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Dear Supervisors/Commissioners:

VERMONT CORRIDOR PROJECT APPROVAL AND RELATED ACTIONS:

CERTIFY FINAL ENVIRONMENTAL IMPACT REPORT AND ADOPT THE MITIGATION
MONITORING PROGRAM AND ALL ENVIRONMENTAL FINDINGS AND STATEMENT OF
OVERRIDING CONSIDERATIONS, APPROVE ORDINANCE, GROUND AND FACILITIES LEASE
AGREEMENTS, AND ADOPT RESOLUTION FOR SITE 1, DELEGATE AUTHORITY TO
COMMUNITY DEVELOPMENT COMMISSION TO EXECUTE OPTION TO LEASE AND GROUND
LEASE AGREEMENTS FOR SITES 2 AND 3, ESTABLISH VERMONT CORRIDOR COUNTY
ADMINISTRATION BUILDING CAPITAL PROJECT NO.69950, APPROVE APPROPRIATION
ADJUSTMENT AND APPROVE RELATED ACTIONS FOR THE IMPLEMENTATION OF THE
PROJECT
(SECOND DISTRICT)

(3 VOTES)

SUBJECT

This joint letter recommends approval of various documents related to the proposed development of
County-owned property in the area known as the Vermont Corridor, located on three sites on and
around South Vermont Avenue between Fourth and Sixth Streets in the City of Los Angeles.
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Specifically, this letter recommends actions to certify the Final Environmental Impact Report; approve
and adopt all related environmental documentation; approve the ordinance authorizing execution of
the Ground Lease and Facilities Lease Agreements for the proposed 468,000 gross square foot
Vermont Corridor County Administration Building at 510, 526, and 532 South Vermont Avenue, and
construction of a new parking structure of up to 768-spaces at 523 Shatto Place on the site of the
existing County parking structure, which is to be demolished (Site 1); authorize the Community
Development Commission of the County of Los Angeles to execute, upon completion of negotiations,
the Option to Lease Agreement and Ground Lease and Facilities Agreements for the proposed future
adaptive reuse of the existing 12-story Department of Mental Health building into market rate
housing, retail, and parking uses at 550 South Vermont Avenue and 3175 West 6th Street (Site 2);
approve Option to Lease Agreement (including attached form of Ground Lease Agreement) for the
proposed future development of senior affordable housing at 433 South Vermont Avenue (Site 3)
(collectively, Vermont Corridor Project). This letter also approves the Project for Site 1; adopts the
Resolution authorizing the issuance of tax-exempt and federally taxable bonds by Los Angeles
County Facilities Inc., on behalf of the County for Site 1; establishes the Vermont Corridor County
Administration Building, Capital Project No. 69950; approves an appropriation adjustment for project
costs to be funded directly by the County, and authorizes the Chief Executive Officer, or her
designee, to take all related actions to implement and lease the Vermont Corridor Project.

IT IS RECOMMENDED THAT THE BOARD:

1. Certify that the Final Environmental Impact Report for the Vermont Corridor Project has been
completed in compliance with the California Environmental Quality Act and reflects the independent
judgment and analysis of the County; find that the Board has reviewed and considered the
information in the Final Environmental Impact Report, including comments received during the public
review period, in their decision-making process, prior to approving the Project; adopt the Mitigation
Monitoring and Reporting Program and finding that it is adequately designed to ensure compliance
with the mitigation measures during Project implementation and determine that potential significant
adverse effects of the Project have been reduced to an acceptable level to the extent feasible, and
are otherwise outweighed by specific overriding considerations of the benefits of the Project as
outlined in the California Environmental Quality Act Environmental Findings of Fact and Statement of
Overriding Considerations, which findings and statement are adopted and incorporated by reference.

2. Approve the Vermont Corridor Project.

3. Approve the Ground Lease and the Facilities Lease Agreements for Site 1, in substantially the
form hereto, pursuant to which the County will lease properties located at 510, 526, and 532 South
Vermont Avenue, and 523 Shatto Place to Los Angeles County Facilities Inc., for the financing and
construction of an approximately 468,000 square foot office tower to serve as a County
administration building, along with associated parking facilities consisting of a new 965-space
parking podium onto which the office tower would be constructed and a newly constructed 768-
space parking structure in the place of the current location of the parking garage at 523 Shatto
Place, ancillary retail and other public serving uses, and delegated authority to the Chief Executive
Officer, or her designee, to execute the Ground Lease and Facilities Lease Agreements for Site 1
between the County and Los Angeles County Facilities Inc., and any amendments thereto that may
be necessary to implement the terms set forth therein.
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4. Establish the Vermont Corridor County Administration Building, Capital Project No. 69950, to fund
$4,142,514 of project costs that are to be directly funded by the County, including an environmental
contingency reserve, owner’s representative/project management services, legal expenses, and
move management services.

5. Approve an amendment to the Vermont Corridor Predevelopment Funding Agreement with the
Community Development Commission to fund $379,378 for Sites 2 and 3 management and legal
services, and authorize the use of $379,378 from the Project and Facility Development Budget to
fund the additional services.

6. Approve an appropriation adjustment to transfer $2,125,000 from Various-Refurbishment
Mitigation/Remediation (Capital Project No. 86612) to Vermont Corridor County Administration
Building (Capital Project No. 69950) to fund an environmental contingency reserve, and $2,018,000
from the Project and Facility Development Budget to Capital Project No. 69950 for owner’s
representative/project management services and legal services during the construction phase of
Site 1.

7. Approve an ordinance authorizing the public leaseback transaction contemplated by the Ground
Lease and Facilities Lease Agreements for Site 1 pursuant to Government Code Section 54241.

8. Adopt a resolution approving the financing plan for Site 1 and the issuance and sale by Los
Angeles County Facilities Inc. of bonds on a tax-exempt and taxable basis in an aggregate principal
amount not to exceed $350,000,000 on behalf of the County to finance the Project at Site 1, and
agreeing that the County will accept title to the Project at Site 1 upon payment or defeasance in full
of such bonds.

9. Authorize the Community Development Commission of the County of Los Angeles to continue
negotiations and upon completion of negotiations, in consultation with County Counsel and subject
to concurrence of the Chief Executive Officer, or her designee, to execute on behalf of the County for
Site 2, the Option to Lease Agreement, approve the form of Ground Lease between the County and
Trammell Crow Los Angeles in a form approved by County Counsel and terms approved by the Chief
Executive Officer, or her designee, to lease property located at 550 South Vermont Avenue and
3175 West 6th Street for the adaptive reuse of the existing 12-story Department of Mental Health
building into a maximum of 172 residential units and up to 4,100 square feet of ground floor retail
space, including the removal of the existing four-story, approximately 52,000 square foot Department
of Workforce Development, Aging and Community Services office building and two-story parking
structure, and construction of a new five-level parking structure, and an optional construction of up to
3,400 square feet of ground floor retail space, and a mixed-use building which would be built above
the five-story parking structure with up to 74 additional residential units.

10. Designate the Community Development Commission of the County of Los Angeles to serve as
the agent of the County to manage development of Site 2 of the Vermont Corridor Project, including
execution of the Site 2 Ground Lease upon satisfaction of the conditions set forth in the Option to
Lease Agreement and in a form approved by County Counsel and terms approved by the Chief
Executive Officer, or her designee, and any other documents consistent with, and/or necessary for,
the implementation of the foregoing approvals.

11. Authorize the Community Development Commission of the County of Los Angeles to execute on
behalf of the County for Site 3, the Option to Lease Agreement, and approve the form of Ground
Lease between the County and Western Community Housing, Inc., a California nonprofit public
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benefit corporation, or its County approved designee, to lease property located at 433 South
Vermont Avenue for the development of 72 senior affordable rental housing units, including parking
facilities and a community recreation center, and find that the Site 3 property is not needed for
County use during the proposed lease term and that the proposed use of Site 3 for senior affordable
housing will serve public purposes.

12. Designate the Community Development Commission of the County of Los Angeles to serve as
the agent of the County to manage development of Site 3 of the Vermont Corridor Project, including
execution of the Site 3 Ground Lease, upon satisfaction of the conditions set forth in the Option to
Lease Agreement, and any other documents consistent with, and/or necessary for, the
implementation of the foregoing approvals.

13. Authorize the Chief Executive Officer, or her designee, to execute any additional transactional
documents approved as to form by County Counsel, and take any other actions and execute any
other documents approved as to form by County Counsel consistent with, and/or necessary for, the
implementation of the foregoing approvals.

IT IS RECOMMENDED THAT THE BOARD OF COMMISSIONERS OF THE COMMUNITY
DEVELOPMENT COMMISSION:

1. Approve the designation of the Community Development Commission of the County of Los
Angeles to serve as the agent of the County to manage development of Sites 2 and 3 of the Vermont
Corridor Project.

2. Authorize the Executive Director, or her designee, to negotiate, on behalf of the County, the Option
to Lease Agreement for Site 2 and upon completion of negotiations, in consultation with County
Counsel and subject to concurrence of the County's Chief Executive Office, to execute on behalf of
the County for Site 2, the Option to Lease Agreement between the County and Trammell Crow Los
Angeles to lease property located at 550 South Vermont Avenue and 3175 West 6th Street for the
adaptive reuse of the existing 12-story Department of Mental Health building into a maximum of 172
residential units and up to 4,100 square feet of ground floor retail space, including the removal of the
existing four-story, approximately 52,000 square foot Workforce Development, Aging and Community
Services office building and two-story parking structure, construction of a new five-level parking
structure, and an optional construction of up to 3,400 square feet of ground floor retail space, and a
mixed-use building, which would be built above the five-story parking structure with up to 74
additional residential units.

3. Authorize the Executive Director, or her designee, to execute the Site 2 Ground Lease, upon
satisfaction of the conditions set forth in the Option to Lease Agreement, and any other documents
consistent with, and/or necessary for, the implementation of the foregoing approvals.

4. Authorize the Executive Director, or her designee, to execute, on behalf of the County for Site 3,
the Option to Lease Agreement, and if the required conditions for option exercise are met, as
determined by the Executive Director, to execute the Ground Lease between the County and
Western Community Housing, Inc., a California nonprofit public benefit corporation, or its County
approved designee, to lease the property located at 433 South Vermont Avenue, for the development
of 72 senior affordable rental housing units, including parking facilities and a community recreation
center.
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5. Authorize the Executive Director, or her designee, to execute the Site 3 Ground Lease (upon
satisfaction of the conditions set forth in the Option to Lease Agreement) and any other documents
consistent with and/or necessary for the implementation of the foregoing approvals.

6. Authorize the Executive Director, or her designee, to execute any additional transactional
documents approved as to form by County Counsel and take any other actions and execute any
other documents approved as to form by County Counsel consistent with and/or necessary for the
implementation of the foregoing approvals for Sites 2 and 3.

7. Instruct the Executive Director, or designee, to accept and amend up to $379,378 to the Vermont
Corridor Predevelopment Funding Agreement for additional predevelopment costs for Site 2 and 3.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The Vermont Corridor Project is a three-site development plan which consists of Site 1, located at
510, 526, and 532 South Vermont Avenue and 523 Shatto Place; Site 2, located at 550 South
Vermont Avenue and 3175 West 6th Street; and Site 3, located at 433 South Vermont Avenue. The
recommended actions will approve the proposed Vermont Corridor Project, certify and adopt
required environmental documents, approve and authorize execution of the Ground Lease and
Facilities Lease for Site 1 and related financing documents, which facilitate the financing of the
construction of the Vermont Corridor County Administration Building, approve and authorize
execution of the Option for Lease, upon finalization of negotiations and in consultation with County
Counsel, and subject to concurrence of the Chief Executive Office, and form of Ground Lease for
Site 2, and approve and authorize execution of the Option to Lease and form of Ground Lease, for
Site 3, authorize an amendment to the Vermont Corridor Predevelopment Funding Agreement to
supplement funding, establish a capital project and approve an appropriation adjustment to the new
capital project account to fund certain Site 1 project expenses.

Background

On February 10, 2015, the Board of Supervisors (Board) authorized the Community Development
Commission of the County of Los Angeles (Commission), in consultation with the Chief Executive
Officer (CEO), to prepare a Request for Proposals (RFP) for the design and proposed construction of
a new Department of Mental Health (DMH) headquarters facility, and the proposed future
development of adjacent County-owned properties in the Vermont Corridor.

On August 18, 2015, the Board authorized the release of the RFP. The Board also authorized the
Commission's Executive Director, in consultation with the CEO and County Counsel, to enter into
exclusive negotiations with the highest ranked proposer, on behalf of the County.

On August 9, 2016, the Commission returned to the Board to receive authorization to proceed with
predevelopment activities. The Commission assembled an evaluation panel of five subject matter
experts, which included representatives from DMH and CEO, the Commission, and the private
development sector, to evaluate all proposals received. The proposals were scored by each member
of the evaluation panel based upon the criteria established in the RFP. The scores of individual
evaluators were averaged using the “Informed Averaging” method. The Trammell Crow Los Angeles
(TCLA) was the highest scoring proposer.
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Proposed Project
Site 1 — Vermont Corridor County Administration Building

The proposed development on Site 1 would involve removal of the existing Department of Parks and
Recreation office building at 510 South Vermont, a vacant office building, surface parking lots and
parking structure, and construction of a new 21-story building consisting of an 8-story parking
structure with up to 965 spaces, a terrace level, and 12-story office tower, with approximately 7,500
square feet of ground floor retail space and public serving uses. The steel frame structure features a
high-performance energy-efficient aluminum curtain wall glazing system on the office tower.

The steel frame podium parking structure is clad in a metal mesh screen, bordered by precast bands
at the first and last level of parking.

A new 10-story concrete parking structure (one below grade, nine above grade) will replace the
existing garage at 523 Shatto Place. The approximately 300,000 square foot structure will provide
up to 768 parking spaces.

When complete, the new Vermont Corridor County Administration Building would accommodate the
relocation of staff from existing DMH and Workforce Development, Aging and Community Services
(WDACS) headquarters buildings at 550 S. Vermont and 3175 West 6th Street, as well as
consolidation of administrative staff from leased facilities at 600 Commonwealth and 695 South
Vermont (DMH) and the WDACS Mid-Wilshire Office. The CEO notified the Board of the potential
relocation of WDACS staff to the proposed new administration building on December 6, 2016, and
the Commission proceeded with the negotiation of the necessary supplemental design programming
work as the design phase proceeded with the rest of the building. On March 6, 2018, the Board
approved additional predevelopment funding in the amount of $599,348 for programing and design
tenant improvement to accommodate WDACS administrative operations within the building. The
CEO will pursue opportunities to relocate additional administrative staff from other departments,
should there be available space in the building once it is completed.

Pursuant to Internal Revenue Service Revenue Ruling 63-20, as amended and updated by Internal
Revenue Service Revenue Procedure 82-26 (Revenue Procedure), bonds issued by a nonprofit
corporation organized under the laws of the State of California in order to finance facilities in the
State of California may qualify as tax-exempt obligations upon compliance with the requirements set
forth in the Revenue Procedure. Los Angeles County Facilities Inc. (LACF) is a California nonprofit
public benefit corporation and an organization described under the Section (501(c)(3) of the Internal
Revenue Code of 1986. LACF has been formed as a nonprofit public benefit corporation for the
purposes of designing, developing, permitting, constructing, and equipping a new office building and
associated improvements for use by the County.

