port’s agreements
with its tenants or to reduce the market demand for the Port’s properties. See “PORT COMMISSION FINANCIAL
OPERATIONS - Operation and Maintenance Expenses.” .

Risks Related to Envifonmental Liability; Hazardous Substances and Increased Envifonmental Regulation

The Port is subject to a widé varlety of local, State, and federal transportation and environmental laws.
Such laws include mandates with respect to the Port’s properties and operations conducted thereon, inchuding
tegulations governing uses of Port property, air emissions, stormwater compliance and discharges to San Francisco
Bay, and handling of hazardous materials. The regulations governing the use of Port property and activities
conducted on it are likely to evolve and become more restrictive over time. .

The Port is cumrently subject to environmental compliance orders issued by regulatory agencies with
purview over Port property or voluntary oversight by such agencies associated with known or suspected
contamination of Port property or groundwater. These agencies inchide the San Francisco Bay Regional Water
Quality Contro] Board and the San Francisco Department of Public Health. These orders and voluntary oversight
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typically arise from the activities of former Port tenants who are the primary responsible parties for such
contamination.. It is likely that future environmental investigations of Port property will result in identifying
contamination that will result i in additional orders and/cr voluntary oversight. In some of these cases, the Port may
have difficulty identifying parties responsible for the subject contamination. The costs to the Port to implement the
compliance measures required by such orders and mandates are included as Operation and Maintenance Expenses of
the Port, and are substantial. Such regulations are subject to amendment from time to time, and any such
améndments could requite the Port to undexrtake additional, costly compliance meéasures, The costs of such:. -
compliance measures and amendments ¢could materially increase the Port’s operating costs and thereby adversely
affect Net Revenue.

The Port Area includes properties on which hazardous substances have been located. It is likely, due to the
nature of past operations on Port properties, that additional Port properties will be found to have hazardous
substances located on them. See “PORT COMMISSION FINANCIAL OPERATIONS - Environmental
Compliance.” The Port as the owner of contaminated property may be liable i the event of a determination of the

presence or discharge of hazardous substances on its property, irrespective of its knowledge of the presence or
" discharge of such substances, or its lack of responsibility for the existence of such substances on its property. Costs
of remediation of these substances, if required, could be extrémely high and could exceed the value or revenue
generation potential of such properties. The costs of remediation could materially increase the Port’s Operation and
Maintenance Expenses and could thereby adversely afféct the Net Revenue available to pay the Series 2020 Bonds.
+ Insurance coverage for the costs of environmental liability of the Port may be ]Jmlted and many such costs are not
covered by commercial insurance policies. .

Construction Risk:’

Construction on Port property involves difficulties peculiar to construction over water and on landfill such-
as tide-limited work hours and unanticipated soil conditions or buried objects. Construction of Port facilities is also
‘subject to ordinary construction risks and delays applicable to projects of their kind, such as (i) inclement weather
affecting contractor performance and timeliness of completion, which could affect the costs and availability of, or
delivery schedule for, equipment, components, materials, labor or subcontractors; (i) contfactor claims or
nonperformance; (iii) failure of contractors to execute within contract price; (iv) work stoppages or slowdowns; (v)
failure of contractors to meet schedule terms; or (vi) the discovery of hazardous matenals on the site or other issues
regarding compliance with apphcable environmental standards,

Cybersecurity

The Port relies on several business software applications and extensive e-communication and file & data
sharing tools to conduct their operations, and faces multiple general cybersecurity threats including, but not Limited
to, hacking; phishing, viruses, malware and other attacks on its computing and other digital networks and systems
(collectively, the “Systems Technology”). As arecipient and provider of personal, private, or sensitive information,
the Port may be the target of cybersecurity incidents that could result in adverse consequences to their Systems
Technology, requiring a response action to mitigate consequences. In concert with other City and County of San

~ Francisco (“CCSP”) departments, the Port subscribes to and complies with centralized policy-based practices and
training to minimize risk of cybersecurity attacks. The Port’s Systems Technology is not directly accessible from
the internet, s the ability to misappropriate Port assets or cause operational disruptions is minimal. As with many
public sector agencxes the Port recognizes the primary cybersecurity nsk of phishing schemcs and other similar
attacks generated via email commumcatlon

The Port is committed to protecting its Systems Technology from cybersecurity threats. While residing

" within the CCSF data network, the Port’s network segments employ firewalls with strict policies and intrusion

detection protocols. The Port leverages 'a CCSF-dedicated cybersecurity prevention and response team with

sophisticated tools, 24/7/365 monitoring and notification procedures and practiced prevention, detection, incident

response, and mitigation efforts. The Port promotes and engages ‘in training and awareness initiatives beyond the

CCSF-mandated cybersecurity training program, w1th a devoted focus on phlshmg and other e-communication
attacks. :
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Constitutional and Statutory Restrictions on Fees and Charges; Change in Law

The Port is subject to State, federal and City laws that restrict its operations. Such laws may be amended at
any time. Several constitutional and statutory limitations on taxes, revenues and expenditures exist under State law
that could limit the ability of the Port to impose and increase revenue sources and to spend such revenues, and that,
under cerfain circumstances, could permit existing revenue sources of the Port to be reduced by vote of the City
electorate. These constitutional and statutory limitations, and future limitations, if enacted, could potentially have an .
adverse impact on the Port’s general finances and its ability to raise revenue, or maintain existing revenue sources,
in the future. A summary of the currently effective limitations is set forth below.

Articles XIII C and XIII D of the California Constitution. Proposition 218, approved by the voters of the
State in 1996, added Articles XXI C and XIII D to the State Constitution, which affect the ability of local
governments, including charter cities such as the City, to levy and collect both existing and future taxes,
assessments, fees and charges. The applicability of Proposition 218 to enterprise departments of cities, such as the
Port, is unclear, but the Port believes that Proposition 218 is inapplicable to the fees and charges imposed by it. The
voter approval requirements of Article XII C reduce the flexibility of local governments to deal with fiscal
problems by raising revenue through new, extended or increased assessments, fees and charges. No assurance can
be given that the Port will be able to raise assessments, fees and charges in the future to meet increased expenditure
requirements, if it is later determined that the Port’s fees and charges,are subject to Proposition 218. '

In addition, Article XTIT C addresses the initiative power in matters of local taxes, assessments, fees and
charges. Pursuant to Article XII C, the voters of the City Could by initiative, repeal, reduce or limit any existing or
future local tax, assessment, fee or charge, subject to certain limitations imposed by the courts and additional
limitations with respect to the collection of revenues to repay bonds. No assurance can be given that the voters of
the City will not approve initiatives that repeal, reduce or prohibit the imposition or increase of local taxes,
assessments, fees or charges by the Port. .

Article XIII D contains several provisions intended to restrict the ability ‘of local agencies to levy and
" maintain “assessments” and “fees” (as defined in Article XIII D) for “property related services.” Article XM D
defines the terms “fee” and “charge” to mean “any levy other than an ad valorem tax, a special tax or an assessment,
imposed by an agency upon a parcel or upon a person as an incident of property ownership, including user fees or
charges for a property related service.” A “property related service” is defined as “a public service having a direct
relationship to property ownership.” The Port is of the opinion that charges for its services are not property related
fees or charges and therefore are not subject to the limits of Article XTI D. The Port cannot predict the future
impact of Proposition 218 on the finances of the Port, and no assurance can be given that, due to subsequent
interpretations of Proposition 218 by the courts, Proposition 218 will not have a material adverse impact on the
Port’s revenues.

. Proposition 26, In November 2010 the voters of the State approved Proposition 26, known as the
“Supermajority Vote to Pass New Taxes and Fees Act.” Proposition 26, amorg other things, amended Article
XUIC to the California Constitution principally to define what constitutes a “tax” under the limitations and '
requirements of that provision. Article XIIC imposes limitations on local governments like the City when
imposing certain taxes, including a réquirement that the Jocal government submit certain taxes to the electorate for
its approval. Before Proposition 26, Article XITIC did not define the term “tax” and the purpose of Proposition 26 is
to broadly define what constitutes a tax under Asticle XIIC to include “any levy, charge, or exaction of any
kind imposed by a local government.” Proposition 26 lists several exceptions to the definition of “tax,” which
include (a) a charge for a specific benefit or privilege, which does not-exceed the reasonable costs of providing.
the benefit or privilege, (b) a charge for a. government service or product, which does not éxceed the reascnable
costs of providing the service or product, (c) a charge for the reasonable regulatory costs of issuing licenses and
permits, performing investigations, inspections, and audits, and the administrative enforcement thereof, (d) a charge

~ for entrance to or use of local government property, or the purchase, rental, or lease of local government property, and
(e) a fine, penalty, or other monetary charge imposed as a result of a violation of law. If any-of the Port’s fees and
charges were determined to be “taxes™ under Article XIIIC, the Port may no longer be able to impose or adjust those
fees and charges without voter approval.
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Future Changes in Laws. No assurance can be given that the State electorate will not at some future time
adopt initiatives or that the State Legislature will not enact legislation that will amend the laws or the Constitution of
the State of California, resulting in a reduction of Net Revenue and, consequently, having an adverse effect on the
security for the Series 2020 Bonds. No assurance can be given that the City electorate will not at some future time
adopt an initiative or Charter amendment having an impact on the Port’s operatlons and, consequently, having an

. adverse effect on the secunty for the Series 2020 Bonds. . .

Bankruptcy or Financial Fallure of Tenant

The ﬁnanc1a1 failure or banlcruptcy of a Port tenant could adversely affect the ablhty of such tenant to
honor its obligation under its lease, may affect the Port Commission’s ability to enforce the terms of the lease
against such tenant and could allow such tenant to reject its lease. Further, the Port Commission’s right to receive

payment of rent accrued prior-to bankruptcy may be limited to the rights of an unsecured creditor of the bankrupt
entity.

The Port is not aware at this time of the existing or impending financial failure or bankruptcy of ‘any Port
- tenant that would have a materially adverse negative impact on the Port’s financial condition; however, there can be
no assurance that a financial failure or bankruptcy of a Port tenant will not occur in the future,

Uncertainties of Projections and Assumptions; Forward Looking Statements

Compliance with certain of the covenants contained in the Indenture is based upon assumptions and
projections including, but not limited to, those described under “PORT COMMISSION FINANCIAL
OPERATIONS ~ Projected Debt Service Coverage.” PRrojections and assumptions are inherently subject to
significant uncertainties. Inevitably, some assumptions will not be realized and unanticipated events and
circumstances may occur and actual results are likely to differ, perhaps materially, from those projected.
Accordingly, such projections areé not necessarily indicative of future performance, and the Port Commission
assumes no respon51b1hty for the accuracy of such projections.

A Certain statements contained in this Official Statement reflect not historical facts but forecasts and
“forward-looking statements.” All forward-looking statements are predictions and are subject to known and
unknown risks and uncertainties. No assurance can be given that the future results discussed herein will be
achieved, and actual results may differ materially from the forecasts described herein. In this respect, the words
“estimate,” “project,” “anticipate,” “expect,” “intend,” “believe” and similar expressions are intended to identify
forward-looking statements. All projections, forecasts, assumptions, expressions of opinions, estimates and other
forward-looking statements are expressly qualified in their entirety by the cautionary statements set forth in this
_official statement. leen their uncertamty, mvestors are cautioned not to place undue reliance on such statements.

Loss of Tax Exemptwn/Rlsk of Tax Audit of Mumcxpal Issuers

As discussed upder. “TAX MATTERS,” interest on the Series 2020A. Bonds could fail to be excluded from -
the gross income of the owners thereof for purposes of federal income taxation retroactive to the date of the issuance
of the Series 2020A Bonds ‘as a result of future acts or omissions of the Port Commission in violation of its
covenants to comply with requirements of the Internal Revenue Code of 1986, as.amended. Should sich an event of
taxability occur, the Series 2020A Bonds are not subiect to special redemption or any increase in interest rate and
will remain outstanding vntil maturity or nntil redeemed under one of the redemption provisions contained in the
Indenture.
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Secondary Market -

There can be no guarantee that there will be a secondary market for the Series 2020 Bonds or, if a
secondary market exists, that the Series 2020 Bonds can be sold for any particular price, - Occasionally, because of
general market conditions or because of adverse history or economic prospects connected with a particular issue,
secondary marketing practices in connection with a particular issue are suspended or terminated. Additionally,
prices of issues for which a market is being made will dep°nd upon then prevailing c1rcumstances Such: pnces Could .
be substantlally different from the original purchase price.

AUDITED FINANCIAL STATEMENTS

Audited Financial Statements of the Port Commission (the “Financial Statements”) for the Fiscal Year
ended Tune 30, 2019 are attached as APPENDIX B The Financial Statements have been audited by Macias Gini & °
O’Connell LLP, independent certified public accountants. The Port Commission prepares ﬁnanc1a1 statements that
are audlted annually.

The Port has not requested nor did the Port obtain permission from Macias Gini & O’Connell LLP to
include its report on the audited financial statements in APPENDIX B. Macias Gini & O’Connell LLP has not been
engaged to perform and has not performed, since the date of its report included herein, any procedures on the
financial statements addressed in that report. Macias Gini & O’Connell LLP also has not performed any procedures
relating to this Official Statement.

CONTINUING DISCLOSURE

The Port Commission has-covenanted for the benefit of the Owners of the Series 2020 Bonds to provide
certain financial information and operating data relating to the Port Cornmission not later than [270 days] after the
end of the Port Commission’s Fiscal Year (which currently ends on June 30), commencing with the report for Fiscal
Year 2018-19 (th¢ “Annual Report”) and to provide notices of the occurrence of certain enumerated events. The
Annual Report will be filed by the Port Commission with the Municipal Securities Rulemalcmg Board through its
'Electromc Mummpal Market Access website. .

The specific nat\;re of the information to be contained in the Annual Report or the notices of certain events
is summarized in APPENDIX E - “FORM OF CONTINUING DISCLOSURE CERTIFICATE.” These covenants
have been made in order to assist the Underwriters in complying with Securities and Exchange Commission Rule.
15¢2-12. The Port Commission is not in default w1th tespect to any previous undertaking made with regard to said

Rule. [description of any lapses to come]

 TAX MATTERS
Series 2020A Bonds — Federal Tax Law

In the opinion of Jones Hall, A Professional Law Corporation, and Amira J: ackmon, Attorney at Law, Co-
Bond Counsel, subject, however, to certain qualifications set forth below, under existing law, the inferest on the
Series 2020A Bonds is excluded from gross income for federal income tax purposes, except during any period while
a Series 2020A Bond is held by a “substantial user” of the facilities financed by the Series 2020 Bonds or by a
“related person” within the meaning of Section 147(a) of the Internal Revenue Code of 1986, as amended (the “Tax
Code”), and is not an item of tax preference for purposes of the federal alternatwe mlmmum tax.

The opinions of Co- Bond Counsel set forth in the precedmg paragraph are subject to the condition that the
Port Commission complies with all requirements of the Tax Code that must be satisfied subsequent to the issuance -
of the 2020A Bonds in order that the interest thereon be, and continue to be, excludable from gross income for
federal income tax purposes. The Port Commission has made certain representations and covenants in order to
comply with each such requirement. - Inaccuracy of those representations, or failure to comply with certain of those
covenants, may cause the inclusion of such interest in gross income for federal income tax purposes, which may be
retroactive to the date of issuance of the 2020A Bonds.
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Tax Treatment of Original Issue Discount and Premium

If the initial offering price to the pubhc at Wh.lCh a Bond is sold is less than the amount payable at maturity
thereof, then such difference constitutes “original issue discount” for purposes of federal income taxes and State of
. California personal income taxes. If the initial offering price to the public at which a Bond is sold is greater than the
. amount payablé at maturity thereof, then such difference constitutes “bond premlu " for purposes of federal income

taxes and State of California personal income taxes. :

“‘Under the Tax Code, original issue discount is treated as interest excluded from federal gross-income and
exempt from State of California personal income taxes to the extent properly allocable to-each owner thereof subject
to the limitations described in the first paragraph of this section. The original issue disconnt accrues over the term to
maturity of the Bond on the basis of a constant interest rate compounded on each interest or principal payment date
(with straight-line interpolations between compounding dates). The amount of original issue discount accruing
during each period is added to the adjusted basis of such Bonds to determine taxable gain upon disposition
(including sale, redemption, or payment on maturity) of such Bond. The Tax Code contains certain provisions
relating to the accrual of original issue discount in the case of purchasers of the 2020A Bonds who purchase the
2020A Bonds after the initial offering of a substantial amount of such maturity. Owners of such Bonds should
consult their own tax advisors with respect to the tax consequences of ownership of Bonds with original issue
discount, including the treatment of purchasers who do not purchase in the omgmal offermg to the public at the first
pnce at Whlch a substantial amount of such Bonds is sold to the public.

