This Preliminary Official Statement and the information contained herein are subject to completion or amendment. Under no circumstance shall this Preliminary Official Statement constitute

an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful.
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PRELIMINARY OFFICIAL STATEMENT DATED JANUARY __, 2021

NEW ISSUE - BOOK-ENTRY ONLY NO RATING

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subject,
however to certain qualifications described herein, under existing law, the interest on the 2021 Bonds is excluded from gross
income for federal income tax purposes and such interest is not an item of tax preference for purposes of the federal
alternative minimum tax. In the further opinion of Bond Counsel, such interest is exempt from California personal income
taxes. See “TAX MATTERS.”
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DEVELOPMENT SPECIAL TAX BONDS, SERIES 2021

Dated: Date of Delivery Due: September 1, as shown on inside cover

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

The City and County of San Francisco, California (the “City”) on behalf of the City and County of San Francisco
Special Tax District No. 2020-1 (Mission Rock Facilities and Services) (the “District™) will be issuing Development Special
Tax Bonds, Series 2021 (the “2021 Bonds™). The 2021 Bonds are being issued on behalf of the District, which was established
by the City, pursuant to a Fiscal Agent Agreement, dated as of February 1, 2021 (the “Fiscal Agent Agreement”), by and
between the City and , as fiscal agent (the “Fiscal Agent”). The 2021 Bonds are being issued to finance: (i)
the acquisition of certain public facilities and improvements authorized to be financed by the District, (ii) a capitalized interest
account, (iii) a debt service reserve fund, (iv) administrative expenses, and (v) costs of issuance, all as further described
herein. See “THE FINANCING PLAN” herein.

The 2021 Bonds will be issued in denominations of $5,000 or any integral multiple in excess thereof, shall mature
on September 1 in each of the years and in the amounts, and shall bear interest as shown on the inside front cover hereof.
Interest on the 2021 Bonds shall be payable on each March 1 and September 1, commencing September 1, 2021 (each an
“Interest Payment Date™) to the Owner thereof as of the Record Date (as defined herein) immediately preceding each such
Interest Payment Date. The 2021 Bonds, when issued, will be registered in the name of Cede & Co., as hominee of The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the 2021 Bonds.
Individual purchases of the 2021 Bonds will be made in book-entry form only. Principal of and interest and premium, if any,
on the 2021 Bonds will be payable by DTC through the DTC participants. See “THE BONDS - Book-Entry System” herein.
Purchasers of the 2021 Bonds will not receive physical delivery of the 2021 Bonds purchased by them.

The 2021 Bonds are subject to redemption prior to maturity as described herein. See “THE 2021 BONDS”
herein.

The 2021 Bonds are not rated. See “Special Risk Factors™ herein for certain risk factors which should be
considered, in addition to other matters set forth herein, in evaluating an investment in the 2021 Bonds.

The 2021 Bonds are limited obligations of the City, secured by and payable solely from the Revenues and the
funds pledged therefor under the Fiscal Agent Agreement. The 2021 Bonds are not payable from any other source of
funds other than the Revenues and the funds pledged therefor under the Fiscal Agent Agreement. Revenues consist
primarily of the proceeds of Development Special Taxes levied on certain leasehold interests in certain real property
located within the District as described herein. The General Fund of the City is not liable for the payment of the
principal of or interest on the 2021 Bonds, and neither the credit nor the taxing power of the City (except to the limited
extent set forth in the Fiscal Agent Agreement) or of the State of California or any political subdivision thereof is
pledged to the payment of the 2021 Bonds.

The 2021 Bonds are offered when, as and if issued, subject to approval as to their legality by Jones Hall, A
Professional Law Corporation, San Francisco, California, Bond Counsel, and certain other conditions. Certain legal matters
will be passed upon for the City by the City Attorney, and by Norton Rose Fulbright US LLP, Los Angeles, California, as
Disclosure Counsel to the City. Certain legal matters will be passed upon for the Underwriter by its counsel Stradling Yocca
Carlson & Rauth, a Professional Corporation, Newport Beach, California, and for Seawall Lot 337 Associates, LLC by its
counsel Holland & Knight, LLP, San Francisco, California. It is anticipated that the 2021 Bonds will be available for delivery
through the book-entry facilities of DTC on or about February _, 2021.

STIFEL

Dated: January __, 2021

* Preliminary, subject to change.

100770313.7



Maturity Date
(September 1)

*
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CITY AND COUNTY OF SAN FRANCISCO
SPECIAL TAX DISTRICT NO. 2020-1
(MISSION ROCK FACILITIES AND SERVICES)
DEVELOPMENT SPECIAL TAX BONDS, SERIES 2021

(Base CUSIP? )
Principal Interest
Amount Rate Yield Price

___ % Term Bonds due September 1, 20— Yield: % Price: % CUSIPT:

Preliminary, subject to change.

t CUSIP® is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global
Services, 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 Underwriter, or the Municipal Advisor, is responsible for the selection or uses of these CUSIP numbers, and no
representation is made as to their correctness on the 2021 Bonds or as included herein. The CUSIP number for a specific maturity
is subject to being changed after the issuance of the 2021 Bonds as a result of various subsequent actions including, but not limited
to, refunding in whole or in part or 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 certain maturities of the 2021 Bonds.
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

The information set forth herein has been obtained from the City and other sources believed to be
reliable. This Official Statement is not to be construed as a contract with the purchasers of the 2021 Bonds.
Estimates and opinions are included and should not be interpreted as statements of fact. Summaries of
documents do not purport to be complete statements of their provisions. No dealer, broker, salesperson or
any other person has been authorized by the City, the Municipal Advisor or the Underwriter to give any
information or to make any representations other than those contained in this Official Statement in
connection with the offering contained herein and, if given or made, such information or representations
must not be relied upon as having been authorized by the City or the Underwriter.

This Official Statement does not constitute an offer to sell or solicitation of an offer to buy, nor
shall there be any offer or solicitation of such offer or any sale of the 2021 Bonds, by any person in any
jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The information
and expressions of opinion herein are subject to change without notice, and neither delivery of this Official
Statement nor any sale of the 2021 Bonds made thereafter shall under any circumstances create any
implication that there has been no change in the affairs of the District or the City or in any other information
contained herein, since the date hereof.

The Underwriter has provided the following two paragraphs for inclusion in this Official Statement.

The Underwriter has reviewed the information in this Official Statement in accordance with, and
as part of, its responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of
such information.

IN CONNECTION WITH THE OFFERING OF THE 2021 BONDS, THE UNDERWRITER
MAY OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE
MARKET PRICES OF THE 2021 BONDS AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY
BE DISCONTINUED AT ANY TIME.

This Official Statement, including any supplement or amendment hereto, is intended to be
deposited with the Municipal Securities Rulemaking Board through the Electronic Municipal Market
Access (“EMMA”) website.

The City maintains a website with information pertaining to the City. However, the information

presented therein is not incorporated into this Official Statement and should not be relied upon in making
investment decisions with respect to the 2021 Bonds.
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FORWARD LOOKING STATEMENTS

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements” within the meaning of the United States Private Securities Litigation Reform
Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section
27A of the United States Securities Act of 1933, as amended. Such statements are generally identifiable
by the terminology used such as “plan,” “expect,” “estimate,” “project,” “budget” or similar words.

The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors which may cause actual
results, performance or achievements described to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements. The City does not
plan to issue any updates or revisions to the forward-looking statements set forth in this Official Statement.
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[insert location map

The above map shows the location of the Mission Rock Project. The 2021 Bonds will be secured by Development Special Taxes levied in the
District. No property of the District is pledged to the repayment of the 2021 Bonds, nor shall any resources of the City be available to pay debt
service on the 2021 Bonds.
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OFFICIAL STATEMENT

$[Par Amount]”

CITY AND COUNTY OF SAN FRANCISCO
SPECIAL TAX DISTRICT NO. 2020-1
(MISSION ROCK FACILITIES AND SERVICES)
DEVELOPMENT SPECIAL TAX BONDS, SERIES 2021

INTRODUCTION
General

This Official Statement, including the cover page, the inside cover page and the Appendices hereto,
is provided to furnish certain information in connection with the issuance and sale by the City and County
of San Francisco, California (the “City” or “County”) on behalf of the City and County of San Francisco
Special Tax District No. 2020-1 (Mission Rock Facilities and Services) (the “District”) of its Development
Special Tax Bonds, Series 2021 (the *2021 Bonds”). The 2021 Bonds and any Parity Bonds (as defined
herein) are collectively referred to herein as the “Bonds.”

Authority for the 2021 Bonds

The 2021 Bonds are being issued on behalf of the District, which was established by the City,
pursuant to the following:

o a Fiscal Agent Agreement, dated as of February 1, 2021 (the “Fiscal Agent Agreement”),
by and between the City and , as fiscal agent (the “Fiscal Agent”),

e the San Francisco Special Tax Financing Law (Admin. Code ch. 43, art. X), as amended
from time to time (the “Special Tax Financing Law’), which incorporates the Mello-Roos
Community Facilities Act of 1982, as amended (Section 53311 et seq. of the Government
Code of the State of California) (the “Act”), and

¢ Resolution No. 196-20, which was adopted by the Board of Supervisors of the City (the
“Board of Supervisors”) on May 5, 2020 and approved by the Mayor on May 15, 2020, as
supplemented by Resolution No. __ adopted by the Board of on __ |, 2020 and
approved by Mayor London N. Breed on , 2020 (collectively, the “Resolution”).

Use of Proceeds

The 2021 Bonds are being issued to finance: (i) the acquisition of certain public facilities and
improvements authorized to be financed by the District (the “Facilities™), (ii) a capitalized interest account,
(iii) a debt service reserve fund (the “2021 Reserve Fund”), (iv) administrative expenses and (v) costs of
issuance, all as further described herein. See “THE FINANCING PLAN” and “ESTIMATED SOURCES
AND USES OF FUNDS” herein.

The District and the Mission Rock Project

The District contains 12 blocks of land within the Mission Bay neighborhood at Seawall Lot 337
and Pier 48 owned by the City, operating by and through the San Francisco Port Commission (the “Port”),

* Preliminary, subject to change.
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and leased to Seawall Lot 337 Associates, L.L.C. (the “Master Developer”), a Delaware limited liability
company. The property in the District is entitled under the Planning Code for the development of 1,400,000
square feet of office space, 222,175 square feet of retail space, and 1,119 for-rent multifamily residential
units; 40% of the residential units will be affordable (i.e., for low and moderate income households earning
between 45-150% of the area median income). The District is expected to be developed in four phases as
part of the Mission Rock Project. See “THE MISSION ROCK PROJECT” herein.

The Master Developer is developing the Mission Rock Project, which is a public-private
partnership among the San Francisco Giants, Tishman Speyer (as defined herein), the Port of San Francisco
(previously defined as the “Port”) and the City to develop a waterfront mixed-use neighborhood on the
property currently serving as a parking lot for Oracle Park. The 41,265 seat Oracle Park is the home baseball
stadium of Major League Baseball’s San Francisco Giants.

Appraisal

The firm of Integra Realty Resources, Inc. (the “Appraiser”) has been retained by the City and has
prepared an Appraisal Report dated October 21, 2020 (the “Appraisal Report” [update anticipated before
bond sale]) with a valuation date of April 22, 2020, estimating the market value of the leasehold interest in
the District that is subject to the Development Special Taxes securing the 2021 Bonds. The Appraisal
Report appraised the leasehold interest value of the parcels subject to the Development Special Taxes within
the District, representing 11 of the 12 blocks within the District, with Block D2 (intended to include a
parking garage and retail space) excluded. The developable uses of Block D2 are not subject to the lien of
the Development Special Taxes securing the Bonds. None of the City, the Port, the District or the
Underwriter make any representation as to the accuracy or completeness of the Appraisal Report.

The Appraiser concluded in the Appraisal Report that the market value in bulk of the leasehold
interest in the appraised properties as of April 22, 2020 is $150,400,000, subject to certain assumptions and
limiting conditions set forth in the Appraisal Report. The Appraisal Report, which is included in
Appendix G, should be read in its entirety by prospective purchasers of the 2021 Bonds.

The value of individual parcel leasehold interests may vary significantly, and no assurance can be
given that should Development Special Taxes levied on one or more of the leasehold interests become
delinquent, and should the delinquent leasehold interest be offered for sale at a judicial foreclosure sale,
that any bid would be received for it or, if a bid is received, that such bid would be sufficient to pay the
related delinquent Development Special Taxes. See “SPECIAL RISK FACTORS - Bankruptcy and
Foreclosure” and “SPECIAL RISK FACTORS - Tax Delinquencies.”

Formation of the District

The District was formed by the City pursuant to the Special Tax Financing Law, which incorporates
the Act. The Act was enacted by the State of California (the “State™) Legislature to provide an alternative
method of financing certain public capital facilities and services, especially in developing areas of the State,
and the Special Tax Financing Law was enacted by the Board of Supervisors to provide for the financing
of certain capital facilities and services within the City.

Under the Special Tax Financing Law, the City may establish a district to provide for and finance
the cost of eligible facilities and services. Subject to approval by two-thirds of the votes cast of the qualified
electors at an election and compliance with the other provisions of the Special Tax Financing Law, the
Board of Supervisors may cause the district to issue bonds and may levy and collect a special tax within
such district to repay such indebtedness. The Board of Supervisors serves as the legislative body of the
District. See “FORMATION OF THE DISTRICT” below.
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The 2021 Bonds

The 2021 Bonds will be issued in denominations of $5,000 or any integral multiple in excess
thereof, shall mature on September 1 in each of the years and in the amounts, and shall bear interest as
shown on the inside front cover hereof. Interest on the 2021 Bonds shall be payable on each March 1 and
September 1, commencing September 1, 2021 (each an “Interest Payment Date”) to the Owner thereof as
of the Record Date (as defined herein) immediately preceding each such Interest Payment Date, by check
mailed on such Interest Payment Date or by wire transfer to an account in the United States of America
made upon instructions of any Owner of $1,000,000 or more in aggregate principal amount of 2021 Bonds
delivered to the Fiscal Agent prior to the applicable Record Date.

The 2021 Bonds, when issued, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository of the
2021 Bonds. Individual purchases of the 2021 Bonds will be made in book-entry form only. Principal of
and interest and premium, if any, on the 2021 Bonds will be payable by DTC through the DTC participants.
Purchasers of the 2021 Bonds will not receive physical delivery of the 2021 Bonds purchased by them. See
“THE 2021 BONDS - Book-Entry System” herein.

Security for the Bonds

The Bonds are secured by a first pledge of all Revenues, which include Development Special Tax
Revenues, the IFD Payment Amount and all moneys deposited in the Bond Fund (including the
Development Special Tax Prepayments Account), and, until disbursed as provided in the Fiscal Agent
Agreement, in the Revenue Fund. The City is under no obligation to transfer any funds of the City or to
levy any tax, other than the Development Special Taxes.

Under the Rate and Method, with respect to each fiscal year, if and to the extent IFD Payment
Amounts have been received by the Fiscal Agent during the prior fiscal year, the Development Special
Taxes required to be levied overall in the District will be reduced by the amount of IFD Payment Amounts
on hand. See “SECURITY FOR THE BONDS - General,” “ — 2021 Reserve Fund” and “ - Infrastructure
Financing District Pledge Supporting Bonds™ herein.

“Development Special Tax Revenues” is defined in the Fiscal Agent Agreement to mean the
proceeds of the Development Special Tax (the “Development Special Taxes™) levied according to the Rate
and Method and received by the City, including any scheduled payments thereof and any Development
Special Tax Prepayments, interest thereon and proceeds of the redemption or sale of property sold as a
result of foreclosure of the lien of the Development Special Taxes to the amount of said lien and interest
thereon, but not including any interest in excess of the interest due on the Bonds or any penalties collected
in connection with any such foreclosure.

The Board of Supervisors approved the levy of the Development Special Taxes on the secured roll
pursuant to Resolution No. 200-20, which was adopted by the Board of Supervisors on May 5, 2020, and
approved by the Mayor on May 15, 2020, and the Board of Supervisors further agreed in the Resolution to
continue such levy on the secured roll as long as the Bonds are outstanding.

The Rate and Method provides for the levy of special taxes other than the Development Special
Tax in the District. Only the Development Special Taxes are pledged under the Fiscal Agent Agreement
and constitutes a part of Revenues pledged to the Bonds. The Rate and Method provides for the levy of the
Development Special Taxes only on Leasehold Interests in Taxable Parcels within the District. Under the
Rate and Method, fee interests or other interests in property within the District are not subject to the
Development Special Tax.
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2021 Reserve Fund

The City, on behalf of the District, will establish under the Fiscal Agent Agreement a debt service
reserve fund (the “2021 Reserve Fund”) as additional security for the 2021 Bonds and certain 2021 Related
Parity Bonds (defined below). The 2021 Reserve Fund will initially be funded with proceeds of the
2021 Bonds in an amount equal to the 2021 Reserve Requirement (defined below). See “SECURITY FOR
THE BONDS - 2021 Reserve Fund” herein.

Foreclosure Covenant

The City, on behalf of the District, has covenanted for the benefit of the owners of the Bonds that,
under certain circumstances described herein, the City will commence judicial foreclosure proceedings with
respect to delinquent Development Special Taxes on Leasehold Interests in Taxable Parcels within the
District, and will diligently pursue such proceedings to completion. See “SECURITY FOR THE BONDS
—Development Special Tax Account” and “SECURITY FOR THE BONDS - Covenant for Superior Court
Foreclosure” herein.

Limited Obligations

The Bonds are limited obligations of the City, secured by and payable solely from the Revenues
and the funds pledged therefor under the Fiscal Agent Agreement. The Bonds are not payable from any
other source of funds other than Revenues and the funds pledged therefor under the Fiscal Agent
Agreement. The General Fund of the City is not liable for the payment of the principal of or interest on the
Bonds, and neither the credit nor the taxing power of the City (except to the limited extent set forth in the
Fiscal Agent Agreement) or of the State of California or any political subdivision thereof is pledged to the
payment of the Bonds.

Continuing Disclosure

The City has agreed to provide, or cause to be provided, to the Municipal Securities Rulemaking
Board (“MSRB”) certain annual financial information and operating data and notice of certain enumerated
events. The City’s covenants have been made in order to assist the Underwriter in complying with the
Securities and Exchange Commission’s Rule 15¢2-12 (“Rule 15c¢2-12”). In addition, Mission Rock
Partners (as defined herein) has voluntarily agreed to provide certain continuing disclosure. See the caption
“CONTINUING DISCLOSURE” herein.

Risk Factors

See the section of this Official Statement captioned “SPECIAL RISK FACTORS” for a discussion
of certain risk factors which should be considered, in addition to the other matters set forth herein, in
evaluating an investment in the 2021 Bonds.
No Rating

The 2021 Bonds are not rated. See “NO RATING” herein.
Further Information

Brief descriptions of the 2021 Bonds, the security for the Bonds, special risk factors, the District,

the Port, the City and other information are included in this Official Statement. Such descriptions and
information do not purport to be comprehensive or definitive. The descriptions herein of the 2021 Bonds,
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the Fiscal Agent Agreement, the Pledge Agreement, resolutions and other documents are qualified in their
entirety by reference to the forms thereof and the information with respect thereto included in the
2021 Bonds, the Fiscal Agent Agreement, the Pledge Agreement, such resolutions and other documents.
All such descriptions are further qualified in their entirety by reference to laws and to principles of equity
relating to or affecting generally the enforcement of creditors’ rights. For definitions of certain capitalized
terms used herein and not otherwise defined, and a description of certain terms relating to the 2021 Bonds,
see APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS?” hereto.

THE FINANCING PLAN

The 2021 Bonds are being issued to finance: (i) the Facilities, (ii) the 2021 Reserve Fund,
(iii) administrative expenses, and (iv) costs of issuance.

The Facilities to be financed by the 2021 Bonds are expected to consist of water, sewer and storm
drain infrastructure, roadways, streetscape, and parks and open space.

The Facilities are not pledged to the repayment of the Bonds, nor are the proceeds of any
condemnation or insurance award received by the City with respect to the Facilities.

ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds are set forth below:

Sources of Funds
Principal Amount $
[Net] [Premium/Discount]
Total Sources
Uses of Funds
Deposit to Improvement Fund $
Deposit to 2021 Capitalized Interest Account
Deposit to 2021 Reserve Fund
Deposit to Administrative Expense Fund
Costs of Issuance®
Total Uses $

@ Includes Underwriter’s discount, fees and expenses for Bond Counsel, Disclosure Counsel, the Municipal Advisor,
the Special Tax Consultant, the Fiscal Agent and its counsel, costs of printing the Official Statement, and other costs
of issuance of the 2021 Bonds.

THE 2021 BONDS
Description of the 2021 Bonds

The 2021 Bonds will be issued as fully registered bonds, in denominations of $5,000 or any integral
multiple in excess thereof within a single maturity and will be dated and bear interest from the date of their
delivery, at the rates set forth on the inside cover page hereof. The 2021 Bonds will be issued in fully
registered form, without coupons. The 2021 Bonds will mature on September 1 in the principal amounts
and years as shown on the inside cover page hereof.
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The 2021 Bonds will bear interest at the rates set forth on the inside cover page hereof, payable on
the Interest Payment Dates in each year. Interest on all 2021 Bonds shall be calculated on the basis of a
360-day year composed of twelve 30-day months. Each 2021 Bond shall bear interest from the Interest
Payment Date next preceding the date of authentication thereof unless (i) it is authenticated on an Interest
Payment Date, in which event it shall bear interest from such date of authentication, or (ii) it is authenticated
prior to an Interest Payment Date and after the close of business on the Record Date preceding such Interest
Payment Date, in which event it shall bear interest from such Interest Payment Date, or (iii) it is
authenticated on or before the Record Date preceding the first Interest Payment Date, in which event it shall
bear interest from the dated date of the 2021 Bonds; provided, however, that if at the time of authentication
of a 2021 Bond, interest is in default thereon, such 2021 Bond shall bear interest from the Interest Payment
Date to which interest has previously been paid or made available for payment thereon.

Interest on the 2021 Bonds (including the final interest payment upon maturity or earlier
redemption), is payable on the applicable Interest Payment Date by check of the Fiscal Agent mailed by
first class mail to the registered Owner thereof at such registered Owner’s address as it appears on the
registration books maintained by the Fiscal Agent at the close of business on the Record Date preceding
the Interest Payment Date, or by wire transfer to an account located in the United States of America made
on such Interest Payment Date upon written instructions of any Owner of $1,000,000 or more in aggregate
principal amount of 2021 Bonds delivered to the Fiscal Agent prior to the applicable Record Date, which
instructions shall continue in effect until revoked in writing, or until such 2021 Bonds are transferred to a
new Owner. “Record Date” means the fifteenth day of the calendar month next preceding the applicable
Interest Payment Date, whether or not such day is a Business Day. The interest, principal of and any
premium on the 2021 Bonds are payable in lawful money of the United States of America, with principal
and any premium payable upon surrender of the 2021 Bonds at the Principal Office of the Fiscal Agent. All
2021 Bonds paid by the Fiscal Agent pursuant this Section shall be canceled by the Fiscal Agent.

Redemption”

Optional Redemption. The 2021 Bonds maturing on or after September 1, 20__ are subject to
optional redemption as directed by the City, from sources of funds other than prepayments of Development
Special Taxes, prior to their stated maturity on any date on or after September 1, 20 __, as a whole or in part
as directed by the City, at a redemption price (expressed as a percentage of the principal amount of the
2021 Bonds to be redeemed), as set forth below, together with accrued interest thereon to the date fixed for
redemption:

Redemption
Redemption Dates Price
September 1, through August 31, %
September 1, through August 31, _
September 1, through August 31, _ -
September 1, and any date thereafter _

Mandatory Sinking Fund Redemption. The 2021 Bonds maturing on September 1,  (the
“Term 2021 Bonds™) are subject to mandatory redemption in part by lot, from sinking fund payments made
by the City from the Bond Fund, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the redemption date, without premium, in the aggregate respective
principal amounts all as set forth in the following table:

* Preliminary, subject to change.
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Sinking Fund

Redemption Date Principal Amount
(September 1) Subject to Redemption
(maturity)

Provided, however, if some but not all of the Term 2021 Bonds have been redeemed pursuant to
optional redemption or redemption from Development Special Tax Prepayments, the total amount of all
future Sinking Fund Payments shall be reduced by the aggregate principal amount of Term 2021 Bonds so
redeemed, to be allocated among such Sinking Fund Payments on a pro rata basis in integral multiples of
$5,000 as determined by the City.