LACF is a single-purpose 501(c)(3) entity and, on behalf of the County, is issuing the Lease Revenue
Bonds, Series 2018A (Tax-Exempt) and the Series2018B (Federally Taxable Bonds), (issued
together as the Bonds). The Bonds will be issued in accordance with the guidelines set forth in the
Revenue Ruling 63-20 of the U. S. Treasury, as amended and updated by the Revenue Procedure
82-26. As issuer of the Bonds, LACF will hold the obligation to pay the debt service. Staffing for
LACF will be accomplished through Public Facilities Group, which is also a non-profit organization
and whose development team was selected for the Vermont Corridor Project which included TCLA.
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The relationship between LACF and TCLA is one of owner and Developer. TCLA as the developer is
under contract to LACF to manage the project’s development, including guaranteeing that it will be
built as designed and completed on time and within budget. The contracts between LACF and TCLA
detail this relationship. They all have been reviewed by the County and its counsel. The benefit of
this project delivery method is that the County will receive a turnkey, state-of-the-art office building
under a capital lease arrangement. By having LACF and TCLA assume the responsibility for
constructing and delivering the project to the County for occupancy, the County is shielded from cost
overruns and other construction related delays, with the exception of any associated with site
conditions due to its ownership of the site, as it is not a party to any of the construction agreements.

Since the County owns the land on which the Site 1 project will be constructed, it will enter into a
ground lease of the land with LACF.

In order to finance the construction at Site 1, LACF proposes to issue tax-exempt and federally
taxable bonds, to be designated as the Los Angeles County Facilities Inc. Lease Revenue Bonds,
Series 2018A and 2018B (Vermont Corridor County Administration Building) Bonds.

The CEO, in consultation with the Treasurer and Tax Collector (Treasurer), performed a comparative
analysis of the proposed financing plan to ascertain whether Bonds would be issued by LACF or
through a conduit as determined by the County. As a result of the analysis, the CEO and the
Treasurer determined that greater efficiencies on project delivery timeframes, lower project and
capitalized interest costs can be achieved by the issuance of Bonds through LACF.

LACF proposes to enter into the Facilities Lease Agreement (Facilities Lease) under which LACF will
undertake the Site 1 development and lease the premises to the County; and payments by the
County of rent under the Facilities Lease will be used to pay debt service on the Bonds. Upon
payment or defeasance of the Bonds in full, LACF will transfer unencumbered title of the project to
the County for no additional consideration, and the County will accept such title.

The proposal by LACF is the most efficient means for managing the financing, construction and
operation of the development of Site 1. Since the proposed transaction constitutes a public
leaseback, Government Code Section 54241 requires that the action be approved by an ordinance.

LACF will enter into a development agreement with TCLA, to develop, oversee and manage the
design, permitting, construction, and equipping of a turnkey office building. The pricing for Site 1 has
been established by using the facility’s design documents to create the Guaranteed Maximum Price
of $295,540,629, which includes a 5 percent contingency for both construction and soft costs. The
Commission retained a third-party consultant, IEM, to review the Guaranteed Maximum Price. IEM
conducted an independent evaluation and reconciliation of the project costs and determined that
TCLA'’s proposed project construction cost appears to be a fair and reasonable price for the
proposed work.

Under the Guaranteed Maximum Price, TCLA is at risk for all costs exceeding the amount included in
the budget related to unforeseen items, except for site remediation. Due to the County’s ownership
of the land, the County maintains exposure from site environmental remediation costs should they
exceed the budgeted amount in the Guaranteed Maximum Price, which is $3,169,001.

In order to avoid potential delays on the Site 1 construction, and avoid unnecessary borrowing of
contingency reserve funds that are unlikely to be used, we are recommending funding the
$2,125,432 reserve in the Vermont Corridor County Administration Building, Capital Project No.
69950.
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In addition to the Guaranteed Maximum Price costs, an additional $7,977,715 of project costs will be
financed under the bond issuance, making a total of $303,518,344 in total project costs financed.
The additional amount includes a $4,552,628 contingency for steel and aluminum tariff, Owner/CEO
contingency of $425,087 and LACF management fee of $3,000,000. Total project costs are
$307,660,858 when including the $4,142,514 in County funded costs (environmental contingency
reserve, owner’s representative/project management, and move management services).

Initially, the Commission will provide owner's representative/project management services for the
County. However, the Commission will be transitioning the services to the Department of Public
Works (DPW) over the initial months of the construction phase to ensure a smooth handoff, and

DPW will provide such services during the remainder of the construction phase.

Site 2 — Market Rate Housing

Proposed development of Site 2 consists of a 66-year ground lease with TCLA, which would involve
the adaptive reuse of the existing 12-story DMH building into a maximum of 172 residential units.
Upgrades to existing steel framing, installation of new HVAC and life/safety systems would be
included in the reuse of the existing DMH building, as well as new exterior building facades.
Development of Site 2 would also involve removal of the existing four-story, approximately 52,000
square foot, WDACS office building and two-story parking structure, construction of a new five-level
parking structure, and the optional future construction of a mixed-use building, which would be built
above the five-story parking structure with up to 74 additional residential units.

Approximately 4,100 square feet of ground floor retail would be located along Vermont Avenue and
3,400 square feet of ground floor retail would be located along 6th Street. This ground floor retail will
be accessible not only to Site 2 residents but also to the general public, including County
administrative staff located at Site 1.

Under the ground lease, Site 2 will be developed by TCLA, or its County-approved designee, using
private sector investment funds and the County would receive eight percent of gross residential rents
plus four percent of commercial rents. The proposed ground lease rent amounts have been
reviewed and verified as within the range of fair return to the County based on property valuation by
a third-party land use economist commissioned by the County.

Under the Option to Lease Agreement, TCLA would be required to identify all environmental issues
associated with Site 2 and quantify the cost to remediate. This would occur within 24 months of the
term of the Option to Lease Agreement. To the extent both parties agree the cost of such cleanup is
financially feasible the remaining predevelopment activities would commence. Upon approval of the
architectural drawings, completion of the permitting process, award of construction and permanent
financing, the Ground Lease would be executed between the parties. This would conclude the
activities under the Option to Lease, which is estimated to be 48 months in total. The Ground Lease
would then be executed and construction would proceed. Under the terms of the Ground Lease the
construction would be completed within 36 months.

This action recommends the Board authorize the Commission to complete negotiation with TCLA on
behalf of the County under the previously approved Exclusive Negotiation Agreement between the
County and TCLA and when completed, execute the Option to Lease Agreement and, subject to the
conditions being met, the long-term Ground Lease agreement for Site 2, with all documents in a form
approved by County Counsel and terms approved by the Chief Executive Officer, or her designee.
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Site 3 — Senior Affordable Housing

Proposed development on Site 3 would consist of a 75-year ground lease and involve removal of the
existing Department of Parks and Recreation building and construction of a new six-story 100
percent senior affordable housing project (available to senior tenants earning between 60 percent
and 30 percent average median income containing 72 units and an approximately 13,200 square
foot community recreation center, over a three-story underground parking structure, with 116 spaces.
The lease payment has been negotiated at an amount of $1.00 per year. The negotiated rate for
this proposed project is consistent with projects similar in nature; 100 percent affordable, tax-exempt
financing. From a practical standpoint, if the County were to negotiate a market rate lease for this
site, it would require the developer to carry the cost of the property resulting in increased project cost
and causing the developer to seek additional public subsidy. In all likelihood, the County would fill
this subsidy through other sources, such as under the Affordable Housing Notice of Funding
Availability. The State tax credit authority also looks favorably upon the local jurisdiction and its
willingness to discount market rate ground lease rents for affordable housing projects. Additional
points are awarded for projects that can demonstrate this type of public subsidy.

Upon Board approval in the form attached, the Commission on behalf of the County will execute the
Option to Lease Agreement for 433 South Vermont Avenue (Site 3 Option Agreement) to Western
Community Housing, Inc., a California nonprofit public benefit corporation, or its County-approved
designee, for the development of senior affordable housing. TCLA, as master developer, assigned
certain of its rights under the Exclusive Negotiation Agreement to Western Community Housing, Inc.,
in order to meet the requirements of Section 26227 of the California Government Code. Western
Community Housing, Inc., will partner with META Housing Corporation, a for-profit entity, which will
provide project management and pursue the low-income housing tax credit financing necessary to
complete the project.

The Site 3 Option Agreement includes as an exhibit an approved form of Ground Lease Agreement
which will be executed by the parties upon satisfaction of the conditions to option exercise set forth in
the Site 3 Option Agreement. The Site 3 Option to Lease Agreement includes language delegating
authority to the Commission to sign the form of Ground Lease on behalf of the County. The
Commission anticipates that construction on this site will begin by mid 2019.

Predevelopment Activities

On August 9, 2016, the Board approved and authorized the Commission to proceed with
predevelopment activities for the Vermont Corridor Project via a $10,554,105 funding agreement
which provided for predevelopment costs. The Commission, acting as agent for the County,
executed a Predevelopment Agreement in the amount of $9,380,000 with LACF for Site 1 and an
Exclusive Negotiating Agreement with TCLA for Sites2 and 3. In turn, LACF executed a
Predevelopment Agreement with TCLA to begin predevelopment activities for Site 1 of the Vermont
Corridor Project. Site 1, Vermont Corridor County Administration Building, has been the focal point
of County and TCLA efforts. Sites 2 and 3 will commence separately and independently from Site 1
and rely upon their own financing sources, independent of the County. The predevelopment activities
consisted of design and environmental review of all three project sites, pursuant to California
Environmental Quality Act (CEQA) and design of Site 1.

The design process was a logical progression and advancement of design based on approved
design documents. TCLA initiated a series of user group meetings with DMH to define their space
requirements, departmental needs and growth expectations to optimally design and utilize both
building and parking. DMH programming was reviewed and approved June 21, 2017.
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TCLA also advanced the project drawings through 100 percent Schematic Design Drawings, 100
percent Design Development Drawings, and 100 percent Plan Check Ready Construction Drawings.
At each stage of the design process, the Commission, in consultation with CEO and a third-party
consultant, reviewed, confirmed and approved each set of drawings based on the facility parameters
established in the RFP and DMH approved programming.

The CEQA review process is described in the Environmental Documentation section below.
Community Outreach

In keeping with the goal of helping meet the needs of the greater Koreatown neighborhood, the
Project is proposed to include a community recreation center of up to 13,200 square feet on Site 3.
Proposed to be operated by the Metropolitan YMCA, the community recreation center's
programming will be aligned to meet the wellness priorities of the neighborhood as identified by
many of the leaders of the Koreatown Arts and Recreation Coalition (K-ARC). TCLA has been in
dialogue with K-ARC consistently since early 2017 to ensure its involvement in the process. These
dialogues included multiple small group presentations and public meetings hosted by TCLA during
the Environmental Impact Report (EIR) process. Specifically, TCLA and Meta Housing Corporation
met with K-ARC at the Metropolitan YMCA in November 2017, to begin a conversation about aligning
YMCA programming with the community’s priorities for fitness and educational activities; those
conversations will resume no later than six months before the end of Site 3 construction, with a goal
of ensuring that community feedback is incorporated into the final YMCA programming plan. The
six-month period before opening of a YMCA facility is the typical programming period.

The Project falls within the boundaries of both the Rampart Village and Wilshire Center Koreatown
Neighborhood Council districts. In addition to the two community-wide meetings held during the EIR
study and public review periods, between June 2017 and April 2018, TCLA made five presentations
to the two Neighborhood Councils. Wilshire Center Koreatown’s Board voted unanimously to
support the Project, citing the high percentage of affordable units (100 percent on Site 3), the
investment in social services, and the removal of blight. During the same period TCLA met with the
Korean American Chamber of Commerce and other organizations to discuss the Project’s benefits.
Subsequent to the EIR public review period, neighborhood canvassers walked the neighborhood to
educate the community about the Project, which resulted in the collection of dozens of signatures
from community members which support the Project. Community outreach with the local community
has been a priority since the kickoff of the Project and has been extensive and well received.

Green Building/Sustainable Design Program

The Vermont Corridor Project, which had completed the RFP selection process and proceeded into
predevelopment by mid-2016, will comply with the Leadership in Energy and Environmental Design
Silver policy. The Site 1 development which the County will occupy is designed to support the
Board's policy for Green Building/Sustainable Design Program by incorporating energy and water
conservation features.

FISCAL IMPACT/FINANCING

The Vermont Corridor County Administration Building, Capital Project No. 69950 will be financed
using tax-exempt and federally taxable bonds issued by LACF, on behalf of the County, to fund all
but $4,142,514 of the project’s $307,660,858 costs, capitalized interest during construction, and
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costs of issuance. The Bonds will be issued in a par amount not to exceed $350 million. The County
is obligated under the Facilities Lease Agreement to begin making annual base rental payments in
Fiscal Year 2021-22, upon substantial completion of the office tower of the Site 1 project, which will
be used to make debt service payments on the Bonds. The initial payment in Fiscal Year 2021-22
will cover only a portion of the year, with an estimated payment of $7,000,000. The full annual debt
service amount will be not to exceed $22,500,000 decreasing to $21,000,000 in Fiscal Year 2032-33
following a ten-year amortization of furniture and fixture expenses, with final maturity of the Bonds in
Fiscal Year 2051-52. Lease cancelations from consolidation of DMH and WDACS staff are
anticipated to offset approximately $4,000,000 in annual debt service costs. The CEO will continue
to work with DMH to maximize Mental Health Services Act funding which can be claimed for debt
service. Annual operational costs of the new building estimated at $6,000,000 which will be paid to
LACF in the form of Additional Rent. Tenant departments will fund their prorata portion of operational
costs.

LACF will use proceeds of the bond financing to fund all of the Site 1 project costs, capitalized
interest and cost of issuance, except for the Environmental Contingency Reserve ($2,125,432),
owner’s representative services during construction ($1,707,082), legal services ($60,000) and move
management services ($250,000). By cash-funding these items in the capital project account,
Capital Project 69950, the County can provide the necessary reserve for environmental site costs
while avoiding additional borrowing for costs which are unlikely to materialize. The appropriation
adjustment will transfer $2,125,000 from Various-Refurbishment Mitigation/Remediation, Capital
Project No. 86612, to Vermont Corridor County Administration Building, Capital Project No. 69950, to
fund the environmental contingency reserve, and $2,018,000 from the Project and Facility
Development Budget to Capital Project No. 69950 for owner’s representative/project management
services and legal services during the construction phase of Site 1.

Under the financing structure, the County will be a tenant of the building pursuant to the Facilities
Lease and receive title to the building following the full repayment of the Bonds in Fiscal Year 2051-
52. Upon the date the Bonds are no longer outstanding, LACF will convey the building to the County
for no additional consideration, and the Facilities Lease Agreement and Ground Lease shall
terminate.