Under the Tax Code, bond premium is amortized on an annual basis over the term of the 2020A Bond (said
term being the shorter of the Bond's maturity date or its call date). The amount of bond preminm amortized each
year reduces the adjusted basis of the owner of 2020A Bond for purposes of determining taxable gain or-loss upon .
disposition. The amount of bond premium on a 2020A Bond is amortized each year over the term to maturity of the
2020A Bond on the basis of a constant interest rate compounded on each interest or pnnmpal payment date (with
straight-line interpolations between compoundmg dates). Amortized Bond premium is not deductible for federal
" income tax purposes. Owners of premium 2020A Bonds, including purchasers who do not purchase in the ongmal
. offering, should consult their own tax advisors with respect to State of California personal income tax and federal
income tax consequences of owning such 2020A Bonds.

Other Tax Considerations

Current and future 1eg1slat1ve proposals, if enacted into law, clarification of the Tax Code or court decisions
may cause interest on the 2020A Bonds to be subject, directly or indirectly, to federal i income taxation or to be
subject to or exempted from state income taxation, or otherwise prevent beneficial owners from realizing the full
current benefit of the tax status of such interest. The introduction or enactment of any such legislative proposals,
clarification of the Tax Code or court decisions may also affect the market price for, or marketability of, the 2020A
Bonds, It cannot be predicted whether or in what form any such proposal might be enacted or whether, if enacted
such leglslatlon would apply to bonds issued prior to enactment.

The opinions expressed by Co-Bond Counsel are based upon existing legislation and regulations’ as
interpreted by relevant judicial and regulatory authorities as of the date of such opinion, and Co-Bond Counsel has
expressed no opinion with respect to any proposed legislation or as to the tax treatment of interest on the Bonds, or
as to the consequences of owning or receiving interest on the 2020A Bonds, as of any future date. Prospective
purchasers of the 2020A Bonds should consult their own tax advisors regarding any pending or proposed federal or
state tax legislation, regulations or litigation, as to which Co-Bond Counsel expresses no opinion.

Owners of the 2020A Bonds should also be aware that the ownership or disposition of, or the accrual or
receipt of interest on, the 2020A Bonds may have federal or state tax consequences other than as described above.
Other than as expressly described above, Co-Bond Counsel expresses no opinion regarding other federal or state tax
consequences arising ‘with respect to the Bonds, the ownership, sale or disposition of the Bonds, or the a.mount
accrual or receipt of mterest on the 2020A Bonds.
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Series 2020B Bonds ~ Federal Tax Law

The interest on the Series 2020B’ ‘Bonds is not intended by the Port Coxmmssxon to be excluded from gross
income for federal income tax purposes.

State Law

Tn the forther opinion of Co-Bond Counsel, interest on the Series 2020 Bonds is exempt from Cahforma
personal income taxes.

Limitation -

Co-Bond Counsel expresses no opinion regarding any federal tax consequences arising with respect to the
Series 2020A Bonds and the Series 2020B Bonds other than as expressly described above. Owners of the Series
2020A Bonds should be aware that the ownership or disposition of, or the accrual or receipt of interest on, the Series
2020A Bonds may have federal or state tax consequences other than as described above for certain taxpayers,
including without limitation, forelgn corporations subject to the branch profits tax, financial institutions, property
and casualty insurance companies, S corporations and taxpayers who may be deemed to have incurred or continued
indebtedness to purchase or carry tax exempt obligations. Prospective investors, particularly those who may be

subject to special Tules, should consult their own tax advisors regarding the tax consequences of owning the Series-
2020A Bonds. :

- Form of Opinion
The form of opinion of Co-Bond Counsel is set forth as Appendix F hereto.
. RATINGS

Moody’s Investors Service, Inc. (“Moody’s), 'S&P'Global Ratings (“S&P”), and Fitch Ratings (“Fitch™)

" have assigned their municipal bond ratings of “___,”"“__ " and “___,” respectively, to the Series 2020 Bonds. The
ratings issued reflect only the views of such rating agencies and are not a recommendation to buy, sell or hold the
Series 2020 Bonds. Any explanauon of the significance of these ratings should be obtained from the respective

" rating agencies. There is no assurance that such ratings will be retained for any given period or that the same will,
not be revised downward or withdrawn entirely by such rating agencies if, in the respective judgment of such rating
agencies, circumstances so warrant, Any such downward revision or withdrawal of any rating obtained may have an
adverse effect on the marketability or the market price of the Series 2020 Bonds.

UNDERWRITIN G

The Series 2020 Bonds are being purchased by Stifel, Nicolaus & Company, Incorporated as
representative of itself and 280 Securities LLC (together, the “Underwriters”), The Underwriters have agreed to
purchase the Series’2020A Bonds at a purchase price of § (comprised of the principal amount of the
Series 2020A Bonds, plus a net original issue premium of $ , less an Underwriters? discount in the
amount of § ). The Underwriters have agreed to purchase the Serles 2020B Bonds at a purchase pnce of
$ (comprised of the principal amount of the Series 2020B Bonds, plus a net original i issue premium of
$ , less an Underwriters’ discount in the amount of $ ). .

The purchase contract pursuant to which the Series 2020 Bonds are being sold provides that the
Underwriters will purchase all of the Series 2020 Bonds if any Series 2020 Bonds are purchased, and the obligation
to make such purchase is subject to certain terms and conditions set forth in such purchase contract, the approval of
certain legal matters by counsel and certain other conditions. The Underwriters may offer and sell the Series 2020
Bonds to certain dealers and others at a price lower than the offering prices stated on the inside cover page hereof.
The offering prices may be chariged from time to time by the Undetwriters.
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LITIGATION

There is no action, suif, proceeding, inquiry or investigation, at law or in equity, before or by any court,
regulatory agency, public board or body, pending .or, to the best knowledge of the Port Commission, threatened
against the Port Commission affecting the existence of the Port Commission or the titles of its officers to their
respective offices or seeking to restraini or to enjoin the sale or dehvery of the Series 2020 Bonds, the application of

"' the proceeds thereof in accordance with the Indenture, or-in any way contesting or affecting the validity or

enforceability of the Series 2020 Bonds, the Indenture or any. action of the Port Commission contemplated by any of
said documents, or in any way contesting the completeness or accuracy of this Official Statement or any amendment
or supplement thereto, or contesting the powers of the Port Commission with respect to the Series 2020 Bonds or
any action of the Port Commission conterplated by any of said documents, nor, to the knowledge of the Port
Comumission, is there any basis therefor.

There are a mumber of litigation matters pending against the Port: Commission for incidents ‘at the Port,
involving claims and suits which arise out of the ordinary course of business and operations of the Port. The Port
Commission is also a named party in various other environmental and regulatory matters that are presently in the
‘course of regulatory investigation and compliance review. Certain of such matters are discussed herein under the
caption “PORT COMMISSION FINANCIAL ‘OPERATIONS — Environmental Compliance.” In the opinion of the
Port General Counsel, an adverse judgment on any of these pending matters, either individually or in the aggregate,
will not have a material adverse effect on the Net Revenue or on the financial condition of the Port. Most of such
claims involve claims relating to personal injury and property damage and most such claims are covered by-a
comprehensive insurance program maintained by the Port Commission. See “PORT COMMISSION FINANCIAL

~OPERATIONS —Risk Management and Insurance.”

CERTAIN LEGAL MATTERS

The validity of the Series 2020 Bonds and certain other legal matters are subject to the approving opinions
of Jones Hall, A Professional Law Corporation, San Francisco, California, and Amira Jackmon, Attorney at Law,
Berkeley, California, Co-Bond Counsel. Complete copies of the proposed forms of Co-Bond Counsel opinions are
contained in Appendix F hereto, dnd will be made available to the Underwriters of the Series 2020 Bonds at the time
of the original delivery of the Series 2020 Bonds. None of Co-Bond Counsel, Disclosure Counsel or Underwriters’
Counsel undertakes any responsibility for the accuracy, completeness or fairness of this Official Statement. Certain
legal matters will be passed npon for the Port Commission by the City Attorney and by Norton Rose Fulbright US
LLP, Los Angeles, California, Disclosure Counsel Certain legal matters will be passed upon for the Underwriters
by

Norton Rose Fulbright US LLP has served as disclosure counsel to the Port Coinmission and in such
capacity. as Disclosure Counsel has rendered certain legal advice and assistance to the Port Commission in
connection with the preparation of the Preliminary Official Statement and the Official Statement. Rendering such
legal advice and assistance involved, among other things, discussions and inquiries concerning various legal matters,
review of certain records, documents' and proceedings, and participation in meetings and telephonic conferences
with, among others, representatives of the Port Commission, Counsel to the Port Commission, Bond Counsel, the
Underwriter, Counsel to the Underwriter, and the Municipal Advisor, at which meetings and during which
telephonic conferences the contents of the Preliminary Official Statement and the Official Statement and related
matters were discussed, Disclosure Counsel has not undertaken to determine or verify independently, or assume any

. responsibility for, the accuracy, completeness or fairness of any of the statements contained in the Preliminary
Official Statement or the Official Statement. . .

No purchaser or holder of the Series 2020 Bonds, or other person or party other than the Port Commission,
will be entitled to or may rely on such letter or Norton Rose Fulbright US LLP’s having acted in the role of
disclosure counsel to the Port Commission. :
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MUNICIPAL ADVISORS

Public Financial Management, Inc., San Fran01sco, California, and Backstrom McCarley Berry & Co > .
LLC, San Francisco, California are acting as Municipal Advisors to the Port Commission with respect to the Series
2020 Bords. The Municipal Advisors have assisted the Port Commission in the preparation of this Official
Statement and in other matters relating to the planning, structuring, execution and delivery of the Serjes 2020 ‘Bonds.

The Municipal Advisors have not independently verified any of the data contained herein or conducted a detailed .

.investigation of the affairs of the Port Commission to determine -the accuracy of completeness of this- Official
Statement. Because of its limited participation, the Municipal Advisors assume no responsibility for the accuracy or

completeness of any of the information contained herein. The Municipal Advisors will not purchase or make a
market in-any of the Series 2020 Bonds.

Compensation to be received by the Municipal Advisors from the Port Commission for services provided in

connection with the planning, structuring, execution and dehvery of the Series 2020 Bonds is contmgent upon the
sale and delivery of the Series 2020 Bonds

' MISCELLANEOUS _

References made hetein to certain documents and reports are brief summaries thereof that do not purport to
be complete or definitive, and reference is made to such documents and reports for full and complete statements of
the contents thereof. The appendices to this Official Statement are integral parts of this Official Statement. Investors -
must read the entire Official Statement, including the appendices, to obtain information essential to making an
informed investment decision. Any, statements in this Official Statement involving matters of opinion, whether or
not expressly so stated, are intended as such and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement between the Port Commission and the purchasers or owners of any of the
Series 2020 Bonds. The preparation and distribution of this Official Statement has been authorized by the Port

‘Commission. For copies, written request may be made.to the Manager of Communlcatxons Port of San Francisco,
© Pier1, The Embarcadero, San Francisco, CA 94111.

APPROVAL AND EXECUTION
The execuﬂon and delivery of this Official Statement has been authorized by the Port Commission.

PORT COMMISSION OF THE CITY AND
. COUNTY OF SAN FRANCISCO

By:

Executive Director
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APPENDIX A
CITY AND COUNTY OF SAN FRANCISCO

The information contained in this Appendix A is provided for informational purposes only. No
representation is made that any of the information contained in this Appendix A is material to the holders from time
to time of the Series 2020 Bonds, -and the Port Commission has not undertaken in its Continuing Disclosure’
Certificate to update this information. The Series 2020 Bonds are special, limited obligations of the Port
Commission secured by and payable solely from Net Revenue of the Port Commission and from moneys held in
certain funds and accounts established pursuant to the Indenture. The General Fund of the City is not liable for the
payment of the principal of or interest on the Series 2020 Bonds. The Series 2020 Bonds are not a debt or obligation
“of the City, the State of California or any political subdivision thereof (other than the Port Commission payable
solely from Net Revenue). Neither the credit nor the taxing power of the City, the State or any political subdzvzszon
thereof is pledged to pay the principal of and interest on the Series 2020 Bonds.
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APPENDIX B

FINANCIAL STATEMENTS AND ]NDEPENDENT AUDITOR’S REPORT -
FOR THE FISCAL YEAR ENDED JUNE 30, 2019
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APPENDIX C
BOOK-ENTRY SYSTEM

The following description of The Depository Trust Company (“DTC?”), the procedures and record keeping

with respect to beneficial ownership interests in the Series 2020 Bonds, payment of principal, interest and other -
payments on the Series 2020 Bonds to DTC Participants or Beneficial Owners, confirmation and transfer of
" beneficial ownership interest in the Series 2020 Bonds and other related transactions by and between DTC, the DTC
.Participants and the Beneficial Owners is based solely on information provided by DTC. Accordingly, no
_ representations can be made concerning these matters and neither the DTC Participants nor'the Beneficial Owners
- should rely on the foregoing information with respect to such matters, but should instead confirm the same with
DTC or the DTC Farticipants,-as the case may be. Neither the Port Commission nor the Trustee take, any
responsibility for the information contained in this Appendix.

N‘o assurances can be given that DTC, DTC Participants or Indirect Participants will distribute to the
Beneficial Owners (a) payments of interest, principal.or premium, if ary, with respect to the Series 2020 Bonds, (b)
certificates representing ownership interest in or other confirmation or ownership interest in the Series 2020 Bonds,
or {c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Series
2020 Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect Participants
will act in the manner described in this Appendix. The current Rules applicable to DTC are on file with the Series
2020 Bonds and Exchange Commission and the current Procedures of DTC to be followed n dealmg with DTC .
Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the securities
(the “Series 2020-Bonds™). The Series 2020 Bonds will be issued as fully-registered securities registered in the name
of Cede & Co. (DTC'’s partnership nominee) or-such other name as may be requested by an authorized
representative of DTC. One fully-registered Bond certificate will be issued for the Serxes 2020 Bonds, in the
aggregate pr1n01pal amount of such issue, and will be deposited with DTC. K

DTC, the world’s 1argest securities depository, isa limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTCs
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade setflement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
" entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S, and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned -subsidiary of The
Depository Trust & Clearing ‘Corporation (“DTCC”). DTCC is the holding company for DTC, National Bonds '
Clearmg Corporation and Fixed Income "Clearing Corporation, all of which are registered clearing agencies. DTCC
.is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
_U.S: and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has'a S&P Global Ratings rating of AA+. The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commmission. More information about DTC.can be found at www.dtcc.com.
Information on suchi website is not incorporated by reference herein. -

Purchases of Series 2020 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2020 Bonds on DTC’s records. The ownership interest of each actual-
purchaser of each Series 2020 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, éxpected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Pammpant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Series 2020 Bonds are to be
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** accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will ot receive certificates representing their ownership interests in Bonds except in
the event that use of the book-entry system for the Series 2020 Bonds is dlscontmued

To facilitate subsequent transfers, all Bonds depos1ted by Dn:ect Partlcupants with DTC are reg1stered in the
name of DTC’s partnership nominee, Cede & Co.; or such other name as may be requested by an authorized
representative 'of DTC. The deposit of Series 2020 Bonds with DTC and their registration in the name of Cede &
"Co. or such pther DTC nominee do not effect any change in beneficial ownexrship. DTC has no knowledge of the
actual Beneficial Owners of the Series 2020 Bonds; DTC's records reflect only the identity of the Direct Participants
to -whose accounts such Bonds are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements arnong them, subject to any statutory or regulatory requirements as may be in effect from time to time. -

] .. Redemption notices shall be sent to DTC. If less than all of the.Series 2020A Bonds are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue fo”be
redeemed. If less than all of the Series 2014B Bonds are being redeemed, DTC will determine pro rata the amount
of the interest of each Direct Participant in such issue to be redeemed as notified by the Trustee, ‘

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vate with respect to Séries
2020 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to Port Commission as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts

Series 2020 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Series 2020 Bonds will be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to
credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from Port
"Commission or Trustee, on payable daté in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices,
as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and
will be the responsibility of such Participant and not of DTC, Trustee, or Port Commission, subject to any statutory
or regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions,
and dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized representative
of DTC) is the responsibility of Port Commission or Trustee, disbursement of such payments to Direct Participants
will be the responsibility of DTC, and disbursement of such. payments to the Beneficial Owners will be the
-responsibility of Direct and Indirect Participants. .