Redemption from Development Special Tax Prepayments. Development Special Tax Prepayments
and any corresponding transfers from the 2021 Reserve Fund shall be used to redeem 2021 Bonds on the
next Interest Payment Date for which notice of redemption can timely be given, among series and maturities
so as to maintain substantially the same debt service profile for the Bonds as in effect prior to such
redemption and by lot within a maturity, at a redemption price (expressed as a percentage of the principal
amount of the 2021 Bonds to be redeemed), as set forth below, together with accrued interest to the date
fixed for redemption:

Redemption Date Redemption Price

Any Interest Payment Date on or before March 1, 20 %
September 1,20___and March 1,20 __
September 1,20 and March 1,20
September 1, 20__ and any Interest Payment Date thereafter

Notice of Redemption. The Fiscal Agent shall cause notice to be sent at least twenty (20) days but
not more than sixty (60) days prior to the date fixed for redemption, to the Securities Depositories, and to
the respective registered Owners of any 2021 Bonds designated for redemption, at their addresses appearing
on the Bond registration books in the Principal Office of the Fiscal Agent; but such mailing shall not be a
condition precedent to such redemption and failure to send or to receive any such notice, or any defect
therein, shall not affect the validity of the proceedings for the redemption of such Bonds. In addition, the
Fiscal Agent shall file each notice of redemption with the MSRB through its Electronic Municipal Market
Access (“EMMA?”) system.

Such notice shall state the redemption date and the redemption price and, if less than all of the then
Outstanding 2021 Bonds are to be called for redemption shall state as to any 2021 Bond called in part the
principal amount thereof to be redeemed, and shall require that such 2021 Bonds be then surrendered at the
Principal Office of the Fiscal Agent for redemption at the said redemption price, and shall state that further
interest on such 2021 Bonds will not accrue from and after the redemption date. The cost of mailing any
such redemption notice and any expenses incurred by the Fiscal Agent in connection therewith shall be paid
by the City.

The City has the right to rescind any notice of the optional redemption of 2021 Bonds by written

notice to the Fiscal Agent on or prior to the date fixed for redemption. Any notice of redemption shall be
cancelled and annulled if for any reason funds will not be or are not available on the date fixed for
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redemption for the payment in full of the 2021 Bonds then called for redemption, and such cancellation
shall not constitute a default under the Fiscal Agent Agreement. The City and the Fiscal Agent have no
liability to the Owners or any other party related to or arising from such rescission of redemption. The
Fiscal Agent shall send notice of such rescission of redemption in the same manner as the original notice
of redemption was sent under the Fiscal Agent Agreement.

Selection of Bonds for Redemption. Whenever the City has called for redemption of less than all
of the 2021 Bonds, the City shall determine which maturities shall be redeemed, as set forth in the Fiscal
Agent Agreement. Whenever provision is made in the Fiscal Agent Agreement for the redemption of less
than all of the 2021 Bonds of any maturity, the Fiscal Agent shall select the 2021 Bonds of such maturity
to be redeemed by lot in any manner which the Fiscal Agent in its sole discretion deems appropriate.

Purchase of Bonds in Lieu of Redemption. In lieu of redemption under the Fiscal Agent
Agreement, moneys in the Bond Fund or other funds provided by the City may be used and withdrawn by
the Fiscal Agent for purchase of Outstanding 2021 Bonds, upon the filing with the Fiscal Agent of an
Officer’s Certificate requesting such purchase, at public or private sale as and when, and at such prices
(including brokerage and other charges) as such Officer’s Certificate may provide, but in no event may
2021 Bonds be purchased at a price in excess of the principal amount thereof, plus interest accrued to the
date of purchase and any premium which would otherwise be due if such 2021 Bonds were to be redeemed
in accordance with the Fiscal Agent Agreement.

The Fiscal Agent

has been appointed as the Fiscal Agent for all of the 2021 Bonds under the Fiscal
Agent Agreement. For a further description of the rights and obligations of the Fiscal Agent pursuant to the
Fiscal Agent Agreement, see APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE
PRINCIPAL LEGAL DOCUMENTS?” hereto.

Book-Entry System

DTC will act as securities depository for the 2021 Bonds. The 2021 Bonds will be registered in
the name of Cede & Co. (DTC’s partnership nominee), and will be available to ultimate purchasers in the
denomination of $5,000 or any integral multiple thereof, under the book-entry system maintained by DTC.
Ultimate purchasers of 2021 Bonds will not receive physical certificates representing their interest in the
2021 Bonds. So long as the 2021 Bonds are registered in the name of Cede & Co., as nominee of DTC,
references herein to the Owners shall mean Cede & Co., and shall not mean the ultimate purchasers of the
Bonds. Payments of the principal of, premium, if any, and interest on the 2021 Bonds will be made directly
to DTC, or its nominee, Cede & Co., by the Fiscal Agent, so long as DTC or Cede & Cao. is the registered
owner of the 2021 Bonds. Disbursements of such payments to DTC’s Participants is the responsibility of
DTC and disbursements of such payments to the Beneficial Owners is the responsibility of DTC’s
Participants and Indirect Participants. See APPENDIX F — “BOOK-ENTRY ONLY SYSTEM?” hereto.
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Debt Service Schedule

The following is the debt service schedule for the 2021 Bonds, assuming no redemptions other than
mandatory sinking fund redemptions. The 2021 Bonds have been sized to provide 110% debt service
coverage from the net available Development Special Tax Revenues anticipated from the levy on Parcels
A, B, Fand G alone. See also Table 11 in “THE MISSION ROCK PROJECT - Projected Development
Special Tax Levy, Assessed Values and Value to Lien Ratios” herein.

Year Ending
(September 1) Principal Interest Total

2021 $ $ $
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
Total $ $ $
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SECURITY FOR THE BONDS
General

Pledge of Revenues. The Bonds will be secured by a first pledge pursuant to the Fiscal Agent
Agreement of all of the Revenues and all moneys deposited in the Bond Fund (including the Development
Special Tax Prepayments Account) and, until disbursed as provided in the Fiscal Agent Agreement, in the
Development Special Tax Account. The Revenues and all moneys deposited into such funds (except as
otherwise provided in the Fiscal Agent Agreement) are dedicated to the payment of the principal of, and
interest and any premium on, the Bonds as provided in the Fiscal Agent Agreement and in the Special Tax
Financing Law until all of the Bonds have been paid and retired or until moneys or Federal Securities have
been set aside irrevocably for that purpose under the Fiscal Agent Agreement.

“Revenues” means all amounts pledged under the Fiscal Agent Agreement to the payment of
principal of, premium, if any, and interest on the Bonds, consisting of the following: (i) Development
Special Tax Revenues, (ii) IFD Payment Amounts, and (iii) any other amounts remitted by the City to the
Fiscal Agent with written directions to deposit the same to the Revenue Fund; but such term does not
include amounts deposited to the Administrative Expense Fund or the Improvement Fund, or any earnings
thereon.

“Development Special Tax Revenues” means the proceeds of the Development Special Taxes
received by the City, including any scheduled payments thereof and any Development Special Tax
Prepayments, interest thereon and proceeds of the redemption or sale of property sold as a result of
foreclosure of the lien of the Development Special Taxes to the amount of said lien and interest thereon,
but shall not include any interest in excess of the interest due on the Bonds or any penalties collected in
connection with any such foreclosure.

“Development Special Taxes” means the Development Special Tax levied by the Board of
Supervisors within the District under the Special Tax Financing Law, the Rate and Method, the Ordinance
and the Fiscal Agent Agreement.

“Development Special Tax” means a special tax levied in any Fiscal Year on a Leasehold Interest
in a Taxable Parcel to pay the Development Special Tax Requirement (as defined in the Rate and Method
and including, among other things, debt service on the Bonds and replenishment of reserve funds for the
Bonds).

“Leasehold Interest” means a Master Lease, ground lease, or any other lease arrangement of a
Parcel or Parcels against which special taxes described in the Rate and Method, including the Development
Special Tax, may be levied in any current or future Fiscal Year.

“Development Special Tax Prepayments” means the proceeds of any Development Special Tax
prepayments received by the City, as calculated pursuant to the Rate and Method, less any administrative
fees or penalties collected as part of any such prepayment.

“IFD Payment Amount” is defined in the Pledge Agreement (defined herein), but generally
represents the payment as of each July 1 of a portion of the tax increment (if any) generated in Project
Areal (including Sub-Project Areas I-1 through 1-13) of the City and County of San Francisco
Infrastructure Financing District No. 2 (Port of San Francisco) (the “IFD”) to the Fiscal Agent by the IFD
pursuant to the Pledge Agreement. Under the Rate and Method, if and to the extent IFD Payment Amounts
have been received by the Fiscal Agent during the prior fiscal year, the Development Special Taxes required
to be levied overall in the District will be reduced by the amount of IFD Payment Amounts on hand. See
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* — Infrastructure Financing District Pledge Supporting Bonds” below, “SECURITY FOR THE BONDS -
Infrastructure Financing District Pledge Supporting Bonds” herein and APPENDIX B — “RATE AND
METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto.

The Development Special Taxes are to be apportioned, levied and collected according to the Rate
and Method on Leasehold Interests in Taxable Parcels within the District. The Rate and Method
contemplates levying other special taxes in the District. Of the special taxes under the Rate and Method,
only the Development Special Tax is pledged under the Fiscal Agent Agreement and constitutes a part of
Revenues pledged to the Bonds.

The Development Special Taxes will only be levied on the Leasehold Interests in the Taxable
Parcels in the District. In accordance with the Rate and Method, if a lease is terminated, the Development
Special Taxes cannot be levied on the fee interest in the property. There are very limited termination rights
in the Master Lease and Parcel Leases (defined below). In order to eliminate the risk of termination, the
Master Lease and each Parcel Lease includes language requiring such lease to remain in effect so long as
bonds are outstanding. In addition, the City will covenant in the Fiscal Agent Agreement to inhibit Port
from terminating any Leasehold Interest in a Taxable Parcel except by entering into a replacement lease
and, in connection with a replacement lease, to cause the Port to require either the tenant under the
terminated lease or the tenant under the replacement lease to pay any scheduled Development Special Taxes
then due together with interest to the payment date at the interest rate borne by the Bonds (the Port may
waive any interest in excess of the interest due on the Bonds and any penalties). See APPENDIX B —
“RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto.

See also the section of this Official Statement captioned “SPECIAL RISK FACTORS” for a
discussion of certain risk factors which should be considered, in addition to the other matters set forth
herein, in evaluating the investment quality of the 2021 Bonds.

Pledge of Moneys in the 2021 Reserve Fund. The 2021 Bonds and all 2021 Related Parity Bonds
shall be secured by a first pledge of all moneys deposited in the 2021 Reserve Fund. The moneys in the
2021 Reserve Fund are dedicated to the payment of the principal of, and interest and any premium on, the
2021 Bonds and all 2021 Related Parity Bonds as provided in the Fiscal Agent Agreement and in the Special
Tax Financing Law until all of the 2021 Bonds and all 2021 Related Parity Bonds have been paid and retired
or until moneys or Federal Securities have been set aside irrevocably for that purpose.

“2021 Related Parity Bonds” means any series of Parity Bonds for which (i) the Proceeds are
deposited into the 2021 Reserve Fund so that the balance therein is equal to the 2021 Reserve Requirement
following issuance of such Parity Bonds and (ii) the related Supplemental Agreement specifies that the
2021 Reserve Fund shall act as a reserve for the payment of the principal of, and interest and any premium
on, such series of Parity Bonds. See “ - 2021 Reserve Fund.” No 2021 Related Parity Bonds will be issued
concurrently with issuance of the 2021 Bonds.

Unavailable Amounts. Amounts in the Improvement Fund (and the accounts therein), the
Administrative Expense Fund and the Costs of Issuance Fund are not pledged to the repayment of the
2021 Bonds.

The Facilities are not pledged to the repayment of the Bonds, nor are the proceeds of any
condemnation or insurance award received by the City with respect to the Facilities.
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Revenue Fund

Deposits in the Revenue Fund. Pursuant to the Fiscal Agent Agreement, there is established a
“Revenue Fund” and a “Development Special Tax Account” and a “Tax Increment Account” within the
Revenue Fund, each to be held by the Fiscal Agent. The Fiscal Agent will deposit amounts received from
or on behalf of the City and the IFD consisting of Revenues and amounts transferred from the
Administrative Expense Fund and the Bond Fund. The Fiscal Agent will deposit Development Special Tax
Revenues in the Development Special Tax Account and the IFD Payment Amounts in the Tax Increment
Account. The City has agreed in the Fiscal Agent Agreement to promptly remit any Revenues received by
it to the Fiscal Agent for deposit by the Fiscal Agent to the Revenue Fund. Notwithstanding the foregoing,

(i) Development Special Tax Revenues in an amount not to exceed the amount included in the
Development Special Tax levy for such Fiscal Year for Administrative Expenses shall be separately
identified by the Finance Director and shall be deposited by the Fiscal Agent in the Administrative Expense
Fund;

(i) any Development Special Tax Revenues constituting the collection of delinquencies in
payment of Development Special Taxes shall be separately identified by the Finance Director and shall be
disposed of by the Fiscal Agent first, for transfer to the Bond Fund to pay any past due Debt Service on the
Bonds; second, without preference or priority, for transfer to the 2021 Reserve Fund to the extent needed
to increase the amount then on deposit in the 2021 Reserve Fund up to the then 2021 Reserve Requirement
and for transfer to the reserve account for any Parity Bonds that are not 2021 Related Parity Bonds to the
extent needed to increase the amount then on deposit therein to the required level; and third, to be held in
the Development Special Tax Account for use as described below under “- Disbursements™; and

(iii)  any proceeds of Development Special Tax Prepayments shall be separately identified by
the Finance Director and shall be deposited by the Fiscal Agent as follows (as directed in writing by the
Finance Director): (a) that portion of any Development Special Tax Prepayment constituting a prepayment
of costs of the Facilities shall be deposited by the Fiscal Agent to the Improvement Fund and (b) the
remaining Development Special Tax Prepayment shall be deposited by the Fiscal Agent in the Development
Special Tax Prepayments Account established pursuant to the Fiscal Agent Agreement.

Disbursements from the Revenue Fund. Amounts required to be transferred from the Revenue
Fund shall be withdrawn first from the Tax Increment Account, until no further amounts remain therein,
and then the Development Special Tax Account. At least seven (7) days prior to each Interest Payment
Date or redemption date, as applicable, the Fiscal Agent will withdraw from the Revenue Fund and transfer
the following amounts in the following order of priority:

M to the Bond Fund an amount, taking into account any amounts then on deposit in the Bond
Fund and any expected transfers from the Improvement Fund, the 2021 Reserve Fund and any reserve
account for Parity Bonds that are not 2021 Related Parity Bonds, the 2021 Capitalized Interest Account,
the capitalized interest account for any Parity Bonds, and the Development Special Tax Prepayments
Account to the Bond Fund such that the amount in the Bond Fund equals the principal (including any
sinking payment), premium, if any, and interest due on the Bonds on such Interest Payment Date and any
past due principal or interest on the Bonds not theretofore paid from a transfer described in subparagraph
(ii) under *“- Development Special Tax Account;”

(i) without preference or priority (2) to the 2021 Reserve Fund an amount, taking into account
amounts then on deposit in the 2021 Reserve Fund, such that the amount in the 2021 Reserve Fund is equal
to the 2021 Reserve Requirement, and (b) to the reserve account for any Parity Bonds that are not 2021
Related Parity Bonds, taking into account amounts then on deposit in the such reserve account, such that
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the amount in such reserve account is equal to the amount required to be on deposit therein (and in the event
that amounts in the Revenue Fund are not sufficient for the purposes of this paragraph, such amounts shall
be applied to the 2021 Reserve Fund and any other reserve accounts ratably based on the then Outstanding
principal amount of the Bonds),

(iii)  to the Administrative Expense Fund, to the extent of any shortfall of amounts in the
Administrative Expense Fund to pay Administrative Expenses, and

(iv) on each October 1, beginning on October 1, 2021, all of the moneys remaining in the
Revenue Fund shall be transferred to the Port for deposit and application in accordance with a Disposition
and Development Agreement (defined below as the “DDA”) (including paying any amounts due on the
promissory notes described in the financing plan under the DDA (see “ — Parity Bonds” below)).

Bond Fund

The Bond Fund is established under the Fiscal Agent Agreement as a separate fund to be held by
the Fiscal Agent. Moneys in the Bond Fund will be held by the Fiscal Agent for the benefit of the City and
the Owners of the Bonds, and shall be disbursed for the payment of the principal of, and interest and any
premium on, the Bonds as provided below.

Flow of Funds for Payment of Principal and Interest. At least ten (10) Business Days before each
Interest Payment Date, the Fiscal Agent shall notify the Finance Director in writing as to the principal and
premium, if any, and interest due on the Bonds on the next Interest Payment Date (whether as a result of
scheduled principal of and interest on the Bonds, optional redemption of the Bonds or a mandatory sinking
fund redemption). On each Interest Payment Date, the Fiscal Agent shall withdraw from the Bond Fund
and pay to the Owners of the Bonds the principal of, and interest and any premium, due and payable on
such Interest Payment Date on the Bonds.

At least five (5) days prior to each Interest Payment Date, the Fiscal Agent shall determine if the
amounts then on deposit in the Bond Fund are sufficient to pay the debt service due on the Bonds on the
next Interest Payment Date. If amounts in the Bond Fund are insufficient for such purpose, the Fiscal Agent
promptly will notify the Finance Director by telephone (and confirm in writing) of the amount of the
insufficiency.

If amounts in the Bond Fund are insufficient for the purpose set forth in the preceding paragraph
with respect to any Interest Payment Date, the Fiscal Agent shall do the following:

(i) Withdraw from the 2021 Reserve Fund, in accordance with the provisions of the Fiscal
Agent Agreement, to the extent of any funds or Permitted Investments therein, amounts to cover the amount
of such Bond Fund insufficiency related to the 2021 Bonds and any 2021 Related Parity Bonds. Amounts
so withdrawn from the 2021 Reserve Fund shall be deposited in the Bond Fund.

(i) Withdraw from the reserve funds, if any, established under a Supplemental Agreement
related to Parity Bonds that are not 2021 Related Parity Bonds, to the extent of any funds or Permitted
Investments therein, amounts to cover the amount of such Bond Fund insufficiency related to such Parity
Bonds. Amounts so withdrawn from the reserve fund shall be deposited in the Bond Fund.

If, after the foregoing transfers and application of such funds for their intended purposes, there are
insufficient funds in the Bond Fund to make the payments provided for in the Fiscal Agent Agreement, the
Fiscal Agent shall apply the available funds first to the payment of interest on the Bonds, then to the

100770313.7
13



payment of principal due on the Bonds other than by reason of sinking payments, if any, and then to
payment of principal due on the Bonds by reason of sinking payments.

Disbursements from the Development Special Tax Prepayments Account. Within the Bond Fund
a separate account will be held by the Fiscal Agent, designated the “Development Special Tax Prepayments
Account.” Moneys in the Development Special Tax Prepayments Account will be transferred by the Fiscal
Agent to the Bond Fund on the next date for which notice of redemption of Bonds can timely be given
under the Fiscal Agent Agreement and will be used (together with any amounts transferred for the purpose)
to redeem Bonds on the redemption date selected in accordance with the Fiscal Agent Agreement.

2021 Reserve Fund

The District will establish under the Fiscal Agent Agreement a 2021 Reserve Fund for the benefit
of the 2021 Bonds and any 2021 Related Parity Bonds. The District is obligated to fund the 2021 Reserve
Fund in an amount equal to the 2021 Reserve Requirement.

#2021 Reserve Requirement” means, as of the date of calculation, an amount equal to the lesser of

(i) Maximum Annual Debt Service on the 2021 Bonds and any 2021 Related Parity Bonds
between the date of such calculation and the final maturity of such Bonds or

(if) one hundred twenty-five percent (125%) of average Annual Debt Service on the
2021 Bonds and any Related Parity Bonds between the date of such calculation and the final
maturity of such Bonds and

(iif) 10% of the outstanding principal amount of the 2021 Bonds and any Related Parity
Bonds;

provided, however,

(A) that with respect to the calculation of clause (iii), the issue price of the 2021 Bonds or
any 2021 Related Parity Bonds excluding accrued interest will be used rather than the outstanding
principal amount, if (a) the net original issue discount or premium of the 2021 Bonds or any 2021
Related Parity Bonds was less than 98% or more than 102% of the original principal amount of the
2021 Bonds or any 2021 Related Parity Bonds and (b) using the issue price would produce a lower
result than using the outstanding principal amount,

(B) that in no event shall the amount calculated exceed the amount on deposit in the
2021 Reserve Fund on the date of issuance of the 2021 Bonds (if they are the only Bonds covered
by the 2021 Reserve Fund) or the most recently issued series of 2021 Related Parity Bonds (if any
2021 Related Parity Bonds are covered by the 2021 Reserve Fund) except in connection with any
increase associated with the issuance of 2021 Related Parity Bonds; and

(C) that in no event shall the amount required to be deposited into the 2021 Reserve Fund
in connection with the issuance of a series of 2021 Related Parity Bonds exceed the maximum
amount under the Tax Code that can be financed with tax-exempt bonds and invested at an
unrestricted yield.

The City shall have the right at any time to direct the Fiscal Agent to release funds from the
2021 Reserve Fund, in whole or in part, by tendering to the Fiscal Agent: (i) a Qualified Reserve Account
Credit Instrument, and (ii) an opinion of Bond Counsel stating that neither the release of such funds nor the
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acceptance of such Qualified Reserve Account Credit Instrument will cause interest on the 2021 Bonds or
any 2021 Related Parity Bonds the interest on which is excluded from gross income of the owners thereof
for federal income tax purposes to become includable in gross income for purposes of federal income
taxation. See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS?” hereto.

Rate and Method of Apportionment of Special Taxes

The following is a brief summary of certain provisions of the Rate and Method. The summary is
intended to provide an overview of the calculation and levy of the Development Special Tax. The Rate and
Method also authorizes the levy of a Shoreline Special Tax, Office Special Tax and Contingent Services
Special Tax. Only the Development Special Tax constitutes the “Development Special Tax” as defined
under the Fiscal Agent Agreement, and the other taxes under the Rate and Method are not pledged to
support the payment of Bonds. This summary does not purport to be comprehensive and reference should
be made to the full Rate and Method attached hereto as Appendix B. Capitalized terms used in this summary
and not defined have the meanings give in Appendix B.

Certain Definitions. All capitalized terms not defined in this section have the meanings set forth
in the Rate and Method attached hereto as Appendix B.

“Administrator” means the Director of the Office of Public Finance or his/her designee who shall
be responsible for administering the special taxes according to the Rate and Method.

“Assessed Parcel” means, in any Fiscal Year, any Taxable Parcel that meets all five of the following
conditions: (i) there is a building on the Taxable Parcel for which a Certificate of Occupancy has been
issued; (ii) based on all information available to the Administrator, the Baseline Assessed Value has been
determined for the Taxable Parcel; (iii) ad valorem taxes have been levied on the Taxable Parcel based on
the Baseline Assessed Value of the building; (iv) by the end of the prior Fiscal Year, at least one year of ad
valorem taxes based upon the Baseline Assessed Value of the building have been paid; and (v) the Taxable
Parcel does not have outstanding delinquencies in the payment of ad valorem property taxes or special taxes
under the Rate and Method at the latest point at which the Administrator is able to receive delinquency
information from the County prior to submitting the Development Special Tax levy in any Fiscal Year.
Once a Taxable Parcel has been categorized as an Assessed Parcel, such Taxable Parcel shall be considered
an Assessed Parcel in all future Fiscal Years in which there are no outstanding delinquencies for the Parcel,
regardless of increases or decreases in assessed value.

“Baseline Assessed Value” means, after a Certificate of Occupancy (as defined in the Rate and
Method) has been issued for a Taxable Parcel, the assessed value that the Port and Vertical Developer (as
defined in the Rate and Method) mutually agree is the final, unappealable value for the Taxable Parcel.

“Developed Property” means, in any Fiscal Year, all Taxable Parcels for which the 24-month
anniversary of the Parcel Lease Execution Date has occurred in a preceding Fiscal Year, regardless of
whether a Permit has been issued. For any Taxable Parcel on which a structure is built and occupied without
execution of a Parcel Lease, such Taxable Parcel shall be categorized as Developed Property in the Fiscal
Year in which a Certificate of Occupancy was issued on or prior to June 30 of the preceding Fiscal Year.

“Development Special Tax” means a special tax levied in any Fiscal Year on a Leasehold Interest
in a Taxable Parcel to pay the Development Special Tax Requirement.