The Bonds will be issued by LACF, on behalf of the County, in accordance with the requirements of
Internal Revenue Service Revenue Ruling 63-20 and Revenue Procedure 82-26. The form of the
Site 1 Ground Lease Agreement and Facilities Lease must be approved by the Board through
adoption of the attached ordinance to allow the financing process to proceed.

Based on current market conditions, the County expects to issue the Bonds with a par amount of
approximately $305 million and generate an additional $45 million of proceeds through bond
premium. The total estimated proceeds of the Bonds will be used to finance the construction of the
facility at Site 1, capitalized interest to cover the interest costs on the Bonds during the Site 1
construction phase, and the costs of issuance for the financing.

Estimated Borrowing Costs

The Resolution being presented to your Board requires the Bonds to be issued at a true interest cost
not to exceed 5.0 percent. Given the current interest rate environment, it is expected that actual
borrowing costs will be significantly lower and should result in a true interest cost of approximately
4.0 percent. The debt service costs during the Site 1 construction phase (comprised of interest only)
will be funded with Bond proceeds deposited in a capitalized interest account maintained with U.S.
Bank National Association, the third-party Trustee for the Bonds. After substantial completion of the
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Site 1 project, the debt service costs will be funded through base rental payments from the County to
LACF. All County rent payments will flow to U.S. Bank National Association, as Trustee. The total
debt service costs on the Bonds through the final maturity in Fiscal Year 2052 is currently estimated
to be $632.0 million.

Following the issuance of the Bonds in late July 2018, the CEO will inform the Board of final debt
service obligations via memorandum.

Site 1 Financing Team

The Treasurer is recommending the Bonds to be sold on a negotiated basis, with Barclays serving as
the underwriter. The County, in conjunction with LACF, has selected Orrick, Herrington & Sutcliffe
LLP to serve as Bond Counsel, Hawkins Delafield & Wood LLP to serve as Disclosure Counsel and
Montague DeRose and Associates, LLC to be the Municipal Advisor for the transaction. Loeb &
Loeb will represent the Commission as external counsel for this financing. U.S. Bank National
Association will be appointed as the Trustee for the Bonds.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

On August 9, 2016, the predevelopment phase began with the execution of the predevelopment
agreement with LACF. To date, the Commission and County staff have been working to advance the
design of the project and establish a guaranteed maximum price. The guaranteed maximum price
ensures the County will receive a high-quality sustainable, Leadership in Energy and Environmental
Design (LEED) Silver-rated design at a not-to-exceed cost and protects against change order risk,
except as it relates to costs associated with site conditions. TCLA has engaged consultants to
complete all project entitlements for the proposed County Administration building on Site 1, as well
as environmental review and CEQA documentation for the proposed development of the three
Project Sites, which comprise the proposed Vermont Corridor Project.

The proposed Ground Lease Agreement and Facilities Lease for Site 1, Facilities Lease and Option
to Lease Agreement and Ground Lease for Sites 2 are authorized by Government Code Section
25549.1 (Sites 1 and 2) and the Option to Lease Agreement and Ground Lease for Site 3 is
authorized by Government Code 26227 (Site 3).

The Intergovernmental General Plan Consistency consultation pursuant to Government Code
Section 65402 has been completed with the City of Los Angeles, which provided its approval on
March 30, 2018.

The Site 1 Facilities Lease includes County policy requirements for compliance with the Local
Targeted Worker Hiring Policy, and any other applicable County policies.

ENVIRONMENTAL DOCUMENTATION

A Final EIR for the Project has been prepared in compliance with CEQA and is attached/on file with
the Executive Office of the Board.

On May 4, 2017, a Notice of Preparation for the Project was released and was provided in English,
Korean and Spanish. The Notice of Preparation provided notice that an EIR was being prepared by
the Commission and that the Commission was holding a scoping meeting. The Commission held a
public scoping meeting on May 25, 2017, to solicit input from responsible and trustee agencies, as
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well as interested parties and members of the public, on issues to be addressed in the Draft EIR.

The County elected to prepare an EIR and forgo the preparation of an Initial Study as allowed for
under CEQA Guidelines Section 15060(d). The Draft EIR analyzed both individual component and
cumulative effects of the Project, together with related projects on all CEQA Appendix G topics, and
identified a variety of Mitigation Measures to mitigate the potential adverse effects of the Vermont
Corridor Project.

In accordance with CEQA requirements, the Draft EIR also analyzed potential alternatives to the
Vermont Corridor Project, including 1) No Project, 2) Reduced Project, and 3) All Office Project.
Potential environmental impacts of each of these alternatives were discussed as required by CEQA
and each alternative was compared to the Vermont Corridor Project.

Interested County agencies conducted an independent review and analysis of the Vermont Corridor
Project and preliminary Draft EIR and provided written comments on the document, where
appropriate, and those comments were incorporated into and made part of the Draft EIR.

The Draft EIR was made available for public comment and input for the period set forth by State law.
Specifically, the public review period commenced on November 3, 2017, when a Notice of
Completion and Notice of Availability (NOC-NOA) was sent to the State Clearinghouse (State
Clearinghouse No. 2017051013), for a 50-day review period (ending on December 22, 2017) that
was subsequently extended to January 19, 2018. The NOC-NOA was also posted at the County
Recorder’s office, and was also sent by mail to required agencies and other interested parties. The
NOC-NOA was also posted on the subject parcel and on the Commission’s website. The NOC-NOA
was provided in English, as well as Korean and Spanish.

The NOC-NOA provided notice of the Project Draft EIR Review Community Meeting which was held
on November 28, 2017.

The Draft EIR was made available online at http://www.lacdc.org and copies of the Draft EIR were
made available in local public libraries pursuant to the California Public Resources Code Section
21092 and posted pursuant to Section 21092.3.

Following the close of the public comment period for the Draft EIR on January 19, 2018, detailed
responses to all public agency comments and comments received from members of the general
public regarding the Vermont Corridor Project and the analyses of the Draft EIR were prepared by
Commission staff with assistance of a private consultant and reviewed and revised as necessary by
Commission and other County staff to reflect the County’s independent judgment on issues raised.
These Responses to Comments are included in the Final EIR. Responses to all comments received
from public agencies were sent pursuant to Section 21092.5 of the California Public Resources
Code.

In addition, all tribal resources/consultation requirements of CEQA have been met. Specifically, on
May 8, 2017, the County mailed written notification of the Project to three California Native American
Tribes that are traditionally and culturally affiliated with the geographic area of the Project site. On
June 1, 2017, the County received a formal request for consultation from the Gabrieleno Band of
Mission Indians—Kizh Nation Tribe (Kizh Nation Tribe). No other notified tribes submitted a request
for formal consultation. In compliance with AB 52, the County initiated consultation with the Kizh
Nation Tribe on June 14, 2017, by formal letter. Consultation with the Kizh Nation Tribe concluded
on October 26, 2017, upon an agreement being reached on the appropriate mitigation measure.
The County and Kizh Nation Tribe agreed that recommended mitigation measure TCR-1 Tribal
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Cultural Resources, as incorporated into the Mitigation Monitoring and Reporting Program, would
reduce the Project’s potential impacts to tribal cultural resources to less than significant.

All identified significant environmental effects of the Project can be avoided or reduced to a level of
insignificance through the implementation of the mitigation measures identified in the Final EIR
except for the following significant and unavoidable impacts: 1) air quality (temporary construction
daily emissions and temporary construction emissions for overlapping construction and operation
phases); 2) noise (temporary construction noise); and 3) transportation (seven intersections at build
out and occupancy and cumulative temporary construction traffic). As stated in the Final EIR and the
attached Environmental Findings of Fact and Statement of Overriding Consideration, despite the
above listed significant and unavoidable impacts the Project will result in significant contributions to
the community that outweigh the significant and unavoidable impacts. Those benefits include the
elimination of blight through the redevelopment of underutilized County sites, job creation and
retention, provision of affordable housing (deed-restricted senior affordable housing), provision of
needed market rate housing, inclusion of a community recreation center, and street activation
through street facing retail that not only supports the developments on Sites 1 and 2, but the
Vermont Corridor community and those using the Metro station at nearby Wilshire and Vermont.

A mitigation monitoring program is attached which is adequately designed to ensure compliance with
the mitigation measures during Project implementation.

The location of the documents and other materials constituting the record of the proceedings upon

which your Board decision is based in this matter is located at the Community Development
Commission of the County of Los Angeles, 700 W. Main Street, Alhambra, CA91801.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

The development phase for Site 1 is anticipated to span 38 months, however, during construction of
the new Vermont Corridor County Administration Building, current DMH and WDACS services will
not be interrupted, as the departments will remain in their current administrative buildings until
completion of the new building. At month 20 of the project, the parking podium is scheduled to be
completed and receive a temporary certificate of occupancy, at which point DMH and WDACS
employees parking in the structure will begin to use the podium parking to make way for construction
on the new parking structure at 523 Shatto Place.

CONCLUSION

Upon Board approval of the Vermont Corridor Project, building permits will be obtained and
construction will commence on Site 1.

Please return one adopted copy of this Board letter to the CEO, Capital Programs Division, and one
adopted copy to the Commission.
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Respectfully submitted,

St . i Ayttt

SACHI A. HAMAI MONIQUE KING-VIEHLAND
Chief Executive Officer Executive Director
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BMB:AMA:PB:zu

c. Executive Office, Board of Supervisors
Auditor-Controller
County Counsel
Mental Health
Treasurer and Tax Collector
Workforce Development, Aging and Community
Services
Public Works



RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY
OF LOS ANGELES AUTHORIZING THE EXECUTION AND DELIVERY
BY THE COUNTY OF A BOND PURCHASE AGREEMENT AND A
CONTINUING DISCLOSURE CERTIFICATE IN CONNECTION WITH
THE ISSUANCE AND SALE BY LOS ANGELES COUNTY FACILITIES
INC. OF LOS ANGELES COUNTY FACILITIES INC. LEASE REVENUE
BONDS, SERIES 2018, APPROVING THE ISSUANCE OF SUCH BONDS
IN AN AGGREGATE AMOUNT NOT TO EXCEED §350,000,000,
AUTHORIZING THE DISTRIBUTION OF AN OFFICIAL STATEMENT
IN CONNECTION THEREWITH AND AUTHORIZING THE
EXECUTION OF NECESSARY SECURITY DOCUMENTS AND OTHER
DOCUMENTS AND CERTIFICATES AND RELATED ACTIONS

WHEREAS, pursuant to Internal Revenue Service Revenue Ruling 63-20, as amended
and updated by Internal Revenue Service Revenue Procedure 82-26 (the “Revenue Procedure”),
bonds issued by a nonprofit corporation organized under the laws of the state of California (the
“State”) in order to finance facilities in the State may qualify as tax-exempt obligations upon
compliance with the requirements set forth in the Revenue Procedure; and

WHEREAS, the County of Los Angeles (the “County”) is the owner of certain real
property within the County, in the City of Los Angeles, the street addresses of which are 510,
526 and 532 South Vermont Avenue and 523 Shatto Place (collectively, the “Land’); and

WHEREAS, Los Angeles County Facilities Inc. (LACF) is a California nonprofit public
benefit corporation formed for the purposes of (i) assisting in the erection and maintenance of
public buildings, monuments, facilities, housing, or works, (ii) combatting community
deterioration and carrying out neighborhood revitalization and community economic
development by receiving and administering funds exclusively for educational and charitable
purposes, (iii) promoting social welfare and education through cooperative programs with
governmental entities, (iv) undertaking activities which lessen the burdens of government, and

(v) carrying on other charitable activities associated with the foregoing purposes as allowed by
law; and

WHEREAS, LACF’s powers include entering into lease agreements and issuing bonds
consistent with such purposes on behalf of the County; and

WHEREAS, in accordance with Article 9 (commencing with Section 54240) of Chapter
5 of Part 1 of Division 2 of Title 5 of the California Government Code (the “Government Code™)
authorizing public leasebacks, the County desires to lease the Land to LACF pursuant to a
Ground Lease Agreement, by and between the County and LACF (the “Ground Lease”), in order
for LACF to design, develop, permit, and construct improvements and install furniture, fixtures
and equipment on the Land consisting of (i) a new office building with (A) approximately
468,000 gross square feet of Class A office space with ground floor retail space and public
serving uses, and (B) approximately 965 structured parking spaces, and (ii) a separate 10-story
garage structure containing approximately 768 parking spaces, all to serve as the headquarters
and office space for the County’s Department of Mental Health, office space for the County’s
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Department of Workforce Development, Aging and Community Services, and office space for
other County departments, divisions or staff (collectively, the “Project’™); and

WHEREAS, the County will sublease the Land, the Project and such other
improvements as may be located on the Land from time to time (collectively, the “Premises’)
back from LACF pursuant to a Facilities Lease Agreement, between LACF, as sublandlord, and
the County, as subtenant (the “Facilities Lease™); and

WHEREAS, LACEF, as sublandlord, will engage TC LA Development, Inc., as developer
(the “Developer™) to develop, oversee and manage the design, permitting and construction
phases of the Project in accordance with the terms and conditions of a Development Agreement,
by and between LACF and the Developer (the “Development Agreement”), for a fixed price as
provided in the Facilities Lease, all of which shall be subject to the subtenant’s concurrence as
provided in the Facilities Lease; and

WHEREAS, the Project is necessary to meet the County’s requirements to provide for
the mental health and social services needs of its citizens; and

WHEREAS, the County does not wish to undertake the governmental burden associated
with the development of the Project, and has determined that the proposal by LACF is the most

efficient means for achieving the Project and to relieve the County of the governmental burden
thereof; and

WHEREAS, in accordance with Government Code Section 54241, the County shall
ordain the approval of the Ground Lease and Facilities Lease; and

WHEREAS, in order to provide the funds necessary to finance the Project, LACF
desires to provide for the issuance, on a tax-exempt and/or taxable basis, of Los Angeles County
Facilities Inc. Lease Revenue Bonds, Series 2018 (Vermont Corridor County Administration
Building) (the “Series 2018 Bonds™), in one or more series or subseries, with such additional or
other series or subseries designations as may be approved by LACF, in an aggregate principal
amount not to exceed $350,000,000, pursuant to an Indenture (the “Indenture’), by and between
LACF and U.S. Bank National Association, as trustee (the “Trustee”™), payable from the base rent
to be made by the County pursuant to the Facilities Lease and the other assets pledged therefor
under the Indenture; and

WHEREAS, for the purposes of issuing the Series 2018 Bonds pursuant to the Indenture,
the County and LACF desire to expressly subordinate the Facilities Lease to the first lien of the
Construction Leasehold Deed of Trust, Security Agreement, Assignment of Leases and Rents
and Fixture Filing (the “Deed of Trust”), to be executed by LACF encumbering the Premises, by
executing the Subordination, Non-Disturbance and Attornment Agreement (the “Subordination
Agreement”), by and among the County, LACF and the Trustee, it being a condition precedent to
the issuance of the Series 2018 Bonds pursuant to the Indenture, that the lien of the Deed of

Trust be unconditionally and at all times prior and superior to the leasehold interest and estates
created by the Facilities Lease; and