DTC may discontinue providing its services as depository with respect to the Series 2020 Bonds at any
time by giving reasonable notice to Port Commission or Trustee. Under such circumstances, in the évent that a

successor depository is not obtained, bond certiﬁcates.are required to be printed and delivered.

The Port Commission may decide to d1scont1nue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, bond certificates will be printed and dehvered to DTC.
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" APPENDIX D

SUMMARY OE THE LEGAL DOCUMENTS
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APPENDIX E
FORM OF CONTINUING DISCLOSURE CERTIFICATE

The Continuing Disclosure Certificate (the “Disclosure Certificate™) is executed and delivered by the Port
Commission of the City and County of San Francisco (the “Port Commission™) in connection with the issuance of
$
Retundmg Bonds, Seiies 2020A (Non-AMT Tax-Exempt) (the “Series 2020A Bonds™) and Series 20208 (Federa]ly
Taxable) (the “Series 2020B Bonds and, together with the Series 2020A Bonds, the “Series 2020 Bonds™). The
Series 2020 Bonds are being issued pursuant to an Indenture of Trust, dated as of February 1, 2010, between the Port
Commission and U.S. Bank National Association (the “Trustee”), as successor trustee to Deutsche Bank National
Trust Company, as amended and supplemented by a First Supplement to Indenture of Trust dated as of February 1,
2010, a Second Supplement to Indenture of Trust dated as of May 1, 2014 and a Third Supplement to the Indenture
of Trust dated as of January 1, 2020, between the Port Commission and the Trustee (collectively, the “Indenture”).

The Port Commission covenants and agrees in-this Disclosure Certificate as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the Port Commission for the benefit of the Holders and Beneficial Owners of the Series 2020 Bonds

and in order to assist the Participating Underwriters in complymg with Securities and Exchange Commission (the
“S.E.C.”") Rule 15¢2-12(b)(5). :

_ SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any -
capitalized term used in the Disclosure Certificate unless otherwise defined in this Section 2, the following
. capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Port Commission pursuant fo, and as
descnbed in, Sections 3 and 4 of the Disclosure Certificate.

“Beneficial Owner” shall mean any person whxch: (a) has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Series 2020 Bonds (inclnding persons holding Series 2020
Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or
consent with respect to any Series 2020 Bonds or to dispose of ownership of any Series 2020 Bonds; or (b} is treated
as the owner of any Series 2020 Bonds for federal income tax _purposes. .

“Dissemination Agent” shall mean the [Port.Commission], acting in its capacity as Dissemination Agent
under the Disclosure Certificate, or any successor Dissemination Agent designated in wriing by the Port
Commission and which has filed with the Port Commission a written acceptance of such designation.

“Holder” shall mean either the registered owners of the Series 2020 Bords, or, if the Series 2020 Bonds are
registered in the name of The Depository Trust Company or another recognized depository, any applicable
partlc1pant in such depository system

“Lxsted Events” shall mean any of the events listed in Section S(a) of the Disclosure Certificate.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity des1gnated or
authorized by the Securities:and Exchange Commission to receive continuing disclosure filings pursuant to the Rule.
Until otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to

be made through the Electromc Municipal Market Access (EMMA) website of the MSRB currently located at
http://femma.msrb.org.

“Official Stateﬁent” shall mean the final Official Statement, dated ___ , 2019, prepared in connection-
‘with the sale and offering of the Series 2020 Bonds. :
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“Participating Underwriter” shall mean any of the original underwriters or purchasers of the Series 2020
Bonds required to comply with the Rule in connection with offering of the Series 2020 Bonds.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the S.E.C. under the Securmes Exchange Act 0f 1934, as
the same may be amended from time to time. .

SECTION-3.  ~Provision of Annual Repotts.

(a) The Port Commission shall, or shall cause the Dissemination Agent to, not later than 270
days after the end of the Port Commissjon’s Fiscal Year (which currenfly ends June 30), commencing
March 31, 2020, with the report for the 2018-19 Fiscal Year, provide to the MSRB an Annual Report which
is consistent with the requirements of Section 4 of the Disclosure Certificate. If the Dissemination Agent is
not the Port Commission, the Port Commission shall provide the Annual Report to the Dissemination |
Agent not later than 15 days prior to said date. The Annual Report must be submitted in electronic format
and accompanied by such identifying information as is prescribed by the MSRB, and may cross-reference
other information as provided in Section 4 of the Disclosure Certificate; provided, that if the audited
financial statements of the Port Commission are not available by the date required above for the filing of

.the Annual Report, the Port Commission shall submit unaudited financial statements and submit the audited
financial statements as soon as they are available. If the Port Commission’s fiscal year changes, it shall
give notice of such change in the same manner as for a Listed Event under Section 5(b).

) If the Port Comumission is unable to provme to the MSRB an Annudl Report by the date
required in subsection {a), the Port Commission shall send a notice to the MSRB in substantially the form
attached as Exhibit A. :

{c) = The Dissemination Agent shall (if the Dissemination Agent is other than the Port
Commission) file a report with the Port Commission certifying the date that the Annual Report was
provided to the MSRB pursuant to the Disclosure Certificate.

SECTION 4. Content of Annual Regorts. The Port Commission’s Annual Report shall contain or
incorporate by reference the following information: - . i :

(a) Audited Financial Statements of the Port Commission for the prior fiscal year, prepared
in accordance with generally accepted accounting principles applicable to the Port Commission from time
to time. If the Port Commission’s audited financial statements are not available by the date the Annual
Report is required to be filed, the Annual Report shall contain unaudited financial statements in a format
similar to the financial statements contained in the final Official -Statement, and the audited financial
statements shall be filed in the same manner as the Annual Report when they become available;

. (b)A Updated information in Table 1 of the Official Statement captloned “PORT OF SAN
' FRAN CISCO, REAL ESTATE LEASES, REMAINING LEASE TERMS” :

(cy Updated infonmation in Table 2 of the Official Statement captioned “PORT OF SAN
FRANCISCO, TOP TEN REAL ESTATE TENANTS BY REVENUE”;

() Updated -information in Table 8 of the Official Statement captioned “PORT OF SAN
FRANCISCO, MAJOR PORT OPERATING REVENUES”;

(e} Updated information in Table 10 of the Official Statement captioned “PORT OF SAN -
FRANCISCO, HISTORICAL OPERAT,(ONS & MAINTENANCE EXPENSES™;)

® Updated information in Table 11 of the Official Statement captioned “PORT OF SAN
FRANCISCO, HISTORICAL RESULTS OF OPERATIONS”; and
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®

Updated information in Table 12 of the Ofﬁcml Statement captioned “PORT OF SAN

FRANCISCO, HISTORIC DEBT SERVICE COVERAGE.

Any or all of the items listed above may be set forth in a document or set of documents, or may be included
by specific reference to other documents, including official statements of debt issues of the Port Commission or
related pubhc entities, which are available to the public on the MSRB website. If the document included by
. reference is a final official statement, it must be available from the MSRB. The Port Commission shall clearly
identify each such other document so mcluded by reference.-

SECTIQN 5.

(@

Reporting of Listed’ Events,

To the extent applicable and pursuant to the provisions of. this Section 5, the Port

Commission shall give, or cause to be given, notice of the occurrence of any of the following events with
respect to the Series 2020 Bonds: . :

ey
@)
(3
@
e
(©)

™
®)

)
(10)

an

(12)
(13)

(14)

(15)
(16)

®)

Prmmpal and interest payment delinquencies;
Nonpayment related defaults, if material;

_Unscheduled draws on any debt service reserves reflecting ﬁnanc1a1 difficulties;

Unscheduled draws on credxt enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers or their failure to perform;
Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final

_ determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other

material notices or determinations with respect to the tax status of the Series 2020 Bonds,
or other material events affecting the tax status of the Series 2020 Bonds;

Modifications to the rights of Bondholders, if material;

Bond calls, if material, and tender offers;

Defeasances;

- Release, substitution, or sale of property securmg repayment of the Senes 2020 Bonds if -

material;

Rating changes;

Bankruptcy, insolvency, receivership or similar event of the obligated person,
Consummation of a merger, consolidation or acquisition involving an obligated person of
the sale of all or substantially all of the assets of the obligated persoh other than in the
ordinary course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relatmg to any such actions, other than
pursuant to its termns, if material;

" Appointment of a successor or additional trustee or the change of name of a trustee;

Incurrence of a financial obligation of the issuer or obligated person, if material, or
agreement to covenants, events of default, remedies, priority rights, or other similar terms
of a financial obligation of the i issuer or obligated person, any of which affect security
holders, if material,

- Default, event of acceleration, termination event, modification of terms or other similar

events under the terms of a financial obligation of the obligated person, any of which
reflect financial difficufties.

The term “financial obligation” as used in Event 15 méans a (i) debt obligation; (if)

derivative instrument entered into in connection with, or plédged as security or a source of payment for, an
existing or planned debt obligation; or (iii) guarantee of (i) or (i). The term financial obligation shall not
include municipal securities as to which a final official statement has been provided to the. MSRB
consistent with S.E.C. Rale 15¢2-12.

(©

Whenever the Port Commission obtains knowledge of the occurrence of a Listed Event,

the Port Commission will, in a timely manner not in excess of ten business days after the occurrence of the
Listed Bvent, file a notice of such occurrence with the MSRB in electronic format, accompanied by such
identifying information as is prescribed by the MSRB. Notwithstanding the foregoing, notice of a Listed
Event described in Section 5(a)(8) need not be given under this subsection any earlier than the notice (if
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any) of the underlymg event is given to Holders and Beneficial Owners of affected Series 2020 Bonds-
pursuant to the Indentare.

SECTION 6.  Termination of Reporting Obligation. The Port Commission’s obligationis under the
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
Series 2020 Bonds. If such termination occurs prior to the final maturity of the Series 2020 Bonds, the Port
Comunission shall g1ve notice of such temnnatlon in the same manner as for a Listéd Event under Section 5(b). )

SECTION 7.  Dissemination Agent. The Port Commission may, from time to time, appomt or engagea
Dissemination Agent to assist it in carrying out its.obligations under the Disclosure Certificate, and may discharge
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in the Disclosure Certlﬁcate

SECTION 8. Amendment; Waiver. Notwithstanding any other prov1s1on of the Disclosure Certificate,
the Port Commission may amend or waive the Disclosure Certificate or any prov1s10n of the Disclosure Certificate,
provided that the following conditions are satisfied:

(2) If the amendment or waiver relates to the provisions of Sections 3(a), 3(b), 4 or 5(a), it .
may only be made in connection with a change in circumstances that arises from a change in legal
requlrements change in law, or change in the identity, nature or status of an obligated person with respect
to the Series 2020 Bonds or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of.
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the original issuance of the Series 2020 Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

© The amendment or waiver either (i) is approved by the owners of a majority in aggregate
principal amount the Series 2020.Bonds or (if) does not, in the opinion of the City Attorney or nationally
recognized bond counsel, matenally impair the interests of the Holders.

In the event of any amendment or waiver of a provision of the Disclosure Certificate, the Port Commission |
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation
of the reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting
- prineiples, on the presentation) of financial information or operating data being presented by the Port Commission.
In addition, if the amendment relates to the accounting principles to be followed in preparing financial statements;
(iii) notice of such change shall be given in the same manner as for a Listed Event under Section 5; and (i) the
. Annual Report for the year in which the change is made should present a comparison (in narrative form and also, if
feasible, in quantitative form) between the financial statements as prepared on the basis of the new accounting
principles and those prepared on the basis of the former accounting principles.

SECTION9.  Additional Information. Nothing in the Disclosure Cextificate shall be deemed to prevent
_ the Port Commission from disseminating any other information, using the means of dissemination set forth in the -
Disclosure Certificate or any other means of communication, or including any' other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by the Disclosure Certificate.
~ If the Port Commission chooses to include any information in any Annual Report or notice of occurrence of a Listed
Event in addition to that which is specifically required by the Disclosure Certificate, the Port Commission shall have .
no obligation under the Disclosure Certificate to update such information or include it in any future Annual Report
or notice of occurrence of a Listed Event. :

SECTION 10.  Remedies. In the event of a failure of the Port Commission to comply with any provision
of the Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the Series 2020 Bonds
may take such actions as may be necessary and appropriate, including seeking mandate or specific performance by
court order, to cause the Port Commission to comply with its obligations under the Disclosure Certificate; provided
that any such action may be instituted only in a federal or state court located in the City and County of San’

| 742646786 E ' E-4
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Francisco, State of California. Failure by the Port Commission to comply with any provision of the Disclosure
Certificate shall not be .deemed an Event of Default under the Indenture and the sole remedy under the Disclosure

Certificate in the event of any failure of the Port Commission to comply with the Dlsclosure Certificate shall be an
. action to compel performance.

SECTION 11. Beneﬁciaﬂes‘ The Disclosure Certificate shall inure solely to the benefit of the Port
Commission, the Dissemination Agent, the Participating Underwriters and Holders -and -Beneficial Owners from
“time to timé of the Series 2020 Bonds, and shall create no rights in any other person or entity.

Date: , 2019,

PORT COMMISSION OF THE CITY AND COUNTY
OF SAN FRANCISCO

By:

Executive Director

Approved as to Form:

DENNIS I. HERRERA

CITY ATTORNEY-
By: ‘ :
Deputy City Attorney
T4264678.6 ' ' ' E-5°
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CONTINUING DISCLOSURE CERTIFICATE EXBIBIT A

FORM OF NOTICE TO THE
MUNICIPAL SECURITIES RULEMAKING BOARD
OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: . ) PORT COMMISSION OF THE )
. CITY AND COUNTY OF SAN FRANCISCO,

. Name of Issue: ' ' PORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO .
REFUNDING REVENUE BONDS, SERIES 2020A AND SERIES 20208 -

Date of Issuance: - ' 1 ,2019

NOTICE IS HEREBY GIVEN that the Port Commission has not provided an Annual Report with respect to the

above-named Bonds as required by Section 3 of the Continuing Disclosure Certificate of the Port Commission of the

City and County of San Francisco, dated the Date of Issuance. The Port Commission anticipates that the Annual
. Report will be filed by i : . :

Dated:
PORT COMMISSION OF THE CITY AND
COUNTY OF SAN FRANCISCO.
By:___[to be signed only if filed]
Title

74264678.6 . v , E-6
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" APPENDIX F

PROPOSED FORMS OF LEGAL OPINIONS OF €O-BOND COUNSEL

222020
Port Commission of the City and County of San Francis¢o
San Franmsco, California
OPINION: - % i Port Commission of the City and Cdunty of San ‘Franciscd Refunding Revenue

Bonds, Senes 2020A (Non -AMT Tax—Exempt)

Members of the Commission:

We have acted as co-bond counsel to the Port Commission of the City and County of San Francisco (the
“Commission™) in connection with the issuance by the Commission of the $ initial principal amount Port
Commission of the City and County of San Francisco Refunding Revenue Bonds, Series 2020A (Non-AMT Tax-
Pxempt) (the “Bonds™). In such capacity, we have examined such law and such certified proceedings, certifications

and other documents as we have decmed necessary to render this opinion. ’ '

The Bonds are issued pursuant to (i) Section 9,107 of the Charter of the City and County of San Francisco
and Chapter 43, Article X1I of the San Francisco Administrative Code (together, the “Bond Law™), (ii) an Indenture
of Trust, dated as of February 1, 2010 (the “Master Indenture’), by and between the Commission and U.S. Bank
National Association as successor trustee (the “Trustee™), as amended and supplemented, including as supplemented
by a Third ‘Supplement to Indenture of Trust, dated as of Febrnary 1, 2020 (the “Third Supplemental Indenture”;
together with the Master Indenture, as previously supplemented, the “Indenture™), (iii) Resolution No. 19-___ duly
adopted by the Commission on October __, 2019 (theé “Commission Resolution”) and (iv) Resolution No. »
duly adopted by the Board of Supervisors of the City and County of San Francisco on December 17, 2019, and
signed by Mayor London Breedon _____, 2020 (the “Board of Supervisors Resolution™). Under the Indenture,

‘the City has pledged certam revenues (the “Revenues”) for the payment of principal, premium (if any), and interest
on the Bonds when due.