“Development Special Tax Bonds” means any Bonds (as defined in the Rate and Method) secured
solely by Development Special Taxes.
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“Development Special Tax Requirement” means the amount necessary in any Fiscal Year to:
(i) pay principal and interest on Development Special Tax Bonds that are due in the calendar year that
begins in such Fiscal Year; (ii) pay periodic costs on Development Special Tax Bonds, including but not
limited to, credit enhancement, liquidity support and rebate payments; (iii) replenish reserve funds created
for Development Special Tax Bonds under the any indenture, fiscal agent agreement, resolution, or other
instrument pursuant to which Bonds are issued to the extent such replenishment has not been included in
the computation of the Development Special Tax Requirement in a previous Fiscal Year; (iv) cure any
delinquencies in the payment of principal or interest on Development Special Tax Bonds which have
occurred in the prior Fiscal Year; (v) in any Fiscal Year in which there is a Development Special Tax levied
on one or more Parcels whose Development Special Tax levy is adjusted to account for Parcel Increment
under the Rate and Method, pay the fee imposed by the City for levying such Development Special Tax on
the County tax roll; (vi) pay other obligations described in the Financing Plan; and (vii) pay directly for
Authorized Expenditures, so long as such levy under this clause (vii) does not increase the Development
Special Tax levied on Undeveloped Property. The amount calculated to pay items (i) through (vii) above
may be reduced in any Fiscal Year by: (a) interest earnings on or surplus balances in funds and accounts
for the Development Special Tax Bonds to the extent that such earnings or balances are available to apply
against such costs pursuant to the Fiscal Agent Agreement; (b) in the sole and absolute discretion of the
Port, proceeds received by the District from the collection of penalties associated with delinquent
Development Special Taxes; and (c) any other revenues available to pay such costs, as determined by the
Administrator, the City, and the Port.

“Leasehold Interest” means a Master Lease, ground lease, or any other lease arrangement of a
Parcel or Parcels against which special taxes under the Rate and Method may be levied in any current or
future Fiscal Year. The Review Authority shall make the final determination as to whether a Parcel or
building in the District is subject to a Leasehold Interest for purposes of the Rate and Method.

“Parcel Increment” means, in any Fiscal Year, the amount of Tax Increment and funds from any
tax increment reserve fund maintained by the City that the Deputy Director has determined, pursuant to the
Financing Plan, is available to reduce the amount of Development Special Tax levied against Assessed
Parcels.

“Project Area |I” means the area within the City and County of San Francisco Infrastructure
Financing District No. 2 (Port of San Francisco) (previously defined in this Official Statement as the “IFD”)
that covers the Project Site and was formed by Ordinance No. 34-18.

“Taxable Parcel” means any Parcel within the District that is not a Tax-Exempt Port Parcel or a
Parcel for which a special tax under the Rate and Method has been prepaid pursuant to Sections 53317.3 or
53317.5 of the Act. See “Exemptions to the Development Special Tax” below.

“Tax-Exempt Port Parcels” means Port-owned Parcels that are or are intended to be used as streets,
walkways, alleys, rights of way, parks, open space, or other similar uses. The final determination as to
whether a Parcel is a Tax-Exempt Port Parcel shall be made by the Review Authority.

“Tax Increment” means the tax increment generated from all Sub-Project Areas.

“Sub-Project Areas” means all sub-project areas designated within Project Area I.

“Tax Zone” means a separate and distinct geographic area in the District within which one or more

special taxes under the Rate and Method are applied at a rate or in a manner that is different than in other
areas within the District. The two Tax Zones at District Formation are identified in in the Rate and Method.
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Parcels that annex into the District may annex into Tax Zone 1, Tax Zone 2, or establish a new Tax Zone
upon annexation. The Port will determine the applicable Tax Zone for Parcels that annex into the District.

“Planning Parcel” means a geographic area within the District that, for planning and entitlement
purposes, has been designated as a separate Parcel with an alpha, numeric, or alpha-numeric identifier to
be used for reference until an Assessor’s Parcel is created and an Assessor’s Parcel number is assigned.

“Undeveloped Property” means, in any Fiscal Year, all Taxable Parcels that are not Developed
Property.

General. A Development Special Tax applicable to each Leasehold Interest in Taxable Parcels in
the District shall be levied and collected according to the tax liability determined by the Administrator
through the application of the appropriate amount per square foot for the applicable Square Footage
Category in the building(s) on the Taxable Parcel and the applicable Tax Zone, and adjusted in cases of
Parcel Increment, as described below. The Leasehold Interests in the Taxable Parcels in the District shall
be taxed for the purposes, to the extent, and in the manner provided in the Rate and Method, including
Leasehold Interests in property subsequently annexed to the District. See APPENDIX B — “RATE AND
METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto. Each Fiscal Year, the Administrator is
required to identify the current parcel numbers for all Taxable Parcels and determine: (i) whether each
Taxable Parcel is Developed Property or Undeveloped Property, (ii) within which Planning Parcel and Tax
Zone each Taxable Parcel is located, (iii) for Developed Property, the Market-Rate Residential Square
Footage and Office Square Footage within each building, (iv) the Taxpayer for each Leasehold Interest in
a Taxable Parcel, and (v) the Development Special Tax Requirement, Office Special Tax Requirement,
Shoreline Special Tax Requirement, and, if applicable, Services Special Tax Requirement for the Fiscal
Year.

Base Development Special Tax Rates. The following table sets forth the “Base Development
Special Tax” for each Square Footage Category, the per-square foot Development Special Tax for square
footage within such Square Footage Category and in each Tax Zone, as provided in the Rate and Method.
The Base Development Special Tax is subject to escalation as set forth in the Rate and Method. See
APPENDIX B - “RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto.
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Table 1
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Base Development Special Tax Rates

Base Development Base Development
Special Tax Special Tax
Tax Zone 1 Tax Zone 2
Square Footage Category (FY 2019-20) (FY 2019-20)
Market-Rate Residential Square Footage $8.58 per Market-Rate $8.58 per Market-Rate
Residential Square Foot Residential Square Foot
Office Square Footage $6.50 per Office $6.50 per Office
Square Foot Square Foot
Excess Exempt Square Footage $8.58 per Excess Exempt $8.58 per Excess Exempt
Square Foot if Market-Rate Square Foot if Market-Rate
Residential Square Footage Residential Square Footage
was reduced or $6.50 per was reduced or $6.50 per
Excess Exempt Square Foot if  Excess Exempt Square Foot if
Office Square Footage was Office Square Footage was
reduced reduced

Source: Goodwin Consulting Group, Inc.

Development Special Tax Rates. The Rate and Method provides how the Development Special
Tax rates are determined. For Undeveloped Property, Development Special Tax rates are set forth in an
attachment to the Rate and Method. For Developed Property, Development Special Tax rates are generally
based on a maximum tax rate that varies based on the square footage of each Square Footage Category in
the buildings(s) of the Taxable Parcel. See APPENDIX B - “RATE AND METHOD OF
APPORTIONMENT OF SPECIAL TAXES” attached hereto.

Maximum Development Special Tax. Pursuant to the Rate and Method, the Administrator shall
apply the steps set forth therein to determine the Maximum Development Special Tax for the next
succeeding Fiscal Year for the Leasehold Interests in each Taxable Parcel. The Maximum Development
Special Tax is based in part upon whether such Taxable Parcel is classified as Developed Property or
Undeveloped Property. For Undeveloped Property, the Maximum Development Special Tax is set forth in
an attachment to the Rate and Method. For Developed Property, the Administrator determines the
Maximum Development Special Tax based generally on the applicable Tax Zone, the applicable Base
Development Special Taxes, and the identified actual or expected square footage attributable to Market
Rate Residential Square Footage, Office Square Footage and Excess Exempt Square Footage in the
building(s) on the Taxable Parcel. Following issuance of the 2021 Bonds, the Administrator will also
conduct a comparison to the Expected Maximum Development Special Tax Revenues as part of its
determination of Maximum Development Special Taxes. On each July 1, each of the following amounts
shall be increased by 2% of the amount in effect in the prior Fiscal Year: the Base Development Special
Tax for each Tax Zone, the Expected Maximum Development Special Tax Revenues and the Maximum
Development Special Tax assigned to the Leasehold Interests in each Taxable Parcel. See APPENDIX B -
“RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto.
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Exemptions to the Development Special Tax. Under the Rate and Method, for Developed Property,
the square footage of buildings attributable to certain exempt uses is not included when calculating the
Maximum Development Special Tax. See APPENDIX B - “RATE AND METHOD OF
APPORTIONMENT OF SPECIAL TAXES” hereto.

Levy of the Development Special Tax. Each Fiscal Year, the Administrator shall determine the
Development Special Tax Requirement, and the Development Special Tax shall be levied in according to
the following steps:

Step 1. The Administrator shall determine the Development Special Tax to be levied on Leasehold
Interests in each Taxable Parcel of Developed Property, as follows:

Step 1la. Calculate the Maximum Development Special Tax for each Leasehold Interest in
each Parcel of Developed Property.

Step 1b. In consultation with the City, determine which Parcels of Developed Property are
Assessed Parcels.

Step 1c. For all Parcels of Developed Property that are not Assessed Parcels, levy the
Maximum Development Special Tax on Leasehold Interests in such Parcels. Any Remainder
Special Taxes collected shall be applied pursuant to the Financing Plan.

Step 1d. For all Assessed Parcels:
Step 1dA. Determine the amount of the Parcel Increment.

Step 1dB. If the total amount of Parcel Increment available is equal to or greater
than the total aggregate Maximum Development Special Taxes for all Assessed Parcels,
then the levy on each Assessed Parcel shall be zero ($0).

Step 1dC. If the total amount of Parcel Increment available is less than the
aggregate Maximum Development Special Taxes for all Assessed Parcels, the
Administrator shall apply the appropriate sub-step below:

Substep 1dC(i). If, after coordination with the City and Port, the
Administrator is provided with a breakdown of Parcel Increment on a Parcel-by-
Parcel basis in time for submission of the special tax levy, the Administrator shall
determine the net tax levy on Leasehold Interests in each Assessed Parcel (the “Net
Assessed Parcel Tax Levy”) by taking the following steps in the following order
of priority: (i) subtract from the Maximum Development Special Tax for each
Assessed Parcel the amount of Parcel Increment generated from the applicable
Assessed Parcel, and (ii) for each Assessed Parcel whose tax levy was not reduced
to $0 pursuant to item (i) in this paragraph, apply any remaining Parcel Increment
that was not applied pursuant to item (i) in this paragraph to each such Assessed
Parcel on a pro rata basis (based on the Assessed Parcel’s net remaining tax levy
as a percentage of the aggregate net remaining tax levy for all Assessed Parcels for
which Parcel Increment was insufficient to pay the full amount of the Assessed
Parcel’s Maximum Development Special Tax). The Administrator shall levy on
Leasehold Interests in each Assessed Parcel the Net Assessed Parcel Tax Levy for
such Assessed Parcel. Any Remainder Special Taxes collected shall be applied
pursuant to the Financing Plan.
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Substep 1dC(ii). If, after coordination with the City and Port, the
Administrator determines that a breakdown of Parcel Increment on a Parcel-by-
Parcel basis cannot be provided in time for submission of the special tax levy, the
Administrator shall determine the net tax levy on the Leasehold Interest in each
Assessed Parcel (the “Net Assessed Parcel Tax Levy”) by subtracting from the
Maximum Development Special Tax for each Assessed Parcel a pro rata share of
the Parcel Increment, with such pro rata share determined based on each Assessed
Parcel’s Maximum Development Special Tax as a percentage of the aggregate
Maximum Development Special Tax for all Assessed Parcels in the STD. The
Administrator shall levy on the Leasehold Interest in each Assessed Parcel the Net
Assessed Parcel Tax Levy for such Assessed Parcel. Any Remainder Special Taxes
collected shall be applied pursuant to the Financing Plan.

The Review Authority shall make the final determination regarding
available Parcel Increment, the Maximum Development Special Tax that applies
to a Parcel based on the Leasehold Interests in the Parcel, and the application of
Parcel Increment pursuant to Substeps 1dC(i). and 1dC(ii) above.

Step 2. After issuance of the 2021 Bonds, if additional revenue is needed after Step 1 in order to
meet the Development Special Tax Requirement after Capitalized Interest has been applied to reduce the
Development Special Tax Requirement, the Development Special Tax shall be levied Proportionately on
Leasehold Interests in each Taxable Parcel of Undeveloped Property, in an amount up to 100% of the
Maximum Development Special Tax for Leasehold Interests in each Taxable Parcel of Undeveloped
Property for such Fiscal Year.

Infrastructure Financing District Pledge Supporting Bonds

General. Under Chapter 2.8 of Part 1 of Division 2 Title 5 of the California Government Code (the
“IFD Law™), cities and counties are authorized to establish tax increment financing districts known as
infrastructure financing districts, allocate incremental tax property tax revenues to the district, and approve
infrastructure financing plans.

Under the IFD Law, the Board of Supervisors formed the IFD as a “waterfront district” and
approved an Infrastructure Financing Plan (the “IFP”) for the IFD pursuant to Ordinance No. 27-16, which
was adopted by the Board of Supervisors on March 1, 2016, and approved by the Mayor on March 11,
2016.

Under the IFD Law, the City, for and on behalf of the District, has entered into a Pledge Agreement,
dated , 2021 (as defined earlier herein, the “Pledge Agreement”), with the IFD and the Fiscal
Agent, pursuant to which the IFD has agreed to make certain payments to the Fiscal Agent from “Allocated
Tax Increment” (as defined in APPENDIX H - “INFRASTRUCTURE FINANCING DISTRICT”). Under
the Pledge Agreement, the IFD pledges Pledged Tax Increment (as defined in APPENDIX H -
“INFRASTRUCTURE FINANCING DISTRICT”) as security for and a source of payment of the IFD
Payment Amount by the IFD to the Fiscal Agent.

As described in “SECURITY FOR THE BONDS - Revenue Fund,” the Fiscal Agent will deposit
the IFD Payment Amount in the Tax Increment Account of the Revenue Fund, and the IFD Payment
Amount is available pay debt service on the Bonds, replenish the 2021 Reserve Fund and the debt service
reserve funds for Parity Bonds that are not 2021 Related Bonds, and pay Administrative Expenses.
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Under the Rate and Method, if and to the extent IFD Payment Amounts have been received by the
Fiscal Agent during the prior fiscal year, the Development Special Taxes required to be levied overall in
the District will be reduced by the amount of IFD Payment Amounts on hand. Under the Rate and Method,
the Pledge Agreement and the Fiscal Agent Agreement, IFD Payment Amounts will not exceed the
Development Special Taxes that would have been levied in the absence of IFD Payment Amounts. See
APPENDIX B - “RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES” hereto

The Pledge Agreement permits the issuance of Parity Bonds in addition to the 2021 Bonds under
certain conditions as set forth in the Pledge Agreement. Such Parity Bonds would benefit from the Pledge
Agreement on an equal basis with the 2021 Bonds.

See APPENDIX H - “INFRASTRUCTURE FINANCING DISTRICT.”

Significant amounts of Pledged Tax Increment are unlikely to be generated unless and until the
property in Project Area | is developed. No assurance is given that Pledged Tax Increment will be available
in any given amount or at any given time.

Levy of Development Special Taxes on the Secured Roll

The Board of Supervisors approved the levy of the Development Special Taxes on the secured roll
pursuant to Resolution No. 200-20, which was adopted by the Board of Supervisors on May 5, 2020, and
approved by the Mayor on May 15, 2020, and the Board of Supervisors further agreed in the Resolution to
continue such levy on the secured roll as long as the Bonds are outstanding.

Covenant for Superior Court Foreclosure

General. In the event of a delinquency in the payment of any installment of Development Special
Taxes, the City is authorized by the Special Tax Financing Law to order institution of an action in the
Superior Courts of the State to foreclose any lien therefor. In such action, the Leasehold Interest subject to
the Development Special Taxes may be sold at a judicial foreclosure sale. For property owned or leased
by or in receivership of the Federal Deposit Insurance Corporation (the “FDIC”) or other similar federal
agencies, the City may be limited in its ability to foreclose the lien of delinquent unpaid Development
Special Taxes and may require prior consent of the property owner or lessee. See “SPECIAL RISK
FACTORS - Bankruptcy and Foreclosure” and “SPECIAL RISK FACTORS — Tax Delinquencies.” Such
judicial foreclosure proceedings are not mandatory.

There could be a default or a delay in payments to the owners of the Bonds pending prosecution of
foreclosure proceedings and receipt by the City of foreclosure sale proceeds, if any, and subsequent transfer
of those proceeds to the City. Development Special Taxes may be levied on all Leasehold Interests in
Taxable Parcels within the District up to the maximum amount permitted under the Rate and Method to
provide the amount required to pay debt service on the Bonds, however, the Development Special Tax levy
on a Leasehold Interest in a Taxable Parcel may not increase by more than 10% of the Maximum
Development Special Taxes as a consequence of delinquencies or defaults in payment of Development
Special Taxes levied on Leasehold Interests in another Parcel(s) in the District.

Under current law, a judgment debtor (property owner) has at least 120 days from the date of service
of the notice of levy in which to redeem the property to be sold. If a judgment debtor fails to redeem and
the property or Leasehold Interest is sold, his only remedy is an action to set aside the sale, which must be
brought within 90 days of the date of sale. If, as a result of such an action a foreclosure sale is set aside, the
judgment is revived, the judgment creditor is entitled to interest on the revived judgment and any liens
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extinguished by the sale are revived as if the sale had not been made (Section 701.680 of the Code of Civil
Procedure of the State of California).

Covenant to Foreclose. Under the Special Tax Financing Law, the City covenants in the Fiscal
Agent Agreement with and for the benefit of the Owners of the Bonds that it will order, and cause to be
commenced as provided in the Fiscal Agent Agreement, and thereafter diligently prosecute to judgment
(unless such delinquency is theretofore brought current), an action in a Superior Court of the State to
foreclose the lien of any Development Special Tax or installment thereof not paid when due as provided in
the following two paragraphs. The Finance Director shall notify the City Attorney of any such delinquency
of which the Finance Director is aware, and the City Attorney shall commence, or cause to be commenced,
such proceedings. The City Attorney shall commence foreclosure proceedings by asking the Board of
Supervisors to approve the removal of the delinquent installment from the secured property tax roll and
initiate a foreclosure action in the Superior Court.

On or about May 1 of each Fiscal Year, the Finance Director shall compare the amount of
Development Special Taxes theretofore levied in the District to the amount of Development Special Tax
Revenues theretofore received by the City, and if the Finance Director determines that any single Leasehold
Interest in a Taxable Parcel subject to the Development Special Tax in the District is delinquent in the
payment of one or more installments of Development Special Taxes, then the Finance Director shall send
or cause to be sent a notice of delinquency (and a demand for immediate payment thereof) to the owner of
the Leasehold Interest in the Taxable Parcel within 45 days of such determination, and (if the delinquency
remains uncured) foreclosure proceedings shall be commenced by the City within 60 days of such
determination. Notwithstanding the foregoing, the Finance Director may defer any such actions with
respect to a delinquent Leasehold Interest in a Taxable Parcel if (1) the District is then participating in the
Teeter Plan, or an equivalent procedure, (2) the amount in the 2021 Reserve Fund is at least equal to the
2021 Reserve Requirement and (3) the amount in the reserve account for any Parity Bonds that are not 2021
Related Parity Bonds is at least equal to the required amount.

The Finance Director and the City Attorney, as applicable, are authorized to employ counsel to
conduct any such foreclosure proceedings. The fees and expenses of any such counsel (including a charge
for City staff time) in conducting foreclosure proceedings shall be an Administrative Expense.

Limited Obligation

The Bonds are limited obligations of the City, secured by and payable solely from the Revenues
and the funds pledged therefor under the Fiscal Agent Agreement. The Bonds are not payable from any
other source of funds other than Revenues and the funds pledged therefor under the Fiscal Agent
Agreement. The General Fund of the City is not liable for the payment of the principal of or interest on the
Bonds, and neither the credit nor the taxing power of the City (except to the limited extent set forth in the
Fiscal Agent Agreement) or of the State of California or any political subdivision thereof is pledged to the
payment of the Bonds.

If a delinquency occurs in the payment of any Development Special Taxes, the City is under no
obligation and has made no covenant to transfer any funds of the City into the Revenue Fund or any other
funds or accounts under the Fiscal Agent Agreement for the payment of the principal of or interest on the
Bonds if a delinquency occurs in the payment of any Development Special Taxes or IFD Payment Amounts,
other than Revenues. Similarly, the City is under no obligation to levy any tax, other than the Development
Special Tax, for the payment of the principal of or interest on the Bonds. See “SECURITY FOR THE
BONDS - Covenant for Superior Court Foreclosure,” for a discussion of the City’s obligation to foreclose
Development Special Tax liens upon delinquencies, and “SECURITY FOR THE BONDS - 2021 Reserve
Fund,” for a discussion of the 2021 Reserve Fund securing the 2021 Bonds and any Related Parity Bonds.
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No Teeter Plan

The Board of Supervisors adopted the “Alternative Method of Distribution of Tax Levies and
Collections and of Tax Sale Proceeds” (the “Teeter Plan”), as provided for in Section 4701 et seq. of the
California Revenue and Taxation Code, in 1993 pursuant to Resolution No. 830-93. The Teeter Plan
provides for the allocation and distribution of property tax levies and collections and of tax sale proceeds.
The City has the power to include additional taxing agencies on the Teeter Plan. The City has the power to
unilaterally discontinue the Teeter Plan or remove a taxing agency from the Teeter Plan by a majority vote
of the Board of Supervisors. The Teeter Plan may also be discontinued by petition of two-thirds (2/3rds) of
the participant taxing agencies.

The Board of Supervisors, by resolution, has extended the Teeter Plan to the allocation and
distribution of special taxes for a limited number of community facilities districts located within the City.
The Board of Supervisors has not extended the Teeter Plan to the collection of special taxes within District.
Accordingly, the Teeter Plan is not expected to be available for the collection of the Development Special
Taxes and the collection of the Development Special Taxes will reflect actual delinquencies.

Parity Bonds

The District is authorized to incur $3,700,000,000 of bonded indebtedness and other debt. Such
bonded indebtedness and other debt includes the Bonds that are payable from the Development Special
Taxes as well as bonded indebtedness and other debt payable from other special taxes levied under the Rate
and Method. The 2021 Bonds will be the first series of Bonds issued under the Fiscal Agent Agreement.
The City may issue Parity Bonds in addition to the 2021 Bonds under a Supplemental Agreement entered
into by the City and the Fiscal Agent. Any such Parity Bonds shall be secured by a lien on the Revenues
and funds pledged for the payment of the Bonds under the Fiscal Agent Agreement on a parity with all
other Bonds Outstanding under the Fiscal Agent Agreement. The City anticipates issuing Parity Bonds in
the amount of approximately $___ million [fill in] over the next five years. The City may issue such Parity
Bonds, on a parity basis with the 2021 Bonds, subject to the following specific conditions precedent:

(A) Compliance. The City shall be in compliance with all covenants set forth in the Fiscal
Agent Agreement and all Supplemental Agreements, and issuance of the Parity Bonds shall not cause the
City to exceed the District’s $3,700,000,000 limitation on debt.

(B) Same Payment Dates. The Supplemental Agreement providing for the issuance of such
Parity Bonds shall provide that interest thereon shall be payable on Interest Payment Dates, and principal
thereof shall be payable on September 1 in any year in which principal is payable on the Parity Bonds
(provided that there shall be no requirement that any Parity Bonds pay interest on a current basis).

© Reserve Funds. The Supplemental Agreement providing for issuance of the Parity Bonds
shall provide for one of the following:

(i) a deposit to the 2021 Reserve Fund in an amount necessary such that the amount deposited
therein shall equal the 2021 Reserve Requirement following issuance of the Parity Bonds;

(i) a deposit to a reserve account for the Parity Bonds (and such other series of Parity Bonds
identified by the City) in an amount defined in such Supplemental Agreement, as long as such Supplemental
Agreement expressly declares that the Owners of such Parity Bonds will have no interest in or claim to the
2021 Reserve Fund and that the Owners of the Bonds covered by the 2021 Reserve Fund will have no
interest in or claim to such other reserve account; or
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(iii) no deposit to either the 2021 Reserve Fund or another reserve account as long as such
Supplemental Agreement expressly declares that the Owners of such Parity Bonds will have no interest in
or claim to the 2021 Reserve Fund or any other reserve account. The Supplemental Agreement may provide
that the City may satisfy the reserve requirement for a series of Parity Bonds by the deposit into the reserve
account established pursuant to such Supplemental Agreement of an irrevocable standby or direct-pay letter
of credit, insurance policy, or surety bond issued by a commercial bank or insurance company as described
in the Supplemental Agreement.

(D) Value. The Development Special Tax District Value shall be at least three (3) times the
sum of: (i) the aggregate principal amount of all Bonds then Outstanding, plus (ii) the aggregate principal
amount of the series of Parity Bonds proposed to be issued, plus (iii) the aggregate principal amount of any
fixed assessment liens on the parcels in the District subject to the levy of Development Special Taxes, plus
(iv) a portion of the aggregate principal amount of any and all other bonds issued by or for a community
facilities district other than the District that are outstanding and payable at least partially from special taxes
to be levied on parcels of land within the District (the “Other District Bonds™) equal to the aggregate
outstanding principal amount of the Other District Bonds multiplied by a fraction, the numerator of which
is the amount of special taxes levied for the Other District Bonds on parcels of land within the District, and
the denominator of which is the total amount of special taxes levied for the Other District Bonds on all
parcels of land against which the special taxes are levied to pay the Other District Bonds (such fraction to
be determined based upon the maximum special taxes which could be levied in the year in which maximum
annual debt service on the Other District Bonds occurs), based upon information from the most recent
available Fiscal Year plus (v) the aggregate principal amount of any and all special tax bonds that are
payable from other special taxes than the Development Special Taxes under the Rate and Method (the
“Other Special Tax District Bonds”) equal to the aggregate outstanding principal amount of the Other
Special Tax District Bonds.