WHEREAS, LACF and the Trustee would not execute the Indenture and LACF would
not issue the Series 2018 Bonds or enter into the Ground Lease, the Facilities Lease, or the
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Development Agreement, except upon the express condition that the County: (i) confirm the
status of the Ground Lease, (ii) confirm any and all approvals to the financing plan contemplated
by the execution of the Indenture, the issuance of the Series 2018 Bonds, the execution of the
Ground Lease, the Facilities Lease, and the Development Agreement and all documents and
mstruments executed in connection therewith, including, without limitation, the Deed of Trust,
(111) obtain the agreement of the County to recognize and agree not to disturb the rights of the
Trustee under the Deed of Trust, and (iv) confirm certain matters with respect to the Ground
Lease and Facilities Lease, all as set forth in the Ground Lessor Consent, Estoppel, Recognition

and Non-Disturbance Agreement (“the Ground Lessor Consent”) by and among the County,
LACEF, and the Trustee; and

WHEREAS, LACF and the County further desire to set forth the terms under which
(1) LACF will receive its issuer fee, and (i1) Public Facilities Group, a Washington nonprofit
corporation (“PFG”), as the sole member of LACF, may be replaced, all as set forth in the Issuer
Fee and Governance Agreement (the “Issuer Fee and Governance Agreement”), by and among
the County, LACF and PFG; and

WHEREAS, pursuant to Government Code Section 5808, before selling any of the
Series 2018 Bonds, LACF shall advertise the Series 2018 Bonds for sale at public sale and shall
invite sealed bids therefor by publication of a notice once at least 10 days before the date of such

public sale in a newspaper of general circulation circulated within the boundaries of the County;
and

WHEREAS, if one or more satisfactory bids are received pursuant to such notice, the
Series 2018 Bonds shall be awarded to the highest responsible bidder; and

WHEREAS, if no bids are received or if LACF determines that the bids received are not
satisfactory as to price or responsibility of the bidders, LACF may reject all bids received, if any,
and either re-advertise or sell the Series 2018 Bonds at private sale; and

WHEREAS, in the event that no bids are received at the public sale or LACF determines
that the bids received are not satisfactory as to price or responsibility of the bidders as provided
in Government Code Section 5808, Barclays Capital Inc., as underwriter (the “Underwriter”),
has submitted to LACF and the County a proposal to purchase the Series 2018 Bonds at a private
sale in the form of a Bond Purchase Agreement (the “Bond Purchase Agreement”); and

WHEREAS, Rule 15¢2-12 promulgated under the Securities Exchange Act of 1934
(“Rule 15¢2-127) requires that, in order to be able to purchase or sell the Series 2018 Bonds, the
underwriter thereof must have reasonably determined that the County and LACF have
undertaken in a written agreement or contract for the benefit of the holders of the Series 2018
Bonds to provide disclosure of certain financial information and certain enumerated events on an
ongoing basis; and

WHEREAS, in order to cause such disclosure requirement to be satisfied, (i) the County
desires to execute a Continuing Disclosure Certificate (the “Continuing Disclosure Certificate™)
and (i1) LACEF shall undertake certain obligations contained in the Indenture; and



WHEREAS, a form of the Preliminary Official Statement (the “Preliminary Official
Statement™) to be distributed in connection with a potential public offering of the Series 2018
Bonds has been prepared; and

WHEREAS, the Board of Supervisors of the County (the “Board of Supervisors™) has
been presented with the form of each document referred to herein relating to the actions
contemplated hereby, and the Board of Supervisors has examined and approved each document
and desires to authorize and direct the execution of such documents and the consummation of
such actions; and

WHEREAS, all acts, conditions and things required by the Constitution and laws of the
State of California to exist, to have happened and to have been performed precedent to and in
connection with the consummation of the actions authorized hereby do exist, have happened and
have been performed in regular and due time, form and manner as required by law, and the
County is now duly authorized and empowered, pursuant to each and every requirement of law,
to consummate such actions for the purpose, in the manner and upon the terms herein provided;

NOW, THEREFORE, THE BOARD OF SUPERVISORS OF THE COUNTY OF

LOS ANGELES, DOES HEREBY RESOLVE, DETERMINE AND ORDER AS
FOLLOWS:

Section 1. All of the recitals herein contained are true and correct and the Board of
Supervisors so finds.

Section 2. The Project, the purposes and activities of LACF with respect to the Project
and the issuance by it of the Series 2018 Bonds, in one or more series and on a tax-exempt and/or
taxable basis, to finance the Project under the Revenue Procedure are hereby approved.

Section 3. Pursuant to the Revenue Procedure, the County will accept title to the

Premises, including any additions to the Premises as a result of the Project, when the Series 2018
Bonds to be issued by LACF are discharged.

Section 4. In the event that no bids are received at the public sale or LACF determines
that the bids received are not satisfactory as to price or responsibility of the bidders as provided
in Government Code Section 5808, the form of the Bond Purchase Agreement, submitted to and
on file with the Acting Executive Officer-Clerk of the Board of Supervisors, is hereby approved,
and the Chair of the Board of Supervisors, and such other member of the Board of Supervisors as
the Chair may designate, the Treasurer and Tax Collector of the County, the Chief Executive
Officer of the County or any other person or persons designated by the Treasurer and Tax
Collector of the County or the Chief Executive Officer of the County (collectively, the
“Authorized Officers™), are each hereby authorized and directed, for and in the name and on
behalf of the County, to execute and deliver the Bond Purchase Agreement in substantially said
form, with such changes therein as the Authorized Officer executing the same may require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof;
provided, however, that the underwriter’s discount for the sale of the Series 2018 Bonds shall not
exceed 1.00% of the aggregate principal amount of the Series 2018 Bonds.



Section 5. The form of the Subordination Agreement, submitted to and on file with the
Acting Executive Officer-Clerk of the Board of Supervisors, is hereby approved, and the
Authorized Officers are each hereby authorized and directed, for and in the name and on behalf
of the County, to execute and deliver the Subordination Agreement in substantially said form,
with such changes therein as the Authorized Officer executing the same may require or approve,
such approval to be conclusively evidenced by the execution and delivery thereof.

Section 6. The form of the Ground Lessor Consent, submitted to and on file with the
Acting Executive Officer-Clerk of the Board of Supervisors, is hereby approved, and the
Authorized Officers are each hereby authorized and directed, for and in the name and on behalf
of the County, to execute and deliver the Ground Lessor Consent in substantially said form, with
such changes therein as the Authorized Officer executing the same may require or approve, such
approval to be conclusively evidenced by the execution and delivery thereof.

Section 7. The form of the Issuer Fee and Governance Agreement, submitted to and on
file with the Acting Executive Officer-Clerk of the Board of Supervisors, is hereby approved,
and the Authorized Officers are each hereby authorized and directed, for and in the name and on
behalf of the County, to execute and deliver the Issuer Fee and Governance Agreement in
substantially said form, with such changes therein as the Authorized Officer executing the same
may require or approve, such approval to be conclusively evidenced by the execution and
delivery thereof.

Section 8. The form of Continuing Disclosure Certificate, submitted to and on file with
the Acting Executive Officer-Clerk of the Board of Supervisors, is hereby approved, and the
Authorized Officers are each hereby authorized and directed, for and in the name and on behalf
of the County, to execute and deliver the Continuing Disclosure Certificate in substantially said
form, with such changes therein as the Authorized Officer executing the same may require or
approve, such approval to be conclusively evidenced by the execution and delivery thereof.

Section 9. The form of Preliminary Official Statement, submitted to and on file with the
Acting Executive Officer-Clerk of the Board of Supervisors, with such changes therein as may
be approved by an Authorized Officer, is hereby approved, and the use of the Preliminary
Official Statement in connection with the offering and sale of the Series 2018 Bonds is hereby
authorized and approved. The Authorized Officers are each hereby authorized to certify on
behalf of the County that the Preliminary Official Statement is deemed final as of its date, within
the meaning of Rule 15¢2-12 (except for the omission of certain final pricing, rating and related
information as permitted by Rule 15¢2-12).

Section 10. The preparation and delivery of an Official Statement, and its use by the
Underwriter in connection with the offering and sale of the Series 2018 Bonds, is hereby
authorized and approved. The Official Statement shall be in substantially the form of the
Preliminary Official Statement with such changes, insertions and omissions as may be approved
by an Authorized Officer.

Section 11. The Authorized Officers are hereby authorized and directed, jointly and
severally, to do any and all things which they may deem necessary or advisable in order to



consummate the transactions herein authorized and otherwise to carry out, give effect to and
comply with the terms and intent of this Resolution.

Section 12. All actions heretofore taken by the officers, employees and agents of the
County with respect to the transactions set forth above are hereby approved, confirmed and
ratified.

The foregoing Resolution was on the day of , 2018, adopted by the Board
of Supervisors of the County of Los Angeles and ex officio the governing body of all other
special assessment and taxing districts, agencies and authorities for which the Board so acts.

CELIA ZAVALA, Acting Executive
Officer-Clerk of the Board of Supervisors of
the County of Los Angeles

By:

Deputy
APPROVED AS TO FORM:

MARY C. WICKHAM
County Counsel

sVl Moo

Deputy County Counsel




LOS ANGELES COUNTY FACILITIES INC.

$[2018A Par Amount] $[2018B Par Amount]
Lease Revenue Bonds, Series 2018A Lease Revenue Bonds, Series 2018B
(Vermont Corridor County Administration (Vermont Corridor County Administration
Building) (T ax-Exempt) Building) (Federally Taxable)

BOND PURCHASE AGREEMENT

July ,2018

Los Angeles County Facilities Inc.
c/o Public Facilities Group

1414 Fourth Avenue

Seattle, Washington 98101

Board of Supervisors
County of Los Angeles, California
Los Angeles, California

Ladies and Gentlemen:

The undersigned, Barclays Capital Inc., as underwriter (the “Underwriter”), offers to
enter into this Bond Purchase Agreement (the “Purchase Agreement”) with Los Angeles County
Facilities Inc. (the “Issuer”), a California nonprofit public benefit corporation, and the County of
Los Angeles (the “County”), a political subdivision of the State of California (the “State”),
which, upon acceptance of this offer by the Issuer and the County, will be binding upon the
Issuer, the County and the Underwriter. This offer is made subject to written acceptance hereof
by the Issuer at or before 5:00 p.m., Pacific Time, on the date hereof, unless extended by
agreement of the parties.

Exhibits A through I are attached to this Purchase Agreement and, by this reference, are
made a part hereof. Capitalized terms used and not otherwise defined herein are defined in the
Indenture of Trust (the “Indenture”) dated as of July 1, 2018, between the Issuer and U.S. Bank
National Association, as trustee (the “Trustee”).

1. PURCHASE AND SALE. The Los Angeles County Facilities Inc., Lease
Revenue Bonds, Series 2018A (Vermont Corridor County Administration Building) (Tax-
Exempt) (the “Series 2018A Bonds”) and Lease Revenue Bonds, Series 2018B (Vermont
Corridor County Administration Building) (Federally Taxable) (the “Series 2018B Bonds” and,
together with the Series 2018A Bonds, the “Bonds”) are to be issued by the Issuer on behalf of the
County pursuant to Revenue Ruling 63-20 of the U.S. Treasury, as amended and updated by
Revenue Procedure 82-26 of the U.S. Treasury (the “Ruling”), shall be dated as of the date of

BOND PURCHASE CONTRACT -1



delivery to the Underwriter, and shall mature and be subject to redemption on the dates, at the
redemption prices and in the principal amounts, shall bear interest payable on the dates and at the
interest rates per annum, and shall be initially offered to the public at the prices or yields, all as set
forth in Exhibit A. Subject to the terms and conditions and in reliance on the representations,
warranties, covenants and agreements set forth herein, the Underwriter hereby agrees to purchase
from the Issuer, and the Issuer hereby agrees to sell and deliver to the Underwriter, all (but not

less than all) of (a) the Series 2018 A Bonds, at a purchase price of $ , representing
the $[2018A Par Amount] par amount of the Series 2018A Bonds, [plus][less] [net]
[premium][discount] of $ , less Underwriter’s discount of $ and (b)
the Series 2018B Bonds, at a purchase price of $ , representing the $[2018B Par

Amount] par amount of the Series 2018B Bonds, [plus][less] [net] [premium][discount] of
$ , less Underwriter’s discount of $

2. THE BONDS. The Issuer’s Board of Directors (the “Board”) adopted a
resolution approving the issuance of the Bonds and the entrance into the Ground Lease, the
Facilities Lease (each as defined below), and the Indenture on , 2018

(collectively the “Issuer Authorization”). The Board of Supervisors of the County adopted a
resolution approving, among other things, the issuance of the Bonds and an Ordinance approving
the entrance into the Ground Lease and the Facilities Lease on , 2018
(collectively the “County Authorization). The Bonds are to be issued pursuant to the Issuer
Authorization and the Indenture in substantially the form heretofore delivered to the Underwriter.
The Bonds shall be as described in the Preliminary Official Statement dated June , 2018,
relating to the Bonds (together with any appendices thereto, any documents incorporated therein
by reference and any supplements or amendments thereto being herein called the “Preliminary
Official Statement™) and in Exhibit A hereto.

The proceeds of the Bonds will be used to (a) finance or refinance costs of: designing,
developing, permitting, and constructing improvements and installing furniture, fixtures and
equipment for (i) a new office building including approximately (A) 467,758 gross square feet of
Class A office space, (B) approximately 3,863 gross square feet of quick service retail, (C) 3,597
gross square feet of ground floor clinic space, (D) 936 structured parking spaces, and (ii) a
separate 10-story garage structure containing approximately 800 parking spaces, all to serve as
the headquarters, offices and clinic space for the County’s Department of Mental Health, office
space for the County’s Department of Workforce Development, Aging and Community Services,
and other County departments, divisions or staff (collectively, the “Project”), to be located on a
site (currently consisting of 510, 526 and 532 South Vermont Avenue and 523 Shatto Place)
owned by the County in the City of Los Angeles, California (the “Land”); (b) capitalize interest
on the Bonds, and (c) pay costs of issuance of the Bonds. The Project is being constructed
pursuant to a Development Agreement between the Issuer and TC LA Development, Inc., a
Delaware corporation (the “Developer”), dated as of , 2018 (the “Development
Agreement”). The Land is owned by the County and the County will lease the Land to the Issuer
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pursuant to the Ground Lease Agreement between the County and the Issuer, dated as of July 1,
2018 (the “Ground Lease”). The Issuer will lease the Land, the Project and such other
improvements as may be located on the Land from time to time (collectively, the “Premises”) to
the County pursuant to a Facilities Lease Agreement between the Issuer, as landlord, and the
County, as tenant, dated as of July 1, 2018 (the “Facilities Lease”).