Regarding questions of fact material to.our opinion, we have relied on representations of the Commission
contained in the Commission Resolution and in the Indenture, of the Board of Supervisors in the Board of
Supervisors Resolution, and in the certified proceedings and other certifications of public officials furnished to us,
without undertaking to verify the same by independent investigation.

Based on the forcgomg, we are of the opinion that, under existing Jaw:

1. The Commission is a duly constituted public commission of the Clty and County of San Francisco
duly orvamzed and validly existing pursuant to the Charter of the City and County of San Franc1sco and the
Consututlon and laws of the State,

2. The Board of Supervisors has the power under Section 9.107 of the Charter .of the City and

County of San Francisco to adopt Ordinance No. 258-09, which was adopted by the Board of Supervisors on

February 8, 2009, and signed by the Mayor on February 18, 2009, pursuant to which the Board of Supervisors

. amended the San Francisco Administrative Code to add Chapter 43, Article XII to authorize the issuance of revenue-
bonds by the Port Commission.

3, The Comm1ss1on has the power under the Bond Law to adopt the Commission Resolution, enter
into the Indenture and perform the agreements on its part contained therein, and issue the Bonds.

74264678.6 Rl
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4, The Ihdenture has - been dﬁly authorized, executed and delivered by the Commission, and
-constitutes a valid and binding obligation of the Commission, enforceable against the Commission.

"5, The Indenture creates'a valid lien on the Revenﬁes and other funds pledged by the Indentur‘e.for
the security of the Bonds, on a parity with other bonds (if any) issued or to be issued under the Indenture.

6. The Bonds have been duly authonzed and executed by, the” Commlssmn and are valid and bmdmg
limited obligations of the Commission, payable solely from the Reventies and other funds prov1ded therefor in the
Indenture A . .

7. Interest on the Bonds is excluded from gross income for federal income tax purposes, except for
any period during which the Bonds are held by a-“substantial user” of the facilities financed by the Bonds or a
“related person” within the meaning of section 147(a) of the Internal Revenue Code of 1986 (the “Code”), and is not
an item of tax preference for purposes of the federal alternative minimum tax. The opinjons set forth in the
preceding sentence are subject to the condition that the Commission comply with all requirements of the Code that
must be satisfied subsequent to the delivery of the Bonds in order that such interest be, or continue to be, excluded
from gross income for. federal income.tax purposes. The Commission has covenanted to -comply with each such
requirement. Failire to comply with certain of such requirements may cause the inclusion of interest on the Bonds
in gross income for federal income tax purposes to be retroactive to the date of delivery of the Bonds. We express no
opinion regarding any other tax consequerces arising with respect to the ownership, sale or disposition of, or the
amount, accrual or receipt of interest on, the Bonds.

8. Interest on the Bonds is exempt from personal income taxation unposed by the State of California.
- The rights of the owners of the Bonds and the enforceability of the Bonds and the Indenture are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights generally, and
. by equ1tab1e prmmples whether considered at law or in equity.
Thls opmlon is given as of the date hereof and we assume no obligation to revise or supplement this
opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes in law that

.may hereafter occur. Our engagement with respect to this matter has terminated as of the date hereof.

Respectfully submitted,

A Professional Law Corporation

74264678.6 , N  E2
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, 2020

Port Comnussmn of the City. and County of San Franc1sco
San Francisco, California

OPINION: $ Port Comunission of the City and County of San Francisco Refundlng Revenue
Bonds, Series 2020B (Federally Taxable)

Members of the Commission:

We have acted as co-bond counsel to the Port Commission of the City and County of San Francisco (the
“Commission™) in connection with the issuance by the Commission of the $ initial principal amount Port
Commission of the City and County of San Francisco Refunding Revenue Bonds, Series 20208 (Federally Taxable)
(the “Bonds™). In such capacity, we have examined such law and such certified proceedings, certifications and other
documents ag we have deemed necessary to render this opinion.

The Bonds are issued pursuant to (i) Section 9.107 of the Charter of the City and County of San Francisco
and Chapter 43, Article XTI of the San Francisco Administrative Code (together, the “Bond Law™), (ii) an Indenture
of Trust, dated as of February 1, 2010 (the “Master Indenture”), by and between the Commission and U.S. Bank
National Association as successor trustee (the “Trustee”), as supplemented, including as supplemented by a Third
Supplement to Indenture of Trust, dated as of February 1, 2020 (the “Third Supplemental Indenture”; together with
the Master Indenture, as previously supplemented, the “Indenture”), (iii) Resolution No. - duly adopted by the
Comumission on October 7, 2019 (the “Commission Resolution”) and (iv) Resolution No. , duly adopted by
the Board of Supervisors of the City and County of San Francisco on December 17, 2019 and signed by Mayor
London Breed on 2019 (the “Board of Supervisors Resolution”). Under the Indenture, the City has '

pledged certain revenues (the “Revenues”) for the payment of principal, premium (if any), and interest on’ the Bonds
when due.

Regarding questions of fact material to our opinion, we have relied on representations of the Commission -
contained in the Commission Resolution and in the Indenture, of the Board of Supervisors in the Board of
Supervisors Resolution, and in the certified proceedmgs and other certifications of pubhc officials furnished to us,
w1thout undertalﬂng to verify the same by independent investigation.

Based on the foregoing, we are of the opinion that, under existing law:

1. The Comnussmn is a duly constituted pubhc commission of the City and County of San Francisco
duly organized and validly existing pursuant to the Charter of the City and County of San Francisco and the
Constitution and laws of the State, -

2. The Board of Supervisors has the power under Section 9.107 of the Charter of the City and-
County of San Francisco to adopt Ordinance No. 258-09, which was adopted by the Board of Supervisors on
December 8, 2009, and signed by the Mayor on December 18, 2009, pursvant to which the Board of Supervisors
amended the San Francisco Administrative Code to add Chapter 43, Article X1 to anthorize the issuance of revenue
bonds by the Port Commission. .

3. The Comimssmn has the power under the Bord Law to adopt the Commission Resolution, enter
into the Indenture and perform the agreements on its part contained therein, and issue the Bonds.

74264678.6 ' _ E-3

941



4, _ The Iﬁdeﬁture h‘as been duly authorized, executed and delivered by the Commission, and -
coustitutes a valid and binding obligation of the Commission, enforceable against the Cormmission.

5. The Indenture creates a valid lien on the Revenues and -other funds pledged by the Indentl}re for
the security of the Bonds, on a parity with other bonds (1f any) 1ssued or to be issued under the Indenture.

6. The Bonds have been duly authorized and executed by the Commission, and are valid and binding
limited ‘obligations of the Commnission, payable soler from the Revenues and other funds prov1ded thefefor in the
Indenture,

7. . Interest on the Bonds is not intended to be excluded from gioss income for federal income tax
purposes, ’

8. Interest on the Bonds is exempt from personal income taxation: imposed by the State of California. E

The rights of the owners of the Bonds and the enforceability of the Bonds and the Indenture are limited by
bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors' rights generally, and
by equltable principles, whether considered at law or in equlty

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement this
opmlon to reflect any facts or circomstances that may hereafter come to our attention, or any changes in law that

may herealter occur, Our engagement with respect to this matter has torminated as of the date hereot.

Respectfully submitted,

A Professional Law Corporation

74264678.6 : . : F4-
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FORM OF CONTINU]NG DISCLOSURE CERTIFICATE

The Continuing Disclosure Certificate (the “Dlsclosure Certificate”) is execiited and delivered by the Port
Commission of the City and County of San Francisco (the “Port Commission™) in connection with the issuance of
$ . aggregate principal amount of Port Commission of the City and County of San Francisco Revenue’
Refunding Bonds, Series 2020A (Non-AMT Tax-Exempt) (thé “Series 2020A Bonds™) and Series 2020B (Federally
Taxable) (the “Series 2020B Bonds and, together with the Series 2020A Bonds, the “Series 2020 Bonds”). The Series
2020 Bonds are being issued pursuant to an Indenture of Trust, dated as of February 1, 2010, between the Port
Commission and U.S. Bank National Association (the “Trustee™), as successor trustee to Deutsche Bank National
Trust Company, as amended and supplemented by a First Supplement to Indenture of Trust dated as of February 1,
2010, a Second Supplement to Indenture of Trust dated as of May 1, 2014 and a Third Supplement to the Indenture
of Trust dated as of January 1, 2020, between the Port Cominission and the Trustee (collectively, the “Indenture”).

The Port Commission covenants and agrees in this Disclosure Certificate as follows:

-SECTION1.  Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the Port Commission for the benefit of the Holders and Beneficial Owners of the Series 2020 Bonds and

in order to-assist the Participating Underwriters in complying with Securities and Exchanﬂe Commission (the
“S.E.C.”) Rule 15¢2-12(b)(5). . ]

SECTION 2. Defipitions. In addition to the definitions set f 10T th int the _uAuBi‘xt‘ui'C, which plj {0 an _y
capitalized term used in the Disclosure Certificate unless otherwise defmed in this Section 2, the followmg capitalized
terms shall have the followmg meanings:

“Annual Report” shall mean any ‘Amnual Report provided by the Port Commlsswn pursuant to, and as
described in, Sections 3 and 4 of the Disclosure Certificate.

“Beneficial Owner” shall mean any person which: (a) has or shares the power, directly or indirectly, to make

investment decisions concerning ownership of any Series 2020 Bonds (including persons holding Series 2020 Bonds
" through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or consent
with respect to any Series 2020 Bonds or to dispose of ownership of any Series 2020 Bonds;.or (b) is ’aeated as the
owner of any Series 2020 Bonds for federal income tax purposes.

“Dissemination Agent”' shall mean the [Port Commission], acting in its capacity as Dissemination Agent
under the Disclosure Certificate, or any successor Dissemination Agent designated in writing by the Port Commission -
and which has filed with the Port Commission a written acceptance of such designation. |

“Holder” shall mean either the registered owners of the Series 2020 Bonds, or, if the Series 2020 Bonds are’
registered in the name of The Depository Trust Company or another recognized depos1tory, any applicable participant
in such depository system

“Listed BEvents” shall meah anly of the events listed in Section 5(a) of the Disclosure Certificate.

“MSRB” shall mean the Municipal Securitiés Rulémaking Board or any other entity designated or anthorized
by the Securities and Exchange Commission to receive continuing disclosure filings pursuant to the Rule. Until
otherwise designated by the MSRB or the Securities and Bxchange Commission, filings with the MSRB are to be
made through the. Electronic Municipal Market Access (EMMA) website of ‘the MSRB currently Iocated at
http://emma.msrb.org.

“Official Statement” shall mean the final Official Statement dated , 2019, prepared in connection
: thh the sale and offering of the Senes 2020 Bonds. '

“Partjcipating Underwriter” shall mean any of the original underwriters or purchasers of the Series 2020
Bonds required to comply with the Rule in connection with offering of the Series 2020 Bonds.
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“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the S8.E.C. under the Securities Exchange Act of 1934, as
the same may -be amended from time to time.

'SECTION 3. Provision of Annual Reports.

(a) The Port Comumission shall, or shall canse the Dissemination Agent to, not later than 270

days after the end of the Port Commission’s Fiscal Year{which currently ends June 30), commencing March

.31, 2020, with the report for the 2018-19 Fiscal Year, provide to the MSRB an Annual Report which is

_ consistent with the requirements of Section 4 of the Disclosure Certificate. If the Dissemination Agent is not

the Port Commission, the Port Commission shall provide the Annual Report to the Dissemination Agent not

later than 15 days prior to said date. The Annual Report must be submitted in electronic format and

accompanied by such identifying information as is prescribed by the MSRB, and may cross-reference other

information as provided in Section 4 of the Disclosure Certificate; provided, that if the audited financial

- statements of the Port Commission 4re not available by the date required above for the filing of the Annual

Report, the Port Commission shall submit unaudited financial statements and submit the audited financial

statements as soon as they are avajlable. If the Port Commission’s fiscal year changes, it shall give notice of
such change in the same manner as for a Listed Event under Section 5(b).

by If the Port Commission is unable to provide to the MSRB an Annual Report by the date
required in subsection (a), the Port Commission shall send a notice to the MSRB, in substantially the form
attached as Exhibit A.

(c).' The Dissemination Agent shall (if the Dissemination Agent is other than the Port
Commission) file a report with the Port Comumission certlfymg the date that the Annual Report was provided
to the MSRB pursuant to the Disclosure Cemﬁcate

. SECTION 4. . Content of Annual Réports. The Port Commission’s Annual Report shall contain or
incorporate by reference the following information: ' ' ‘

(a) Audited Financial Statements of the Port Commission for the prior fiscal year, prepared in
accordance with generally accepted accounting principles applicable to the Port Commission from time to -
time. If the Port Commission’s audited financial statements are not available by the date the Annual Report
is required to be filed, the Annual Report shall contain unaudited financial statements in a format similar to
the financial statements contained in the final Official Statement, and the audited financial statements shall
be filed in the same mainer as the Annual Report when they become aveulable,

() Updated information in Table 1 of the Ofﬁc1a1 Statement captioned “PORT OF SAN
FRAN CISCO REAL ESTA’I'E LEASES, REMAINING LEASE TERMS”;

(©) Updated information in Table 2 of the Official Statement captioned “PORT OF SAN
FRANCISCO, TOP TEN REAL ESTATE"I‘ENANTS BY REVENUE”;

(d) Updated: information in Table 8 of the Official Statement captmned “PORT OF SAN
FRANCIS CO, MAJOR PORT OPERATING REVENUES”;

{e) Updated information in Table 10 of the Official Statement captioned “PORT OF SAN
FRANCISCO, HISTORICAL OPERATIONS & MAINTENANCE EXPENSES”;

© - ﬁpdated information in Table 11 of the Official Statement captioned “PORT OF SAN
. FRANCISCO, HISTORICAL RESULTS OF OPERATIONS”; and

(& Updated information in Table 12 of the Off1c1al Staternent capﬁoned “PORT OF SAN
FRANCISCO, HISTORIC DEBT SERVICE COVERAGE:
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Any-or all of the items listed above may be set forth in a document or set of documents, or may be included
by specific reference to other documents, including official statements of debt issues of the Port Commission or related
public entities, which are available to the public on the MSRB website. If the document included by reference is a.
final official statement, it must be available from the MSRB. The Port Commission shall clearly identify each such
other document so mcluded by reference. .

SECTION'S: Reuorting of Lisféd‘Events. -

(a) To the extent apphcable and pursuant to the provmons of this Section 3, the Port
' Comnnssmn shall give, or cause to be given, notice of the occurrence of any of the following events with
respect to the Series 2020 Bonds:

49} Principal and interest payment delinquéncies;

2) Nonpayment related defaults, if material;

(3)  Unscheduled draws on any debt service reserves reflecting financial difficulties;

4 Unscheduled draws on credit enhancements reflecting financial difficulties;

%) Substitution of credit or liquidity providers or their failure to perform;

) Adverse tax ‘opinions, the issuance by the Internal Revenue Service of proposed or final

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the Series 2020 Bonds,
or othier material evenits duECuug the tax status of the Series 2020 Bonds;

) Modifications to the rights of Bondholders, if matenal

(B) Bond calls, if material, and tender offers;

©) Defeasances;
(10 Release, subsﬂtutton or sale of property securing repayment of the Series 2020 Bonds, if
matenal ’ .

(11) Rating changes;

(12)  Bankmptey, insolvency, receivership or sumlar event of the obligated person; .

(13) | Consummation of a merger, consolidation or dcquisition involving an obligated person of
the sale of all or substantially all of the assets of the obligated person, other than in the
ordinary -course of business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms, if material;

(14)  Appointment of a successor or additional trustee or the change of name of a trustee;

(15)  Incumrence of a financial obligation of the issuer or obligated person, if material, or
agreement to covenants, events of default, remedies, priority rights, or other similar terms
of a financial obligation of the issuer or obligated person, any of which affect security
holders, if material. :

(16)  Default, event of acceleration, termination event, modification of terms or other similac

events under the terms of a financial obhgatlon of the obligated person any of which reflect
financial dlfﬁculmas .