(E) Coverage. An independent financial consultant shall certify:

1) for each Fiscal Year after issuance of the Parity Bonds, the maximum amount of the
Development Special Taxes that may be levied for such Fiscal Year under the Ordinance, the Fiscal Agent
Agreement and any Supplemental Agreement less estimated Administrative Expenses for each respective
Fiscal Year, will be at least 110% of the total Annual Debt Service of the then Outstanding Bonds and the
proposed Parity Bonds for each Bond Year that commences in each such Fiscal Year.

2 in the event Development Special Taxes are prepaid under the Rate and Method and
applied in accordance with the Rate and Method and the Fiscal Agent Agreement, the Development Special
Taxes that may be levied for each Fiscal Year after the prepayment under the Ordinance, the Agreement
and any Supplemental Agreement less estimated Administrative Expenses for each respective Fiscal Year
will be at least 110% of the Annual Debt Service payable with respect to the remaining Outstanding Bonds
and the proposed Parity Bonds for each Bond Year that commences in each such Fiscal Year.

For the purpose of calculating the Development Special Taxes that may be levied for each Fiscal
Year after issuance of the Parity Bonds, the City shall not include for any Fiscal Year the Development
Special Taxes that may be levied on any parcel of Undeveloped Property (as defined in the Rate and
Method) that is delinquent in the payment of Development Special Taxes on the date of the Officer’s
Certificate described in clause (G) below.

“Bond Year” means the one-year period beginning on September 2nd in each year and ending on
September 1 in the following year, except that the first Bond Year shall begin on the related Closing Date
and shall end on September 1, 2021.
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(F) Certificates. The City shall deliver to the Fiscal Agent an Officer’s Certificate certifying
that the conditions precedent to the issuance of such Parity Bonds set forth in subsections (A), (B), (C), (D)
and (E) above have been satisfied.

Notwithstanding the foregoing, the City may issue Refunding Bonds as Parity Bonds without the
need to satisfy the requirements of clauses (D) or (E) above, and, in connection therewith, the Officer’s
Certificate in clause (F) above need not make reference to clauses (D) and (E). The City is not prohibited
from issuing any other bonds or otherwise incurring debt secured by a pledge of the Revenues subordinate
to the pledge under the Fiscal Agent Agreement.

The City may issue Other Special Tax District Bonds as long as the Special Tax District Value
shall be at least three (3) times the sum of: (i) the aggregate principal amount of all Bonds then Outstanding,
plus (ii) the aggregate principal amount of any fixed assessment liens on the parcels in the Special Tax
District subject to the levy of [Special Taxes], plus (iii) a portion of the aggregate principal amount of any
and all Other District Bonds equal to the aggregate outstanding principal amount of the Other District Bonds
multiplied by a fraction, the numerator of which is the amount of special taxes levied for the Other District
Bonds on parcels of land within the District, and the denominator of which is the total amount of special
taxes levied for the Other District Bonds on all parcels of land against which the special taxes are levied to
pay the Other District Bonds (such fraction to be determined based upon the maximum special taxes which
could be levied in the year in which maximum annual debt service on the Other District Bonds occurs),
based upon information from the most recent available Fiscal Year plus (iv) the aggregate principal amount
of any and all Other Special Tax District Bonds (including any proposed Other Special Tax District Bonds).
Except in the provisions of the Fiscal Agent Agreement described in this paragraph, the Fiscal Agent
Agreement does not affect the issuance of bonds or other debt that is payable from other special taxes than
the Development Special Taxes that are levied under the Rate and Method.

The City, for and on behalf of the District, has executed a promissory note to the Port, which is
currently outstanding in the principal amount of $43,144,905.86. The promissory note is payable from
Development Special Taxes after payment of debt service on the Bonds, and the promissory note is not
secured by a pledge of Development Special Tax Revenues. See “ — Revenue Fund” above.

FORMATION OF THE DISTRICT

On February 25, 2020, the Board of Supervisors adopted Resolution No. 84-20 stating its intent to
form the District and a Future Annexation Area under the Act. Also on February 25, 2020, the Board of
Supervisors adopted Resolution No. 85-20, in which it declared its intention to incur bonded indebtedness
and other debt on behalf of the District in an aggregate amount not to exceed $3,700,000,000. The
resolutions were approved by the Mayor on March 6, 2020.

On April 14, 2020, after holding a noticed public hearing, the Board of Supervisors adopted
(i) Resolution No. 160-20 forming the District and the Future Annexation Area, approving the levy of
special taxes within the District according to the Rate and Method and approving an initial $3,700,000,000
annual appropriation limit for the District, subject to approval of the qualified electors, (ii) Resolution
No. 161-20 declaring the necessity to incur bonded indebtedness and other debt in an amount not to exceed
$3,700,000,000, subject to approval of the qualified electors and (iii) Resolution No. 162-20, calling an
election of the qualified landowner electors in the District. The Mayor approved these resolutions on
April 24, 2020.

On April 27, 2020, an election was held within the District pursuant to the Act at which the City,
by and through the Port Commission, as the qualified landowner elector, approved the levy of special taxes
according to the Rate and Method, bonded indebtedness and other debt in an aggregate amount not to
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exceed $3,700,000,000 with respect to the District, and an initial annual appropriations limit for the District
of $3,700,000,000.

On May 5, 2020, the Board of Supervisors adopted Resolution No. 195-20 pursuant to which the
Board of Supervisors, acting as the legislative body of the District, approved the canvass of the votes and
declared the District to be fully formed with the authority to levy certain special taxes, to incur bonded and
other indebtedness and to maintain an appropriations limit. See “SECURITY FOR THE BONDS” herein
and APPENDIX B — “RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES.” On the
same date, the Board of Supervisors adopted Resolution No. 196-20, pursuant to which the Board of
Supervisors approved the incurrence of $3,700,000,000 of bonded indebtedness and other debt for the
District. The Mayor approved these resolutions on May 15, 2020.

On May 12, 2020, the Board of Supervisors adopted Ordinance No. 79-20, levying special taxes
within the District in accordance with the Rate and Method. The Mayor approved the Ordinance on May 22,
2020.

On May 22, 2020, a Notice of Special Tax Lien was recorded against the property in the District
as Instrument No. 2020-K933385-00. The Notice of Special Tax Lien establishes the lien of special taxes
pursuant to the Rate and Method against the Leasehold Interests in property in the District in accordance
with the Rate and Method. The District began levying Development Special Taxes during Fiscal Year

Only the property in the District is subject to the Development Special Tax that secures payment
on the 2021 Bonds. Pier 48 is part of the Mission Rock Project, but is not currently located within the
District. Pier 48 is____ acres located to the east of the District and is currently used for storage. Pier 48 is
identified as Future Annexation Area and may be annexed into the District in the future only with the
unanimous approval of the owner or owners of each parcel or parcels at the time of annexation into the
District, whereupon a special tax will become a continuing lien on the Leasehold Interest in Pier 48
according to the Rate and Method. See “THE MISSION ROCK PROJECT” for more information about
Pier 48.

THE CITY

The City is the economic and cultural center of the San Francisco 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 Francisco Bay (the “Bay”). The City is located at 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. Silicon Valley is about a 40-minute drive to the south,
and the Napa and Sonoma “wine country” is about an hour’s drive to the north. The City is among the most
populous cities in California as well as the country. The City estimates the City’s population in fiscal year
2018-19 to be 887,463. See APPENDIX A — “DEMOGRAPHIC INFORMATION REGARDING THE
CITY AND COUNTY OF SAN FRANCISCO” hereto.

The City benefits from a broad economic base, anchored by several major technology companies.
In addition, the City is near Silicon Valley, a region regarded as a global center for technology and
innovation. San Francisco has historically ranked among the highest average income counties in the
country. The City is served by two major airports: San Francisco International Airport and Oakland
International Airport. There are multiple universities located in or near the City, such as University of
California, Berkeley, Stanford University, University of San Francisco, San Francisco State University and
University of California, San Francisco.
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Impact of COVID-19 Pandemic on San Francisco Economy. Since late winter 2020, the City has
been facing significant negative impacts of the global COVID-19 pandemic and efforts to contain it,
including the imposition of restrictions on mass gatherings and widespread temporary closings of
businesses, universities and schools throughout the City and the United States. The pandemic has negatively
affected travel, commerce, employment and financial markets globally and in the City. In the City,
numerous businesses have closed on a permanent basis and tourism-related economic activity has dropped
substantially. [More than 54,000 layoffs have been announced in the Bay Area through September 2020
and the unemployment rate in the City has risen from 2.3% in February 2020 to 8.8% in August 2020.]
While many layoffs have been classified as temporary, no assurances can be given as to the nature of any
re-hiring that may occur as shelter-in-place orders are loosened and the economic recovery takes shape.
Many of the City’s large private employers have encouraged employees to work remotely during the
pandemic and several high profile employers, such as Facebook, Twitter, Zillow, Square and Coinbase,
have announced plans to allow employees to work remotely indefinitely. Any significant exodus of
industries, companies, or jobs out of San Francisco without replacement of those jobs at similar wage levels
may result in the reduction in commercial and residential rents in San Francisco.

The City cannot predict how long the current economic recession will last or the impacts on the
City’s and the region’s economy, but such impacts may be material and adverse. See “SPECIAL RISK
FACTORS - COVID-19 Pandemic” below.

Also, in recent years and in 2020, California has experienced numerous significant wildfires. In
addition to their direct impact on health and safety and property damage in California, the smoke from these
wildfires has impacted the quality of life in the Bay Area and the City and may have short-term and future
impacts on commercial and tourist activity in the City. The fires have been driven in large measure by
drought conditions and low humidity. Experts expect that California will continue to be subject to wildfire
conditions year over year as a result of changing weather patterns due to climate change. See “RISK
FACTORS - Natural Disasters and Other Events” herein.

THE MISSION ROCK PROJECT

The 2021 Bonds have been sized to be secured by the development of Phase 1 of the Mission Rock
Project. Unpaid Development Special Taxes do not constitute a personal indebtedness of the leaseholders
of the parcels within the District. There is no assurance that the present leaseholders or any subsequent
leaseholders will have the ability to pay the Development Special Taxes or that, even if they have the ability,
they will choose to pay the Development Special Taxes. A leaseholder may elect not to pay the Development
Special Taxes when due and cannot be legally compelled to do so. Neither the City nor any Bondowner will
have the ability at any time to seek payment of the Development Special Tax or the principal or interest on
the Bonds directly from the leaseholders of property within the District, or the ability to control who
becomes a subsequent leaseholder of any property within the District. The City, on behalf of the District,
however, has covenanted in the Fiscal Agent Agreement for the benefit of the owners of the Bonds that,
under certain circumstances described herein, the City will commence judicial foreclosure proceedings
with respect to delinquent Development Special Taxes on property within the District, and will diligently
pursue such proceedings to completion. See “SECURITY FOR THE BONDS —Development Special Tax
Account” and “SECURITY FOR THE BONDS - Covenant for Superior Court Foreclosure” herein.

Seawall Lot 337 Associates, L.L.C., a Delaware limited liability company (the *“Master
Developer™) has provided the following information with respect to development of the Mission Rock
Project. No assurance can be given by the City that all information is complete. No assurance can be given
by the City that development of the property will be completed, or that it will be completed in a timely
manner. See the section of this Official Statement captioned “SPECIAL RISK FACTORS” for a discussion
of certain risk factors which should be considered, in addition to the other matters set forth herein, in
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evaluating an investment in the 2021 Bonds. Since the leaseholders of the parcels are subject to change,
the development plans outlined below may not be continued by the subsequent leaseholders if the parcels
are reconveyed to different leaseholders, although development by any subsequent leaseholder may be
subject to the DA and DDA (as such terms are defined below) and will be subject to the policies and
requirements of the City. No assurance can be given that the plans or projections detailed below will
actually occur. If and to the extent that expected funding and financing sources are inadequate to pay the
costs to complete the planned development of Phase 1 by the Master Developer and other financing by the
Master Developer is not put into place, there could be a shortfall in the funds required to complete the
planned development of Phase 1 by the Master Developer. If the development of the property is not
completed, or is not completed in a timely manner, there could be an adverse effect on the payment of
Development Special Taxes, which, in turn, could result in the inability of the City to make full and punctual
payments of debt service on the 2021 Bonds.

The information in this Official Statement regarding the District and the Mission Rock Project has
considered the current public health orders and any other local restrictions in disclosing estimated time
frames for development in the District. Since the beginning of the COVID-19 pandemic, construction
projects that are considered essential businesses, including the Mission Rock Project, have been able to
continue all construction activities, subject to social distancing requirements. However, the impact of
COVID-19 and the public health orders is likely to evolve over time, which could adversely impact the
development within the District and the Mission Rock Project as a whole. See “SPECIAL RISK FACTORS
— COVID-19 Pandemic” below. Neither the Master Developer nor the Vertical Developers can predict the
ultimate effects of the COVID-19 outbreak or whether any such effects will have a material adverse effect
on the ability to develop the Mission Rock Project as planned and described herein, or the availability of
Development Special Taxes from the District in an amount sufficient to pay debt service on the 2021 Bonds.

History

The Mission Rock Project is located on Seawall Lot 337, which is the largest seawall lot of the
Port’s 7.5 miles of tidelands and submerged lands along San Francisco Bay. The Port’s seawall lots are
tidelands that were filled and cut off from the waterfront by the construction of the great seawall in the late
19th and early 20th centuries, and by the construction of the Embarcadero roadway which lies, in part, over
a portion of the great seawall. Seawall Lot 337 is located just south of China Basin and has been used as a
surface parking lot and event space since 1999.

The District includes lands subject to a public trust under the Burton Act (stats. 1968, ch. 1333, as
amended) and a transfer agreement with the State of California. The Burton Act and that transfer agreement
limit trust land uses.

Through 2007 legislation known as Senate Bill 815 (“SB 815”), the California Legislature found
that the revitalization of Seawall Lot 337 is of particular importance to the State of California. Under
SB 815, the Port is authorized (free of the public trust’s limitations) to ground lease portions of the Project
Site (as defined below) to permit development of improvements that may be used for nontrust uses to enable
higher economic development and revenues. The Port will use nontrust lease revenues, as well as repayment
of lease revenues advanced for infrastructure costs, to preserve its historic resources and for other public
trust-consistent uses permitted under SB 815.

Following a public solicitation process to implement goals and objectives developed through a
multi-year community process, the Port Commission awarded to the Master Developer the opportunity to
negotiate exclusively for the lease, construction, and operation of the Project Site in 2010.
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Seawall Lot 337 consists of approximately 12 development parcels. Eleven of the parcels are
planned for a mix of commercial/office, retail, and market rate and affordable residential uses, with the
precise combination of uses determined by market demands as the Mission Rock Project progresses. One
or two public parking garages are expected to serve the development and other nearby uses, including
baseball games and other events at Oracle Park. Most planned buildings will have ground floor retail or
neighborhood-serving uses.

On November 3, 2015, San Francisco voters approved the Mission Rock Affordable Housing,
Parks, Jobs and Historic Preservation Initiative (Proposition D), which authorized increased height limits
on the Project Site, subject to environmental review, and established a City policy to encourage
development of the Project Site. Proposition D specifically provides that it is intended to encourage and
implement the lease and development of the Project Site as described in SB 815 to support the purposes of
the Burton Act, especially the preservation of historic piers and historic structures and construction of
waterfront plazas and open space.

The Port Commission and the Board of Supervisors each adopted findings under the California
Environmental Quality Act, including a statement of overriding considerations.

The Master Developer of the Mission Rock Project
The City, by and through the Port, owns the fee title to all of the property in the District.

The Master Developer’s parent company is Mission Rock Partners, LLC, a Delaware limited
liability company (“Mission Rock Partners™). Mission Rock Partners is a joint venture with the following
members: (i) Giants Development Services, L.L.C., a Delaware limited liability company, an entity owned
by the San Francisco Giants baseball franchise (herein, the “San Francisco Giants™), and (ii) TSCE 2007
Mission Rock, L.L.C., a Delaware limited liability company, that is an affiliate of Tishman Speyer Crown
Equities 2007 LLC, a Delaware limited liability company (herein, “Tishman Speyer”).

San Francisco Giants. One of the oldest teams in Major League Baseball, the 136-year old
franchise moved to San Francisco from New York in 1958. After playing a total of 42 years in Seals Stadium
and Candlestick Park, the team privately constructed Oracle Park pursuant to a Port ground lease in 2000.
The 41,265 seat Oracle Park is now the home baseball stadium of the San Francisco Giants. Since opening
its gates, Oracle Park has become internationally-renowned as a premier venue in the world of both sports
and entertainment. The San Francisco Giants have a long history of working with constituents to develop
successful real estate projects in the San Francisco market.

Tishman Speyer. Tishman Speyer is a leading owner, developer, operator and fund manager of
first-class real estate around the world. Founded in 1978, Tishman Speyer is active across the United States,
Europe, Latin America and Asia, building and managing premier office, residential and retail space in 29
key global markets for industry-leading tenants. The firm has acquired, developed and operated a portfolio
of over 165 million square feet with a total value of approximately $83 billion spread over 401 assets.
Signature assets include New York City’s Rockefeller Center, Sdo Paulo’s Torre Norte, The Springs in
Shanghai, Lumiere in Paris and OpernTurm in Frankfurt. Tishman Speyer currently has projects at different
stages of development in Boston, Brasilia, Frankfurt, Gurgaon, Hyderabad, Los Angeles, New York City,
Paris, Rio de Janeiro, Sdo Paulo, Shanghai, Shenzhen and Washington, D.C. In San Francisco, the firm has
been responsible for projects such as Infinity, Lumina, 555 Mission and 222 2nd Street The firm also
operates portfolios of prominent office property portfolios in Berlin, Chicago and London.
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Overview of the Mission Rock Project

The property in the District is part of the larger Mission Rock Project within the Mission Bay
neighborhood of the City. The Mission Rock Project encompasses approximately 28 acres bounded
generally by China Basin to the north, San Francisco Bay to the east, Mission Rock Street to the south, and
Third Street to the west, and includes Pier 48.

The Mission Rock Project represents an opportunity to construct a new, vibrant neighborhood while
strengthening the existing surrounding community. In addition to offering world-class office, residential,
and retail space, the Mission Rock Project includes substantial park space and waterfront exposure in urban
downtown San Francisco; China Basin Park, a five-acre, waterfront park, is expected to be delivered in
Phase 1. Further, the site is located adjacent to mass transit and near major Bay Area thoroughfares. The
site has immediate access to Caltrain which offers connectivity to BART at Embarcadero station within
about 15 minutes. Between BART and Caltrain, more than 6 million Bay Area residents within about a 50
mile radius across the Bay Area have direct, convenient access to the Mission Rock Project. Lastly, the
site is located immediately south of Oracle Park and just north of the new Chase Arena, home to the National
Basketball Association’s Golden State Warriors team. This, coupled with concerts and other events, is
expected to attract an influx of activity and contribute to a vibrant, walkable environment at the Mission
Rock Project.

Seawall Lot 337 Associates, LLC (previously defined as the “Master Developer”) is developing
the Mission Rock Project, which is a public-private partnership among the San Francisco Giants, Tishman
Speyer (as defined herein), the Port of San Francisco (previously defined as the “Port”) and the City and
County of San Francisco (previously defined as the “City”) to develop a waterfront mixed-use
neighborhood on the property currently serving as a parking lot for Oracle Park. The Mission Rock Project
is anticipated to include:

e Approximately 1,119 residential rental units, with 40 percent affordable to low and
moderate income households earning between 45-150% of the area median income.

e 8 acres of parks and open space, including a signature waterfront park.

e Upto 1.4 million square feet of new, high quality office space.

e 200,000+ square feet of neighborhood-serving retail and [local manufacturing space].
e Up to 3,000 space parking structure to serve Oracle Park and neighborhood needs.

o Rehabilitation of historic Pier 48.

e Public waterfront access and improvements, including a segment of the Blue Greenway
trail connection from Embarcadero to Hunters Point.

Pier 48 is part of the Mission Rock Project, but is not currently located within the District. Pier 48
is identified as a Future Annexation Area and may be annexed into the District. Pier 48 is not part of the
Master Lease (as defined herein) at this time. The Master Developer, however, will enter into an interim
lease of Pier 48 for parking and event use, as discussed in the DDA. Because Pier 48 is not the subject of
the Master Lease, the development plans for Pier 48 are not discussed in this Official Statement and all
future references to the Mission Rock Project (such as cost estimates and development timelines) do not
include Pier 48.
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The property that is subject to the Master Lease (the “Project Site”) is owned, and will continue to
be owned, by the City, by and through the Port. As the Mission Rock Project is developed, development
sites will be leased by the Port to Vertical Developers (as defined herein) pursuant to the DDA and VDDAs
(as defined herein).

The Mission Rock Project is expected to be developed in four Phases, as follows:

Phase 1:  Blocks A, B, F, and G, and China Basin Park
Phase 2:  Blocks C, D1, and D2

Phase 3:  Block E

Phase 4:  Blocks H, I, J, and K

An overview of the anticipated development of the Mission Rock Project is set forth in Table 2

below.
Table 2
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Overview of the Mission Rock Project
Rentable  Rentable Rentable
Tax Residential ~ Office Retail Sq.
Block Phase Zone Acreage [Use] Sq. Ft®  sq.Ft.® Ft.®
A 1 1 0.96 Residential 214,335 58,136 20,931
B 1 1 0.93 Office -- 274,005 20,101
F 1 1 0.58 Residential 175,964 -- 44,197
G 1 1 0.78 Office - 302,920 18,435
C 2 2 0.90 Office -- 300,013 29,975
D1 2 2 0.58 Residential 193,552 -- -
E 3 2 0.58 Office - 115,542 15,895
H 4 2 0.72 Residential 140,458 -- 21,798
I 4 2 0.75 Office -- 119,320 21,977
J 4 2 0.72 Office - 118,820 22,524
K 4 2 0.41 Residential 96,450 -- 9,230
D2 2 2 1.62 Parking - - 10,327
Totals 9.53 820,558 1,288,756 235,839

@ Square footage amounts shown above represents the expected rentable (leaseable) square footage for office,
residential, and retail/ground floor space. Note that this square footage has only been confirmed for the office
component of Parcel G, where there is a contractual square footage as defined by the Visa, Inc. lease. See “THE
MISSION ROCK PROJECT - Vertical Development and Financing Plans — Block G” herein.

@ The developable uses of Block D2 (intended to include a parking garage and retail space) are not subject to the
lien of the Development Special Taxes securing the Bonds.

The Mission Rock Project is depicted in the following diagram:
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As set forth in Table 2, five of the 12 development blocks will include construction of residential
rental property. An overview of the proposed residential development in the Mission Rock Project is set
forth below in Table 3.

Table 3
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Residential Overview

Number of Units

Inclusionary

Block Phase Tax Zone  Market Rate Units Units® Total

A 1 1 181 102 283

F 1 1 157 97 254

D1 2 2 114 145 259

H 4 2 128 64 192

K 4 2 92 39 131
Totals 672 447 1,119

@ Below market rate rental units.
[Phase 1 horizontal improvements commenced in and are scheduled to be completed in

late 2022.] Phase 2 horizontal construction is expected to commence in September 2021 for completion in
late 2023. Horizontal construction for Phases 3 and 4 is expected to commence in 2022 and 2024,
respectively.

Construction of Phase 1 vertical improvements is scheduled to begin toward the [end of 2020] and
be complete by the first quarter of 2023. Phase 2 vertical construction is expected to commence in January
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2022 with a 2024 completion date. Vertical construction for Phases 3 and 4 is expected to commence in
2023 and 2024 respectively. The Master Developer has secured funding for the completion of the horizontal
improvements that will allow for the construction to commence on Phase 1 parcels. For more detail on
funding for Phase 1 vertical construction, see “THE MISSION ROCK PROJECT - Development and
Financing Plan for Phase 1” herein.

Overview of Mission Rock Transaction Structure

The City, acting by and through the Port, and the Master Developer entered into a series of
agreements related to the development of the Mission Rock Project, as discussed below.

DDA. The Disposition and Development Agreement, dated August 15, 2018 (the “DDA”) provides
the Master Developer the right and obligation, subject to various terms and conditions, to develop the public
capital facilities and infrastructure built at or near the Project Site (the “Horizontal Improvements”) in
Phases (as defined in the DDA). The Master Developer cannot proceed with any Phase until a number of
conditions precedent are met, including approval by the Port of a Phase Submittal and Phase Budget (each
as defined in the DDA) and approval by the City of a final subdivision map and construction permits for
the Horizontal Improvements.