3. OFFICIAL STATEMENT

3.1 Official Statement. Upon the Issuer’s and the County’s acceptance of this
offer, the Issuer and the County shall be deemed to have ratified, approved and confirmed the
Preliminary Official Statement with respect to the Bonds, in connection with the public offering
and sale of the Bonds by the Underwriter. The Issuer shall deliver the final Official Statement to
the Underwriter (a) in “designated electronic format” (as defined in Rule G-32 of the Municipal
Securities Rulemaking Board (the “MSRB”)) and (b) in printed form in such quantities as the
Underwriter shall reasonably request, dated the date hereof, substantially in the form of the

Preliminary Official Statement, with only such changes as shall have been accepted by the
Underwriter (said document, including its cover page, inside cover page and appendices, as the
same may be amended and supplemented in accordance with this Purchase Agreement and as
disseminated in its printed physical form or in electronic form in all respects materially
consistent with such physical form, the “Official Statement™), approved for distribution pursuant
to the Issuer Authorization and the County Authorization. The Issuer shall, as soon as
practicable, but not later than seven (7) business days from the date hereof, deliver to the
Underwriter such copies of the Official Statement and, in the event the date of Closing (as
defined in Section 7 below) is less than seven (7) business days after the date hereof, upon
request of the Underwriter, in sufficient time to accompany any confirmation requesting payment
from any customers of the Underwriter and not later than three (3) business days prior to
Closing; provided, however, that the failure of the Issuer to comply with this requirement due to
any circumstance outside of the control of the Issuer shall not constitute cause for a failure of or
refusal by the Underwriter to accept delivery of, or pay for, the Bonds. The Issuer has previously
delivered to the Underwriter the Preliminary Official Statement. The Issuer represents and
warrants that the Preliminary Official Statement has been deemed final by the Issuer, for
purposes of paragraph (b)(1) of Rule 15¢2-12 (“Rule 15¢2-12”) under the Securities Exchange
Act of 1934, as amended, except for the omission of no more than offering prices, interest rates,
Underwriter’s discount, aggregate principal amount and principal amounts per maturity, delivery
dates, ratings and other terms of the Bonds depending on such matters. The Issuer hereby
ratifies, approves and confirms the distribution and use of the Preliminary Official Statement by
the Underwriter in connection with the public offering and sale of the Bonds prior to the
availability of the Official Statement.

3.2  Amendments or Supplements. Between the date of this Purchase
Agreement and 25 days following the “end of the underwriting period” (as defined in Rule 15¢2-
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12), if any event occurs or any pre-existing fact becomes known that might or would cause the
Official Statement, as then supplemented or amended, to contain any untrue statement of a
material fact or to omit to state a material fact necessary to make the statements therein, in light
of the circumstances under which they were made, not misleading, or if any event relating to or
affecting the correctness or completeness of any statement contained in the Official Statement
occurs, then the Issuer (to the extent of its knowledge) and the County (to the extent of its
knowledge) will promptly notify the Underwriter, and the Issuer or the County, as applicable, of
the circumstances and details of such event or fact. If, in the opinion of the Underwriter, such
event should be set forth or reflected in an amendment of or supplement to the Official Statement
to make the Official Statement not misleading in light of the circumstances existing at the time it
is delivered to the Underwriter, then the Issuer will, with the cooperation of the County to the
extent applicable but at the sole expense of the Issuer, forthwith prepare and furnish to the
Underwriter a reasonable number of copies of an amendment of or supplement to the Official
Statement (in form and substance satisfactory to the Underwriter, the Issuer and the County) that
will amend or supplement the Official Statement so that it will not contain an untrue statement of
a material fact or omit to state a material fact necessary to make the statements therein, in light of
the circumstances existing at the time the Official Statement is delivered to the Underwriter, not
misleading. Unless otherwise notified in writing by the Underwriter, the Issuer and County shall
assume that the “end of the underwriting period” for purposes of Rule 15c¢2-12 shall be the date
of the Closing. In the event such notice is so given in writing by the Underwriter, the
Underwriter agrees to notify the Issuer and the County in writing following the occurrence of the
end of the underwriting period.

33 Submission to the MSRB. The Issuer authorizes the Underwriter, and the
Underwriter agrees, to submit one copy of the Official Statement to the MSRB in its Electronic
Municipal Market Access System not later than seven (7) business days after the date of the
Official Statement. The Underwriter shall fulfill all other responsibilities imposed upon
Underwriter by Rule 15¢2-12.

4. PUBLIC OFFERING. It shall be a condition to the Issuer’s obligations to sell
and to deliver the Bonds to the Underwriter and to the Underwriter’s obligation to purchase, to
accept delivery of and to pay for the Bonds that the entire principal amount of the Bonds shall be
issued, sold and delivered by the Issuer and purchased, accepted and paid for at Closing. The
Underwriter agrees to make a bona fide public offering of all the Bonds at a price which does not
exceed the initial public offering prices or the yields as set forth on the inside cover page of the
Official Statement. Subject to Section 11 hereof, subsequent to the initial public offering, the
Underwriter reserves the right to change the public offering prices (or yields) as the Underwriter
deems necessary in connection with the marketing of the Bonds, provided that the Underwriter
shall not change the interest rates as set forth on the inside cover page of the Official Statement.
The Bonds may be offered and sold to certain dealers (including dealers depositing the Bonds into
investment trusts) at prices lower than such initial public offering prices. The County and the
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Issuer hereby authorize the use by the Underwriter of this Purchase Agreement, the Indenture, the
Development Agreement, the Ground Lease, the Facilities Lease, the Issuer Authorization, the
County Authorization, the County Undertaking (as defined in Section 6.1 below) and the Official
Statement, and any supplements or amendments thereto, and the information contained in each of
such documents, in connection with the public offering and sale of the Bonds.

5. REPRESENTATIONS, WARRANTIES AND AGREEMENTS OF ISSUER.
The Issuer represents and warrants to the Underwriter and the County as of the date hereof, and
will represent and warrant to the Underwriter and the County as of the date of Closing, that:

5.1  The Issuer is a nonprofit public benefit corporation duly and validly
created and is validly existing under the laws of the State of California.

5.2 The Issuer has full legal right, power and authority to finance, own and
lease the Project and full legal right, power and authority to act on behalf of the County for
purposes of the Ruling as described in the Preliminary Official Statement and the Official
Statement.

5.3 The Issuer has full legal right, power and authority to (a) adopt the Issuer
Authorization, (b) enter into this Purchase Agreement, the Ground Lease, the Facilities Lease,
the Development Agreement, the Indenture, the Construction Leasehold Deed of Trust, Security
Agreement, Assignment of Leases and Rents and Fixture Filing dated as of July 1, 2018, by the
Issuer as grantor, to as deed of trust trustee, for the benefit of the Trustee as
beneficiary (the “Deed of Trust”), the Assignment of Leases and Cash Collateral dated as of July
1, 2018, from the Issuer to the Trustee (the “Assignment of Leases”), the Unsecured
Environmental Indemnity Agreement dated as of July 1, 2018, from the Issuer to the Trustee (the
“Environmental Indemnity Agreement”), the Subordination, Non-Disturbance and Attornment
Agreement dated as of July 1, 2018, among the Issuer, the County and the Trustee (the
“SNDA”), the Ground Lessor Consent, Estoppel, Recognition and Non-Disturbance Agreement
dated as of July 1, 2018, among the Issuer, the County and the Trustee (the “Recognition
Agreement”), the Assignment of Construction Documents dated as of July 1, 2018, from the
Issuer to the Trustee (the “Assignment of Construction Documents”), and all other documents
executed, delivered and to be delivered by the Issuer to which it is or will be a party in
connection with the requirements of this Purchase Agreement and the Indenture (collectively, the

“Issuer Documents”), (c) carry out and consummate the transactions contemplated by the Issuer
Authorization, the Issuer Documents and the Preliminary Official Statement, and (d) issue, sell
and deliver the Bonds to the Underwriter as provided herein.

5.4 By all necessary official action of the Issuer prior to or concurrently with
the acceptance hereof, the Issuer has duly authorized all necessary action to be taken by it for (i)
the adoption of the Issuer Authorization and the issuance and sale of the Bonds, (ii) the approval,
execution and delivery of, and the performance by the Issuer of the obligations on its part
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contained in, the Bonds and the Issuer Documents, (iii) the approval, distribution and use of the
Preliminary Official Statement and the approval, execution, distribution and use of the Official
Statement for use by the Underwriter in connection with the public offering of the Bonds, and
(iv) the consummation by it of all other transactions described in the Official Statement, the
Issuer Documents and any and all such other agreements and documents as may be required to
be executed, delivered or received by the Issuer in order to carry out, give effect to, and
consummate the transactions described herein and in the Official Statement.

5.5  This Purchase Agreement has been duly authorized, executed and
delivered by the Issuer, and constitutes a legal, valid and binding obligation of the Issuer,
enforceable in accordance with its terms, subject to bankruptcy, insolvency, reorganization,
moratorium, and other similar laws and principles of equity relating to or affecting the
enforcement of creditors’ rights.

5.6  The other Issuer Documents, when duly executed and delivered, will
constitute legal, valid and binding obligations of the Issuer, enforceable in accordance with their
respective terms, subject to bankruptcy, insolvency, reorganization, moratorium, and other
similar laws and principles of equity relating to or affecting the enforcement of creditors’ rights.

5.7  The execution and delivery of the Bonds and the Issuer Documents and
the adoption of the Issuer Authorization and compliance with the provisions on the Issuer’s part
contained therein, will not conflict with or constitute a breach of or default under any law,
administrative regulation, judgment, decree, loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which the Issuer is a party or to which the Issuer is or to which
any of its property or assets are otherwise subject nor will any such execution, delivery, adoption
or compliance result in the creation or imposition of any lien, charge or other security interest or
encumbrance of any nature whatsoever upon any of the property or assets of the Issuer to be
pledged to secure the Bonds or under the terms of any such law, regulation or instrument, except
as provided by the Bonds, the Indenture and the other Issuer Documents.

5.8 The Bonds, when issued, delivered and paid for, in accordance with the
Issuer Authorization, the Indenture and this Purchase Agreement, will have been duly
authorized, executed, issued and delivered by the Issuer and will constitute the valid and binding
obligations of the Issuer, enforceable against the Issuer in accordance with their terms, subject to
bankruptcy, insolvency, reorganization, moratorium, and other similar laws and principles of
equity relating to or affecting the enforcement of creditors’ rights.

5.9  Upon the issuance, authentication and delivery of the Bonds as aforesaid,
the Indenture will provide, for the benefit of the holders from time to time of the Bonds, the
legally valid and binding pledge of and lien on the Trust Estate as defined and pledged to such
Bonds under the Indenture, and as provided in and contemplated by the Indenture.
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5.10  The Preliminary Official Statement (except for information relating to and
provided by the County and the Depository Trust Company as to which the Issuer makes no
representation), as of its date and as of the date of this Purchase Agreement, did not and does not
contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading.

5.11 The Issuer has deemed final as of its date the Preliminary Official
Statement for purposes of Rule 15¢2-12, except for the omission of no more than offering prices,
interest rates, Underwriter’s discount, aggregate principal amount and principal amounts per
maturity, delivery dates, ratings and other terms of the Bonds depending on such matters.

5.12 The Bonds and the Indenture conform to the descriptions thereof
contained in the Preliminary Official Statement and the Official Statement under the captions
“THE BONDS,” “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS” and
“APPENDIX C — Forms of Principal Legal Documents,” and the proceeds of the sale of the
Bonds will be applied generally as described in the Preliminary Official Statement and the
Official Statement under the captions “INTRODUCTION—General” (second paragraph), “THE
PROJECT” and “ESTIMATED SOURCES AND USES.”

5.13  The Issuer has the legal authority to apply and will apply, or cause to be
applied, the proceeds from the sale of the Bonds as provided in and subject to all of the terms and
provisions of the Indenture, including for payment or reimbursement of expenses incurred in
connection with the negotiation, marketing, issuance and delivery of the Bonds to the extent
required by Section 10.1 of this Purchase Agreement, and will not take or omit to take any action
which action or omission will adversely affect the exclusion from gross income for federal
income tax purposes of the interest on the Series 2018 A Bonds.

5.14 At the time of the Issuer’s acceptance hereof and (unless the Official
Statement is amended or supplemented in accordance with this Purchase Agreement) at all times
subsequent thereto during the period up to and including the date of Closing, the Official
Statement (except for information relating to and provided by the County and the Depository
Trust Company as to which the Issuer makes no representation) does not and will not contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein
or necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading.

5.15 If the Official Statement is supplemented or amended in accordance with
this Purchase Agreement, at the time of each supplement or amendment thereto and (unless
subsequently again supplemented or amended pursuant to such paragraph) at all times
subsequent thereto and until the end of the underwriting period as defined in Section 3.2, the
Official Statement, as so supplemented or amended (except for information relating to and
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provided by the County and the Depository Trust Company as to which the Issuer makes no
representation), will not contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

5.16  Prior to the Closing, the Issuer will not take any action within or under its
control that will cause any adverse change of a material nature in the financial position, results of
operations or condition, financial or otherwise, of the Issuer.

5.17 The Issuer is not in breach of or default under any applicable
constitutional provision, law or administrative regulation of the State or the United States
relating to the issuance of the Bonds or any applicable judgment or decree or any loan
agreement, indenture, bond, note, resolution, agreement or other instrument to which the Issuer is
a party or to which the Issuer or any of its property or assets is otherwise subject, and no event
which would have a material and adverse effect upon the financial condition of the Issuer has
occurred and is continuing which constitutes or with the passage of time or the giving of notice,
or both, would constitute a default or event of default by the Issuer under any of the foregoing.

5.18  Except to the extent disclosed in the Preliminary Official Statement and
the Official Statement, there is no litigation, action, suit, proceeding, inquiry or investigation, at
law or in equity, before or by any court, governmental agency, public board or body, pending or,
to the best knowledge of the Issuer, threatened against the Issuer: (i) affecting the existence of
the Issuer or the titles of its officers to their respective offices, (ii) affecting or seeking to
prohibit, restrain or enjoin the sale, issuance or delivery of the Bonds, (iii) in any way contesting
or affecting the validity or enforceability of the Bonds or the Issuer Documents, (iv) contesting
the exclusion from gross income of interest on the Series 2018A Bonds for federal income tax
purposes, (V) contesting in any way the completeness or accuracy of the Preliminary Official
Statement or the Official Statement or any supplement or amendment thereto, or (vi) contesting
the powers of the Issuer or any authority for the issuance of the Bonds, the adoption of the Issuer
Authorization or the execution and delivery of the Issuer Documents, nor, to the best knowledge
of the Issuer, is there any basis therefor, wherein an unfavorable decision, ruling or finding
would materially adversely affect the validity or enforceability of the Bonds or the Issuer
Documents.

5.19 Except as provided in the Preliminary Official Statement and the Official
Statement, all authorizations, approvals, licenses, permits, consents and orders of any
governmental authority, legislative body, board, agency or commission having jurisdiction of the
matter which are required for the due authorization of, which would constitute a condition
precedent to, or the absence of which would materially adversely affect the approval or adoption,
as applicable, of the Issuer Documents, the issuance of the Bonds or the due performance by the
Issuer of its obligations under the Issuer Documents, and the Bonds, have been duly obtained,
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except for such approvals, consents and orders as may be required under the blue sky or other
securities laws of any state in connection with the offering and sale of the Bonds and except for
certain construction permits, certificates of occupancy and similar approvals which the Issuer
expects to obtain in due course.