(b). The term “financial obligation” as used in Event 15 means a (i) debt obligation; (ii)
~ derivative instryment entered into in connection with, or pledged as security or a source of payment for, an
existing or planned debt obligation; or (jii) guarantee of (i) or (i). The teim financial obligation shall not
include municipal securities as to which a fmal official statement has been provided to the MSRB consistent

- with S.E.C. Rule 15¢2-12,

NG Whenever the Port Commission obtains knowledge of the occurrence of a Listed Event,
the Port Commission will, in a timely manner not in excess of ten business days after the occurrence of the
Listed Bvent, file a notice- of such occurrence with the MSRB in electronic format, accompanied by such
identifying information as is prescribed by the MSRB. Notwithstanding the foregoing, notice of a Listed
Bvent described in Section 5(a)(8) need not be given under this subsection any earlier than the notice (if any)
of the underlying event is given to Holders and Beneficial Owners of affected Series 2020 Bonds pursuant
to the Indenture
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SECTION.6. - Termination of Reporting Obligation. The Port Commission’s obligations under the
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the
Series 2020 Bonds. If such termination occurs prior to the final maturity of the Series 2020 Bonds, the Port
Commission shall give notice of such termination in the same manner as for a Listed Event under Section 5(b).

SECTION 7. Dissemination Agent.. The Port Commission may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out if§ ebligations under the Disclosure Certificate, and may discharge - -
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in the Disclosure Certificate,

SECTION 8. Amendment: Waiver. Notwithstanding any other provision of the Disclosure Certificate
the Port Commission may amend or waive the Disclosure Certificate or any provision of the Disclosure Certificate,
provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 3(b), 4 or 5(a), it niay
only be made in connection with a change in circumstances that arises from a change in legal requirements,
change in law, or change in the identity, nature or status of an obligated person with respect to the Series
2020 Bonds or the type of business conducted;

(b) - The undertaking, as amended or taking into account such waiver, would, in the opinion of
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the Rule at
the timé of the original issuance of the Series 2020 Bonds, after taking into account any amendments-or

" interpretations of the Rule, as well as any change in circumstances; and

(¢) - The amendment or waiver either (i) is approved by the owners of a maj onty in aggregate
prm01pa1 amount the Series 2020 Bonds or (ii) does not, in the opinion of the City Attorney or nationally
recognized bond counsel, materially impair the interests of the Holders.

In the event of any amendment or waiver of a provision of the Disclosure Certificate, the Port Commission
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of
the reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles,
on the presentation) of financial information or operating data being presented by the Port Commission. In addition,
if the amendment relates to the accountmg principles to be followed in preparing financial statements: (iii) notice of
such change shall be givenin the same manner as for a Listed Event under Section 5; and (i) the Annual Report for
the year in which the change is made should present a comparison (in nairative form and also, if feasible; in
quantitative form) between the financial statements as prepared on the basis of the new accountmg principles and
those prepared on the basis of the former accounting principles.

SECTION 9. - Additional Information. Nothing in the Disclosure Certificate shall be deemed to prevent
the Port Commission from disseminating any other information, using the means of dissemination set forth'in the
Disclosure Certificate or any other means of communication, or including any other information in any Annual Report
or notice of occurrence of a Listed Event, in addition to that ‘which is required by-the Disclosure Certificate. If the
Port Commission chooses to include any information in any Annual Report or notice of occurrence of a Listed Event
in addition to that which is specifically required by the Disclosure Certificate, the Port Commission shall have no
obligation under the Disclosure Certificate to update such mformatlon or include it in any future Annual Report or
notice of occurrence of a Listed Event

SECTION 10. Remedies. In the event of a failure of the Port Commission to comply with any provision
of the Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the Series 2020 Bonds
may take such actions as may be necessary and appropriate, including seeking mandate or specific performance by
court order, to cause the Port Commission to comply with its obligations under the Disclosure Certificate; provided
that any such action may be instituted only in a federal or state court located in.the City and County of San Francisco,
State of California. Failure by the Port Commission to comply with any provision of the Disclosure Certificate shall
" not be deemed an Event of Default under the Indenture and the sole remedy under the Disclosure Certificate in the
event of any failure of the Port. Commission to comply thh the Disclosure Certificate shall be an action to compel
performance

-4~
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SECTION 11.- Beneficiaries. The Disclosure Certificate shall inure solely to the benefit of the Port
Commission, the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time
to time of the Series 2020 Bonds, and shall create no rights in any other person or entity.

Date: ,2019.

PORT COMMISSION OF THE CITY AND COUNTY |

OF SAN FRANCISCO
By: ‘ .
Executive Director
" Approved as to Form:
DENNIS J. HERRERA
CITY ATTORNEY
By: ,
Deputy City Attorney
-5--
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8-23-19 Jones Hall draft

ESCROW DEPOSIT AND TRUST AGREEMENT
(Series 2010A Bonds) ‘

Relating to.

$14,220,000
Port Commission of the City and County of San Francisco
Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)

This ESCROW DEPOSIT AND TRUST AGREEMENT (this “Agreement”), dated February
__,2020, is between the PORT-COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO,
duly constituted and established under Sections 4.100 et seq. of.the Charter of the City
and County of San Francisco (the “Commission”), and U.S. BANK NATIONAL ASSOCIATION,
a national banking association organized and existing under the laws of the United States
of America, acting as escrow agent under this Agreement (“Escrow Agent”) and trustee

(“Trustee”} under the lndenture (defmed below) for the Series 2010A Bonds ‘described
below .

BACKGHOUND'

1. The Commission previously issued its Port Commission of the Clty and
County of San Francisco Revenue Bonds, Series 2010A (Non-AMT Tax—Exempt) in the
aggregate principal amount of $14 220,000 (the “Senes 2010A Bonds”).

} 2. The Series 2010A Bonds.mature on March 1, 2040, and are subject to
“redemption on March 1, 2020 at a redemption price equal to the outstanding principal
amount of the Series 2010A Bonds, plus interest accrued to the redemption date.

3. In.order to provide funds to refund the Series 2010A Bonds, and thereby
realize interest rate savings, the Commission and the Board of Supervisors of the City and
County of San Franciseo have authorized the issuance of the Port Commission of the City
and County of San Francisco Refunding Revenue Bonds, Series 2020A (Non-AMT Tax
Exempt) in the aggregate principal amount-of $ (the “2020A Refunding Bonds”).

4. The Series 2010A Bonds were issued, and the 2020A Refunding Bonds are
" being issued, under an Indenture of Trust, dated as of February 1, 2010 (the “Master
. Indenture”), as amended and supplemented by a First Supplement to Indenture of Trust,

- dated as of February 1, 2010, a Second Supplement to Indenture of Trust, dated as of
May 1, 2014 and a Third Supplement to Indenture of Trust, dated as of February 1, 2020
(as amended, the “Indenture”).

948



5. . The Commission wishes to appoint the Escrow Agent for the purpose of

. establishing an irrevocable escrow fund to be funded, invested, held and administered for

the purpose of providing for the payment in full of the principal, interest and redemption
premium on the outstanding Series 2010A Bonds.

- 6. . As a result of the. deposit and investment of funds in accordance with this
Agreement, the Series 2010A Bonds will be discharged and defeased in accordance with
the provisions of Section 10.02 of the Indenture.

7. Under Section 10.02 of the Master Indenture, discharge of the Series 2010A
Bonds may be provided for by the deposit with the Escrow Agent of moneys, noncallable
Governmental Obligations, noncallable Government Gertificates or prerefunded municipal
obligations described in paragraph (c) of the definition of Permitted Investments in
Section 1.01 of the Master Indenture, or any combination thereof. The moneys and the
-maturing principal and interest income on such Government Obligations, Government
Certificates or prerefunded municipal obligations, if any, must be sufficient and available
without reinvestment to pay wheén due the Principal Amount, whether at maturity or upon
fixed redemption dates, or purchase price of and premium, if any, and interest on the

D Iat e PPN s

Series 2010A Bonds. The i imoneys, Government Obiigations, Governmeni Cetiificates
and prerefunded municipal obligations shall be held by the Trustee lrrevocably in trust for
the Holders of the Series 2010A Borids solely for the purpose of paying the Principal
Amount or purchase price or redemption price of, including premium, if any, and interest
on the 2010 Bonds as the same shall mature or become payable upon prior redemption.
The Indenture requires the Escrow Agent to receive (a) a verification report from an
Independent Auditor as to the sufficiency of moneys.and investments to provide for
payment of the Series 2010A Bonds in the case of a defeasance thereof and (b) an
Opinion of Bond Counsel to the effect that the defeasance of the Series 2010A Bonds in
accordance with this Agreement will not adversely affect the tax-exempt nature of interest
on the Series 2010A Bonds. Capitalized terms used in this paragraph but not defined in
this Agreement have the meaning given them in the Indenture.

AGREEMENT:

In consideration of the premises and the matenal covenants contained herein, The
Commission and the Escrow Agent hereby agree as follows:

SECTION 1. Appointment of Escrow Agent; Establ/shment of Escrow Fund. The
Commission hereby appoints the Escrow Agent to act as escrow agent for purposes of
administering the funds required to redeem and defease the Series 2010A Bonds in
accordance with the Indenture. The Escrow Agent is directed to establish an escrow fund
(the “Escrow Fund”) to be held by the Escrow Agent in trust as an irrevocable escrow
securing the payment of the Series 2010A Bonds as hereinafter set forth. All cash and
securities in the Escrow Fund are hereby lrrevocably pledged as a special fund for the

payment of the principal of and interest and premium on the Senes 2010A Bonds in
accordance with the Indenture. :

“If at any time the Escrow Agent receives actual knowledge that the cash and

securities in the Escrow Fund will not be sufficient to make any payment required by
Section 4 in respect of the Series 2010A Bonds, the Escrow Agent shall notify the

949



Cornmissiori of such fact and the Commission shall immediately cure 'such deficiency from
any source of legally available funds. The Escrow Agent has no liability for any such
insufficiency. - -

SECTION 2. Deposit and Investment of Amodnts in Escrow Fund; Investment of

* Amounts. On the date hereof (the “Closing Date”), the Commission shall-cause-to-be—
transferred to the Escrow Agent for deposit into the Escrow Fund the amount of $

in immediately available funds, to be derived from the.proceeds of the 2020A Refundmg
Bonds.

In addition, the Commission heréby'dsrects the Trustee to transfer to the Escrow
Agent for deposit in the Escrow Fund the following additional amounts: [update with
available moneys in funds/accounts]. .

On the Closing Date, the Escrow Agent shall invest $ of the amounts
deposited in the Escrow Fund in the federal securities listed on Exhibit A. . The Escrow
Agent shall hold the remamlng $ in cash, uninvested.

If the Escrow Agent Iearns that the Department of the Treasury or the Bureau of
Public Debt will not, for any reason, accept a subscription of state and local government
series securities (“SLGS") that is to be submitted pursuant to this Agreement, the Escrow
Agent shall promptly request alternative written investment instructions from the
Commission with respect to funds which were to be invested in SLGS. The Escrow Agent
- shall follow such instructions and, upon the maturity of any such alternative investment,
the Escrow Agent shall hold such funds uninvested and without liability for interest until
receipt of further written instructions from the Commission. In the absence of investment
instructions from the Commission, the Escrow Agent shall hold such funds uninvested.
The Escrow Agent may conclusively rely upon the Commission’s selection of an
alternative investment as a determination of the alternative investment's legality and
suitability and shall not be liable for any losses related to the alternative investments or for
compliance with any yield restriction applicable thereto.

SECTION 3. Application of Amounts in Escrow Fund. The Escrow Agent is hereby
instructed to withdraw from the Escrow Fund and transfer to the Trustee an amount
required to pay the principal of and interest and redemption premium on the Series 2610A
Bonds, in accordance with the schedule attached as Exhibit B hereio.

Following the payment and redemption of the Series 2010A Bonds in full, the
- Escrow Agent shall transfer any amounts remaining ondeposit in the Escrow Fund to the
Trustee for deposit in the Series 2020 Interest Account of the Debt Service Fund
established under. the Indenture, to be applied to pay mtercst next coming due and
payable on the 2020A Refunding Bonds. '

SECTION 4. lIrrevocable Election to Redeem Series 2010A Bonds; Defeasance
Notices. The Commission has irrevocably elected to pay and redeem all of the
~outstand1ng Series 2010A Bonds on the date set forth in Exhibit B, in accordance with the
provisions of the Indenture.

The Escrow Agent shall provide notice of redemption in the form attached as
Exhibit C to the owners of the Series 2010A Bonds, in accordance with the Indenture, not
less than 30 or more than 60 days prior to the redemption date.
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The Commission further hereby directs the Escrow Agent fo file on the Closing
Date the notice attached as Exhibit D on the Municipal Securities Rulemaking Board’s
- EMMA system. :

SECTION 5. Compensation to Escrow Agent. The Commission shall pay the
Escrow Agent full compensation for its services under this Agreement, including out-of-
pocket costs such as publication costs, redemption expenses, legal fees and other costs
and expenses relating hereto and, in addition, all fees, costs and expenses relating to the
purchase, substitution or withdrawal of any securities after the date hereof. Under no
circumstances shall amounts deposited in or credited to the Escrow Fund be déemed to
be available for said purposes. The Escrow Agent has no lien upon or right of set off
against the cash and securities at any time on deposit in the Escrow Fund.

SECTION 6. Immunities and Liability of Escrow Agent. - The Escrow Agent
undertakes to perform only such duties as are expressly set forth in this Agreement and
no implied duties, covenants or obligations shall be read into this Agreement against the
Escrow Agent. The Escrow Agent shall not have any liability hereunder except to the
extent of its negligence or willful misconduct. In no event shall the Escrow Agent be liable
for any special, indirect or consequential damages. The Escrow Agent shall not be liable
. for any loss from any investment made by it in accordance with the terms of this
Agreement. The Escrow Agent may consult with legal counsel of its own choice and the
Escrow Agent shall not be liable for any action taken or not taken by it in good faith in
~ reliance upon the opinion or advice of such counsel. The Escrow Agent shall not be liable
for the recitals or representations contained in this Agreement and shall not be responsible
for the validity of this Agreement, the sufficiency of the Escrow Fund or the moneys and

" securities to pay the principal, interest and redemption premium with respect to the Series
2010A Bonds. ‘ : . '

Whenever in the administration of this Agreement the Escrow Agent deems it

" necessary or desirable that a matter be proved or established prior to taking or not taking

any action, such matter may be deemed to be conclusively proved and established by a

certificate of an authorized representative of the Commission and shall be full protection
for any action taken-or not taken by the Escrow Agent in good faith reliance thereon.

The Escrow Agent may conclusively rely as to the truth and accuracy of the-
statements and correctness of any-opinions or calculations provided to it in connection
with this Agreement and shall be protected in acting, or refraining from acting, upon any
notice, instruction, request, certificate, document, opinion or other writing furnished to the
Escrow Agent in connection with this Agreement and believed by the. Escrow Agent to be
signed by the proper party, and it need not investigate any fact or matter stated therein.

None of the provisions of this Agreement shall require the Escrow Agent to expend
or risk its own funds or otherwise to incur any liability, financial or othetwise, in the
performance of any of its duties hereunder. The Escrow Agent may execute any of the
trusts or powers hereunder or perform any duties hereunder either directly or by or through
agents, attorneys, custodians or nominees appointed with due care.

The Escrow Agent may at any time resign by giving 30 days’ written notice of

resignation to the Commission. Upon receiving such notice of resignation, the
Commission -shall promptly appoint a successor and, upon the acceptance by the
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successor of such appointment, release the resigning Escrow Agent from its obligations
hereunder by written instrument, a copy of which instrument shall be delivered to the
resigning Escrow Agent and the successor. If no successor shall have been so appointed
and have accepted appointment- within 30 days after the giving of such notice of -
resignation, the resigning Escrow Agent may, petition any courf of competent junsdlctlon
for the appomtment of a SUCCesSOr. - :

Any bank, corporation or association into Wthh the Escrow Agent may be merged
or converted or with which it may be consolidated, or any bank, corporation or association
resulting from any merger, conversion or consolidation to which the Escrow Agent shall
‘be a party, or any bank, corporation or association succeeding to all or substantially all of
the corporate trust business of the Escrow Agent shall be the successor of the Escrow
Agent hereunder without the execution or filing of any paper with any party hereto or any
further act on the part of any of the parties hereto except on the part of any of the parties
hereto where an instrument of transfer or assignment is required by law to effect such
succession, anything herein to the contrary notwithstanding.