The DDA contemplates that the Port and the Master Developer would enter into the Master Lease
pursuant to which the Master Developer will ground lease the Project Site, as discussed further below.

The DDA also provides the Master Developer the option to acquire a ground lease interest in each
vertical development site (each a “Block” or “Vertical Parcel”) at fair market value by entering into a
vertical development and disposition agreement, the form of which is attached to the DDA (a “VDDA”)
for each Vertical Parcel. A form of ground lease agreement, to be attached to each VDDA (a “Parcel
Lease”), is also included in the DDA. The VDDAs and Parcel Leases are discussed further below.

Financing Plan. A financing plan (the “Financing Plan”) establishes the agreement between the
Master Developer and the Port for the financing of the Horizontal Improvements using revenue generated
by the Mission Rock Project itself, including special tax revenues, property tax increment and ground rent
paid by developers of the Vertical Parcels (each a “Vertical Developer”). Certain Horizontal Improvements
will be acquired by the Port, on its own behalf or on the behalf of the appropriate public agency (the
“Acquiring Agency”) at a price, agreed to represent fair market value; provided, that payment will be made
only as, and to the extent, that the identified “Project Payment Sources” are available. The identified
“Project Payment Sources” include: (i) District revenues, including both bond proceeds (secured by liens
on the leasehold interests on the Master Lease and the Parcel Leases) and special taxes levied in the District;
(ii) property tax increment generated by [vertical] development within the Mission Rock Project, captured
through sub-project areas of the IFD (such project areas generally corresponding to the boundaries of the
District); (iii) Port capital, but only if the Port elects, through its approval of the Phase Budget, to use such
capital to pay development costs of the Horizontal Improvements; and (iv) prepaid rent paid by Vertical
Developers upon conveyance under Parcel Leases.

Master Lease. The City, by and through the Port, and the Master Developer entered into the Master
Lease pursuant to which the Master Developer leases the entirety of the Project Site for a term of up to
thirty (30) years ending on August 15, 2048, unless extended. The Master Lease permits the Master
Developer to use the existing surface lot for parking, and permits the Master Developer to construct the
Horizontal Improvements within the leased premises in accordance with the DDA. The Master Developer
may also use the leased premises for other ancillary uses, such as special events and construction staging.
The Master Lease provides for payment of percentage rent to the Port, subject to a minimum rent, based
upon the revenue generated from use of the leased premises for parking and other uses.

100770313.7
33



The original Master Lease leased the existing surface parking lot, and provided for the leased
premises to be expanded to include the entire Mission Rock Project site, subject to various terms and
conditions. The Memo of Technical Corrections expanded the leased premises under the Master Lease to
include certain portions of the District that were not previously included in the Master Lease, so that the
entire District is within the leased premises. In the future, the leased premises may be expanded to include
the remainder of the Project Site, which consists of certain portions of the real property commonly known
as Channel Wharf and Terry Francois Boulevard. In addition, as the Port enters into Parcel Leases, the
vertical development sites leased under the Parcel Leases are released from the Master Lease Premises.
The areas within each approved Phase that are to be improved with Horizontal Improvements remain
subject to the Master Lease and part of the Master Lease premises until such Horizontal Improvements are
completed. Once complete, the Acquiring Agency will accept and acquire the completed Horizontal
Improvements, and the accepted Horizontal Improvements are released from the premises leased under the
Master Lease. The area to be developed in subsequent Phases (Phases 2, 3, and 4) remains within the Master
Lease premises, and the Master Developer may continue to use this area for parking, construction staging,
and other ancillary uses. This process is repeated for future Phases until the term of the Master Lease expires
or all of the leased premises has been released from the Master Lease, either as a Horizontal Improvement
acquired by an Acquiring Agency or as a Vertical Parcel leased to a Vertical Developer.

VDDAs and Parcel Leases. Pursuant to the DDA, in each Phase, the Master Developer has the
right to exercise the option to enter into a VDDA to acquire a leasehold interest in each Vertical Parcel that
is a part of such Phase through an affiliate Vertical Developer. Each VDDA will specify the Vertical
Developer’s development rights and obligations to construct the vertical improvements. Pursuant to the
VDDA, a Vertical Developer will lease the applicable Vertical Parcel for a period of up to seventy-five (75)
years. Each Parcel Lease for the Vertical Parcels in Phase 1 was fully prepaid upon conveyance of the
Parcel Lease. Parcel Leases in subsequent Phases are expected to require a mix of prepaid rent and annual
ground rent. Prepaid rent will be required to the extent provided in the Phase Budget, as some prepaid rent
received by the Port will be loaned to the District and used to make Development Rights Payments to pay
the Master Developer for horizontal development costs and associated developer return. [Discuss credit
bids.] The Port is not obligated to convey Parcel Leases under a VDDA (other than the Phase 1 Vertical
Parcels) unless a minimum annual rent at least equal to the “Reserve Rent” ($3.5 million for the entire site,
allocated among the development parcels) will be payable. The Parcel Leases will permit development of
a mix of office, retail, restaurant, parking, and market rate and affordable residential uses.

Assignment of Phase 1. The DDA permits the Master Developer to transfer its horizontal
development rights and obligations with respect to a particular Phase to certain affiliates. [“Phase 1 Sub”]
— a 100% subsidiary of the Master Developer - acquired a ground subleasehold interest in all of the non-
vertical parcels in Phase 1, such as the common areas, streets, plazas, and China Basin Park, but excluding
vertical development Blocks A, B, F, and G.

On December 18, 2019, the Master Developer and Phase 1 Sub entered into that certain Assignment
and Assumption Agreement (Mission Rock Project; Phase 1), dated December 18, 2019 and recorded in
the Official Records as Document No. E879368 (the “Assignment”), pursuant to which the Master
Developer assigned, and Phase 1 Sub, accepted and assumed certain rights and obligations of the Master
Developer under the DDA and DA applicable to Phase 1, including the obligation to complete all of the
required infrastructure work in Phase 1 [Any residual obligation of the Master Developer?]. Phase 1 Sub
now constitutes the Phase Transferee (as defined in the DDA) with respect to Phase 1.

Project Phasing and Mapping Process

Mission Rock Project Phasing. The Mission Rock Project has been divided into four Phases (as
defined in the DDA). The Master Developer has the right to exercise the option to enter into a VDDA to
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acquire a leasehold interest from the Port in each Vertical Parcel that is part of such phase through an
affiliate Vertical Developer, and such portions shall be developed by the applicable Vertical Developer in
accordance with the terms of the applicable VDDA. The Port’s approval of each Phase, including, but not
limited to, the Phase Budget, the rent for each Vertical Parcel in the Phase, and estimated construction dates,
is required before the Port enters into a VDDA with each Vertical Developer for the applicable Phase. The
four Phases, and their respective Vertical Parcels, are depicted in the map below. Phase 1, which is
comprised of four Vertical Parcels labeled as parcels A, B, F, and G, was approved by the Port in September
2019.

Subdivision Mapping Process. The Master Developer began to process various subdivision maps
in order to establish development parcels. The Master Developer, through its affiliate, received approval of
the Mission Rock Tentative Subdivision Map (“TSM”) in December 2019. The Master Developer received
approval in June 2020 for the first Final Subdivision Map, which established the vertical development

parcels associated with Phase 1 (i.e., Blocks A, B, F, and G), and the subdivider affiliate entered into a
Public Improvement Agreement for the public improvements associated with Phase 1. The Final
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Subdivision Maps for China Basin Park and Phases 2-4 are anticipated to be completed over the next several
years, in accordance with the development timeline for the Mission Rock Project.

Development and Financing Plan for the Mission Rock Project
Cost Estimates of Public Improvements for the Mission Rock Project. The table below identifies
those improvements and fees that are required to be constructed by the Master Developer in order to develop

the property in the District as of June 30, 2020.

[Remainder of page intentionally left blank.]
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Table 4
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Cost Estimates for Public Improvements for Mission Rock Project
(as of June 30, 2020)

Estimated Public Spent Percent
Description Improvement Costs To Date Complete
Phase 1
Entitlement Phase $ 29,330,000 $29,330,000 100.00%
Demo/Prep/Grading 13,744,835 4,056,706 29.51
Utilities 13,413,225 - -
MRU Systems® 35,928,038 - -
Streetscape 4,123,109 - -
Interim 1,124,588 - -
China Basin Park 27,397,300 - -
Additional Items 3,909,273 - -
General Conditions/Requirements 4,663,731 1,137,305 24.39
Indirect Costs & Contingency 21,369,589 2,926,098 13.69
Soft Costs
A&E & Testing 15,733,607 10,072,987 64.02
Fees/Bonds/Permits/City 7,193,694 1,085,054 15.08
Developer Reimbursables 13,461,848 6,974,142 51.81
Insurance 3,009,376 1,714,941 56.99
Legal/Accounting/Tax 3,563,560 3,958,351 111.08
Entitlement-Related 2,662,554 2,610,953 98.06
Other Soft Costs 10,057,001 231,008 2.30
Totals Phase 1 [$174,757,289] $63,459,080 [36.31%]
Phase 2-4
Demo/Prep/Grading $ 14,064,402 - -
Utilities 13,725,081 - -
MRU Systems® 20,000,000 - -
Streetscape 4,218,971 - -
Interim 1,150,735 - -
Additional Items 4,000,163 - -
General Conditions/Requirements 4,772,162 - -
Indirect Costs & Contingency 34,859,080 - -
Soft Costs 21,805,984 - -
Totals Phase 2-4 [$128,161,369] - -
Totals for Mission Rock Project [$302,918,658] $63,459,080 [20.95%0]

@ The MRU Systems will initially be financed by sources other than the Master Developer. However, the Master
Developer is expected to enter into a note payment agreement to guaranty the repayment of the principal on the bond
anticipation notes issued to initially finance the MRU systems. See “-- Sustainable Blackwater and Thermal Energy
Facilities” herein.

Horizontal Financing Plan. To date, the Master Developer has financed its site development costs
related to the property in the Mission Rock Project through internally generated funds and Development
Rights Payments. The Master Developer estimates that, as of June 30, 2020, the remaining costs to be
incurred by the Master Developer to complete its planned development within Mission Rock Project will
be approximately $[239.5] million. The Master Developer estimates that the costs necessary to complete
the horizontal infrastructure required for build-out of Phase 1 is approximately $[174.7] million, of which
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approximately $[63.4] million has been spent to date. The Master Developer expects to use Development
Rights Payments, internal funding, and 2021 Bond proceeds to complete its development and believes that
it will have sufficient funds available to complete the Horizontal Improvements in accordance with the
development schedule described in this Official Statement.

A summary of the expected cash flow for the Mission Rock Project is set forth below:

Table 5
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)

Mission Rock Project Development Cashflow

Sources Phase 1

[Development Rights Payments]®
CFD Proceeds

Developer Equity

TOTAL SOURCES PHASE 1
Uses Phase 1

Entitlement Costs®

Phase 1 Infrastructure®

TOTAL USES PHASE 1

NET CASH FLOW PHASE 1

Sources Phase 2-4

[Development Rights Payments]®
CFD Proceeds

Developer Equity

TOTAL SOURCES PHASE 2-4

Uses Phase 2-4
Phases 2-4 Infrastructure
TOTAL USES PHASE 2-4

NET CASH FLOW PHASE 2-4

NET CASH FLOW

Actual Projected Projected
Through Through After
6/30/20W 12/31/21 1/1/22 Totals
$ 4,000,000 $ 39,000,000 $ - $ 43,000,000
0 35,200,000 188,014,973 223,214,973
63,459,080 96,298,209 20,000,000 174,757,289
$67,459,080 $165,498,209 $208,014,973 $440,972,262
$29,330,000 $ - 3 - $ 29,330,000
34,129,080 91,298,209 20,000,000 145,427,289
$63,459,080 $ 91,298,209 $ 20,000,000 $174,757,289
$ 4,000,000 $ 74,200,000 $188,014,973 $266,214,973
$ - $ - $ 23,000,000 $ 23,000,000
- - 123,686,784 123,686,784
- 5,000,000 97,691,993 102,691,993
$ - $ 5,000,000 $244,378,777 $249,378,777
$ - $ 5,000,000 $ 97,691,993 $102,691,993
$ - $ 5,000,000 $ 97,691,993 $102,691,993
$ - $ - $146,686,784 $146,686,784
$ 4,000,000 $ 74,200,000 $334,701,757 $412,901,757

@ Includes only revenues and costs associated with the construction of infrastructure through June 30, 2020; does not
include every source or cost incurred by the Master Developer through June 30, 2020.
@ Development Rights Payments are paid to the Master Developer by the District and funded from loans by the Port to
the District. The Port funds such loans from ground lease rental received by the Port under Parcel Leases of each proposed
building to Vertical Developers. See “ - Overview of Mission Rock Transaction Structure” above.
@) Entitlement Costs are costs related to the entitlement of the Mission Rock Project through August 2018. All costs after
that date are considered Phase Infrastructure costs.
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@ Master developer obligation to complete the infrastructure improvements for Phase 1 under the Development
Agreement is backed by subdivision improvement bonds provided to the City and the Successor Agency under the Public
Improvement Agreement.

Although the Master Developer expects to have sufficient funds available to complete its
development in Mission Rock Project as described in this Official Statement, there can be no assurance that
amounts necessary to finance the remaining development costs will be available to the Master Developer
from its internally generated funds or from any other source when needed. Neither Vertical Developers nor
any of their related entities, are under any legal obligation of any kind to expend funds for the development
of and construction of buildings on their property in the District. Any contributions by the Master Developer
or any such entity to fund the costs of such development are entirely voluntary.

Flood Zone Status. The Mission Rock Project is located on property that is in Zone X, which is
outside the 500-year floodplain. See “SPECIAL RISK FACTORS - Sea Level Rise and Risks Associated
with Global Climate Change” for a discussion of potential impacts from sea level rise.

Seismic Condition. The Mission Rock Project is not located within an Alquist-Priolo Special
Studies Zone. However, the property is located in a liquefaction zone. See “SPECIAL RISK FACTORS -
Seismic Hazards.”

Utilities.

The utility providers for the Mission Rock Project are listed in the below table.

Utility Provider

Potable Water San Francisco Public Utilities Commission
Non-Potable Water (District- Mission Rock Utilities

Scale)

Sewer San Francisco Public Utilities Commission
Gas PG&E

Electric San Francisco Public Utilities Commission
Thermal Energy (District-Scale) Mission Rock Utilities

Telecom Comcast and AT&T

Sustainable Blackwater and Thermal Energy Facilities. The DDA requires the Master Developer
to develop a thermal district energy system (the “DES”) and a black water recycling system (“Blackwater
Facility” and together with the DES, the “MRU Systems”) for the Mission Rock Project. The MRU Systems
will serve the Mission Rock Project, but be owned by Mission Rock Utilities, Inc., a non-stock corporation
organized under Delaware law (“MRU”).

The Blackwater Facility will be an advanced water recycling facility that will treat a portion of the
blackwater and greywater from the Mission Rock Project (which includes wastewater collected from toilets,
showers and sinks) to meet the non-potable water needs of buildings in the Mission Rock Project, as well
as associated open space.

The DES will supply hot and cold water to the Mission Rock Project through a network of
underground pipes to meet the heating and cooling needs of all buildings in the Mission Rock Project. The
DES will contain heating and cooling equipment for the entire development which will replace the need to
have this type equipment inside each building. The initial system will utilize cooling towers using non-
potable water from the Blackwater Facility. Ultimately, the DES is planned to integrate a bay water energy
exchange system for both heating and cooling.

100770313.7
39



The Blackwater Facility and the DES will be located separately in two of the first four buildings
being constructed as part of Phase 1 of the Mission Rock Project. The bay water energy exchange system
is expected to be constructed after the Mission Rock Project is fully built out.

Long-term utility service agreements will require each property at the District to be a customer of
these utility systems. Utility rates will be cost-based and will include provisions for required working
capital, reserve, debt service, and all operational costs.

The MRU Systems anticipated to be 100% debt-financed in phases. For the initial phase of
financing, the California Pollution Control Financing Authority is expected to issue bond anticipation notes
in the amount of $25 million for the benefit of Mission Rock Utilities. The bond anticipation notes will
serve as interim financing, expected to be refinanced with permanent financing. The Master Developer is
expected to enter into a note payment agreement to guaranty the repayment of the principal on the bond
anticipation notes issued to fund the MRU systems. Permanent financing may take the form of the proceeds
of a subsequent series of Bonds, long-term revenue bonds secured by [ | revenues issued by the
California Pollution Control Financing Authority, some other form of financing, or some combination of
any of the foregoing.

Environmental Mitigation. There is a Soil Management Plan and a Dust Control Plan for Seawall
Lot 337 because of existing hazardous materials contamination in soils. The Soil Management Plan dated
October 18, 2019 and prepared by Ramboll US Corporation (“Mission Rock SMP”) and the Dust Control
Plan dated November 1, 2019 and prepared by Ramboll US Corporation (“Mission Rock DCP”) for Seawall
Lot 337 were approved by the Port, the Department of Public Health, and the Department of Toxic
Substances Control. The Mission Rock SMP establishes measures that must be followed by anyone
performing management, maintenance, and construction within Seawall Lot 337 to mitigate potential health
risks related to contaminated soil in Seawall Lot 337. The requirements generally serve to minimize site
users’ exposure to soil. Master Developer and the Vertical Developers are required to comply with the
Mission Rock SMP pursuant to the Master Lease and Parcel Leases, as applicable. An Asbestos Dust
Mitigation Plan dated November 15, 2019 and prepared by Ramboll US Corporation (“Mission Rock
ADMP”) has also been prepared in accordance with Bay Area Air Quality Management District
requirements to minimize site users’ exposure to site contaminants.

The Master Developer has conducted environmental testing in connection with its development of
the Mission Rock Project. Seawall Lot 337 was formerly used for commercial and industrial purposes
along San Francisco Bay. The Master Developer will be conducting environmental remediation in
compliance with the Mission Rock SMP, the Mission Rock DCP, the Mission Rock ADMP, and State law
for the work on Seawall Lot 337.

The Master Developer believes that it is in material compliance with applicable environmental laws
for the Mission Rock Project. Owners and lessees of real estate such as the Master Developer and Vertical
Developers may, in the future, be adversely affected by legislative, regulatory, administrative and
enforcement actions involving environmental controls. See also “SPECIAL RISK FACTORS - Hazardous
Substances” herein.

Phase 1 of the Mission Rock Project

In addition to its interest in the Master Developer, Mission Rock Partners also controls [(subject to
customary major decision rights in favor of minority limited partners)] and owns an indirect interest in a
series of joint ventures that each wholly owns certain ownership entities that have acquired a ground
leasehold interest in each of vertical Blocks A, B, F, and G (as applicable) (each such owner of a ground
leasehold interest being referred to as a “Vertical Developer” and collectively as the “Vertical Developers”).
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Upon conveyance of ground leasehold interests in Blocks A, B, F and G to Parcel A Vertical
Developer, Parcel B Vertical Developer, Parcel G Vertical Developer, and Parcel F Vertical Developer,
respectively, the Port and the Master Developer released such lots from the DDA and the Master Lease.
Similarly, upon conveyance of ground leasehold interests in the remaining Vertical Parcels in later Phases,
the Port and the Master Developer will release such lots from the DDA and the Master Lease.

The expected development and the anticipated construction schedule in Phase 1 is summarized in
the tables below:

Table 6
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Overview of Phase 1 of Mission Rock Project

Block A Block B Block F Block G
Leaseholder Mission Rock  Mission Rock Mission Rock Mission Rock
Parcel A Parcel B Parcel B Parcel G
Owner L.L.C. OwnerL.L.C. OwnerL.L.C. OwnerL.L.C.
Use Residential Office Residential Office
Rentable Office Square Feet® 58,136 274,005 0 302,920
Rentable Retail Square Feet® 20,931 20,101 44,197 18,435
Rentable Residential Square Feet® 214,135 - 175,964 -
Residential Units 283 - 254 -
Date of Parcel Lease Execution September September September June 2020
2020 2020 2020
Estimated First Fiscal Year as 2023-2024 2023-2024 2023-2024 2022-2023
Developed Property
Ground Breaking 11/1/2020 2/1/2021 2/1/2021 11/1/2020
Core/Shell Completion 11/1/2022 3/1/2022 12/1/2022 12/1/2021
Lease Up Commencement 5/1/2023 8/1/2022 6/1/2023 4/1/2022
Stabilization 3/1/24@ 5/1/23®) 3/1/24% 1/1/23®

® Square footage amounts shown above represent the expected rentable (leaseable) square footage for office,
residential (including market-rate rentable square footage and any inclusionary unit rentable square footage), and
retail/ground floor space. Note that this square footage has only been confirmed for the office component of Parcel
G, where there is a contractual square footage as defined by the Visa lease. Market-Rate Residential Square Footage
subject to the Development Special Tax excludes any inclusionary unit rentable square footage. See “SECURITY
FOR THE BONDS - Rate and Method of Apportionment of Special Taxes” above.

@ Stabilization is defined as 95% leased across residential component.

) Stabilization is defined as lease up of the office component (93% RSF).

) Stabilization is defined as 95% leased across residential component.

® Stabilization is defined as commencement of Visa’s Lease.
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Financing Plan for Phase 1

To date, the Master Developer has funded its site development costs related to Phase 1 of the
Mission Rock Project through internally generated funds and Development Rights Payments. The Master
Developer estimates that the costs necessary to complete the Horizontal Improvements required for build-
out of Phase 1 is $174.8 million and estimates that, as of June 30, 2020, the remaining costs to complete its
planned development within Phase 1 of the Mission Rock Project will be approximately $111.3 million.
The Master Developer expects to use Development Rights Payments, internal funding, and 2021 Bond
proceeds to complete its development and believes that it will have sufficient funds available to complete
Phase 1 in accordance with the development schedule described in this Official Statement.

Although the Master Developer expects to have sufficient funds available to complete its
development of the Mission Rock Project as described in this Official Statement, there can be no assurance
that amounts necessary to finance the remaining development costs will be available to the Master
Developer from its internally generated funds or from any other source when needed. Neither Vertical
Developers nor any of their related entities, are under any legal obligation of any kind to expend funds for
the development of and construction of buildings on their property in the District. Any contributions by the
Master Developer or any such entity to fund the costs of such development are entirely voluntary.

Vertical Development and Financing Plans
A more detailed description of Phase 1 of the Mission Rock Project is set forth below.

The Vertical Developers provide no assurance that development will be carried out on the schedule
and according to the plans summarized below, or that the development plans set forth below will not change
after the date of this Official Statement.

Although the Vertical Developer expects to have sufficient funds available to complete its
development activities on Blocks A, B, F and G, commensurate with the development timing described in
this Official Statement, there can be no assurance, however, that amounts necessary to finance the
remaining development costs will be available from the Vertical Developer or any other source when
needed. Any contributions by the Vertical Developer or any of its parent companies to fund the costs of
such development are entirely voluntary.

If and to the extent that internal funding are inadequate to pay the costs to complete the planned
development by the Vertical Developer and other financing by the Vertical Developer is not put into place,
there could be a shortfall in the funds required to complete the proposed development by the Vertical
Developer and the remaining portions of the development may not be developed.

All four vertical parcels are capitalized through joint venture partnerships between Mission Rock
Partners (Tishman Speyer and San Francisco Giants as co-General Partners) and a series of institutional
limited partners. All equity commitments required for the construction of the vertical parcels are fully
approved by each of the partners. The limited partner group consists of a) the US subsidiary of a publicly-
traded, international real estate investment company with approximately $60 billion of assets and b) a
consortium of Tishman Speyer's discretionary separate managed accounts.

Block A. The Parcel A Vertical Developer is developing Block A as a 23-story building that will
consist of 283 residential units, approximately 58,136 rentable square feet of office space, and
approximately 20,931 rentable square feet of first floor retail. All of the residential units are rental units.
Located at the northwest corner of the site, Block A will offer scenic views from the residential units. Block
A, designed by renowned architecture firm MVRDV, draws inspiration from the western U.S. landscape
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and mimics a cascading canyon. Of the 283 residential units in Block A, 102 are below-market rental units
(“inclusionary units”), set at rental rates for 90%-150% of area-median-income. Market-Rate Residential
Square Footage subject to the Development Special Tax excludes any inclusionary unit rentable square
footage. See “SECURITY FOR THE BONDS - Rate and Method of Apportionment of Special Taxes”
above.

As of September, 2020, the Parcel A Vertical Developer has incurred approximately $41.7 million
on pre-development, on-site infrastructure, and on-site development costs and fees, and anticipates that an
additional $232.7 million will be required to be expended on such costs to complete the building on Block
A. The foregoing costs are exclusive of internal financing repayment. The Parcel A Vertical Developer,
in collaboration with Eastdil Secured, is in the process of placing with a commercial bank a $137.4 million
loan secured by Block A (50% LTC). The Vertical Developer expects the remaining costs to be financed
from equity.

The site permit has been filed and approved as of October 2020, and is expected to be issued in late
October or November. The first addendum to the site permit that allows for vertical construction is
anticipated to be issued in November 2020.