5.20  The Issuer will furnish such information and execute such instruments and
take such action in cooperation with the Underwriter, at no expense to the Issuer, as the
Underwriter may reasonably request (A) to (y) qualify the Bonds for offer and sale under the
blue sky or other securities laws and regulations of such states and other jurisdictions in the
United States as the Underwriter may designate and (z) determine the eligibility of the Bonds for
investment under the laws of such states and other jurisdictions and (B) to continue such
qualifications in effect so long as required for the distribution of the Bonds (provided, however,
that the Issuer will not be required to qualify as a foreign corporation or to file any general or
special consents to service of process under the laws of any jurisdiction) and will advise the
Underwriter immediately of receipt by the Issuer of any written notification with respect to the
suspension of the qualification of the Bonds for sale in any jurisdiction or the initiation or threat
of any proceeding for that purpose.

5.21  The Issuer will not, prior to the Closing, offer or issue any bonds, notes or
other obligations for borrowed money or incur any material liabilities, direct or contingent,
except in the ordinary course of business, without the prior approval of the Underwriter.

5.22  The Issuer has not failed during the previous five years to comply with
any previous undertakings in a written continuing disclosure contract or agreement under Rule
15¢2-12; the undertaking in connection with the Bonds is the Issuer’s first written continuing
disclosure contract or agreement under Rule 15¢2-12.

5.23  Any certificate signed and delivered to the Underwriter by any official of
the Issuer authorized to do so in connection with the transactions described in this Purchase
Agreement shall be deemed a representation and warranty by the Issuer to the Underwriter as to
the statements made therein.

6. REPRESENTATIONS, WARRANTIES AND AGREEMENTS OF THE
COUNTY. The County represents and warrants to the Underwriter and to the Issuer as of the
date hereof, and will represent and warrant to the Underwriter and the Issuer as of the date of
Closing, as follows:

6.1 The County is, and will be on the date of Closing, a political subdivision
of the State organized and operating pursuant to the Constitution and laws of the State with the
full legal right, power and authority to (a) adopt the County Authorization, (b) enter into the
Ground Lease, the Facilities Lease, the SNDA, the Recognition Agreement, the Continuing
Disclosure Certificate of the County in the form set forth at Appendix E-2 to the Preliminary
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Official Statement (the “County Undertaking™), and this Purchase Agreement (collectively the
“County Documents”), (¢) own its properties and carry on its business as presently conducted,
(d) lease the Land, as landlord, to the Issuer pursuant to the Ground Lease and lease the Premises
from the Issuer pursuant to the Facilities Lease, (e) deliver at the Closing the Certificate of
County attached as Exhibit B hereto and the Certificate of the County with respect to certain tax
matters required by this Purchase Agreement and (f) carry out and consummate the transactions
contemplated by the County Authorization, the County Documents, the Preliminary Official
Statement and the Official Statement.

6.2 By official action of the County, prior to or concurrently with the
acceptance hereof, the County has duly authorized and approved the execution and delivery of,
and the performance by the County of the obligations on its part contained in, the County
Documents to be executed by it and the consummation by it of all other transactions
contemplated by the County Documents.

6.3 This Purchase Agreement has been, as of the date hereof, and the other
County Documents will have been, as of the date of Closing, duly authorized, executed and
delivered by the County and constitute, or will constitute, legal, valid and binding agreements of
the County, enforceable in accordance with their respective terms, except as enforcement thereof
may be limited by bankruptcy, insolvency or other laws affecting enforcement of creditors’
rights generally and by the application of equitable principles if equitable remedies are sought.

6.4  To the best knowledge of the County, the execution and delivery of the
County Documents and the adoption of the County Authorization by the County and compliance
with the provisions on the County’s part contained herein and therein, will not in any material
respect conflict with or constitute a breach of or default under any law, administrative regulation,
judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the County is a party or to which the County is or to which any of its
property or assets are otherwise subject, nor will any such execution, delivery, adoption or
compliance result in the creation or imposition of any lien, charge or other security interest or
encumbrance of any nature whatsoever upon any of the properties or assets of the County or
under the terms of any such law, administrative regulation, judgment, decree, loan agreement,
indenture, bond, note, resolution, agreement or other instrument, except as provided in the
County Documents to be executed by the County.

6.5  To the best knowledge of the County, the County is not in breach of or
default under any applicable law or administrative regulation of the State or any applicable
judgment or decree or any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the County is a party or is otherwise subject, which breach or default would
materially adversely affect the County’s ability to enter into or perform its obligations under the
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County Documents to be executed by it, and no event has occurred and is continuing which, with
the passage of time or the giving of notice, or both, would constitute such a breach or default.

6.6  To the best knowledge of the County, and except as disclosed in the
Preliminary Official Statement and in the Official Statement, there is no action, suit, proceeding,
inquiry or investigation, at law or in equity, before or by any court, governmental agency, public
board or body, pending in which service of process has been completed against the County or
threatened against the County in any material respect affecting the existence of the County or the
titles of its officers to their respective offices or seeking to prohibit, restrain or enjoin the
adoption of the County Authorization or the payment of Rent as required under the Facilities
Lease or in any way contesting or affecting the validity or enforceability of the County
Documents or contesting the powers of the County or its authority to enter into, adopt or perform
its obligations under any of the foregoing, or contesting in any way the completeness or accuracy
of the information relating to and provided by the County in the Preliminary Official Statement
or the Official Statement, or any amendment or supplement thereto, wherein an unfavorable
decision, ruling or finding would materially adversely affect the validity or enforceability of the
County Documents to be executed by the County or this Purchase Agreement or that could have
a material adverse impact upon the ability of the County to enter into or perform its obligations
under such documents or that may result in any material adverse change in the business,
properties, assets or the financial condition of the County or in any way contesting the existence
or powers of the County.

6.7  The information relating to and provided by the County contained in the
Preliminary Official Statement was, as of the date thereof, and is, as of the date hereof
(excluding any information permitted to be omitted pursuant to Rule 15c¢2-12), and the
information of or pertaining to the County contained in the Official Statement will be, as of the
date of Closing, true and correct in all material respects and such information did not, does not
and will not, as applicable, contain any untrue or misleading statement of a material fact or omit
to state any material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

6.8  If the information relating to and provided by the County in the Official
Statement is amended or supplemented in accordance with this Purchase Agreement, at the time
of each supplement or amendment thereto and (unless subsequently again supplemented or
amended pursuant to such Section) at all times subsequent thereto up to and including the date
which is 25 days after the End of the Underwriting Period for the Bonds, the County will further
amend or supplement the Official Statement so that the Official Statement, as supplemented or
amended (including any financial and statistical data contained therein), will not contain any
untrue statement of a material fact or omit to state a material fact relating to and provided by the
County in necessary to make such information therein, in the light of the circumstances under
which it was presented, not misleading.
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6.9  Other than those which have heretofore been disclosed to the Underwriter
in writing and except as may be required under blue sky or other securities laws of any state, no
consent, approval, authorization or order of any State court or governmental body is required for
the consummation by the County of the transactions contemplated by the Official Statement,
except such as have been obtained and except such as may be required under state securities or
blue sky laws in connection with the purchase and distribution of the Bonds by the Underwriter.

6.10  After the date of Closing, the County will not participate in the issuance of
any amendment of or supplement to the Official Statement to which, after being furnished with a
copy, the Underwriter shall reasonably object in writing or which shall be disapproved by
counsel for the Underwriter.

6.11 The County has not within the last five years failed to comply in any
material respect with any continuing disclosure undertakings with regard to Rule 15¢2-12, to
provide annual reports or notices of enumerated events specified in such rule.

6.12  The financial statements of, and other financial information regarding, the
County contained in the Preliminary Official Statement and in the Official Statement fairly
present the financial position and results of the operations of the County as of the dates and for
the periods therein set forth, and, to the best of the County’s knowledge, (i) the audited financial
statements have been prepared in accordance with generally accepted accounting principles
consistently applied, and (ii) the other financial information has been determined on a basis
substantially consistent with that of the County’s audited financial statements included in the
Preliminary Official Statement and in the Official Statement.

6.13 Any certificate signed by an authorized County representative and
delivered to the Underwriter pursuant to this Purchase Agreement shall be deemed a
representation and warranty by the County to the Underwriter as to the truth of the statements
therein made.

6.14  [The exceptions set forth in the preliminary title report with respect to the
Land, subject to permitted encumbrances, do not, and the exceptions set forth in the policy or
policies of title insurance will not, materially impair the value of the Land, the existing facilities
thereon or the sites thereof, nor materially impair the County’s enjoyment of the same for any
purposes for which they are, or may reasonably be expected to be, used].

7. THE CLOSING. At 8:00 a.m., Pacific Time, on July _, 2018, or at such other
time or on such other date as may be mutually agreed upon by the Issuer and the Underwriter, the
Issuer shall, subject to the terms and conditions hereof, (a) deliver or cause to be delivered to the
Trustee to be held by the Trustee on behalf of The Depository Trust Company (“DTC”), for credit
to the account of the Underwriter, the Bonds in definitive form duly executed by the Issuer and
authenticated by the Trustee, and (b) deliver or cause to be delivered to the Underwriter the other
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documents and instruments to be delivered at the Closing pursuant to Section 8.6 of this Purchase
Agreement (the “Closing Documents’’). At the same time and place, and subject to the terms and
conditions hereof, the Underwriter shall accept such delivery of and pay the purchase price for the
Bonds as set forth in Section 1 hereof and Exhibit A hereto by wire transfers in immediately
available funds to the Trustee. Such delivery and payment is herein referred to as the “Closing.”

Delivery of the Closing Documents and payment for the delivery of the Bonds shall be
made at the Los Angeles, CA office of Orrick, Herrington & Sutcliffe LLP or at such other
location as is agreeable to the Issuer, the County, and the Underwriter.

The Bonds shall be in definitive form, shall be registered in the Bond Register in the
name of Cede & Co., the nominee of DTC, and shall be in authorized denominations. The
Underwriter shall order CUSIP identification numbers, and the Issuer shall cause such CUSIP
identification numbers to be typed or printed on the Bonds, but neither the failure to print or type
such number on any Bond nor any error with respect thereto shall constitute cause for a failure or
refusal by the Underwriter to accept delivery of and pay for the Bonds in accordance with the
terms of this Purchase Agreement.

8. CLOSING CONDITIONS. The Underwriter is entering into this Purchase
Agreement (a) in reliance upon the representations, warranties and agreements of the Issuer
contained herein, (b) in reliance upon the representations, warranties and agreements of the
County contained herein, and (c) in reliance upon the representations, warranties and agreements
of the Issuer and the County to be contained in the Closing Documents. Accordingly, the
Underwriter’s obligations under this Purchase Agreement to purchase, to accept delivery of and to
pay for the Bonds shall be conditioned upon the performance by the Issuer and the County of the
covenants and agreements to be performed hereunder and thereunder at or prior to the Closing
and are also subject to the following conditions:

8.1 The representations and warranties of the Issuer contained in Section 5
hereof and the representations and warranties of the County contained in Section 6 shall be true,
complete and correct in all respects on the date hereof and on the date of Closing as if made on
the date of the Closing.

8.2 At the time of the Closing, all official action of the Issuer relating to the
Indenture, the Bonds, the Ground Lease, the Facilities Lease, the Development Agreement, and
this Purchase Agreement and all other Issuer Documents shall have been taken and such
documents shall be in full force and effect in accordance with their respective terms and shall not
have been amended, modified or supplemented since the date hereof except as shall have been
agreed to in writing by the Underwriter.

8.3 At the time of the Closing, the Official Statement as delivered to the
Underwriter in accordance with the terms of Section 3.1 hereof shall not have been
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supplemented or amended without the consent of the Underwriter in compliance with that
Section and no event or circumstance shall have occurred which, in the opinion of the
Underwriter, would require such amendment or supplement, unless such supplement or
amendment has been prepared and distributed with the consent of the Underwriter in accordance
with this Purchase Agreement.

8.4 At the time of the Closing, there shall have been no material adverse
change in the operations or financial condition of the Issuer or the County.

8.5  S&P shall have given the Bonds a rating of “ "

8.6 At or prior to the Closing, the Underwriter shall have received each of the
following documents:

(a) From the Issuer:

(1) A copy of the Articles of Incorporation and any
amendments thereto of the Issuer and a certificate of status of the Issuer, each
certified by the California Secretary of State and the Franchise Tax Board and
dated no more than 10 days prior to the Closing;

2) A copy of the Bylaws and any amendments thereto of the
Issuer, certified by the Secretary of the Issuer;

3) A copy of the resolutions or consent in lieu of meeting of
the Board of the Issuer electing the current officers of the Issuer, certified by the
Secretary of the Issuer;

(4) The Issuer Authorization, certified by the Secretary of the
Issuer as of the date of the Closing, authorizing the Issuer to enter into the Issuer
Documents and to issue the Bonds;

(5) Affidavits of publication of notice of bond sale in
accordance with California Government Code §5808;

(6) Copy of report of proposed debt issuance to the California
Debt and Investment Advisory Commission, together with acknowledgment of
report;

(7) An executed copy of each of the following, each certified
by the President or Vice President of the Issuer as of the date of the Closing (a) to
be true, correct and complete copies of such documents, (b) to have been duly
authorized, executed and delivered by the Issuer, and (c) not to have been
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modified, amended, superseded or rescinded, and remaining in full force and
effect, as of the date of the Closing:

(1) the Facilities Lease and memorandum thereof;
(i1) the Development Agreement;

(iii)  the Indenture;

(iv)  the Deed of Trust;

(v) the Ground Lease and memorandum thereof;
(vi)  the Assignment of Leases;

(vii) the Assignment of Construction Documents and
other collateral assignment documents;

(viii) the SNDA;
(ix)  the Environmental Indemnity Agreement;
(x) the Recognition Agreement;

(xi) the Blanket Issuer Letter of Representations
between DTC and the Issuer;

(xii)  this Purchase Agreement;

(xiii) all other Issuer Documents (to the extent requested
by the Underwriter); and

(xiv) two copies of the Official Statement and each
supplement or amendment, if any, thereto, each executed by the Issuer.