, The Commission shallindemnify, defend and hold harmless the Escrow Agent and
its officers, directors, employees, representatives and agents, from and against and
reimburse the Escrow Agent for any and all claims, obligations, liabilities, losses,
damages, actions, suits, judgments, reasonable costs and expenses (including
reasonable attorneys’ and agents’ fees and expenses) of whatever kind or nature
regardless of their merit, demanded, asserted or claimed against the Escrow Agent
directly or indirectly relating to, or arising from, claims against the Escrow Agent by reason
of its participation in the transactions contemplated hereby except to the extent caused by
the Escrow Agent’s negligence or .willful misconduct. The provisions of the foregoing
sentence shall survive the termination of this Agreement or the earlier resignation or
removal of the Escrow Agent. '

: The Escrow Agent shall have the right to accept and act upon instructions, .
“including funds transfer instructions (“Instructions”) given pursuant to this Agreement and
delivered using Electronic Means (“Electronic Means” means the following
communications methods: S.W.L.F.T., e-mail;. facsimile transmission, secure electronic
transmission containing applicable authorization codes, passwords and/or authentication
keys issued by the Escrow Agent, or another method or system specified by the Escrow
Agent as available for use in connection with its services hereunder); provided, however,
that the Commission shall provide to the Escrow Agent an incumbency certificate listing
officers with the Commission to provide such Instructions (“‘Authorized Officers”) and
containing specimen signatures of such Authorized Officers, which incumbency certificate
shall be amended by the Commission whenever a person is to be added or deleted from
the'listing. If the Commission elects to give the Escrow Agent Instructions using Electronic
Means and the Escrow Agent in its discretion elects to act upon such Instructions, the
Escrow Agent’s understanding of such Instructions shall be deemed-controlling. The
Commission understands and agrees that the Escrow Agent cannot determine the identity
of the actual sender of such Instructions and that the Escrow Agent shall conclusively
presume that directions that purport to have been sent by an Authorized Officer listed on
the incumbency certificate provided to the Escrow Agent have been sent by such
Authorized Officer. The Commission shall be responsible for ensuring that only
Authorized Officers transmit such Instructions to the Escrow Agent and that the
Commission and all Authorized Officers are solely responsible to'safeguard the use and
confidentiality of applicable user and authorization codes, passwords and/or
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authentication keys upon receipt by the Commission. The Escrow Agent shall not be liable
for any losses, costs or expenses arising directly or indirectly from the Escrow Agent’s
reliance upon and compliance with such Instructions notwithstanding such directions
conflict or are inconsistent with a subsequent written instruction. The Commission agrees: |
(i) to assume all risks arising out of the use of Electronic Means to submit Instructions to -
the Escrow Agent, including without limitation the risk of the Escrow Agent acting on
unauthorized Instructions, and the risk of interception and risuse by third parties; (i) that.
it is fully informed of the protections and risks associated with the various methods of
transmitting Instructions to the Escrow Agent and that there may be more secure methods
of transmitting Instructions than the method(s) selected by the Commission; (i) that the
security procedures (if any) to be followed in connection with its transmission of
Instructions provide to it a commercially reasonable degree of protection in light of its
particular needs and circumstances; and (iv) to notify the Escrow Agent immediately upon
learning of any compromise or unauthorized use of the security procedures.

SECTION 7. Termination of Agreement. Upon payment in full of the principal of
and interest and redemption premium on the Series 2010A Bonds and all fees, expense
and charges of the Escrow Agent as described above, this Agreement shall terminate and

the Escrow Agent shall be dlscharged from any further obligation or responsibility
hcleundcr

SECTION 8. Execution in Counterparts. This Agreement may be executed in
several counterparts, each of which shall be an ongmal and all of which shall constitute
but one and the same instrument. ~
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SECTION 9. Applicable Law. This Agreemént shall be governed by and construed
in accordance with the laws of the State of California.

PORT COMMISSION OF THE CITY AND
- COUNTY OF SAN FRANCISCO

By:

Executive Director

ATTEST;
By: :
Commission Secretary
U.S. BANK NATIONAL
ASSOCIATION, as Escrow Agent and
Trustee - : ‘ ‘
By: :
Authorized Officer .
7
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- EXHIBIT A

ESCROW SECURITIES

Type of "~ Purchase -Maturity Par : : Interest
Security  CUSIP - Date Date - Amount =~  Rate Price . Class
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" EXHIBIT B

ESCROW REQUIREMENTS

Interest . Redeemed Redemption = - Total

Payment Date 'Payment .Principal Premium Payment
3/1/20 ' '
‘B-1

956



EXHIBIT C

. FORM OF NOTICE OF REDEMPTION_

$14,220,000
Port Commnssnon of the City and County of San Francnsco
Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)

NOTICE IS HEREBY GIVEN, by the Port Commission of the City and County of
San Francisco (the “Commission”) with respect to the captioned bonds (the “Series 2010A
Bonds”), that all of the outstanding Series 2010A Bonds, which were issued under an -
Indenture of Trust (as amended and supplemented, the “Indenture”) between the
Commission and U.S. Bank National Association, as trustee (the “Trustee”), are. being
called for redemption on March 1, 2020 at a redemption price equal to the par amount
thereof togéther with accrued interest thereon to the redemption date, without premium.
Interest on the Series 2010A Bonds will not accrue after the redemption date.

. The outstanding Series 2010A Bonds consist of the following:

Maturity Date Principal Amount Interest Rate CUSIP*

" The Commission, the Trustee and the escrow agent referred to below shall not be responsible for the-
selection or use of the CUSIP numbers listed above, nor is any representation made as to the accuracy
of the CUSIP numbers listed above or as printed on any Series 2010A Bonds; the CUSIP numbers are
included solely for the convenience of the owners of the Series 2010A Bonds.

Funds for the payment of the fedemption ptice of the Series 2010A Bonds have
been deposited with U.S. Bank National Association, as escrow agent, and the sufficiency
‘of the funds and investments for the purpose of paying the principal of and interest on the
Series 2010A Bonds has been verified by , certified public accountants.

The Series 2010A Bonds must be surrendered by the owners at the principal
corporate trust office of the Trustee. .-

Dated: , 2020 A -U.S. BANK NATIONAL ASSOCIATION
‘ ' as Escrow Agent

C-1
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EXHIBIT D

FORM OF NOTICE OF DEFEASANCE

NOTICE OF FULL DEFEASANCE
$14,220,000

Port Commission of the City and County of San Francisco
Revenue Bonds, Series 2010A (Non-AMT Tax-Exempt)

NOTICE IS HEREBY GIVEN, by the Pott Commission of the City and County of
San Francisco (the “Cemmission”) that the captioned bonds (the “Sefies 2010A Bonds”).
have been defeased and discharged under and within the meaning of the Indenture of
Trust under which the Series 2010A Bonds were issued (as amended and supplemented,
the “Indenture”) between the Commission and U.S. Bank National Association, as trustee
(the “Trustee”). Funds for the payment of the Series 2010A Bonds have been deposited
with U.S. Bank National Association, as escrow agent, under an Escrow Deposit and Trust
Agreement (Series 2010A Bonds) (ihe “Escrow Agreement”). The sufficiency of the funds
and investments for the purpose of paying the principal of and interest on.the Series 2010A
Bonds has been verified by , certified public accountants. As a consequence:
of the foregoing actions and in accordance with the Indenture, the Series 2010A Bonds
are no longer secured by a pledge of revenues under the Indenture, and the Series 2010A
Bonds are now payable solely from the moneys set aside in escrow under the Escrow
Agreement and, if necessary, from other legally available funds of the Commission.

The Refunded Series 2010A Bonds consist of the following:

Mémrity Date Principal Amount " Interest Rate CUSIP

" "The Commission, the Trustee and the escrow agent referred to above shall not be responsible for the
selection or use of the CUSIP numbers listed above, not is any representation made as to the accuracy
of the CUSIP numbers listed above or as printed on any Series 2010A Bonds; the CUSIP numbers are
included solely for the convenience of the owners of the Series 2010A Bonds.

The Commission intends to redeem all of the outstanding Series 2010A Bonds on
- March 1, 2020. :

Dated: 2020 o U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

D-1
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8-23-19 Jones Hall draft

ESC—ROW‘ DEPOSIT AND TRUST AG'REEMENT'
‘ (Series 2010B Bonds)

Relating to

$22,430,000
Port Commission of the City and County of San Francisco
Revenue Bonds, Series 2010B (Taxable) '

This ESCROW DEFOSIT AND TRUST AGREEMENT (this “Agreement”), dated February
, 2020, is betweén the PORT COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO,
duly constituted and established under Sections 4.100 et seq. of the Charter of the City
and County of San Francisco (the “Commission”), and U.S. BANK NATIONAL ASSOCIATION,
_ a national banking association organized and existing under the laws of the United States
of America, acting as escrow agent.under this Agreement (“Escrow Agent”) and trustee
- (“Trustee”) under the Indenture (defined below) for the Series 2010B Bonds described
below.

BACKGROUND:

1. The Commission previously issued its Port Commission of the City and
County of San Francisco Revenue Bonds, Series 2010B (Non-AMT Tax~Exempt) in the
aggregate principal amount of $22,430,000 (the “Senes 20108 Bonds”)

- 2. The Series 2010B Bonds are subject to redemption on March 1, 2020 at a

redemption price equal to the outstanding principal amount of the Series 201OB Bonds,
plus interest accrued to the redemption date. .

3. In order to provide funds to refund the Series 2010B Bonds, and thereby
realize interest rate savings the Commission and the Board of Supervisors of the City and.
County of San Francisco have authorized the issuance of the Port Commission of the City
and County of San Francisco Refunding Revenue Bonds, Series 20208 (Federally
Taxable) in the aggregate principal amount of $ (the “2020B Refunding Bonds”).

4. The Series 2010B Bonds were issued, and the 2020B Refunding Bonds are
‘being issued, under an Indenture of Trust, dated as of February 1, 2010 (the “Master
Indenture™), as amended and supplemented by a First Supplement to Indenture of Trust,
dated as of February 1,2010, a Second Supplement to Indenture of Trust, dated as of
May 1, 2014 and a Thxrd Supplement to Indenture of Trust dated as of February 1, 2020
(as amended, the “Indenture”).
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5. The Commission wishes to appoint the Escrow Agent for the purpose of
. establishing an.irrevocable escrow fund to be funded, invested, held and administered for
the purpose of providing for the payment in full of the principal, interest and redemption
premium on the ouistanding Series 2010B Bonds.

6. As a result of the deposit and investment of funds in- accordance with this -
Agreement, the Series 2010B Bonds will be discharged and defeased in accordance wrth
the provnsuons of Section 10.02 of the lndenture

7. Under Section 10.02 of the Master Indenture, discharge of the Series 2010B
Bonds may be provided for by the deposit with the Escrow Agent of moneys, noncallable
Governmental Obligations, noncallable Government Certificates or prerefunded municipal
obligations described in paragraph (c) of the definition of Permitted Investments in
Section 1.01 of the Master Indenture, or any combination thereof. The moneys and the
maturing principal and interest income on such Government Obligations, Government
Cettificates or prerefunded municipal obligations, if any, must be sufficient and available
without reinvestment to pay when due the Principal Amount, whether at maturity or upon
fixed redemption dates, or purchase price of and premium, if any, and interest on the
Series 2010B Bonds. The moneys, Government Obligations, Government Certificates
and prerefunded municipal obligations shall be held by the Trustee irrevocably in trust for
the Helders of the Series 2010B Bonds solely for the purpose of paying the Principal
Amount or purchase price or redemption price of, including premium, if any, and interest
on the 2010 Bonds as the same shall mature or become payable upon prior redemption.
The Indenture requites the Escrow Agent to receive a verification report from an’
Independent Auditor as to the sufficiency of moneys and investments to provide for-
payment of the Series 2010B. Bonds in the case of a defeasance thereof. Capltallzed
terms used in this paragraph but not defined in this Agreement have the meaning given.
them in the Indenture.

AGHEEMENT'

In consideration of the premises and the material covenants contained hereln The
Commission and the Escrow Agent hereby agree as follows:

SECTION 1. Appointmént of Escrow Agent; Establishment of Escrow Fund The
Commission hereby appoints the Escrow Agent to act as escrow agent for purposes of
administering the funds required to redeem and defease the Series 2010B Bonds in
accordance with the Indenture. The Escrow Agent is directed to establish an escrow fund
(the “Escrow Fund”) to be held.by the Escrow Agent in trust as an irrevocable escrow
securing the payment of the Series 2010B Bonds as hereinafter set forth. All cash and
securities in the Escrow Fund are hereby irrevocably pledged as a special fund for the
payment of the principal of and interest and premlum on the Series 2010B Bonds in
accordance with the Indenture. -

If at any time the Escrow Agent receives actual knowledge that the cash and-
securities in the Escrow Fund will not be sufficient.to.make dny payment required by
Section 4 in respect of the Series 2010B Bonds, the Escrow Agent shall notify the
. Commission of such fact and the Commission shall immediately cure such deficiency from -
any source of legally available funds. The Escrow Agent has no fiability for any such
insufficiency.
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SECTION 2. Deposit and Investment of Amounts in Escrow Fund; anéstment of
Amounts. On the date hereof (the “Closing Date”), the Commission shall cause to be
transferred to the Escrow Agent for deposit info the Escrow Fund the amount of $

in immediately available funds, to be derived from the proceeds of the 2020B Refundlng
Bonds.

In addition, the Commission hereby directs the Trustee to transfer to the Escrow
Agent for deposit in the Escrow Fund the following additional amounts: [update with
available moneys in funds/accounts].

On the Closing Date, the'Escrov'v'Ageht shall invest $ of the amounts
deposited in the Escrow Fund in the federal securities listed on Exhibit A. The Escrow
Agent shall hold the remaining$______in cash, uninvested.

SECTION 3. Application of Amounts in Escrow Fund. The Escrow Agent is hereby
- instructed to withdraw from the Escrow Fund and transfer to the Trustee an amount
required to pay the principal of and interest and redemption premium on the Series 20108
Bonds, in accordance with the schedule attached as Exhibit B hereto.

Following the payment and redemption of thé Series 2010B Bonds in full, the -
Escrow Agent shall transfer any amounts remaining on deposit in the Escrow Fund to the
Trustee for deposit in the Series 2020 Interest Account of the Debt Service Fund
established under the Indenture, to be applied to pay interest next coming due and
payable on the 2020B Refundmg Bonds.

SECTION 4. lrrevocable Election to Redeem Series 2010B Bonds; Defeasance
Notices. The Commission has irrevocably elected to pay and redeem all of the
outstanding Series 2010B Bonds on the dates set forth in Exhrblt B, in accordance with
the provisions of the lndenture ‘

The Escrow Agent shall provide notice. of redem;ﬁtion in the form attached as
Exhibit C to the owners of the Series 2010B Bonds, in accordance with the Indenture, not
less than 30 or more than 60 days prior to the redemption date.

The Commission further hereby directs the Escrow Agent fo file on the Closing
Date the notice attached as Exhibit D on the Municipal Securities Rulemaking Board’s
EMMA system.

SECTION b. Compensation to Escrow Agent. The Commission shall pay the
Escrow Agent full compensation for its services under this Agreement, including out-of-
pocket costs such as publication costs, redemption expenses, legal fees and other costs
and expenses relating hereto and, in addition, all fees, costs and expenses relating to the
purchase, substitution or withdrawal of any securities after the date hereof. Under no
circumstances shall amounts deposited in or credited to the Escrow Fund be deemed to
be available for said purposes. The Escrow Agent has no lien upon or right of set off
against the cash and securities at any time on deposit in the Escrow Fund.