Block B. The Parcel B Vertical Developer is developing Block B as an 8-story 280,000 rentable
square foot building that will consist of approximately 274,005 rentable square feet of office and
approximately 20,101 rentable square feet of retail. Designed by prominent architecture firm WORKac out
of New York, Block B features expansive floor plates, abundant natural light, and lush outdoor spaces.
Each floor is punctured with multiple outdoor gardens and terraces for employees to enjoy.

As of September 2020, the Parcel B Vertical Developer has incurred approximately $18.7 million
on pre-development, on-site infrastructure, and on-site development costs and fees, and anticipates that an
additional $314.0 million will be required to be expended on such costs to complete the building on
Block B. [The foregoing costs are exclusive of internal financing repayment.] The Parcel B Vertical
Developer will finance the remaining costs to complete Block B through equity.

The site permit has been filed and approved as of October 2020. The Master Developer expects
the permit will be pulled in early 2021 in advance of groundbreaking. The first addendum to the site permit
that allows for vertical construction is anticipated to be issued at the same time, as well.

Block F. The Parcel F Vertical Developer is developing Block F as a 23-story building that will
consist of 254 residential units and approximately 44,197 rentable square feet of first floor retail. All of the
residential units are rental units. Designed by world-famous Studio Gang Architects, Block F will feature
beautifully oscillating floor plates that cascade into a mesa on the first through third floors. The mesa will
include retail and outdoor activation for residents to enjoy.

Of the 254 residential units in Block A, 97 are below-market rental units set at rates from 90% -
150% of area-median-income. Market-Rate Residential Square Footage subject to the Development
Special Tax excludes any inclusionary unit rentable square footage. See “SECURITY FOR THE BONDS
- Rate and Method of Apportionment of Special Taxes” above.

As of September 2020, the Parcel F Vertical Developer has incurred approximately $40.8 million
on pre-development, on-site infrastructure, and on-site development costs and fees, and anticipates that an
additional $154.0 million will be required to be expended on such costs to complete the building on Block
F.
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The Parcel F Vertical Developer will finance the remaining costs to complete Block F through up
to $97.6 million in loan proceeds (50% LTC). The Vertical Developer anticipates beginning the marketing
process for Parcel F financing in late 2020. The Vertical Developer expects the remaining costs to be
financed from equity. The site permit has been filed and approved as of October 2020. The Master
Developer expects the permit will be pulled in early 2021 in advance of groundbreaking. The first
addendum to the site permit that allows for vertical construction is anticipated to be issued at the same time,
as well.

Block G. The Parcel G Vertical Developer is developing Block G as a 13-story 313,000 square
foot building that will consist of approximately 302,920 square feet of office and 18,435 square feet of
retail. The site permit has been filed and approved as of October 2020, and is expected to be issued in late
October or November. The first addendum to the site permit that allows for vertical construction is
anticipated to be issued in November 2020.

The office component is fully pre-leased to Visa, Inc. Visa has publicly announced that it will be
relocating its global headquarters to Block G, moving employees from its current offices in Foster City and
downtown San Francisco. Block G was designed by Copenhagen-based firm Henning Larsen. The building
will feature expansive terraced rooftop space and unobstructed views of Oracle Park.

Pertinent terms of the lease are outlined below:

Tenant: Visa, Inc. [(NYSE: V; S&P: AA-)]
o 302,290 rentable square feet (100% of the building's office space)

e 15 year initial term; first renewal term of ten (10) years and second renewal term of nine
(9) years, six (6) months (total aggregate initial term and renewal terms may not exceed
thirty-four (34) years, six (6) months)

o Lease commencement nine (9) months after initial tranche delivery (expected lease
commencement date in first quarter of 2023)

The milestones outlined in the lease to Visa Inc. provide cushion time relative to the Master
Developer’s estimated construction schedule. While Visa, Inc. has the right to terminate if the Master
Developer does not commence vertical construction by September 20, 2021, the Master Developer’s
schedule estimates vertical construction to begin in October 2020 (translating to 11 months cushion). While
the Visa, Inc. lease permits termination if the Master Developer fails to deliver the last tranche of the
building within 32 months of commencing construction, the Master Developer’s estimated construction
schedule totals 20 months (translating to 12 months cushion).

As of September 2020, the Parcel G Vertical Developer has incurred approximately $149.4 million
on pre-development, on-site infrastructure, and on-site development costs and fees, and anticipates that an
additional $285 million will be required to be expended on such costs to complete the building on Block G.

The Parcel G Vertical Developer is currently negotiating loan documents with Bank of America,
N.A. (“BAML") for a total loan commitment of $285 million (the “Loan”). A syndicate of lenders will be
responsible for each making their pro rata share of the Loan, with BAML also acting as the administrative
agent for the Loan. The Loan will be secured by the leasehold interest in Block G, with an expected close
of October 2020. The Vertical Developer expects the remaining costs to be funded with equity.
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In addition to Table 6, please see tables below for more detail on vertical Blocks A, B, F, and G:

Table 7
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Blocks A and F — Residential Unit Summary
(as of June 30, 2020)

Block A Block F

Avg. Approx. Total Number of Avg. Approx. Total Number of

Floor Plan Square Footage® Planned Units® Square Footage® Planned Units®
Studio 546 17 447 29
1 Bedroom 627 155 576 134
2 Bedroom 921 93 938 87
3 Bedroom 1,222 18 1,068 4
Totals 283 254

@ Rentable square feet. Market-Rate Residential Square Footage subject to the Development Special Tax excludes any inclusionary unit
rentable square footage. See “SECURITY FOR THE BONDS - Rate and Method of Apportionment of Special Taxes” above.

@ Inclusionary units are included in totals. See also Table 3 above.

Table 8
City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Blocks A, B, F, and G - Financing Summary
(as of September 30, 2020)

Total
% % Capitalization Total Debt Total Equity Financing
Block Equity Debt (% in millions) ($ in millions)  ($ in millions) Lender Status
Term Sheet
Block A 50% 50% $274.5 $137.2 $137.2 TBD Negotiations
Block B 100 - 332.7 - 332.7 N/A N/A
Block F 50 50 194.8 97.4 97.4 TBD Marketing
BAML and Loan Document

Block G 35 65 4345 285.0 149.5 Syndicate Negotiation

China Basin Park. The proposed 4.4 acre waterfront public park known as China Basin Park is
being developed by the Phase 1 Sub as part of the Horizontal Improvements. China Basin Park will consist
of a variety of features and programs, including a great lawn, a pedestrian promenade lined with shops and
restaurants, a café pavilion, an overlook which will house the Willie McCovey statue, waterfront tidal
shelves, a coastal play area, and a paved plaza for gathering. China Basin Park is currently in its permitting
and schematic design stages, however it has received required design approvals from both the Port and the
Bay Conservation and Development Commission (BCDC). According to the BCDC design review board
minutes, the design review board does not need to review the project again. The projected schedule for
China Basin Park assumes groundbreaking in mid-2021 and completion in late 2022. China Basin Park will
be accepted by the Port after completion. China Basin Park is not taxed by the District.
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Expected Land Use and Expected Maximum Special Tax Revenues

The following table sets forth expected land uses, expected square footage, expected Maximum
Development Special Tax Revenues, expected Maximum Office Special Tax Revenues, and expected
Maximum Shoreline Special Tax Revenues.

[Remainder of page intentionally left blank.]
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City and County of San Francisco

Table 9

Special Tax District No. 2020-1

(Mission Rock Facilities and Services)

Expected Land Uses, Expected Square Footage, Expected Maximum Development Special Tax
Revenues, Expected Maximum Office Special Tax Revenues, and Expected Maximum Shoreline
Special Tax Revenues

Expected Expected Expected
Maximum Maximum Maximum
Development Office Shoreline
Expected Special Tax Special Tax Special Tax
Planning Square Revenues Revenues Revenues
Parcel Expected Land Uses Footage  (FY 2019-20)" (FY 2019-20)" (FY 2019-20)"
TAX ZONE 1
Market-Rate Residential 146,000 $1,252,680 $0 $0
Parcel A Square Footage
Office Square Footage 48,447 314,906 93,018 88,174
Market-Rate Residential 0 0 0 0
Parcel B Square Footage
Office Square Footage 255,008 1,657,552 489,615 464,115
Market-Rate Residential 0 0 0 0
Parcel G Square Footage
Office Square Footage 283,323 1,841,600 543,980 515,648
Market-Rate Residential 113,000 969,540 0 0
Parcel F Square Footage
Office Square Footage 0 0 0 0
TAX ZONE 2
Market-Rate Residential 0 0 0 0
Parcel C Square Footage
Office Square Footage 355,000 2,307,500 571,550 646,100
Market-Rate Residential 76,800 658,944 0 0
Parcel D Square Footage
Office Square Footage 0 0 0 0
Market-Rate Residential 0 0 0 0
Parcel E Square Footage
Office Square Footage 141,000 916,500 227,010 256,620
Market-Rate Residential 96,000 823,680 0 0
Parcel H Square Footage
Office Square Footage 49,999 324,994 80,498 90,998
Market-Rate Residential 0 0 0 0
Parcel | Square Footage
Office Square Footage 152,000 988,000 244,720 276,640
Market-Rate Residential 0 0 0 0
Parcel J Square Footage
Office Square Footage 152,000 988,000 244,720 276,640
Market-Rate Residential 62,400 535,392 0 0
Parcel K Square Footage
Office Square Footage 49,999 324,994 80,498 90,998
$13,904,280 $2,575,611 $2,705,932

TOTAL EXPECTED REVENUES (FY 2019-20 $)
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*Beginning July 1, 2020 and each July 1 thereafter, the Base Development Special Tax, the Base Office Special Tax, and the Base Shoreline
Special Tax shall be escalated as set forth in Section D.1 of the Rate and Method.
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Table 10

City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Maximum Development Special Tax Revenues and Projected Development Special Tax Levies

FY 2020-21

Expected FY 2021-22 FY 2022-23 FY 2023-24
Market-Rate Total Maximum FY 2020-21 Projected Projected Projected

Residential Office Expected Development  Development  Development  Development  Development

Planning Square Square Square Special Tax Special Tax Special Tax Special Tax Special Tax

Parcel Phase  Footage® Footage®  Footage® Revenues Levied?® Levy® Levy® Levy®

Parcel A 1 146,000 48,447 194,447  $ 1,598,937 $ 207,107 $ 246,340 $ 35,566 $ 1,696,805
Parcel B 1 0 255,008 255,008 1,690,703 218,993 260,477 37,607 1,794,188
Parcel F 1 113000 0 113,000 988,931 128,094 152,359 21,997 1,049,461
Parcel G 1 0 283,323 283,323 1,878,431 243,309 289,400 1,954,320 1,993,407
Subtotal 259,000 586,778 845,778 $ 6,157,003 $ 797,503 $ 948,576 $ 2,049,490 $ 6,533,860
Parcel C 2 0 355,000 355,000 $ 2,353,650 $304,863 $ 362,614 $ 52,353 $ 0
Parcel D 2 76,800 0 76,800 672,123 87,059 103,550 14,950 0
Parcel E 3 0 141,000 141,000 934,830 121,086 144,024 20,794 0
Parcel H 4 96,000 49,999 145,999 1,171,647 151,761 180,509 26,061 0
Parcel | 4 0 152,000 152,000 1,007,760 130,533 155,260 22,416 0
Parcel J 4 0 152,000 152,000 1,007,760 130,533 155,260 22,416 0
Parcel K 4 62,400 49,999 112,399 877,593 113,673 135,206 19,521 0
Subtotal 235,200 899,998 1,135,198 $ 8,025,363 $ 1,039,507 $ 1,236,424 $ 178510 $ 0
Total 494,200 1,486,776 1,980,976  $14,182,366 $ 1,837,010 $ 2,185,000 $ 2,228,000 $ 6,533,860

“ As defined in the RMA, the special taxes are charged based on the following square footage measurements: for office use, the Planning Gross Square Footage measurement,
consistent with the Prop M allowance granted to that Parcel, as designated on the site permit; for residential: the market rate rentable square footage (excludes any inclusionary
unit rentable square footage).
() Based on Attachment 3 of the Rate and Method.
@ The fiscal year 2020-21 Development Special Tax levy is based on special tax revenues needed for estimated interest payments for the 2021 Bonds and administrative expenses,
as provided by the Port. Assumes all parcels in the district are Undeveloped Property.
®) The fiscal year 2021-22 Development Special Tax levy is based on projected debt service for the 2021 Bonds and administrative expenses. Assumes all parcels in the District

are Undeveloped Property.

@ per the Rate and Method, Developed Property means all taxable parcels for which the 24-month anniversary of the Parcel Lease Execution Date has occurred in the preceding
fiscal year. The Parcel Lease Execution Date for Parcel G was June 25, 2020, therefore the parcel will become Developed Property in fiscal year 2022-23. The fiscal year 2022-

23 Development Special Tax levy is based on projected debt service for the 2021 Bonds and administrative expenses.
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®) The Parcel Lease Execution Date for the remaining Phase | parcels is [expected to occur on September 16, 2020]. The fiscal year 2023-24 Development Special Tax levy
assumes Parcels A, B, and F are also Developed Property. Per Section F of the Rate and Method, the Maximum Development Special Tax is levied on all parcels of Developed

Property.
Sources: Port of San Francisco; Integra Realty Resources; Goodwin Consulting Group, Inc.
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Property Values

Assessed Value. The aggregate assessed value of the Taxable Parcels within the District, as shown
on the tax roll for Fiscal Year 2020-21, is $29,354,677 (sources: San Francisco Assessor’s Office; Goodwin
Consulting Group, Inc.). The sale prices of the Taxable Parcels on which the Assessed Value is based were
established through [ ], and, as a result, such sales prices, and consequently the assessed
value, may not be reflective of an arms-length market transaction with adequate market exposures.
Accordingly, there can be no assurance that the assessed valuations of the Taxable Parcels with the District
accurately reflect market values.

Appraisal Report. The following is a summary of certain provisions of the Appraisal Report, which
should be read in conjunction with the full text of the Appraisal Report set forth in Appendix G. None of
the City, the District or the Underwriter make any representation as to the accuracy or completeness of the
Appraisal Report.

The Appraisal Report was based on certain assumptions and limiting conditions as described
in detail beginning on page [181] thereof. See Appendix G.

The Appraisal Report of the leasehold interest in all Taxable Parcels within the District dated
October 21, 2020, was prepared by the Appraiser in connection with the issuance of the 2021 Bonds. The
purpose of the Appraisal Report was to estimate the aggregate market value of the leasehold interest in all
Taxable Parcels in the District as of April 22, 2020, [update anticipated before bond sale] which is the
effective date of the Appraisal Report. The inspection of the Taxable Parcels in the District occurred on
April 22, 2020. The values are subject to a hypothetical condition that the proceeds of the 2021 Bonds are
available to reimburse for certain of the public improvements in the District that have been completed as of
the date indicated in the Appraisal Report.

The Appraisal Report appraised the leasehold interest value of Taxable Parcels within the District,
but excluded Block D2 (intended to include a parking garage and retail space) within the District. The
developable uses of Block D2 are not subject to the lien of the Development Special Tax securing the
Bonds.

Valuation Method. The Appraisal Report’s analysis begins with income capitalization approaches
to determine the market value of the subject blocks as if development was complete and stabilized. The
income capitalization approach reflects the market’s perception of a relationship between a property’s
potential income and its market value. This approach converts the anticipated net income from ownership
of a property into a value indication through capitalization. The primary methods are direct capitalization
and discounted cash flow analysis, with one or both methods applied, as appropriate.

Next, the Appraisal Report employed extraction analyses to determine the value of the underlying
land. An extraction analysis takes into account home prices, direct and indirect construction costs, accrued
depreciation, and developer’s incentive in order to arrive at an estimate of lot value. The Appraisal Report
conducted an extraction analysis for each of the District’s taxable blocks.

Finally, the subdivision development method is used to estimate the market value of the Taxable
Parcels in the District. The subdivision development method is a form of discounted cash flow analysis in
which the expected revenue, absorption period, expenses and internal rate of return associated with the
development and sell-off of the various land use components comprising the subject property to end users
are considered.
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The Appraisal Report reconciles the various indications above into a conclusion of value based on
an evaluation of the quantity and quality of available data in each approach and the applicability of each
approach to the property type.

Value Estimate. Subject to the various conditions and assumptions set forth in the Appraisal
Report, the Appraiser estimated that, as of April 22, 2020, [update anticipated before bond sale] the market
value in bulk of the leasehold interest in the Taxable Parcels within the District is $150,400,000. The
Appraisal Report is set forth in full in Appendix G.

The value of property within the District is an important factor in determining the investment
quality of the 2021 Bonds. If a taxpayer defaults in the payment of the Development Special Tax, the
District’s primary remedy is to foreclose on the leasehold interest in the delinquent property in an attempt
to obtain funds with which to pay the delinquent Development Special Tax. The Development Special Tax
is not a personal obligation of the owners or tenants of the property. A variety of economic, political and
natural occurrences incapable of being accurately predicted can affect property values.

Projected Development Special Tax Levy, Assessed Values and Value to Lien Ratios

The following table sets forth the projected Development Special Tax Levy, maximum
Development Special Tax Revenue and a summary of value-to-lien ratios. Pursuant to the Act and the Rate
and Method, the principal amount of the 2021 Bonds is not allocable among the parcels in the District based
on the value of the parcels. A downturn of the economy or other market factors may depress assessed values
and hence the value-to-lien ratios. See “SPECIAL RISK FACTORS - Value to Lien Ratios” herein.

[Remainder of page intentionally left blank.]
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Table 11

City and County of San Francisco
Special Tax District No. 2020-1
(Mission Rock Facilities and Services)
Maximum Development Special Tax Revenues, Fiscal Year 2023-24 Projected Development Special Tax Levy, and Summary of Value-to-Lien Ratios
(Development Status as

, 2020)

Projected Development Special Tax Levy

Maximum Development Special Tax Revenues

FY 2020-21
Market- FY 2023-24 Expected
Rate Total Projected Maximum
Residential Office Expected Development Average Development Average
Planning Square Square Square Appraised Special Tax Allocated Bond Value- Special Tax Allocated Bond  Value-to-

Parcel Phase  Footage® Footage® Footage® Value Levy Debt*@ to-Lien* Revenues Debt*® Lien*
Parcel A 1 146,000 48,447 194,447  $ 9,306,600 $ 1,696,805 $ 10,387,764 0.90 $ 1,598,937 $ 4,509,649 2.06
Parcel B 1 0 255,008 255,008 22,036,800 1,794,188 10,983,936 2.01 1,690,703 4,768,466 4.62
Parcel F 1 113,000 0 113,000 15,840,500 1,049,461 6,424,755 2.47 988,931 2,789,184 5.68
Parcel G 1 0 283,323 283,323 35,297,500 1,993,407 12,203,545 2.89 1,878,431 5,297,936 6.66
Subtotal 259,000 586,778 845,778  $ 82,481,400 $ 6,533,860 $ 40,000,000 2.06 $ 6,157,003 $ 17,365,234 4.75
Parcel C 2 0 355,000 355,000 $ 21,000,100 $ 0 $ 0 0.00 $ 2,353,650 $ 6,638,244 3.16
Parcel D 2 76,800 0 76,800 5,882,900 0 0 0.00 672,123 1,895,658 3.10
Parcel E 3 0 141,000 141,000 8,390,400 0 0 0.00 934,830 2,636,598 3.18
Parcel H 4 96,000 49,999 145,999 9,716,400 0 0 0.00 1,171,647 3,304,518 2.94
Parcel | 4 0 152,000 152,000 8,197,500 0 0 0.00 1,007,760 2,842,290 2.88
Parcel J 4 0 152,000 152,000 8,149,300 0 0 0.00 1,007,760 2,842,290 2.87
Parcel K 4 62,400 49,999 112,399 6,582,000 0 0 0.00 877,593 2,475,167 2.66
Subtotal 235,200 899,998 1,135,198 $ 67,918,600 $ 0 3 0 0.00 $ 8,025,363 $ 22,634,766 3.00
Total 494,200 1,486,776 1,980,976  $ 150,400,000 $ 6,533,860 $ 40,000,000 3.76 $ 14,182,366 $ 40,000,000 3.76

* Preliminary, subject to change

(@ Based on Attachment 3 of the Rate and Method.

@ Allocated based on the projected fiscal year 2023-24 Development Special Tax levy.
@ Allocated based on the fiscal year 2020-21 maximum Development Special Tax revenues.
Sources: Integra Realty Resources; Goodwin Consulting Group, Inc.
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Delinquency History

Under the provisions of the Special Tax Financing Law, the Development Special Taxes, from
which funds necessary for the payment of principal of, and interest on, the 2021 Bonds derived, will be
billed to holders of Leasehold Interests on their regular property tax bills. Such Development Special Tax
installments are due and payable, and bear the same penalties and interest for non-payment, as do regular
property tax installments. Development Special Tax installment payments cannot generally be made
separately from property tax payments. Therefore, the unwillingness or inability of a holder of a Leasehold
Interest to pay regular property tax bills as evidenced by property tax delinquencies may also indicate an
unwillingness or inability to make Development Special Tax installment payments in the future. See the
caption “SPECIAL RISK FACTORS - Tax Delinquencies.”

Development Special Taxes have not been levied in prior Fiscal Years, thus offering no historical
information regarding payment delinquencies. Because the County’s Teeter Plan is not available for the
Development Special Taxes, collections of the Development Special Taxes will reflect actual deficiencies.
Neither the City, the Underwriter nor the District can predict the willingness or ability of the holders of
Leasehold Interests to pay the Development Special Taxes when the levy thereof commences in or about
Fiscal Year 2020-21.

See the caption “SECURITY FOR THE BONDS - Covenant for Superior Court Foreclosure” for
a discussion of the provisions that apply, and procedures that the District is obligated to follow, in the event
of delinquency in the payment of Development Special Tax installments.

Direct and Overlapping Debt

The following table details the direct and overlapping debt currently encumbering property within
the District.

Table 12

[to come]
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SPECIAL RISK FACTORS

The following is a discussion of certain risk factors which should be considered, in addition to
other matters set forth herein, in evaluating the investment quality of the 2021 Bonds. This discussion does
not purport to be comprehensive or definitive. The occurrence of one or more of the events discussed herein
could adversely affect the ability or willingness of holders of Leasehold Interests in the District to pay their
Development Special Taxes when due. Such failures to pay Development Special Taxes could result in the
inability of the City to make full and punctual payments of debt service on the 2021 Bonds. In addition, the
occurrence of one or more of the events discussed herein could adversely affect the value of the property
in the District or the District’s ability to recover delinquent Development Special Taxes in foreclosure
proceedings.

Real Estate Investment Risks

Generally. The Bondowners will be subject to the risks generally incident to an investment secured
by real estate, including, without limitation, (i) adverse changes in local market conditions, such as changes
in the market value of real property in the vicinity of the District, the supply of or demand for competitive
properties in such area, and the market value of residential properties and/or sites in the event of sale or
foreclosure, (ii) changes in real estate tax rates and other operating expenses, government rules (including,
without limitation, zoning laws and restrictions relating to threatened and endangered species) and fiscal
policies and (iii) natural disasters (including, without limitation, earthquakes, subsidence and floods), which
may result in uninsured losses, or natural disasters elsewhere in the country or other parts of the world
affecting supply of building materials that may cause delays in construction. The occurrence of one or more
of the events discussed herein could adversely affect the ability or willingness of holders of Leasehold
Interests in the District to pay their Development Special Taxes when due. See “THE CITY - Impact of
COVID-19 Pandemic on San Francisco Economy” herein.

Public Infrastructure Construction Delays. Phase I public infrastructure is under construction by
the Phase 1 Sub. The Vertical Developers of Blocks A, B, F and G will require completion of certain
portions of the Phase 1 Horizontal Improvements in order to receive regulatory approval to occupy the
buildings they construct. The Phase 1 Sub is obligated to construct the Horizontal Improvements, and is
party to a Public Improvement Agreement (“PIA”) with the City, pursuant to which the Phase 1 Sub has
provided subdivision improvement bonds for use by the City in the event the Phase 1 Sub fails to complete
construction of the Phase 1 Horizontal Improvements. However, the City has no obligation to complete
construction of the Phase 1 Horizontal Improvements if Phase 1 Sub fails to complete construction, and a
determination to complete Phase 1 Horizontal Improvements would be subject to approval by the Board of
Supervisors. [The Vertical Developers will have Vertical Coordination Agreements (“VCAS”) with the
[Phase 1 Sub/Master Developer] which set forth a schedule for construction by the [Phase 1 Sub/Master
Developer]’s of the Horizontal Improvements obligations, but the Vertical Developers will not have the
right, either through the PIA or the VCAS, to construct the Horizontal Improvements required to obtain
regulatory approvals to occupy the buildings to be constructed on Blocks A, B, F and G.