(8) A certificate of the Issuer deeming final the Preliminary
Official Statement as of its date, executed by the President or Vice President of
the Issuer and dated as of that date;

9 A certificate or certificates of the Issuer, dated the date of
the Closing, executed by an authorized officer of the Issuer and satisfactory in
form and substance to the Underwriter, to the effect that:
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(1) Each of the representations and warranties of the
Issuer set forth in Section 5 of this Purchase Agreement is true, accurate
and complete as of the date of the Closing;

(1) The Issuer has complied with all agreements and
covenants and satisfied all conditions contemplated by the Issuer
Authorization and the Issuer Documents on its part to be performed or
satisfied at or prior to the date of Closing;

(i)  The information and statements in the Preliminary
Official Statement as of its date and as of the date hereof and the Official
Statement as of its date and the date of Closing (except for information
relating to and provided by the County and the Depository Trust
Company) did not and do not contain an untrue statement of a material
fact or omit any statement of material fact necessary to make the
statements therein, in light of the circumstances under which they were
made, not misleading;

(10) A certificate of an authorized officer of the Issuer to the
effect that the insurance required by the Indenture, the Ground Lease, the
Facilities Lease and the Development Agreement is in force and effect;

(11) A certificate of the Issuer with respect to arbitrage and tax
matters in form and substance satisfactory to Bond Counsel;

(12) A copy of the completed information return of the Issuer
(on Form 8038-G), executed by the Issuer, pursuant to the provisions of
Section 149(e) of the Code, in connection with the issuance of the Series 2018A
Bonds;

(13) A copy of the report of final Bond sale to the California
Debt and Investment Advisory Commission; and

(14) [A copy of the proforma ALTA extended coverage
mortgagee’s policy of title insurance insuring the first lien position of the Deed of
Trust in Issuer’s leasehold interest in the Land in an amount equal to the principal
amount of the Bonds;]

(b) From the County:

(1) A copy of the ordinance authorizing a public leaseback to
finance the costs of construction of the Project, certified as of the date of Closing
to be a true and correct copy of that ordinance and in full force and effect;

BOND PURCHASE CONTRACT - 16



(2) Executed copies of each of the County Documents;

3) A certificate of the County in substantially the form
attached to this Purchase Agreement as Exhibit B; and

(4) A certificate of the County with respect to arbitrage and tax
matters in form and substance satisfactory to Bond Counsel;

() From the Developer:

(1) A certificate or certificates of the Developer, executed by
an authorized officer of the Developer and dated the date of Closing, to the effect
that:

(1) the Developer is duly organized and existing under
the laws of the State of Delaware and is qualified to transact business and
is in good standing in the State of California and has full power and
authority to enter into the Development Agreement and to carry out its
obligations thereunder;

(1) the Development Agreement has been duly
authorized, executed and delivered by the Developer and constitutes a
legal, valid and binding agreement of the Developer enforceable in
accordance with its terms, except as the enforcement thereof may be
affected by valid bankruptcy, insolvency, reorganization, moratorium or
similar laws affecting creditors’ rights or principles of equity;

(iii)  the Developer is not in breach of or in default under
any applicable law or administrative regulation or any applicable
judgment or decree to which the Developer, any of its officers, or any of
its properties is a party or is otherwise subject, which would have a
material adverse effect upon the business or financial position of the
Developer or the Project;

(iv)  there is no litigation, action, suit, proceeding,
inquiry or investigation, at law or in equity, before or by any court,
government agency, public board or body, pending or threatened against
the Developer in which any judgment or order would have a material
adverse effect upon the business (financial or otherwise) or assets thereof
or affect its existence or authority to do business, the validity of the
Development Agreement or the performance by the Developer of its
obligations thereunder;
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(v) the execution, delivery and performance by the
Developer of its obligations under the Development Agreement and
compliance by the Developer with the provisions thereof will not violate
any provision of the Developer’s organizational documents, existing
federal law or law of the State of California, or any rule or regulation of
any court or any public or governmental agency applicable to the
Developer or the Project, and to the best of such counsel’s knowledge
after due inquiry, will not violate any judgment or order of any court or
any public or governmental agency applicable to the Developer or the
Project and will not conflict with, or result in any breach of any of the
provisions of, or constitute a default under any material agreement or
instrument to which the Developer is a party or by which the Developer or
any of its properties is or may be bound;

(vi)  the Developer has complied with all agreements and
covenants and satisfied all conditions contemplated by the Development
Agreement on its part to be performed or satisfied at or prior to the date of
Closing; and

(vii) the information contained in the Preliminary
Official Statement as of its date and as of the date hereof and the Official
Statement as of its date and the date of the Closing pertaining to the
Developer, the Development Agreement and the Project, including but not
limited to that contained under the headings “INTRODUCTION — The
Project” and “THE PROJECT,” did not and does not contain any untrue
statement of a material fact or omit to state a material fact necessary to
make the statements therein, in light of the circumstances under which
they were made, not misleading; and

(2) A certificate of an authorized officer of the Developer that
the insurance and payment and performance bonds required by the Development
Agreement to be in effect as of the date of Closing are in full force and effect;

(d) From the Trustee:

A certificate of the Trustee, executed by an authorized officer of the
Trustee and dated the date of Closing, to the effect that (a) the Trustee is a duly
organized and validly existing national banking association under the laws of the
United States of America, legally doing business in and duly qualified to exercise
trust powers in the United States of America, eligible under the Indenture to act as
trustee thereunder, and has full corporate right, power and authority to accept the
trusts contemplated by and to perform all duties and obligations on its part to be
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performed and to take all actions required or permitted on its part to be taken
under and pursuant to the Indenture; (b) the Trustee has duly authorized the
acceptance of the trusts contemplated by the Indenture, has duly accepted the
duties and obligations of Trustee thereunder and has duly authorized, executed
and delivered the Indenture, and the duties and obligations of the Trustee under
the Indenture constitute valid, legal and binding obligations of the Trustee in
accordance with the terms of the Indenture subject to customary qualifications
and exceptions; (c) all approvals, consents, authorizations, elections and orders of
or filings or registrations with any governmental authority, agency, board or
commission having jurisdiction in the matter which would constitute a condition
precedent to, or the absence of which would materially adversely affect, the
performance by the Trustee of its duties and obligations under the Indenture, have
been obtained and are in full force and effect; (d) the acceptance of the duties and
obligations of the Trustee under the Indenture, execution and delivery of the
Indenture, and the performance or the consummation of the transactions on the
part of the Trustee contemplated in the Indenture and the compliance by the
Trustee with the terms, conditions and provisions of such document have been
duly authorized by all necessary corporate action on the part of the Trustee and do
not contravene any provision of applicable law or regulation or any order, decree,
writ or injunction or the Trustee’s articles of association or bylaws, and do not
require consent under (except to the extent such consent has been obtained), or
result in a breach of or default under, any material agreement or material
instrument to which the Trustee is a party or is otherwise subject or bound; and
(e) to the knowledge of the Trustee, there is no action, suit, proceeding, inquiry or
investigation, at law or in equity, before or by any court, regulatory agency or
public board or body, pending or threatened, in any way contesting or affecting
the creation, organization or existence of the Trustee or the authority of the
Trustee to accept or perform the duties and obligations of the Trustee under the
Indenture;

(e) Opinions as follows:

(D) Opinions of Hillis Clark Martin & Peterson P.S. and
GlaserWeil, as counsel to the Issuer (“Issuer’s Counsel”), dated the date of the
Closing and addressed to the Issuer, the Trustee, the County, Orrick, Herrington
& Sutcliffe LLP, and the Underwriter, in substantially the forms attached hereto
as Exhibits C-1 and C-2;

(2) Opinions of the County Counsel and Loeb & Loeb, each
dated the date of Closing and addressed to the Issuer, the Trustee, Orrick,
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Herrington & Sutcliffe LLP, and the Underwriter, in substantially the forms
attached hereto as Exhibits D-1 and D-2;

3) A supplemental opinion or opinions from Orrick,
Herrington & Sutcliffe LLP dated the date of the Closing, addressed to the
Underwriter, and based on such investigation a in substantially the form attached
hereto as Exhibit F;

(4) An opinion or opinions of counsel to the Developer
(“Developer’s Counsel”), dated the date of Closing and addressed to the Issuer,
the County, Orrick, Herrington & Sutcliffe LLP, and the Underwriter in
substantially the form attached hereto as Exhibit E;

®)] A bond counsel opinion of Orrick, Herrington & Sutcliffe
LLP dated the date of the Closing and addressed to the Issuer in substantially the
form attached to the Preliminary Official Statement and the Official Statement as
Appendix D thereto together with reliance letters addressed to the County, the
Trustee, and the Underwriter;

(6) (6) An opinion of Hawkins Delafield & Wood LLP,
Disclosure Counsel, dated the date of the Closing and addressed to the County in
substantially the form attached to this Purchase Contract as Exhibit G, together a
reliance letter addressed to the Issuer and the Underwriter;

(7) An opinion of Katten Muchin Rosenman LLP,
Underwriter’s counsel, dated the date of the Closing and addressed to the
Underwriter, substantially in the form attached to this Purchase Agreement as
Exhibit H and in form and substance satisfactory to the Underwriter; and

(8) An opinion of Issuer’s Counsel dated the date of the
Closing and addressed to the County, the Trustee and the Underwriter, in form
satisfactory to the Underwriter that the assets and liabilities of the Issuer will not
be consolidated with the assets and liabilities of entities related to the Issuer in the
event of bankruptcy of any of the related entities.

() Satisfactory evidence of the recording and filing of a memorandum
of the Ground Lease, a memorandum of the Facilities Lease, the Deed of Trust, the
Assignment of Leases, the SNDA, the Recognition Agreement, and other recordable
documents contemplated by the Indenture and the Issuer Documents;
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(2) Satisfactory evidence that, pursuant to the Development
Agreement, the Issuer and the general contractors have entered into guaranteed maximum
price construction contracts for construction of the Project; and

(h) Such additional legal opinions, certificates, instruments and other
documents as the Underwriter may reasonably request to evidence the truth and accuracy,
as of the date hereof and as of the date of the Closing, of the representations and
warranties of the Issuer contained herein, the representations and warranties of the
County contained herein, and of the statements and information contained in the
Preliminary Official Statement and Official Statement, the due performance by the Issuer
and the County on or prior to the date of Closing of all the respective agreements then to
be performed by them and the satisfaction on or prior to the date of the Closing of all the
conditions to Closing prescribed herein.

All of the evidence, opinions, letters, certificates, instruments and other documents
referred to above shall be in form and substance reasonably satisfactory to the Underwriter and
to Underwriter’s Counsel.

If the conditions to the obligations of the Underwriter to purchase, to accept delivery of
and to pay for the Bonds contained in this Purchase Agreement are not satisfied (and the
Underwriter has not waived any such conditions), or if the obligations of the Underwriter to
purchase, accept delivery of and pay for the Bonds are terminated for any reason permitted by
this Purchase Agreement, this Purchase Agreement shall terminate and, except as provided in
Sections 10 and 13 hereof, neither the Underwriter, the Issuer nor the County shall be under any
further obligation hereunder.

9. TERMINATION. The Underwriter shall have the right to terminate the
Underwriter’s obligation under this Purchase Agreement to purchase, to accept delivery of and to
pay for the Bonds if, after the execution hereof and prior to the Closing, the market price or
marketability of the Bonds or the ability of the Underwriter to enforce contracts for the sale of the
Bonds shall be materially adversely affected in the reasonable judgment of the Underwriter by the
occurrence of any of the following:

9.1  Legislation shall be enacted by or introduced in the Congress of the United
States or recommended to the Congress for passage by the President of the United States, or the
Treasury Department of the United States or the Internal Revenue Service or favorably reported
for passage to either House of the Congress by any committee of such House to which such
legislation has been referred for consideration, a decision by a court of the United States or of the
State or the United States Tax Court shall be rendered, or an order, ruling or regulation (final,
temporary or proposed) by or on behalf of the Treasury Department of the United States, the
Internal Revenue Service or other governmental agency shall be made or proposed, the effect of
any or all of which would be to alter, directly or indirectly, federal income taxation upon interest
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received on obligations of the general character of the Series 2018 A Bonds, or the interest on the
Series 2018 A Bonds as described in the Official Statement, or other action or events shall have
transpired which may have the purpose or effect, directly or indirectly, of changing the federal
income tax consequences of any of the transactions contemplated herein.

9.2  Legislation introduced in or enacted (or resolution passed) by the
Congress or an order, decree, or injunction issued by any court of competent jurisdiction, or an
order, ruling or regulation (final, temporary, or proposed) issued or made by or on behalf of the
Securities and Exchange Commission, or any other governmental agency having jurisdiction of
the subject matter, to the effect that obligations of the general character of the Bonds are not
exempt from registration under or other requirements of the Securities Act of 1933, as amended,
or that the Indenture is not exempt from qualification under or other requirements of the Trust
Indenture Act of 1939, as amended, or that the issuance, offering, or sale of obligations of the
general character of the Bonds, as contemplated hereby or by the Official Statement or
otherwise, is or would be in violation of the federal securities law as amended and then in effect.

9.3 A general suspension of trading in securities on the New York Stock
Exchange or any other national securities exchange, the establishment of minimum or maximum
prices on any such national securities exchange, the establishment of material restrictions (not in
force as of the date hereof) upon trading securities generally by any governmental authority or
any national securities exchange, or any material increase of restrictions now in force (including,
with respect to the extension of credit by, or the charge to the net capital requirements of, the
Underwriter).

9.4 A general banking moratorium declared by federal, State of New York, or
State officials authorized to do so.

9.5 Any event occurring, or information becoming known, which, in the
reasonable judgment of the Underwriter makes untrue in any material respect any material
statement or information contained in the Official Statement, or has the effect that the Official
Statement contains any untrue statement of material fact or omits to state a material fact required
to be stated therein or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading.

9.6  There shall have occurred (i) any new material outbreak of hostilities
(including, without limitation, an act of terrorism), (ii) the escalation of hostilities existing prior
to the date hereof, or (iii) any other extraordinary event, material national or international
calamity or crisis, or any material adverse change in the financial, political or economic
conditions affecting the United States, the Issuer or the County.

9.7  There shall have occurred any downgrading or any notice shall have been
given of any downgrading in the rating assigned to the Bonds by a “nationally recognized
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statistical rating association,” as such term is defined for purposes of Rule 436(a)(2) under the
Securities Act of 1933, as amended.

9.8 A material disruption in securities settlement, payment or clearance
services shall have occurred.

10. EXPENSES.

10.1  The Underwriter shall be under no obligation to pay, and the Issuer shall
pay or cause to be paid, all expenses incident to the performance of its obligations hereunder,
including, but not limited to (a) the cost of preparation, printing, authentication and registration
of the Bonds; (b) the fees and disbursements of Issuer’s Counsel, Bond Counsel, Disclosure
Counsel and any other experts or consultants retained by the Issuer; (c)the fees and
disbursements of the Trustee; (d) the fees and disbursements of Underwriter’s Counsel; (e) the
cost of preparation and printing (for distribution on or prior to the date hereof) of the Issuer
Authorization and the Indenture; (f) the fees, if any, for ratings of the Bonds; (g) the cost of
preparation, printing and distribution of the Preliminary Official Statement and the Official
Statement; and (h) any other expense not identified in Section 10.2.

10.2  The Underwriter shall pay (a) all advertising expenses incurred by it in
connection with the public offering of the Bonds; (b)all expenses relating to blue sky
registration, if any; (c) the cost of CUSIP numbers; (d) the cost of preparation and printing of the
blue sky memorandum, if any, to be used by the Underwriter and the cost of printing of this
Purchase Agreement; (e) all California Debt and Investment Advisory Commission fees, and
(f) all other expenses incurred by the Underwriter in connection with the Bonds other than the
fees and disbursements of Underwriter’s Counsel.

11. ESTABLISHMENT OF ISSUE PRICE.

11.1 The Underwriter agrees to assist the Issuer in establishing the issue price
of'the Series 2018 A Bonds and shall execute and deliver to the Issuer at Closing an “issue price”
or similar certificate, together with the supporting pricing wires or equivalent communications,
substantially in the form attached hereto as Exhibit I, with such modifications as may be
appropriate or necessary, in the reasonable judgment of the Underwriter, the Issuer and Series
2018A Bond Counsel, to accurately reflect, as applicable, the sales price or prices or the initial
offering price or prices to the public of the Series 2018A Bonds (the “Issue Price Certificate”).