SECTION 6. Immunities and Liability of Escrow Agent. The Escrow Agent

undertakes to perform only such duties as are expressly set forth in this Agreement and
no implied duties, covenants or obligations shall be read into this Agreement against the -
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Escrow Agent. The Escrow Agent shall not have any liability hereunder except to the
extent of its negligence or willful misconduct. In no évent shall the Escrow Agent be liable
for any special, indirect or consequential damages. The Escrow Agent shall not be liable
for any loss from any investment made by it in accordance with the terms of this
Agreement. The Escrow Agent may consult with legal counsel of its own choice and the
Escrow Agent shall not be liable for any action taken or not taken by it in good faith in .
reliance upon the opinion or advice of such counsel. The Escrow Agent shall not be liable
for the recitals or representations contained in this Agreement and shall not be responsible
for the validity of this Agreement, the sufficiency of the Escrow Fund or the moneys and
. securities to pay the pnnCIpal interest and redemption premium with respect to the Series
2010B Bonds.

Whenever in the administration of this Agreement the Escrow Agent deems it
necessary or desirable that a matfer be proved or established prior to taking or not taking
any action, such matter may be deemed to be conclusively proved and established by a
certificate of an authotized representative of the Commission and shall be full protection
for any action taken or not taken by the Escrow Agent in-good faith reliance thereon.

" The Escrow Agent may conclusively rely as to the truth and accuracy of the
statements and correctness of any opinions or calculations provided to it in connection
~ with this Agreement and shall be protected in. acting, or refraining from acting, upon any
notice, instruction, request, certificate, document, opinion or other writing furnished to the

- Escrow Agent in connection with this Agreemeént and believed by the Escrow Agent to be

signed by the proper party, and it need not investigate any fact or matter stateditherein.

None of the provisions of this Agreement shall requite the Escrow Agent to expend -
or risk its own funds or otherwise to incur any liability, financial or otherwise, in the
- performance of any of its duties hereunder. The Escrow Agent may execute any. of the
trusts or powers hereunder or perform any duties hereunder either directly or by or through
‘agents, attorneys, custodians or nominees appointed with due care.

The Escrow Agent may at any time résign by giving 30 days’ written notice of
- resignation to the Commission. Upon receiving such notice of resignation, the
Commission shall promptly appoint a successor and, upon the acceptance by the -
successor of such appointment, release the resighing Escrow Agent from its obligations
hereunder by written instrument, a copy of which instrument shall be delivered to the
resigning Escrow Agent and the successor. If no successor shall have been so appointed
and have accepted appointment within 30 days after the giving of such notice of
resignation, the resigning Escrow Agent may petition any court of competent jurisdiction

_ for the appointment of a successor.

Any bank, corporatlon or association into which the Escrow Agent may be merged
or converted or with which it may be consolidated, or any bank, corporation or association
resulting from any merger, conversion or consolidation to which the Escrow Agent shall
be a party, or any bank, corporation or association succeeding to all or substantially all of
the corporate trust business of the Escrow Agent shall be the successor of the Escrow
Agent hereunder without the execution or filing of any.paper with any party hereto or any
further act'on the part of any of the parties hereto except on the part of any of the parties .
hereto where an instrument of transfer or assignment is required by law to effect such
succession, anything herein to the contrary notwithstanding.
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The Commission shall indemnity, defend and hold harmless the Escrow Agent and
its officers, directors, employees, representatives and agents, from and against and
. reimburse the Escrow Agent for any and all claims, obligations, fliabilities, losses,
damages, actions, suits, judgments, reasonable costs and expenses (including
reasonable atiorneys’ and agents’ fees and expenses) of whatever kind or nature

regardless of their merit, demanded,. asserted or claimed against the Escrow Agent . .

directly or indirectly relating to, or arising from, claims against the Escrow Agent by reason
of its participation in the transactions contemplated hereby except to the extent caused by
the Escrow Agent’s negligence or willful misconduct. The provisions of the foregoing
- sentence shall survive the termination of this Agreement or the eatlier res&gna’uon or
removal of the Escrow Agent.

The Escrow Agent shall have the right to accept and act upon instructions,
- including funds transfer instructions (“Instructions”) given pursuant to this Agreement and
delivered using Electronic Means (“Electronicc Means” means the following
communications methods: SW.LE.T., e-mail, facsimile iransmission, secure electronic
transmission containing applicable authorization codes, passwords and/or authentication
keys issued by the Escrow Agent, or ancther method or system specified by the Escrow
Agent as available for use in connection with its services hereunder); provided, however,
that the Commission shall provide to the Escrow Agent an incumbency certificate listing
officers . with the Commission to provide such Instructions (“Authorized Officers”)- and
containing specimen signatures of such Authorized Officers, which incumbency certificate
shall be amended by the Commission whenever a person is to be added or deleted from
- the listing. If the Commission elects to give-the Escrow Agent Instructions using Electronic
Means and the Escrow Agent in its discretion elects to act upon such Instructions, the
Escrow Agent’s understanding of such Instructions shall be deemed controlling. The }
Commission understands and agrees that the Escrow Agent cannot determine the identity
of the actual sender of such Instructions and that the Escrow Agent shall conclusively
presume that directions that purport to have been sent by an Authorized Officer listed on
the incumbency cettificate provided to the Escrow Agent have been sent by such
. Authorized Officer. The Commission shall be respon81ble for ensuring that only
Authorized Officers transmit such' Instructions to the Escrow Agent and that the .
Commission and all Authorized Officers are solely responsible to safeguard the use and
confidentiality of applicable user "and authorization codes, passwords and/or .-
authentication keys upon receipt by the Commission. The Escrow Agent shall not be liable
for any losses, costs or expenses arising directly or indirectly from the Escrow Agent’s
reliance upon and compliance with such Instructions notwithstanding such directions
conflict or are inconsistent with a subsequent written instruction.. The Commission agrees:
(i) to assume all risks arising out of the use of Electronic Means to submit Instructions to
the Escrow Agent, including without limitation the risk of the Escrow Agent acting on
unauthorized Instructions, and the risk of interception and misuse by third parties; (i) that
it is fully informed of the protections and risks associated with the various methods of
transmitting Instructions to the Escrow Agent and that there may be more secure methods
of transmitting Instructions than the method(s) selected by the Commission; (jii) that the
security procedures (if any) to be followed in connection with its transmission of
Instructions provide to it a commercially reasonable degree of protection in light of its
- particular needs and circumstances; and (jv) to notify the Escrow Agent immediately upon-
learning of -any compromise or unauthotized use of the security procedures.

SECTION 7. Termination of Agreement. Upon payment in full of the principal of
and interest and redemption premium on the Series 2010B Bonds and all fees, expense
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and charges of the Escrow Agen’: as described above, this Agreement shall terminate and
the Escrow Agent shall be discharged from any further obllgatlon or responSIblhty
hereunder .

SECTION 8. Execution in Counterparts. This Agreement may be executed in

.several counterparts, each of which shall be an original ‘and-all of which shall constitute-
but one and the same instrument.
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SECTION 9. Applicable Law. This Agreement shall be governed by and construed
'in accordance with the laws of the State of California.

U.S. BANK NATIONAL

ASSOCIATION, as Escrow Agent and

Trustee

By:

Authorized Officer

- PORT COMMISSION OF THE CITY AND

COUNTY OF SAN FRANCISCO

By:
Executive Director
ATTEST:
By:
. Commission Secietary
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EXHIBIT A

ESCROW SECURITIES

Type of " Purchase Maturity Par ' 4 Interest

Security cusip . Date Date Amount Rate Price Class
A-1
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EXHIBIT B

ESCROW REQUIREMENTS

Interest Maturing  Redeeimed " Redemption Total

Payment Date ) Payment Principal 'v Principal Premium Payment
3/1/20 ' ' '
\
B-1
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EXHIBIT C

- FORM OF NOTICE OF REDEMPTION

$22,430,000
Port Commlssmn of the City and County of San Francisco
Revenue Bonds, Series 2010B (Taxable)

NOTICE IS HEREBY GIVEN, by the Port Commission of the City and County of
San Francisco (the “Commission”) with respect to the captioned bonds (the “Series 2010B
Bonds”), that all of the outstanding -Series 2010B Bonds maturing after March 1, 2020,
which were issued under an Indenture of Trust (as amended and supplemented,
the “Indenture”) between the Commission and, U.S. Bank National Association, as trustee
(the “Trustee”), .are being called for redemption on March. 1, 2020 at a redemption price’
equal to the par amount thereof together with accrued interest thereon to the redemption .
date, without premium. Interest on- the Series 2010B Bonds will not accrue after the
- redemption date.

The outstanding Series 2010B Bonds consist of the foltowingj:

Maturity Date ‘ Principal Amount Interest Rate ‘ CUSIP*.

" The Commission, the Trustee and the escrow agent referred to below shall not be responsible for the
selection or use of the CUSIP numbers listed above, nor is any representation made as fo the accuracy
of the CUSIP numbers listed above or as prtinted on any Series 2010B Bonds; the CUSIP numbers are
included solely for the convenience of the owners of the Series 20108 Bonds.

Funds forthe payment of the principal and interest due on the Serles 2010B Bonds
on March 1, 2020 and the principal amount of the Series 2010B Bonds maturing after:
March 1, 2020 have been deposited with U.S. Bank National Association, as escrow
agent, and the sufficiency of the funds and investments for that purpose has been verified -
by . , certified puplic accountants ‘

The Series 2010B Bonds must be surrendered by the owners at the pnncrpat
corporate trust office of the Trustee. -

Dated:- ,2020 U.S. BANK NATIONAL ASSOCIATION,
A as Escrow Agent :
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EXHIBIT D

FORM OF NOTICE OF DEFEASANCE

NOTICE OF FULL DEFEASANCE

_ $22,430,000
Port Commission of the City and County of San Francisco
Revenue Bonds, Series 2010B (Taxable),

NOTICE 1S HEREBY GIVEN, by the Port Commission of the City and County of
San Francisco (the “Commission”) that the captioned bonds (the “Series 2010B Bonds”)
have been defeased and discharged under and within the meaning of the Indenture of
Trust under which the Series 2010B Bonds were issued (as amended and supplemented,
the “Indenture”) between the Commission and U.S. Bank National Association, as trustee
(the “Trustee”).

The Commission intends to redeem on March 1, 2020 all of the outstanding
Series 20108 Bonds maturing after March -1, 2020. Funds for the payment of the principal
and inferest due on the Series 2010B Bonds on March 1, 2020 and the principal amount
of the Series 2010B Bonds maturing after March 1, 2020 have been deposited with U.S.
Bank National Association, as escrow agent, under an Escrow Deposit and Trust
Agreement (Series 2010B Bonds) (the “Escrow Agreement”). The sufficiency of the funds
and investments for that purpose has been verified by , certified public
accountants. As a consequence of the foregoing actions and in accordance with the
Indenture, the Series 2010B Bonds are no longer secured by a pledge of revenues under
the Indenture, and the Series 2010B Bonds are now payable solely fromi the moneys set -
aside in escrow under the Escrow Agreement and, if necessary, from other legally.
available funds of the Commission.

The Series 2010B Bonds corisiét of the following:

- Maturity Date Principal Amount Interest Rate ’ CUSIP

“ The Commission, the Trustee and the escrow agent referred to above shall not be responsible for the
selection or use of the CUSIP numbers listed above, nor is any representation made as to the accuracy
of the CUSIP numbers listed above or as printed on any Seties 2010B Bonds; the CUSIP numbers are
included solely for the convenience of the owners of the Series 2010B Bonds.

Dated:’ , 2020 U.S. BANK NATIONAL ASSOCIATION,
as Escrow Agent

969



WHEREAS,

PORT COMMISSION
CITY: AND COUNTY OF SAN FRANC|SCO

RESOLUTION NO. 19-4?'

Pursuant to the Charter of the City and County of San Francisco (the
"City") and Chapter 43, Article Xl of the San Francisco Administrative

‘Code (the "Port Bond Ordinance"), the Port Commission is authorized,

subject to the approval of the Board of Supervisors of the City (the -

. "Board"), to issue revenue bonds for any Port—related purpose and

secured solely by Port revenues, and

WHEREAS,
WHEREAS, °

' WHEREAS,
WHEREAS,

WHEREAS,

P
lmprovmg and developlng facilities tnder the: JUt’lSdlCtton of the Port, and :

The Senes 2010 Bonds were issued pursuant to an, Indenture of Trust
(the *Master: Indenture") as supplemented by a Flrst Supplement to

redemptlon ‘at the' optlon of the Port Commission on':'ény date on or-after
March-1, 2020; and .

The Port Commlssxon adopted its Municipal Debt. Policy (the “Debt
Policy ) on July 14, 2009, and on November 15, 2016, adopted an

The purpose of the Debt Policy is to provide comprehensive guudehnes ’
for the issuance and management of the Port Commission's bonds and
other debt obligations; and .

The Debt Policy provides for the issuance of refunding bonds to refinance

previously issued and outstanding debt in order to achieve debt service
savings, and for certain other specified reasons; and
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WHEREAS,

WHEREAS,

WHEREAS,

IS zsngmﬂcantly ab

WHEREAS, T

The Debt Policy also specifies that refunding bonds issued solely to
achieve debt service savings shall not be issued unless: (i) the estimated
net present value of the savings, as determined by the Port's financial
advisors, is at least 3% of the principal amount of the refunded bonds;
and (ji) it is unlikely, in the judgment of the Port’s financial advisors, that a

future refunding would realize greater savings; and

Port staff, in consultatlon with the Port’s financial advnsors (the “Co-
Mumctpal Advisors"), have determined that the Port can realize significant
debt service savings by refinancing the Port's Series 2010 Bonds on

~Malch 1, 2020, when they first become ellguble for refunding; and

The Co-Municipal Advisors have estimated that under current market
conditions a refinancing would generate net present value savings
ove the Debt Pohcy threshold for the issuance of refundlng .

addihonal savmgs by detaymg the refundmg beyond the March 1 2020
- date)

WHEREAS,
WHEREAS,

WHEREAS,

The Port Commlssmn has determlned that tt is desirable to issue

-refundmg bonds, in one or more series, (together the “Bonds") to refund

the Senes 2010 Bonds in orderto achleve debt service sawngs and

In connectlon w:th the issuance, sale and delivery of the Bonds the Port
Commission will enter into a Third Supplement to Indenture of Trust and
certain other related documents and will prepare a Preliminary Offictal
Staﬁement and execute afinal Ofﬂmal Statement; and

The Bonds will be sold by negotiated sale pursuant to one or more bond
purchase contracts; now, therefore, be it
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RESOLVED By the San Francneco Port Commussron as follows

Sectron 1. Recrtats The Port Commrssnon ﬂnds and determlnes that all of the
recntats above are true and correct :

Section 2. Condmons Precedent All condltlons things and acts requrred by lawto
.7 ‘exist, to happen and to be. perforrned precedent to'and in the issuance of
the. Bonds exist, have happeéned-and have been performed in due time,
form and manner in accordance with apptrcable law, and the Port is
‘authorized pursuant to the Charter and the Administrative Code 1o incur
o fmdebtedness in-the manner.and form provtded in.this Resolution, subject '
-however, to. approval by the Board of a resolution ‘authorizing the :

C other or addltlonal desngnatlon as deemed.approprlate by the Executlve
Director. of the Port orher desrgnee The Bonds shall be |ssued in.an

Section 4. Approval of the Thlrd Supplement to Indenture The form of the Third
Supplement to Indenture of Trust, between the Port and a national
banking association meeting the requirements of the Master Indenture to -
be named therein, as trustee (the “Trustee”), as presented to this Port
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Section 8,

Section 7.

Commission, copies of which are on file with the Secretary of the Port
Commission; is hereby approved. The Executive Director of the Port is
hereby authorized to execute the Third Supplement to Indenture of Trust,
with such changes, additions and modifications as the Executive Director
may make or approve in accordance with Section 9 hereof.