Phase I Horizontal Improvements include the use of lightweight cellular concrete (“LCC”) in-lieu
of native fill materials beneath the roadways and public spaces. Since LCC has not been applied to such
areas before in San Francisco, the City requires this material to meet its adopted design criteria, be subject
to a ten-year warranty period, while monitoring its post-construction performance, before fully accepting
the LCC infrastructure. Prior to approving the use of LCC as part of the Phase | Horizontal Improvements,
the City convened two independent panels to review the Phase | Sub’s engineering proposal for the use of
LCC and undertook an 18-month period of diligence including a test of LCC on the Mission Rock Project
site. If the LCC does not meet the City’s final acceptance criteria, then the Phase 1 Sub is obligated under
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the Mission Rock Project entitlements to take actions to repair, remediate, or replace the failed
infrastructure.

Should the Phase 1 Sub fail to complete construction of the Phase 1 Horizontal Improvements, the
buildings to be constructed will not have access to public infrastructure and will be inherently less valuable
than property with access to public infrastructure and provide less security to the Bondowners in the event
the District forecloses on a Leasehold Interest due to the nonpayment of Development Special Taxes. Any
delays in developing required infrastructure, or the decision not to construct required infrastructure, may
affect the willingness and ability of the holders of Leasehold Interests in property within the District to pay
the Development Special Taxes when due.

Moreover, there can be no assurance that the means and incentive to construct the Phase 1
Horizontal Improvements within the District will not be adversely affected by a deterioration of economic
conditions, natural disasters or future local, State and federal governmental policies relating to infrastructure
development.

Failure to Develop Properties. As of , 2020, is under
construction. Unimproved or partially improved property is inherently less valuable than property with
improvements on it, especially if there are restrictions on development, and provides less security to the
Bondowners in the event the District forecloses on a Leasehold Interest due to the nonpayment of
Development Special Taxes. Any delays in developing unimproved property, or the decision not to
construct improvements on such property, may affect the willingness and ability of the holders of Leasehold
Interests in property within the District to pay the Development Special Taxes when due.

Land development is subject to comprehensive federal, State and local regulations. Approval is
required from various agencies in connection with the layout and design of developments, the nature and
extent of improvements, construction activity, land use, zoning, school and health requirements, as well as
numerous other matters. There is always the possibility that such approvals will not be obtained or, if
obtained, will not be obtained on a timely basis. Failure to obtain any such agency approval or to satisfy
such governmental requirements could adversely affect planned land development. In addition, there is a
risk that future governmental restrictions, including, but not limited to, governmental policies restricting or
controlling development within the District, will be enacted, and a risk that future voter approved land use
initiatives could add more restrictions and requirements on development within the District.

Moreover, there can be no assurance that the means and incentive to conduct land development
operations within the District will not be adversely affected by a deterioration of the real estate market and
economic conditions or future local, State and federal governmental policies relating to real estate
development, the income tax treatment of real property ownership or Leasehold Interests, the national
economy, or natural disasters.

The Vertical Developers may need continued financing to complete the development of the
property within District. No assurance can be given that the required funding will be secured or that the
proposed development will be partially or fully completed, and it is possible that cost overruns will be
incurred that will require additional funding beyond what the Vertical Builders have projected, which may
or may not be available.

Concentration of Ownership of Leasehold Interests. Failure of any significant holder of Leasehold
Interests in Taxable Parcels in the District to pay the annual Development Special Taxes when due could
result in the rapid, total depletion of the 2021 Reserve Fund prior to replenishment from the resale of the
Leasehold Interest upon a foreclosure or otherwise or prior to delinquency redemption after a foreclosure
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sale, if any. In that event, there could be a default in payments of the principal of and interest on the
2021 Bonds.

None of the holders of Leasehold Interests is obligated in any manner to continue to own, or to
develop, any of such property. The Development Special Taxes are not a personal obligation of the owners
of the Leasehold Interests on which such Development Special Taxes are levied, and no assurances can be
given that the holder of the Leasehold Interest in property within the District will be financially able to pay
the Development Special Taxes levied on such Leasehold Interest or that they will choose to pay even if
financially able to do so. Such risk is greater and its consequence more severe when ownership of Leasehold
Interests is concentrated and may be expected to decrease when ownership of the Leasehold Interests is
diversified.

COVID-19 Pandemic

On February 11, 2020, the World Health Organization announced the official name for the outbreak
of a new disease, COVID-19, caused by a strain of novel coronavirus, an upper respiratory tract illness
which has since spread across the globe. The spread of COVID-19 is having significant adverse health and
financial impacts throughout the world, including the City. The World Health Organization has declared
the COVID-19 outbreak to be a pandemic, and states of emergency have been declared by the President of
the United States, the Governor of the State of California and the Mayor of the City.

To date there have been over 11,000 confirmed cases of COVID-19 in the City, and health officials
expect the number of confirmed cases to continue grow. The outbreak has resulted in the imposition of
restrictions on mass gatherings and widespread closings of businesses, universities and schools (including
the San Francisco Unified School District) throughout the United States. On June 9, 2020, the National
Bureau of Economic Research determined that the United States had entered into a recession during the
prior months. The COVID-19 pandemic has disrupted the regional and local economy with widespread
business closures and significantly higher levels of unemployment.

In addition, stock markets in the United States and globally experienced sharp declines in market
value following the onset of the COVID-19 emergency and, although market values have rebounded,
increased volatility in the financial markets continues. It is widely expected that global, national and local
economies will continue to be negatively affected by the COVID-19 pandemic, at least for some period of
time.

All counties in the Bay Area (including the City) announced shelter-in-place (“Shelter-in-Place”)
emergency orders, which direct individuals to stay home, except for certain limited travel for the conduct
of essential services. Most retail establishments (including restaurants, bars and nightclubs, entertainment
venues and gyms) were closed in response to the Shelter-in-Place order. The Governor of the State
announced a similar Shelter-in-Place emergency order effective for the entire State. The State and various
counties have allowed limited reopening of retail establishments, at times under limitations such as only
providing outdoor or curbside service, based on local performance against public health indicators.

[On May 28, 2020, Mayor Breed released a multi-stage reopening plan for the City. The reopening
plan outlined anticipated stages for businesses and activities to resume operations in San Francisco
dependent on key health indicators. A June 11, 2020 update to the City’s Shelter-in-Place order provided
guidance for new allowable business operations including outdoor dining, in-store retail, and non-essential
office work. Further reopenings proposed for June 29, 2020 and July 13, 2020 were paused due to an
increase in local COVID-19 cases. On July 17, 2020, the same day San Francisco was placed on the State
of California’s county watch list, Mayor Breed and Dr. Grant Colfax announced that the City’s schedule
for reopening would remain on pause to slow the spread of COVID-19.
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On August 28, 2020 the State adopted a new, color coded, four-tiered framework to guide
reopening statewide. Counties can be more restrictive than this State framework. Beginning on August 31,
2020, the City has been designated to be in the red tier (the second most restrictive tier). Most of the
surrounding Bay Area counties have been designated the purple tier (the most restrictive tier).

On September 29, 2020, based on the City moving into the less-restrictive orange tier, the City
announced it will move forward on reopening indoor restaurants and places of worship, and other activities
including plans for outdoor family entertainment, playgrounds and indoor movie theaters. Future updates
to the City’s Order are uncertain at this time, and there can be no assurances that more restrictive
requirements previously in place will not be re-imposed.]

The impact of COVID-19 and public health orders is likely to evolve over time, which could
adversely impact the development within District and the Mission Rock Project as a whole, including, but
not limited to, one or more of the following ways: (i) potential supply chain slowdowns or shutdowns
resulting from the unavailability of workers in locations producing construction materials; (ii) slowdowns
or shutdowns by local governmental agencies in providing governmental permits, inspections, title and
document recordation, and other services and activities associated with real estate development; (iii) delays
in construction where one or more members of the workforce contracts COVID-19; (iv) continued extreme
fluctuations in financial markets and contraction in available liquidity; (v) extensive job losses and declines
in business activity across important sectors of the economy; (vi) declines in business and consumer
confidence that negatively impact economic conditions or cause an economic recession and (vii) the failure
of government measures to stabilize the financial sector and introduce fiscal stimulus to counteract the
economic impact of the pandemic.

The COVID-19 outbreak is ongoing, and its duration and severity and economic effects are
uncertain in many respects. Also uncertain are the actions that may be taken by Federal and State
governmental authorities to contain or mitigate the effects of the outbreak. The ultimate impact of COVID-
19 on the operations and finances of the City, the District, the Master Developer or the Vertical Developers
is not fully known, and it may be some time before the full adverse impact of the COVID-19 outbreak is
known. Further, there could be future COVID-19 outbreaks or other public health emergencies that could
have material adverse effects on the operations and finances of the City, the District, the Master Developer
or the Vertical Developers.

The 2021 Bonds are limited obligations of the City, secured by and payable solely from Revenues
and the funds pledged therefor under the Fiscal Agent Agreement. Information in this section about the
potential impact of COVID-19 on the City’s finances is for informational purposes only. The City has no
obligation to pay debt service on the 2021 Bonds from any sources other Revenues and the funds pledged
therefor under the Fiscal Agent Agreement. Neither the City, the Underwriter, the Master Developer nor
the Vertical Developers can predict the ultimate effects of the COVID-19 outbreak or whether any such
effects will not have material adverse effect on the ability to develop the Mission Rock Project, including
District, as planned and described herein, or the availability of Development Special Taxes from District
in an amount sufficient to pay debt service on the 2021 Bonds. See “SECURITY FOR THE BONDS -
Limited Obligation” and “THE CITY - Impact of COVID-19 Pandemic on San Francisco Economy” herein.

Parity Taxes and Special Assessments

The Development Special Taxes and any penalties thereon will constitute a lien against the
Leasehold Interests on which they will be annually imposed until they are paid. Such lien is on a parity
with all special taxes (including the other special taxes levied under the Rate and Method) and special
assessments levied by the City and other agencies and is co-equal to and independent of the lien for general
property taxes regardless of when they are imposed upon the same property. The Development Special
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Taxes have priority over all existing and future private liens imposed on the Leasehold Interests. The City,
however, has no control over the ability of other agencies to issue indebtedness secured by other special
taxes or assessments payable from all or a portion of the Leasehold Interests within the District. Any such
other special taxes or assessments may have a lien on such Leasehold Interests on a parity with the
Development Special Taxes.

Value to Lien Ratios

Value-to-lien ratios have traditionally been used in land-secured bond issues as a measure of the
“collateral” supporting the willingness of property owners or lessees to pay their special taxes and
assessments (and, in effect, their general property taxes as well). The value-to-lien ratio is mathematically
a fraction, the numerator of which is the value of the property or leasehold interest as measured by assessed
values or appraised values and the denominator of which is the “lien” of the assessments or special taxes.
A value to lien ratio should not, however, be viewed as a guarantee for credit-worthiness. Land and
leasehold interest values are sensitive to economic cycles. Assessed values may not reflect the current
market value of property or a leasehold interest in such property. A downturn of the economy or other
market factors may depress land or leasehold interest values and lower the value-to-lien ratios. Further, the
value-to-lien ratio cited for a bond issue is an average. Individual parcels in a community facilities district
may fall above or below the average, sometimes even below a 1:1 ratio. (With a ratio below 1:1, the
property value is less than its allocable share of debt.) Although judicial foreclosure proceedings can be
initiated rapidly, the process can take several years to complete, and the bankruptcy courts may impede the
foreclosure action. No assurance can be given that, should a Leasehold Interest with delinquent
Development Special Taxes be foreclosed upon and sold, any bid will be received for such Leasehold
Interest or, if a bid is received, that such bid will be sufficient to pay all delinquent Development Special
Taxes. Finally, local agencies may form overlapping community facilities districts or assessment districts.
Local agencies typically do not coordinate their bond issuances. Debt issuance by another entity could
dilute value to lien ratios.

Billing of Development Special Taxes

A special tax formula can result in a substantially heavier property tax burden being imposed upon
properties within a community facilities district than elsewhere in a city or county, and this in turn, along
with various other factors, can lead to problems in the collection of the special tax. In some community
facilities districts, taxpayers have refused to pay the special tax and have commenced litigation challenging
the special tax, the community facilities district and the bonds issued by a community facilities district.

Under provisions of the Act, the Development Special Taxes are levied on Leasehold Interests in
Taxable Parcels within the District that were entered on the Assessment Roll of the County Assessor by
January 1 of the previous Fiscal Year. Such Development Special Tax installments are due and payable,
and bear the same penalties and interest for non-payment, as do regular property tax installments.
Ordinarily, these Development Special Tax installment payments cannot be made separately from property
tax payments. Therefore, the unwillingness or inability of the holder of a Leasehold Interest to pay regular
property tax bills as evidenced by property tax delinquencies may also indicate an unwillingness or inability
to make installment payments of Development Special Taxes in the future. See “SECURITY FOR THE
BONDS - Covenant for Superior Court Foreclosure,” for a discussion of the provisions which apply, and
procedures which the City is obligated to follow, in the event of delinquency in the payment of installments
of Development Special Taxes.
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Collection of Development Special Taxes

The City has covenanted in the Fiscal Agent Agreement to institute foreclosure proceedings under
certain conditions against Leasehold Interests with delinquent Development Special Taxes to obtain funds
to pay debt service on the 2021 Bonds. If foreclosure proceedings were instituted, any mortgage or deed of
trust holder could, but would not be required to, advance the amount of the delinquent Development Special
Taxes to protect its security interest. If such foreclosure is necessary, there could be a delay in principal and
interest payments to the owners of the 2021 Bonds pending prosecution of the foreclosure proceedings and
receipt of the proceeds of the foreclosure sale, if any. No assurances can be given that the Leasehold Interest
subject to foreclosure and sale at a judicial foreclosure sale would be sold or, if sold, that the proceeds of
such sale would be sufficient to pay any delinquent Development Special Taxes instaliment. Although the
Act authorizes the City to cause such an action to be commenced and diligently pursued to completion, the
City is not required to purchase or otherwise acquire any Leasehold Interest sold at the foreclosure sale if
there is no other purchaser at such sale. See “SECURITY FOR THE BONDS - Covenant for Superior
Court Foreclosure.”

Maximum Development Special Tax Rates

Within the limits of the Rate and Method, the City may adjust the Development Special Taxes
levied on all property within the District to provide the amount required each year to pay annual debt service
on the 2021 Bonds and to replenish the 2021 Reserve Fund to an amount equal to the 2021 Reserve
Requirement, but the Development Special Tax levy on a Leasehold Interest in a Taxable Parcel may not
increase by more than 10% of the Maximum Development Special Tax as a consequence of delinquencies
or defaults in payment of Development Special Taxes levied on Leasehold Interests in another Parcel(s) in
the District. However, the amount of Development Special Taxes that may be levied against particular
categories of property is subject to the maximum tax rates set forth in the Rate and Method. In the event of
significant Development Special Tax delinguencies, there is no assurance that the maximum tax rates for
property in the District would be sufficient to meet debt service obligations on the 2021 Bonds. See
“SECURITY FOR THE BONDS -Development Special Tax Account” and APPENDIX B — “RATE AND
METHOD OF APPORTIONMENT OF SPECIAL TAXES.”

Insufficiency of Development Special Taxes

Under the Rate and Method, the annual amount of Development Special Tax to be levied on each
Leasehold Interest in a Taxable Parcel in the District will be based primarily on the property use category
or categories and corresponding square footages. See APPENDIX B - “RATE AND METHOD OF
APPORTIONMENT OF SPECIAL TAXES” and “SECURITY FOR THE BONDS - Rate and Method of
Apportionment of Special Taxes.” The Act provides that, if any Leasehold Interest in property within the
District not otherwise exempt from the Development Special Tax is acquired by a public entity through a
negotiated transaction, or by a gift or devise, the Development Special Tax will continue to be levied on
and enforceable against the public entity that acquired the Leasehold Interest. In addition, the Act provides
that, if a Leasehold Interest in property subject to the Development Special Tax is acquired by a public
entity through eminent domain proceedings, the obligation to pay the Development Special Tax with respect
to that Leasehold Interest is to be treated as if it were a special assessment and be paid from the eminent
domain award. The constitutionality and operation of these provisions of the Act have not been tested in
the courts. Moreover, if a substantial portion of Leasehold Interests within the District became exempt from
the Development Special Tax because of public ownership, or otherwise, the maximum Development
Special Tax which could be levied upon the remaining Leasehold Interests might not be sufficient to pay
principal of and interest on the 2021 Bonds when due and a default could occur with respect to the payment
of such principal and interest. Only Leasehold Interests may be subject to the Development Special Tax.
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The fee interest of the City in the property within in the District is not subject to the Development Special
Tax.

Tax Delinquencies

Under provisions of the Act, the Development Special Taxes, from which funds necessary for the
payment of principal of, and interest on, the 2021 Bonds are derived, will be billed to the holders of
Leasehold Interests within the District on the regular property tax bills sent to holders of Leasehold Interest
in such properties. Such Development Special Tax installments are due and payable consistent with, and
bear the same penalties and interest for non-payment, as regular property tax installments. Development
Special Tax installment payments cannot be made to the County Tax Collector separately from property
tax payments. Therefore, the unwillingness or inability of a holder of a Leasehold Interest in property to
pay regular property tax bills as evidenced by property tax delinquencies may also indicate an unwillingness
or inability to make Development Special Tax installment payments in the future.

See “SECURITY FOR THE BONDS - 2021 Reserve Fund” and “SECURITY FOR THE BONDS
— Covenant for Superior Court Foreclosure,” for a discussion of the provisions which apply, and procedures
which the District is obligated to follow under the Fiscal Agent Agreement, in the event of delinquency in
the payment of Development Special Tax installments.

Because the Teeter Plan is not available, collections of Development Special Taxes will reflect
actual delinquencies.

Exempt Properties

The Act provides that properties or entities of the State, federal or local government are exempt
from the Development Special Taxes; provided, however, the Act further provides that a Leasehold Interest
within the District acquired by a public entity through a negotiated transaction or by gift or devise, which
is not otherwise exempt from the Development Special Taxes, will continue to be subject to the
Development Special Taxes. The Act also provides that if property subject to the Development Special
Taxes is acquired by a public entity, including the City, through eminent domain proceedings, the obligation
to pay the Development Special Taxes with respect to that property is to be treated as if it were a special
assessment. The constitutionality and operation of these provisions of the Act have not been tested. In
particular, insofar as the Act requires payment of the Development Special Taxes by a federal entity
acquiring property within the District, it may be unconstitutional. Only Leasehold Interests may be subject
to the Development Special Tax. The fee interest of the City in the property within in the District is not
subject to the Development Special Tax.

Disclosure to Future Lessees

Pursuant to Section 53328.3 of the Act, the City has recorded a Notice of Special Tax Lien. The
sellers of real property subject to the Development Special Tax within the District are required to give
prospective buyers a Notice of Special Tax in accordance with Sections 53340.2 and 53341.5 of the Act.
While title companies normally refer to the Notice of Special Tax Lien in title reports, there can be no
guarantee that such reference will be made or the seller’s notice given or, if made and given, that a
prospective purchaser or lender will consider such Development Special Tax obligation in the purchase of
a property or the lending of money thereon. Failure to disclose the existence of the Development Special
Taxes could affect the willingness and ability of future holders of Leasehold Interests within the District to
pay the Development Special Taxes when due.

100770313.7
61



Potential Early Redemption of Bonds from Development Special Tax Prepayments

In the event a Leashold Interest within the District is purchased by a public entity, the Act provides
that the Board of Supervisors may permit such public entity to prepay the Development Special Taxes
relating to such Leasehold Interest, but only if the Board of Supervisors finds and determines that the
prepayment arrangement will fully protect the interests of the owners of the 2021 Bonds. Such payments
will result in a mandatory redemption of 2021 Bonds from Development Special Tax prepayments on the
Interest Payment Date for which timely notice may be given under the Fiscal Agent Agreement following
the receipt of such Development Special Tax Prepayment. The resulting redemption of 2021 Bonds
purchased at a price greater than par could reduce the otherwise expected yield on such 2021 Bonds. See
“THE 2021 BONDS - Redemption —Redemption from Development Special Tax Prepayments” herein.

Future Indebtedness

The cost of any additional improvements may well increase the public and private debt for which
the Leasehold Interests in the District provides security, and such increased debt could reduce the ability or
desire of holders of Leasehold Interests to pay the Development Special Taxes levied against the Leasehold
Interests in the District. The City has the authority, on behalf of the District, to issue additional bonded
indebtedness and other debt from the other special taxes that may be levied under the Rate and Method;
these special taxes have a lien on a parity with the lien of the Development Special Taxes. [Describe near-
term plans for debt payable from other District special taxes.] In addition, in the event any additional
improvements or fees are financed pursuant to the establishment of an assessment district or another district
formed pursuant to the Act, any taxes or assessments levied to finance such improvements may have a lien
on a parity with the lien of the Development Special Taxes. The City is authorized to issue on behalf of the
District bonded indebtedness and other debt, including the 2021 Bonds, Parity Bonds and bonds payable
from other special taxes levied under the Rate and Method in an aggregate amount not to exceed
$3.7 billion. See “SECURITY FOR THE BONDS - Parity Bonds.”

Natural Disasters and Other Events

Natural or man-made disasters, such as flood, wildfire, tsunamis, toxic dumping or acts of
terrorism, could also cause a reduction in the assessed value of taxable property within the City generally
and/or specifically in the District. Economic and market forces, such as a downturn in the Bay Area’s
economy generally, can also affect assessed values, particularly as these forces might reverberate in the
residential housing and commercial property markets. Such events could also damage critical City
infrastructure, including without limitation the seawall at Seawall Lot 337. For example, in August 2013, a
massive wildfire in Tuolumne County and the Stanislaus National Forest burned over 257,135 acres (the
“Rim Fire”), which area included portions of the City’s Hetch Hetchy Project. The Hetch Hetchy Project is
comprised of dams (including O’Shaughnessy Dam), reservoirs (including Hetch Hetchy Reservoir which
supplies 85% of San Francisco’s drinking water), hydroelectric generator and transmission facilities and
water transmission facilities. Hetch Hetchy facilities affected by the Rim Fire included two power
generating stations and the southern edge of the Hetch Hetchy Reservoir. There was no impact to drinking
water quality. The City’s hydroelectric power generation system was interrupted by the fire, forcing the
San Francisco Public Utilities Commission to spend approximately $1.6 million buying power on the open
market and using existing banked energy with PG&E. The Rim Fire inflicted approximately $40 million in
damage to parts of the City’s water and power infrastructure located in the region. In September 2010, a
Pacific Gas and Electric Company (“PG&E”) high pressure natural gas transmission pipeline exploded in
San Bruno, California, with catastrophic results. There are numerous gas transmission and distribution
pipelines owned, operated and maintained by PG&E throughout the City.
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As a result of the occurrence of events like those described in the preceding paragraph, a substantial
portion of the Leasehold Interest owners in the District may be unable or unwilling to pay the Development
Special Taxes when due, and the 2021 Reserve Fund for the 2021 Bonds may become depleted. In addition,
the total assessed value can be reduced through the reclassification of taxable property to a class exempt
from taxation, whether by ownership or use (such as exemptions for property owned by State and local
agencies and property used for qualified educational, hospital, charitable or religious purposes).

Seismic Risks

General. The City is located in a seismically active region. Active earthquake faults underlie both
the City and the surrounding Bay Area. Seismic events may cause damage, or temporary or permanent loss
of occupancy to buildings in the District, as well as to transportation infrastructure that serves the District.
These faults include 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, as well as a number of other significant faults in the region. Historical
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 surrounding areas. 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.
The City did not suffer any material damage as a result of this earthquake.

California Earthquake Probabilities Survey. In March 2015, the Working Group on California
Earthquake Probabilities (a collaborative effort of the U.S. Geological Survey (U.S.G.S.), the California
Geological Survey, and the Southern California Earthquake Center) reported that there is a 72% chance that
one or more earthquakes of magnitude 6.7 or larger will occur in the San Francisco Bay Area before the
year 2042. Such earthquakes may be very destructive. In addition to the potential damage to buildings
subject to the Development Special Tax, due to the importance of San Francisco as a tourist destination and
regional hub of commercial, retail and entertainment activity, a major earthquake anywhere in the Bay Area
may cause significant temporary and possibly long-term harm to the City’s economy, tax receipts, and
residential and business real property values, including in the District.

Earthquake Safety Implementation Plan (“ESIP’"). ESIP began in early 2012, evolving out of the
key recommendations of the Community Action Plan for Seismic Safety (“CAPSS”), a 10-year-long study
evaluating the seismic vulnerabilities San Francisco faces. The CAPSS Study prepared by the Applied
Technology Council looked at the impact to all of San Francisco’s buildings and recommended a 30-year
plan for action. As a result of this plan, San Francisco has mandated the retrofit of nearly 5,000 soft-story
buildings housing over 111,000 residents by September 2020. Future tasks will address the seismic
vulnerability of older nonductile concrete buildings, which are at high risk of severe damage or collapse in
an earthquake.