Saie of Bonds by Neqgotiated Sale; Selectioh of Underwriters. The

- Executive Director is hereby authorized to sell the Bonds by negotiated

sale pursuant to one or more purchase contracts as described in
Section 6 below, if the Director determines that such manner of sale Is in

. the best interest of the Pont, such determination to be conclusively

evidenced by the execution and delivery of such purchase contract or
coniracts by the Port. Stifel, Nicolaus & Company Incorporated and 280
Securities LLC are hereby appointed to act as underwnter(s) for the

| Bonds (the “Underwnters”)

:‘V-.:Anhrg\yla| nf l:nrm nf- and Durr-hnse {‘nnt_rngt rnlnhnn to thn Rgndq Thp =
-~ form of bond purchase contract between the Port and the Underwr@ters

relatlng to the Bonds (the “Bond. Purchase Contract"), as presented to

Port Commnssuon is hereby approved. The Executive Director is hereby
authorized to execute the Bond Purchase Contract, with such changes,

e addltlons and modlﬂcatlons as the, Executwe Director may approve in

discount.with respect to the Bonds shall not exceed 0. 70 percent (o. 70%)
of the principal amount of the Bonds, such approval to be conclusively
evidenced by the execution and delwery of the Bond Purchase Contract
by the Executlve Director :

Approval of the OﬁlClal Statement in Prehrnlnarv and Flnal Form. The

~ form of an-official statement relating to the Bonds (the "Official

o Statement“) as presented to this Port Commission, a copy of which is on

file in preliminary form with the Secretary of the Port Commission, is
hereby approved. The Executive Director is hereby authorized to approve
the distribution of the Preliminary Official Statement in substantially said
form, with such changes, additions, modifications or deletions as the
Executive Directer may approve; such approval to be conclusively

- evidenced by the Executive Director's direction to the Underwriters to

distribute the Preliminary Official Statement to potential purchasers of the
Bonds. The Executive Director is hereby authorized to cause the
distribution of the Preliminary Official Statement, deemed final for o
purposes of Rule 15¢2-12 of the Securities and Exchange Act of 1934, as
amended, and to sign a certificate to that effect. The Executive Director is

* hereby further authorized and directed to authorize the distribution of and

sign the Official Statement in final form.
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Section 8,  Approval of the Escrow Agreements. The form of the Escrow Agreement
r for the Series 2010A Bonds and the Escrow Agreement for the Series
'2010B Bonds (collectively, the “Escrow Agreements”), each by and
between the Port and the Trustee, as Esorow Agent, as presented to this-
: Port Commrssion, are hereby approved The Executive Director is hereby :
- authorized to execute the Escrow Agreements, with such changes, -
addrtions, modifications or deletions as the Executive Director. may
~ approve; such approval to be oonclusrvely evidehced by the execution
and delivery of the Escrow Agreements by the Executive Director or to
proceed with the refundmg without the use 'of an escrow agreement, if the
Director determines, in consultation with co-bond counsel and the co- ,
municipal advrsors, that it is m the bést interests of the Port to do so. , ,

‘ Sectlon9 ADD Iof the Contrnurnq Dlsolosu e Cemﬁoate The form of a '

modifications or deletrons as'the, Executwe Drrector may approve such
approval to be conclusnvely evrdenced by the execution and delivery of
_ the Contrnulng Dlsclosure Certificate by the Executive Director.

* Section 10, General Authority. The Executive Director, the Secretary of the Port
Commission and other officers.of the Port, the City Attorney and their
duly authorized deputles 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 implement the proposed financing through the
sale, issuance and delrvery of the Bonds and otherwise to carry out the

Section 11. Ratrfloatron of Prior Actrons All actions authonzed and drrec'red by this
Resolution and heretofore taken are hereby ratified, approved and -
confrrmed by this Part Commission.

1 hereby certify that the foregoing resolution was adopted by the Port

Commission at lts meeting of October 22, 2018.

For Amy Quesada,
Secretary
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”PORToF

SAN FRANCISCO

MEMORANDUM

TO: Honorable Members, Boatd of Supervisors

FROM: Katharine Petrucione,

Deputy Director of Finance and Administration
Lawtence Brown,
Financial Analyst

DATE: November 15, 2019

SUBJECT: Resolution authorizing the sale of ﬁp to $27,000,000 aggregate principal
amount of 2020 Port Refunding Revenue Bonds for the putpose of refunding
all of the currently outstanding 2010 Port revenue bonds.

We respectfully request that the Board of Supervisors (the “Board”) consider for review and
adoption a resolution authorizing the Port of San Francisco to issue up to $27,000,000 in 2020 Pott
Commission refunding revenue bonds. Proceeds from the sale will be used to refinance the
remaining outstanding balance on the Port Commission’s 2010 revenue bonds.

In conjunction with this tequest, legislation approving the sale of these bonds, as well as a ;
supplemental appropriation to appropriate the bond proceeds, and related supporting documents
are expected to be introduced at the Board of Supetvisors meeting on Tuesday, November 19, 2019.

We request that these items be heard at the scheduled Januaty 8, 2020 rneeting of the Budget and
Finance Committee.

Background ‘

In February, 2010 the Pott issued $36.7 million of Pott revenue bonds to finance the des1gn,
construction, repair and improvements to various Port facilities including, among others, the James
R. Hetman Cruise Terminal at Pier 27, The 2010 revenue bonds wete structuted to allow the Port

Cominission, at its sole disctetion, to redeem any ot all of the remaining outstanding bonds at any
time on or after Match 1, 2020.

Pott staff, in consultation with the Pott’s financial advisots, has recently detérmined that the Port
can realize significant debt service savings by refinancing the Port’s 2010 revenue bonds on Match 1,
2020, when they first become eligible for refunding. The Port’s financial advisors have estimated
that under cuttent matket conditions a refunding would genetate total savings of apptroximately
$13.0 million in debt setvice over the remaining life of the 2010 Revenue Bond issue, or $7.9 million
on a net present value basis, assuming that the Port maintains its current credit rating. This equates
to 26.5% of the principal amount of the bonds to be tefunded, and is substantally above the
threshold established by the Port’s Municipal Debt Policy for the issuance of refunding bonds.




Based on the significant debt setvice cost savings that can be achieved through a refinancing of the
- Pott’s 2010 revenue bonds, the Port Commission at its Octobet 22, 2019 adopted Resolution 19-42
authorizing the issuance of up to $27.0 million in new 2020 Pott reveénue bonds for the sole putpose -
of refinancing the remaining outstanding balance of the Port’s 2010 revenue bonds.

General Fund Impact )
The new 2020 Pozt refunding revenue bonds are special, limited obhgation of the Port Comrmssmn
secuted and payable solely from Pott net tevenues.

The sale of these bonds will have no impgu:t of the City’s generé.l fund.

Financing Parameters

The proposed legislation will authotize the sale by the Port of 2020 Port Commission refunding
revenue bonds for the sole putpose of refinancing the Port Commission’s cutrently outstanding
2010 tevenue bonds. The legislation will also authorize: (i) the appropriation of §30.0 million from
a combination of bond proceeds from the 2020 sale and monies from the 2010 bond’s debt setvice
reserve fund that are currently on deposit with the bond trustee; () the de-appropriation of $1.9
million representing the March 1, 2020 debt setvice payment on the 2010 Port revenue bonds; and
(iii) the re-appropriation of $31. 9 million of 2020 Port refunding revenue bond for fiscal year 2019-

2020.

The table below outlines the estimated sources and uses of funds for the proposed Pott revenue
bond refinancing; based, in large patt, on estimates provided by PFM Financial Advisors LLC, a
municipal advisoty firm registered with the Securities and Exchange Commission (SEC) and the

Municipal Secutities Rulemaking Board (MSRB).

Estimated Soutces and Usés of Funds fot the 2010 Pott Revenue Bond Financing

. 2020A 2020B Total
Estimated Soutces: :
2020 Refunding Revenue Bond Proceeds $14,007,656 $13,124,281 $27.131,937
2010 Revenue Bond Debt Setvlce '
Resetve Fund 728,775 2,118,152 2.846,927
Subtotal - $14,736,431 $15,242 433 $29,978,864
2010 Revenue Bond Debt Setvice Payment $364,388 $1,555,636 - $1,920,024
Total Estimated Soutces: A $15,100,819 $16,798,069 $31,898,888
Estimated Uses: '
Refunding Escrow Deposits $14,608,680 $16,240,989 $30,849,669
Cost of Issuance 142,141 163,900 306,041
Underwriter’s Discount 53,811 63,899 117,710
Total Delivery Expense $195,952 $227,799 $423,751
Reserve for Market Uncertainty $296,187 $320281  _$625.468
Total Estimated Soutces: $15,100,819 -$16,798,069 $31,898,888

-




Additional Information -
The legislation is expected to be introduced at the Board of Supervisots meeting on Tuesday,

November 19, 2019. The forms of the following related financing documents will also be
submitted. .

i Thitd Supplement to the Indenture of Trust
i.  Bond Purchase Agreement
iii.  Prelitninary Official Statement
iv. Continuing Disclosure Certificate
v.  Esctow Agreements (one for each seties of 2010 Bonds)

| The financing documents listed above ate described in more detail belQW:

i Third Supplement to Indenture of Trust — This-document is a short supplement to the
existing Indenture of Trust (the Master Indenture, as previously supplemented; see
" desctiption below), which provides for the specific terms of the proposed 2020 Refunding
Bonds issuance. Those terins include the bonds’ matuiity and payiment terms an

“schedules.

2010 Indenture of Trust (Master Indenturz) This is the principal secutity document for the
ptroposed issuance of 2020 Refunding Bonds. Itis entered into between the Port and a

- Bond Trustee, U.S. Bank National Association, on behalf of the bondholders, and is the
contract between the bondholdets and the Port. The Master Indenture contains covenants
regarding the operation of the Pott that ate designed to enhance the secutity of the Bonds
and describes the terms under which investors will be repaid. Individual issuances of Port
Revenue Bonds are offered for sale under a Supplement to Indenture which desctibes the
terms specific to that particular issuance.

fi.  Preliminary Official Statement (POS) ~— The Preliminaty Official Statement is the
“document that is disttibuted to potential itivestots to solicit theit interest in putchasing any

2020 Refunding Bonds. - It provides information concerning the bond issue and operational
and financial information on the Pott. As required by the Securities and Exchange
Commission (SEC), the document must be accurate in all material respects, and may not
have any misleading misstatements ot omissions. To assure accuracy of this document, the
Commission should carefully review it ptiot to authotizing its disttibution to potential
investors. Subsequent to sale of the 2020 Refunding Bonds in the bond market, the bond
intetest rates, and sales price information will be inserted. After the pricing information is
inserted, the preliminary designation will be deleted from the document caption, and the
document will be identified as the Official Statement which will be disttibuted to all
purchasers of the 2020 Refunding Bonds upon closing of the transaction.

ifi.  Bond Purchase Agreement — This document contains the terms and conditions for a sale
of 2020 Refunding Bonds to the underwriters in a negotiated sale including the fees paid.

iv.  Continuing Disclosute Certificate — The continuing disclosute certificate is an agreement
between the Port and the Underwriters under which the Port agrees to provide cettain
financial and operating data, including the Port’s financial statements, on an annual basis and

3-




to provide notices of certain specified events to the matketplace for the life of the 2020
Refunding Bonds issuance.

Esctow Agreements — The esctow agteements desctibe the duties and obligations of the
Escrow Agent (the same bank as the Bond Trustee undet the Indenture) for the 2010
Bonds, and establishes an escrow fund for. the deposit of monies from the following soutces
in an amount sufficient to fully redeem the 2010 Bonds; (i) the proceeds of the 2020
Refunding Bonds, (if) the 2010 Bonds debt setvice reserve fund; and (iif) the 2010 Bonds
debt service payment otherwise due Match 1, 2020. Pursuant to each Agreement, the |
escrow agent will use the deposited funds plus a small amount of intetest earnings generated
while the funds ate held by the Escrow Agent, to fully repay the outstanding 2010 Bonds on
Mazch 1, 2020, without premium.




OFFICE OF THE MAYOR LoNDON N. BREED'

SAN FRANCISCO MAYOR
TO: "~ Angela Calvillo, Clerk of the Board of Supervisors
FROM:  Sophia Kittler
RE: Port Commission Revenue Bonds---Not to Exceed $27, OOO OOO
DATE: Tuesday, November 19, 2019

Resolution authorizing the issuancé of not to exceed $27,000,00'O aggregate
- principal.amount of Port Revenue Refunding Bonds to refund cerfain outstanding

revenue bonds of the Port; approving the forms of documents relating thereto;
and approving other related matters.

Shotild you have any questions, piease contact \opma Kittler at 415-554-6153.
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1 DR. CARLTON B. GOODLETT PLACE, Room 200
-SAN FrRANCISCO, CALIFORNIA 94102-4681
TELEPHONE: (415) 554-6141
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PORT 2010 REVENUE BOND REFUNDING

Budget and Finance Committee

January 15,_2020' \ : e

2010 REVENUE BOND REFUNDING
SUMMARY

= Port proposes to refinance $29. 87 million in outstandmg 2010
revenue bonds

. Request authority to issue 2020 refunding bOnds in an amount
not to exceed $27.00 million

- = Achieves estimated $11.7 million in interest savings .
= Bond maturity dates remain the same
= Port Commission approved refunding in October 2019
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2010 REVENUE BOND REFUNDING
BACKGROUND |

Port issued $36.65 million in revenue bonds in 2010
= Financed: ' .

o Construction of James R. Herman Cruise Terminal

o Improvements to Piers 19, 23, 33, 30-32, 35 and 50

.Two series .
= Series A, Non AMT-Tax Exempt, maturing in 2040
= Series B, Taxable, maturing in 2030
= Optional redemption as of March 1, 2020

Current debt service payments
= $2.8 million, annually, until_ 2030
- $1.9 mi!lion,, annually, 2031 - 2040

: | .- Debt Issuance Original Amount Currently OutstandiniJ

2010 Port Revenue Bonds

OUTSTANDING  2210%%

PORT DEBT o 2014 Port Revenue Bonds
- o Hyde St. Harbor Cal Boating Loan 3,500,000 .
. sBHCalBoatingloan** 6,143,932
‘ Total 106,668,932

29,865,000
30,010,000
20,280,000
1,883,830
5,884,454
87,923,284

* issued by City and County. of San Francisco on behalf of the Port. Port is responsible for repayment

© ** Debt assumed by the Port with April 30, 2019 acquisition of South Beach Harbor from OCll
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: ESTIMATED . ) . 2010 2020 Refunding Reduced  Estimated

‘ o ‘ : s Revenue Bonds Revenue Bonds Debt Service Savings
AN N UAL D E BT . Average Coupon Rate ) 5.75% 4.27%
SERVICE = parAmount 29,865,000 23,525,000
. k : : Avg'Annual Debt Servi&e 3/21-3/30 2,844,564 2,070,764 773,800 7,738,000
SAVI N G S ‘ Avg Annual Debt Service 3/31 - 3/40 1,852,808 1,453,625 399,183 3,991,830
Total Estimated Debt Service Savings ‘ 11,729,830

413 pkntiatn

2010 REVENUE BOND REFUNDING* .
PROPOSED BOND AND FINANCING STRUCTURE

Not to exceed par amount
o $27.00 million
Not to exceed mterest rate-(coupon rate)
o 6%
Final maturity .
o Series A, Non AMT-Tax Exempt, maturing March 1, 2040
(20 years)
o Series B, Taxable, maturing March 1, 2030 (10 years)
Percent savings of refunded bonds
o 10% minimum
Negotiated sale
No debt service reserve fund
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Sources of Funds
Bond Proceeds

'ESTIMATED .

REFUN DlNG :  ‘ | Prior Issue — Debt Service Reserve Fund

' SOURCESAND | ot sources
USES s

Par Amount 24,195,468
2,936,469

Bond Proceeds — Total . 27,131,937,
2,846,927,

Prior issue —3/1/2020 Debt Service Payment 1,920,024
31,898,888

Deposit into Escrow Account '30,849,669
Cost of Issuance 306,041
Underwriter's Discount 117,710
Reserve for Market Uncertainty { 625,468
Total Uses 31,898,888

7

2010 REVENUE BOND REFUNDING
FINANCING DOCUMENTS

= Third Supplement to Indenture of Trust
= Bond Purchase Agreement
.= Preliminary Official Statement
= Continuing Disclosure Certificate
= Escrow Agreements (one for each series of 2010
Bonds refunded)
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2010 REVENUE BOND REFUNDING

STEPS

: October 22,2019
Port Commissicn Approved
. Refunding

January 15, 2020
* Budget and Finance
- Committee Meeting

| February 2020
- Pricing of 2020 Refunding
- Bohds

. October 2019
- Introduced Bond

Documents and
Appropriation Ordinance to
Board of Supervisors

January - February 2020

* Board of Supervisors’
. Approval of Sale Resolution

and Supplemental
Appropriation Ordinance

February 2020
Sale of 2020 Refunding

! Bonds and Closing

- December 2019
Rating Agency Meetings

‘February 2020

: Statement

' March 1, 2020
- Repayment of All
. Outstanding 2010 Bonds

Post Preliminary Official

9

QUESTIONS?
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