Risk of Tsunami. The California Geological Survey (“CGS”), in concert with the California
Emergency Management Agency and the Tsunami Research Center at the University of Southern
California, has produced statewide tsunami inundation maps. CGS has identified most of the District as
being located in the San Francisco Tsunami Inundation Zone.

Risk of Sea Level Changes and Flooding

Numerous scientific studies on global climate change show that, among other effects on the global
ecosystem, sea levels will rise, extreme temperatures will become more common, and extreme weather
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events will become more frequent as a result of increasing global temperatures attributable to atmospheric
pollution.

The Fourth National Climate Assessment, published by the U.S. Global Change Research Program
in November 2018 (“NCAA4”), 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. NCA4 states that rising temperatures, sea
level rise, and changes in extreme events are expected to increasingly disrupt and damage critical
infrastructure and property and regional economies and industries that depend on natural resources and
favorable climate conditions. Disruptions could include more frequent and longer-lasting power outages,
fuel shortages and service disruptions. NCAA4 states that the continued increase in the frequency and extent
of high-tide flooding due to sea level rise threatens coastal public infrastructure. NCA4 also states that
expected increases in the severity and frequency of heavy precipitation events will affect inland
infrastructure, including access to roads, the viability of bridges and the safety of pipelines.

Sea levels will continue to rise in the future due to the increasing temperature of the oceans causing
thermal expansion and growing ocean volume from glaciers and ice caps melting into the ocean. Between
1854 and 2016, sea level rose about nine inches according to the tidal gauge at Fort Point, underneath the
Golden Gate Bridge. Weather and tidal patterns, including 100-year or more storms and king tides, may
exacerbate the effects of climate related sea level rise. Coastal areas like San Francisco are at risk of
substantial flood damage over time, affecting private development and public infrastructure, including
roads, utilities, emergency services, schools, and parks. As a result, the City could lose considerable tax
revenues and many residents, businesses, and governmental operations along the waterfront could be
displaced, and the City could be required to mitigate these effects at a potentially material cost.

Adapting to sea level rise is a key component of the City’s policies. The City and its enterprise
departments 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 providing a framework for adaptation strategies to
confront these risks. That study shows an upper range of end-of-century projections for permanent sea level
rise, including the effects of temporary flooding due to a 100-year storm, of up to 108 inches above the
2015 average high tide. To implement this Plan, the Mayor’s Sea Level Rise Coordinating Committee, co-
chaired by the Planning Department and Office of Resilience and Capital Planning, joined the Port, Public
Utilities Commission and other public agencies is moving several initiatives forward. This includes a
Citywide Sea Level Rise Vulnerability and Consequences Assessment to identify and evaluate sea level
rise impacts across the city and in various neighborhoods that was released in February 2020.

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, entitled “Rising Seas in California: An Update on Sea Level
Rise Science” (the “Sea Level Rise 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. The
City has incorporated the projections from the 2018 report into its Guidance for Incorporating Sea Level
Rise Guidance into Capital Planning. The Guidance requires that City projects over $5 million consider
mitigation and/or adaptation measures.
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In March 2020, a consortium of State and local agencies, led by the Bay Area Conservation and
Development Commission, released a detailed study entitled, “Adapting to Rising Tides Bay Area:
Regional Sea Level Rise Vulnerability and Adaptation Study,” on how sea level rise could alter the Bay
Area. The study states that a 48-inch increase in the bay’s water level in coming decades could cause more
than 100,000 Bay Area jobs to be relocated, nearly 30,000 lower-income residents to be displaced, and
68,000 acres of ecologically valuable shoreline habitat to be lost. The study further argues that without a
far-sighted, nine county response, the region’s economic and transportation systems could be undermined
along with the environment. Runways at SFO could largely be under water.

Projections of the effects of global climate change on the City are complex and depend on many
factors that are outside the City’s control. The various scientific studies that forecast climate change and its
adverse effects, including sea level rise and flooding risk, are based on assumptions contained in such
studies, but actual events may vary materially. Also, the scientific understanding of climate change and its
effects continues to evolve. Accordingly, the City is unable to forecast when sea level rise or other adverse
effects of climate change (e.g., the occurrence and frequency of 100-year storm events and king tides) will
occur. In particular, the City cannot predict the timing or precise magnitude of adverse economic effects,
including, without limitation, material adverse effects on the business operations or financial condition of
the City and the local economy during the term of the Bonds. While the effects of climate change may be
mitigated by the City’s past and future investment in adaptation strategies, the City can give no assurance
about the net effects of those strategies and whether the City will be required to take additional adaptive
mitigation measures. If necessary, such additional measures could require significant capital resources.

In September 2017, the City filed a lawsuit against the five largest investor-owned oil companies
seeking to have the companies pay into an equitable abatement fund to help fund investment in sea level
rise adaptation infrastructure. In July 2018, the United States District Court, Northern District of California
denied the plaintiffs’ motion for remand to state court, and then dismissed the lawsuit. The City appealed
these decisions to the United States Court of Appeals for the Ninth Circuit, which is pending. While the
City believes that its claims are meritorious, the City can give no assurance regarding whether it will be
successful and obtain the requested relief from the courts, or contributions to the abatement fund from the
defendant oil companies.

The Mission Rock Project is particularly susceptible to the impacts of sea level rise or other impacts
of climate change or flooding because of its location on the waterfront of the City. The City is unable to
predict whether sea level rise or other impacts of climate change or flooding from a major storm will occur,
when they may occur, and if any such events occur, whether they will have a material adverse effect on the
business operations or financial condition of the City, the local economy or, in particular, the Leasehold
Interests in the District that are subject to the Development Special Tax and the ability of a holder of a
Leasehold Interest in the District to pay the Development Special Tax levy.

Hazardous Substances

A serious risk in terms of the potential reduction in the value of a parcel within the District is the
discovery of a hazardous substance. In general, the owners and operators of a parcel within the District
may be required by law to remedy conditions of such parcel relating to release or threatened releases of
hazardous substances. The federal Comprehensive Environmental Response, Compensation and Liability
Act of 1980, sometimes referred to as “CERCLA” or the “Superfund Act,” is the most well- known and
widely applicable of these laws, but other California laws with regard to hazardous substances are also
similarly stringent. Under many of these laws, the owner or operator is obligated to remedy a hazardous
substance condition of the property whether or not the owner or operator had anything to do with creating
or handling the hazardous substance. The effect, therefore, should any of the parcels within the District be
affected by a hazardous substance, would be to reduce the marketability and value of such parcel by the
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costs of remedying the condition. Any prospective purchaser would become obligated to remedy the
condition.

Further it is possible that liabilities may arise in the future with respect to any of the parcels resulting
from the current existence on the parcel of a substance currently classified as hazardous but which has not
been released or the release of which is not presently threatened, or may arise in the future resulting from
the current existence on the parcel of a substance not presently classified as hazardous but which may in
the future be so classified. Further, such liabilities may arise not simply from the existence of a hazardous
substance but from the method in which it is handled. All of these possibilities could significantly affect
the value of a Leasehold Interest within the District that is realizable upon a delinquency.

Bankruptcy and Foreclosure

The payment of taxes by the holders of Leasehold Interests and the ability of the District to
foreclose the lien of a delinquent unpaid Development Special Tax pursuant to its covenant to pursue
judicial foreclosure proceedings, may be limited by bankruptcy, insolvency or other laws generally
affecting creditors’ rights or by the laws of the State relating to judicial foreclosure. See “SECURITY FOR
THE BONDS - Covenant for Superior Court Foreclosure.” In addition, the prosecution of a foreclosure
could be delayed due to many reasons, including crowded local court calendars or lengthy procedural
delays.

The various legal opinions to be delivered concurrently with the delivery of the 2021 Bonds
(including Bond Counsel’s approving legal opinion) will be qualified, as to the enforceability of the various
legal instruments, by moratorium, bankruptcy, reorganization, insolvency or other similar laws affecting
the rights of creditors generally.

In addition, bankruptcy of the holder of a Leasehold Interest (or such lessee’s partner or equity
owner) would likely result in a delay in procuring Superior Court foreclosure proceedings unless the
bankruptcy court consented to permit such foreclosure action to proceed. Such delay would increase the
likelihood of a delay or default in payment of the principal of, and interest on, the 2021 Bonds and the
possibility of delinquent tax installments not being paid in full.

Under 11 U.S.C. Section 362(b)(18), in the event of a bankruptcy petition filed on or after
October 22, 1994, the lien for ad valorem taxes in subsequent fiscal years will attach even if the property is
part of the bankruptcy estate. Bondowners should be aware that the potential effect of 11 U.S.C. Section
362(b)(18) on the Development Special Taxes depends upon whether a court were to determine that the
Development Special Taxes should be treated like ad valorem taxes for this purpose.

The Act provides that the Development Special Taxes are secured by a continuing lien which is
subject to the same lien priority in the case of delinquency as ad valorem taxes. No case law exists with
respect to how a bankruptcy court would treat the lien for Development Special Taxes levied after the filing
of a petition in bankruptcy.

Property Controlled by FDIC and Other Federal Agencies

The City’s ability to collect interest and penalties specified by State law and to foreclose the lien
of delinquent Development Special Tax payments may be limited in certain respects with regard to
properties in which the Internal Revenue Service, the Drug Enforcement Agency, the FDIC or other similar
federal agency has or obtains an interest.
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Unless Congress has otherwise provided, if the federal government has a mortgage interest in the
parcel and the City wishes to foreclose on the parcel as a result of delinquent Development Special Taxes,
the property cannot be sold at a foreclosure sale unless it can be sold for an amount sufficient to pay
delinquent taxes and assessments on a parity with the Development Special Taxes and preserve the federal
government’s mortgage interest. In Rust v. Johnson (9th Circuit; 1979) 597 F.2d 174, the United States
Court of Appeal, Ninth Circuit held that the Federal National Mortgage Association (“FNMA”) is a federal
instrumentality for purposes of this doctrine, and not a private entity, and that, as a result, an exercise of
state power over a mortgage interest held by FNMA constitutes an exercise of state power over property of
the United States. The District has not undertaken to determine whether any federal governmental entity
currently has, or is likely to acquire, any interest (including a mortgage interest) in any of the Leasehold
Interests subject to the Development Special Taxes within the District, and therefore expresses no view
concerning the likelihood that the risks described above will materialize while the 2021 Bonds are
outstanding.

On June 4, 1991 the FDIC issued a Statement of Policy Regarding the Payment of State and Local
Real Property Taxes. The 1991 Policy Statement was revised and superseded by a new Policy Statement
effective January 9, 1997 (the “Policy Statement™). The Policy Statement provides that real property owned
by the FDIC is subject to state and local real property taxes only if those taxes are assessed according to the
property’s value, and that the FDIC is immune from real property taxes assessed on any basis other than
property value. According to the Policy Statement, the FDIC will pay its proper tax obligations when they
become due and payable and will pay claims for delinquent property taxes as promptly as is consistent with
sound business practice arid the orderly administration of the institution’s affairs, unless abandonment of
the FDIC’s interest in the property is appropriate. The FDIC will pay claims for interest on delinquent
property taxes owed at the rate provided under state law, to the extent the interest payment obligation is
secured by a valid lien. The FDIC will not pay any amounts in the nature of fines or penalties and will not
pay nor recognize liens for such amounts. If any property taxes (including interest) on FDIC owned property
are secured by a valid lien (in effect before the property became owned by the FDIC), the FDIC will pay
those claims. The Policy Statement further provides that no property of the FDIC is subject to levy,
attachment, garnishment, foreclosure or sale without the FDIC’s consent. In addition, the FDIC will not
permit a lien or security interest held by the FDIC to be eliminated by foreclosure without the FDIC’s
consent.

The Policy Statement states that the FDIC generally will not pay non ad valorem taxes, including
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time
that the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the
extent it purports to secure the payment of any such amounts. Development Special Taxes imposed under
the Act and a special tax formula which determines the special tax due each year, are specifically identified
in the Policy Statement as being imposed each year and therefore covered by the FDIC’s federal immunity.

The FDIC has filed claims against one California county in United States Bankruptcy Court
contending, among other things, that special taxes authorized under the Act are not ad valorem taxes and
therefore not payable by the FDIC, and seeking a refund of any special taxes previously paid by the FDIC.
The FDIC is also seeking a ruling that special taxes may not be imposed on properties while they are in
FDIC receivership. The Bankruptcy Court ruled in favor of the FDIC’s positions and, on August 28, 2001,
the United States Court of Appeals for the Ninth Circuit affirmed the decision of the Bankruptcy Court,
holding that the FDIC, as an entity of the federal government, is exempt from post-receivership special
taxes levied under the Act. This is consistent with provision in the Law that the federal government is
exempt from special taxes.

The City is unable to predict what effect the application of the Policy Statement would have in the

event of a delinquency with respect to a Leasehold Interest in which the FDIC has an interest, although
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prohibiting the lien of the FDIC to be foreclosed on at a judicial foreclosure sale would likely reduce the
number of or eliminate the persons willing to purchase such a Leasehold Interest at a foreclosure sale.
Owners of the 2021 Bonds should assume that the City will be unable to foreclose on any Leasehold Interest
in which the FDIC has an interest. Such an outcome would cause a draw on the 2021 Reserve Fund and
perhaps, ultimately, a default in payment of the 2021 Bonds. The City has not undertaken to determine
whether the FDIC or any FDIC-insured lending institution currently has, or is likely to acquire, any interest
in any of the Leasehold Interests in the District that are subject to the Development Special Tax, and
therefore expresses no view concerning the likelihood that the risks described above will materialize while
the 2021 Bonds are outstanding.

California Constitution Article XI11C and Article XI1I1D

On November 5, 1996, the voters of the State approved Proposition 218, the so-called “Right to
Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State Constitution, which
articles contain a number of provisions affecting the ability of the District to levy and collect both existing
and future taxes, assessments, fees and charges. According to the “Official Title and Summary” of
Proposition 218 prepared by the California State Attorney General, Proposition 218 limits the “authority of
local governments to impose taxes and property-related assessments, fees and charges.” On July 1, 1997
California State Senate Bill 919 (“SB 919”) was signed into law. SB 919 enacted the “Proposition 218
Omnibus Implementation Act,” which implements and clarifies Proposition 218 and prescribes specific
procedures and parameters for local jurisdictions in complying with Articles XI11C and XIIID.

Article XIIID of the State Constitution reaffirms that the proceedings for the levy of any
Development Special Taxes by the District under the Act must be conducted in conformity with the
provisions of Section 4 of Article XIIIA. The District has completed its proceedings for the levy of
Development Special Taxes in accordance with the provisions of Section 4 of Article XII1A. Under the Act,
any action or proceeding to review, set aside, void, or annul the levy of a special tax or an increase in a
special tax (including any constitutional challenge) must be commenced within 30 days after the special
tax is approved by the voters.

Article XIIIC removes certain limitations on the initiative power in matters of local taxes,
assessments, fees and charges. The Act provides for a procedure, which includes notice, hearing, protest
and voting requirements, to alter the rate and method of apportionment of an existing special tax. However,
the Act prohibits a legislative body from adopting a resolution to reduce the rate of any special tax if the
proceeds of that tax are being utilized to retire any debt incurred pursuant to the Act unless such legislative
body determines that the reduction of that tax would not interfere with the timely retirement of that debt.
Although the matter is not free from doubt, it is likely that exercise by the voters of the initiative power
referred to in Article XIIIC to reduce or terminate the Development Special Tax is subject to the same
restrictions as are applicable to the Board of Supervisors, as the legislative body of the District, pursuant to
the Act. Accordingly, although the matter is not free from doubt, it is likely that Proposition 218 has not
conferred on the voters the power to repeal or reduce the Development Special Taxes if such repeal or
reduction would interfere with the timely retirement of the 2021 Bonds.

It may be possible, however, for voters or the Board of Supervisors, acting as the legislative body
of the District, to reduce the Development Special Taxes in a manner which does not interfere with the
timely repayment of the 2021 Bonds, but which does reduce the maximum amount of Development Special
Taxes that may be levied in any year below the existing levels. Furthermore, no assurance can be given
with respect to the future levy of the Development Special Taxes in amounts greater than the amount
necessary for the timely retirement of the 2021 Bonds.
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Proposition 218 and the implementing legislation have yet to be extensively interpreted by the
courts; however, the California Court of Appeal in April 1998 upheld the constitutionality of
Proposition 218’s balloting procedures as a condition to the validity and collectability of local governmental
assessments. A number of validation actions for and challenges to various local governmental taxes, fees
and assessments have been filed in Superior Court throughout the State, which could result in additional
interpretations of Proposition 218. The interpretation and application of Proposition 218 will ultimately be
determined by the courts with respect to a number of the matters discussed above, and the outcome of such
determination cannot be predicted at this time with any certainty.

Validity of Landowner Elections

On August 1, 2014, the California Court of Appeal, Fourth Appellate District, Division One (the
“Court”), issued its opinion in City of San Diego v. Melvin Shapiro, et al. (D063997). The Court considered
whether Propositions 13 and 218, which amended the California Constitution to require voter approval of
taxes, require registered voters to approve a tax or whether a city could limit the qualified voters to just the
landowners and lessees paying the tax. The case involved a Convention Center Facilities District (the
“CCFD”) established by the City of San Diego. The CCFD is a financing district established under San
Diego’s charter and was intended to function much like a community facilities district established under
the provisions of the Act. The CCFD is comprised of the entire City of San Diego. However, the special
tax to be levied within the CCFD was to be levied only on properties improved with a hotel located within
the CCFD.

At the election to authorize such special tax, the San Diego Charter proceeding limited the
electorate to owners of hotel properties and lessees of real property owned by a governmental entity on
which a hotel is located, thus, the election was an election limited to landowners and lessees of properties
on which the special tax would be levied, and was not a registered voter election. Such approach to
determining who would constitute the qualified electors of the CCFD was based on Section 53326(c) of the
Act, which generally provides that, if a special tax will not be apportioned in any tax year on residential
property, the legislative body may provide that the vote shall be by the landowners of the proposed district
whose property would be subject to the special tax. In addition, Section 53326(b) of the Act provides that
if there are fewer than 12 registered voters in the district, the landowners shall vote.

The Court held that the CCFD special tax election did not comply with applicable requirements of
Proposition 13, which added Article XIII A to the California Constitution (which states “Cities, Counties
and special districts, by a two-thirds vote of the qualified electors of such district, may impose special taxes
on such district™) and Proposition 218, which added Article X111 C and X111 D to the California Constitution
(Section 2 of Article X111 C provides “No local government may impose, extend or increase any special tax
unless and until that tax is submitted to the electorate and approved by a two-thirds vote”), or with
applicable provisions of San Diego’s Charter, because the electors in such an election were not the
registered voters residing within such district.

San Diego argued that the State Constitution does not expressly define the qualified voters for a
tax; however, the Legislature defined qualified voters to include landowners in the Mello-Roos Community
Facilities District Act. The Court of Appeal rejected San Diego’s argument, reasoning that the text and
history of Propositions 13 and 218 clearly show California voters intended to limit the taxing powers of
local government. The Court was unwilling to defer to the Act as legal authority to provide local
governments more flexibility in complying with the State’s constitutional requirement to obtain voter
approval for taxes. The Court held that the tax was invalid because the registered voters of San Diego did
not approve it. However, the Court expressly stated that it was not addressing the validity of landowners
voting to impose special taxes pursuant to the Act in situations where there are fewer than 12 registered
voters. In the case of the CCFD, at the time of the election there were several hundred thousand registered
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voters within the CCFD (i.e., all of the registered voters in the city of San Diego). In the case of the District,
there were fewer than 12 registered voters within the District at the time of the election to authorize the
Development Special Tax within the District, and the City, as the owner of the property in the District, was
the qualified elector for the District.

Moreover, Section 53341 of the Act provides that any “action or proceeding to attack, review, set
aside, void or annul the levy of a special tax ... shall be commenced within 30 days after the special tax is
approved by the voters.” Similarly, Section 53359 of the Act provides that any action to determine the
validity of bonds issued pursuant to the Act or the levy of special taxes authorized pursuant to the Act be
brought within 30 days of the voters approving the issuance of such bonds or the special tax. Voters
approved the special tax and the issuance of bonds for the District pursuant to the requirements of the Act
on April 27, 2020. Therefore, under the provisions of Section 53341 and Section 53359 of the Mello-Roos
Act, the statute of limitations period to challenge the validity of the special tax has expired.

Ballot Initiatives and Legislative Measures

Proposition 218 was adopted pursuant to a measure qualified for the ballot pursuant to California’s
constitutional initiative process; and the State Legislature has in the past enacted legislation which has
altered the spending limitations or established minimum funding provisions for particular activities. From
time to time, other initiative measures could be adopted by California voters or legislation enacted by the
Legislature. The adoption of any such initiative or legislation might place limitations on the ability of the
State, the District or other local districts to increase revenues or to increase appropriations or on the ability
of a landowner to complete the development of property.

No Acceleration

The 2021 Bonds do not contain a provision allowing for their acceleration in the event of a payment
default or other default under the terms of the 2021 Bonds or the Fiscal Agent Agreement or upon any
adverse change in the tax status of interest on the 2021 Bonds. There is no provision in the Act or the Fiscal
Agent Agreement for acceleration of the Development Special Taxes in the event of a payment default by
a holder of a Leasehold Interest within the District. Pursuant to the Fiscal Agent Agreement, a Bond Owner
is given the right for the equal benefit and protection of all Bond Owners to pursue certain remedies
described in APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS?” hereto.

Limitations on Remedies

Remedies available to the Bond Owners may be limited by a variety of factors and may be
inadequate to assure the timely payment of principal of and interest on the 2021 Bonds. Bond Counsel has
limited its opinion as to the enforceability of the 2021 Bonds and of the Fiscal Agent Agreement to the
extent that enforceability may be limited by bankruptcy, insolvency, reorganization, fraudulent conveyance
or transfer, moratorium, or other similar laws affecting generally the enforcement of creditor’s rights, by
equitable principles and by the exercise of judicial discretion. Additionally, the 2021 Bonds are not subject
to acceleration in the event of the breach of any covenant or duty under the Fiscal Agent Agreement. The
lack of availability of certain remedies or the limitation of remedies may entail risks of delay, limitation or
modification of the rights of the Bond Owners.

Enforceability of the rights and remedies of the Bond Owners, and the obligations incurred by the
District, may become subject to the federal bankruptcy code and applicable bankruptcy, insolvency,
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditor’s rights
generally, now or hereafter in effect, equity principles which may limit the specific enforcement under State
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law of certain remedies, the exercise by the United States of America of the powers delegated to it by the
Constitution, the reasonable and necessary exercise, in certain exceptional situations, of the police powers
inherent in the sovereignty of the State and its governmental bodies in the interest of serving a significant
and legitimate public purpose and the applicable limitations on remedies against public agencies in the
State. See “SPECIAL RISK FACTORS - Bankruptcy and Foreclosure.”

Limited Secondary Market

As stated herein, investment in the 2021 Bonds poses certain economic risks which may not be
appropriate for certain investors, and only persons with substantial financial resources who understand and
appreciate the risk of such investments should consider investment in the 2021 Bonds. The 2021 Bonds
have not been rated by any national rating agency, and the City has not undertaken to obtain a rating. See
“NO RATING” herein. There can be no guarantee that there will be a secondary market for purchase or
sale of the 2021 Bonds or, if a secondary market exists, that the 2021 Bonds can or could be sold for any
particular price.

CONTINUING DISCLOSURE
The City

Pursuant to a Continuing Disclosure Certificate, dated the date of issuance of the 2021 Bonds (the
“City Disclosure Certificate”), the City has covenanted for the benefit of owners of the 2021 Bonds to
provide certain financial information and operating data relating to the District (the “Annual Report”) on
an annual basis, and to provide notices of the occurrences of certain enumerated events. The Annual Report
and the notices of enumerated events will be filed with the MSRB on EMMA.. Each Annual Report is to be
filed not later than nine months after the end of the City’s fiscal year (which date shall be June 30 of each
year), commencing with the report for the 2019-20 Fiscal Year (which is due not later than March 31, 2021).
The specific nature of information to be contained in the Annual Report or the notice of events is
summarized in APPENDIX E-1 — “FORM OF CITY CONTINUING DISCLOSURE CERTIFICATE.”
These covenants have been made by the City in order to assist the Underwriter in complying with the Rule.

On March 6, 2018, Moody’s Investors Service, Inc. (“Moody’s”) upgraded certain of the City and
County of San Francisco Finance Corporation lease-backed obligations to “Aal” from “Aa2.” The City
timely filed notice of the upgrade with EMMA, but inadvertently did not link the notice to all relevant
CUSIP numbers. The City has taken action to link such information to the applicable CUSIP numbers.

Mission Rock Partners

Mission Rock Partners is not an obligated party under Rule 15¢2-12. However, pursuant to a
continuing disclosure certificate, dated the date of issuance of the 2021 Bonds (the “Developer Disclosure
Certificate”), the Mission Rock Partners has voluntar