11.2  [Except as otherwise set forth in Schedule I attached to the Issue Price
Certificate,] the Issuer will treat the first price at which 10% of each maturity of the Series
2018A Bonds (the “10% test”) is sold to the public as the issue price of that maturity (if different
interest rates apply within a maturity, each separate CUSIP number within that maturity will be
subject to the 10% test). At or promptly after the execution of this Purchase Agreement, the
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Underwriter shall report to the Issuer the price or prices at which it has sold to the public each
maturity of Series 2018 A Bonds. If at that time the 10% test has not been satisfied as to any
maturity of the Series 2018 A Bonds, the Underwriter agrees to promptly report to the Issuer the
prices at which it sells the unsold Series 2018A Bonds of that maturity to the public. That
reporting obligation shall continue, whether or not the Closing has occurred, until the 10% test
has been satisfied as to the Series 2018A Bonds of that maturity or until all Series 2018A Bonds
of that maturity have been sold to the public.

11.3  The Underwriter confirms that it has offered the Series 2018A Bonds to
the public on or before the date of this Purchase Agreement at the offering price or prices (the
“initial offering price”), or at the corresponding yield or yields, set forth in Schedule I attached to
the Issue Price Certificate, except as otherwise set forth therein. Schedule I also sets forth, as of
the date of this Purchase Agreement, the maturities, if any, of the Series 2018A Bonds for which
the 10% test has not been satisfied and for which the Issuer and the Underwriter agree that the
restrictions set forth in the next sentence shall apply, which will allow the Issuer to treat the
initial offering price to the public of each such maturity as of the sale date as the issue price of
that maturity (the “hold-the-offering-price rule”). So long as the hold-the-offering-price rule
remains applicable to any maturity of the Series 2018A Bonds, the Underwriter will neither offer
nor sell unsold Series 2018 A Bonds of that maturity to any person at a price that is higher than
the initial offering price to the public during the period starting on the sale date and ending on the
earlier of the following:

(a) the close of the fifth (5th) business day after the sale date; or

(b) the date on which the Underwriter has sold at least 10% of that
maturity of the Series 2018A Bonds to the public at a price that is no higher than the
initial offering price to the public.

The Underwriter shall promptly advise the Issuer when it has sold 10% of that
maturity of the Series 2018 A Bonds to the public at a price that is no higher than the initial
offering price to the public, if that occurs prior to the close of the fifth (5th) business day after
the sale date.

11.4  The Underwriter confirms that any selling group agreement and any retail
distribution agreement relating to the initial sale of the Series 2018A Bonds to the public,
together with the related pricing wires, contains or will contain language obligating each dealer
who is a member of the selling group and each broker-dealer that is a party to such retail
distribution agreement, as applicable, to (A) report the prices at which it sells to the public the
unsold Series 2018A Bonds of each maturity allotted to it until it is notified by the Underwriter
that either the 10% test has been satisfied as to the Series 2018 A Bonds of that maturity or all
Series 2018 A Bonds of that maturity have been sold to the public and (B) comply with the hold-
the-offering-price rule, if applicable, in each case if and for so long as directed by the
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Underwriter. The Issuer acknowledges that, in making the representation set forth in this
subsection, the Underwriter will rely on (i) in the event a selling group has been created in
connection with the initial sale of the Series 2018A Bonds to the public, the agreement of each
dealer who is a member of the selling group to comply with the hold-the-offering-price rule, if
applicable, as set forth in a selling group agreement and the related pricing wires, and (ii) in the
event that a retail distribution agreement was employed in connection with the initial sale of the
Series 2018A Bonds to the public, the agreement of each broker-dealer that is a party to such
agreement to comply with the hold-the-offering-price rule, if applicable, as set forth in the retail
distribution agreement and the related pricing wires. The Issuer further acknowledges that the
Underwriter shall not be liable for the failure of any dealer who is a member of a selling group,
or of any broker-dealer that is a party to a retail distribution agreement, to comply with its
corresponding agreement regarding the hold-the-offering-price rule as applicable to the Series
2018A Bonds.

11.5 The Underwriter acknowledges that sales of any Series 2018A Bonds to
any person that is a related party to the Underwriter shall not constitute sales to the public for
purposes of this section. Further, for purposes of this section:

(a) “public” means any person other than an underwriter or a related
party,

(b) “underwriter” means (i) any person that agrees pursuant to a
written contract with the Issuer (or with the lead underwriter to form an underwriting
syndicate) to participate in the initial sale of the Series 2018 A Bonds to the public and (ii)
any person that agrees pursuant to a written contract directly or indirectly with a person
described in clause (i) to participate in the initial sale of the Series 2018 A Bonds to the
public (including a member of a selling group or a party to a retail distribution agreement
participating in the initial sale of the Series 2018 A Bonds to the public),

(c) a purchaser of any of the Series 2018 A Bonds is a “related party”
to an underwriter if the underwriter and the purchaser are subject, directly or indirectly, to
(1) at least 50% common ownership of the voting power or the total value of their stock, if
both entities are corporations (including direct ownership by one corporation of another),
(i) more than 50% common ownership of their capital interests or profits interests, if
both entities are partnerships (including direct ownership by one partnership of another),
or (iii) more than 50% common ownership of the value of the outstanding stock of the
corporation or the capital interests or profit interests of the partnership, as applicable, if
one entity is a corporation and the other entity is a partnership (including direct
ownership of the applicable stock or interests by one entity of the other), and

(d) “sale date” means the date of execution of this Purchase
Agreement by all parties.
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12. NOTICES. Any notice or other communication to be given to the Issuer under
this Purchase Agreement may be given by delivering the same in writing to the address set forth
above, Attention: John A. Finke, President, with a copy to the County at Treasurer and tax
Collector, 500 West Temple, Room 432, Los Angeles. Attention: Antoinette Chandler. Any
notice or other communication to be given to the Underwriter under this Purchase Agreement
may be given by delivering the same in writing to Barclays Capital Inc., 555 California Street,
Floor 30, San Francisco, CA 94104, Attention: Michael Gomez, Director.

13. ENTIRE AGREEMENT; PARTIES IN INTEREST. This Purchase
Agreement is made solely for the benefit of the Issuer, the County and the Underwriter (including
the successors of the Underwriter approved by the Issuer). No other person shall acquire or have
any right hereunder or by virtue hereof. All of the representations, warranties and agreements of
the Issuer contained in this Purchase Agreement and all representations, warranties and
agreements of the County contained in this Purchase Agreement shall remain operative and in full
force and effect regardless of (a) any investigation made by or on behalf of the Underwriter (but if
the Underwriter does discover by its investigation that the Official Statement contains any untrue
statement of a material fact or omits to state a material fact necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading, the
Underwriter shall so notify the Issuer and the County); (b) the delivery of and payment for the
Bonds; and (c) any termination of this Purchase Agreement.

14. GOVERNING LAW. The validity, interpretation and performance of this
Purchase Agreement shall be governed by the laws of the State of California.

15. EFFECTIVENESS. This Purchase Agreement shall become effective upon the
execution of the acceptance hereof on behalf of the Issuer by an authorized officer of the Issuer,
and the acknowledgement and agreement hereof on behalf of the County by an authorized officer
of the County, and shall be valid and enforceable at the time of such execution.

16. AMENDMENT. This Purchase Agreement shall not be modified or amended
without the prior written agreement of the Underwriter, the Issuer and the County.

17. REPRESENTATION OF UNDERWRITER. The Underwriter represents that
it is authorized to take any action under this Purchase Agreement required to be taken by it. The
Underwriter represents that it is duly organized, validly existing and in good standing under the
laws of the jurisdiction of its organization and is licensed by and registered with the Financial
Industry Regulatory Authority as a broker-dealer and with the MSRB as a municipal bond dealer.

18. HEADINGS. The headings of the Sections of this Purchase Agreement are
inserted for convenience only and shall not be deemed to be a part hereof.
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19. COUNTERPARTS. This Purchase Agreement may be executed in several
counterparts, which together shall constitute one and the same instrument.

20. NO FIDUCIARY. The Issuer and the County each agree and acknowledge that:
(a) with respect to the engagement of the Underwriter by the Issuer, including in connection with
the purchase, sale and offering of the Bonds, and the discussions, conferences, negotiations and
undertakings in connection therewith, the Underwriter (i) is and has been acting as a principal and
not an agent or fiduciary of the Issuer or the County and (ii) has not assumed an advisory or
fiduciary responsibility in favor of the Issuer or the County; (b) the Issuer and the County have
each consulted their own legal, financial and other advisors to the extent they have deemed
appropriate; and (c) this Purchase Agreement expresses the entire relationship between the parties
hereto.

[Signatures on the following page.]
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UNDERWRITER:

Accepted and Agreed To By:

ISSUER:

COUNTY:

Very truly yours,

BARCLAYS CAPITAL INC.

By:

Michael Gomez
Director

LOS ANGELES COUNTY FACILITIES INC.,
a California nonprofit public benefit corporation

By:

John Finke
President

COUNTY OF LOS ANGELES, CALIFORNIA

By:

Authorized Officer
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Exhibit B
Certificate of County
pursuant to Section 8.6(b)(3) of the Purchase Agreement

The County of Los Angeles, California (the “County”), a political subdivision duly
organized and existing under the laws of the State of California (the “State”) hereby certifies,
represents, and warrants to Los Angeles County Facilities Inc. (the “Issuer”) and the
Underwriter, with respect to the Issuer’s $[2018A Par Amount] Lease Revenue Bonds, Series
2018A (Vermont Corridor County Administration Building) (Tax-Exempt) (the “Series 2018 A
Bonds”) and $[2018B Par Amount] Lease Revenue Bonds, Series 2018B (Vermont Corridor
County Administration Building) (Federally Taxable) (the “Series 2018B Bonds” and, together
with the Series 2018A Bonds, the “Bonds”) that, as of the date hereof:

1. 1T am the duly appointed [ ] of the County authorized to provide this
certification in connection with the sale and delivery of the Bonds.

2. The County has complied with all agreements and covenants to be undertaken by the
County and satisfied all conditions applicable to the County contemplated by (i) the Bond
Purchase Agreement, dated July , 2018 (“Purchase Agreement”), executed by Barclays
Capital, Inc. (the “Underwriter””) and accepted and agreed to by Los Angeles County Facilities
Inc. (the “Issuer”), a California nonprofit public benefit corporation, and the County of Los
Angeles (the “County”), a political subdivision of the State of California; and (ii) the County
Documents (as defined in the Purchase Agreement) on its part to be performed or satisfied at or
prior to the date of the Closing.

3. Each of the representations and warranties of the County set forth in the Purchase
Agreement is accurate and complete as of the date of Closing.

4. The information relating to and provided by the County in the Preliminary Official
Statement as of its date and as of the date hereof and the Official Statement as of its date and the
date hereof did not and do not contain an untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading, and no information has come to
my attention that caused me to believe that the information relating to and provided by the
County in the Preliminary Official Statement as of its date and as of the date hereof and the
Official Statement as of its date and of the date hereof contained or contains any untrue statement
of a material fact or omitted or omits to state a material fact required to be stated therein, or
necessary to make the statements therein, in the light of the circumstances under which they were
made, not misleading.
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5. All terms not otherwise defined herein are given the meanings and definitions
contained in the Purchase Agreement.

DATED this  day of July, 2018.

COUNTY OF LOS ANGELES, CALIFORNIA

By:

Authorized Officer
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Exhibit C-1
Form of Hillis Clark Martin & Peterson P.S. Opinion
Required Pursuant to Section 8.6(e)(1) of the Purchase Agreement

, 2018
Los Angeles County Facilities Inc. Barclays Capital Inc.
Seattle, Washington San Francisco, California
The County of Los Angeles U.S. Bank National Association
Los Angeles, California Los Angeles, California

Orrick, Herrington & Sutcliffe LLP
Los Angeles, California

Re:  Los Angeles County Facilities Inc. 1.ease Revenue Bonds, Series 2018A (Los Angeles County
Department of Mental Health Headguarters Building) (1ax-Exenmpt) and Series 2018B (Los
Angeles County Department of Mental Health Headguarters Building) (Federally Taxable)

Ladies and Gentlemen:

We have acted as counsel to Los Angeles County Facilities Inc., a California nonprofit
public benefit corporation (the “Issuer’), in connection with certain matters related to the
issuance of the bonds referenced above (the “Bonds™). This opinion is delivered to you pursuant
to the provisions of Section 8.6(e)(1) of the Bond Purchase Agreement (the “Purchase Contract™)
dated July _, 2018 between Barclays Capital Inc. (the “Underwriter”) and the Issuer.
Capitalized terms not otherwise defined herein shall have the meanings set forth in the Purchase
Contract.

The Bonds will be issued pursuant to an Indenture of Trust dated as of July 1, 2018
between the Issuer and U.S. Bank National Association, as Trustee. The proceeds of the Bonds
will be used by the Issuer to finance the development and construction of a new office tower and
parking structure for the County of Los Angeles, California (the “County”) on property owned
by the County in Los Angeles, California, as more particularly described in the Official
Statement for the Bonds (the “Project”). The Project is being constructed pursuant to a
Development Agreement (the “Development Agreement”) dated as of July , 2018, between the
Issuer and TC LA Development, Inc., as Developer. The land on which the Project is located
will be leased by the Issuer from the County pursuant to a Ground Lease Agreement between the
County, as lessor, and the Issuer, as lessee, dated as of July 1, 2018, and the completed Project
will be leased by the Issuer to the County pursuant to a Facilities Lease Agreement (the
“Facilities Lease”) between the Issuer, as landlord, and the County, as tenant, dated as of July 1,
2018.
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In our capacity as counsel to Issuer, we have examined originals or copies certified or
otherwise identified to our satisfaction as being true copies of the documents listed in EXHIBIT A
to this opinion (collectively, the “Transaction Documents”). Except for the documents listed in
EXHIBIT A, we have not reviewed any other agreements or documents pertaining to the Bonds or
the Purchase Contract, or the transactions contemplated thereby, for the purpose of this opinion
letter. Except as expressly stated herein, nothing in this letter is to be construed as expressing
any opinion whatsoever concerning any documents or agreements other than the Transaction
Documents.

The opinions hereinafter expressed are subject to the following additional assumptions,
exclusions and qualifications:

ASSUMPTIONS

1. We have assumed that all records, documents and instruments submitted to us as
originals are authentic, all signatures appearing on the Transaction Documents are genuine and
authorized, all natural persons have legal capacity, and all records, documents and instruments
submitted to us as copies are authentic and in conformity with the original.

2. As to matters of fact bearing upon the opinions set forth below, we have relied
upon the representations and other statements set forth in the Transaction Documents and
representations and certificates made to us by officers of the Issuer. Certain of our opinions
below are qualified by the phrase “to our actual knowledge.” The phrase “actual knowledge”
means the current conscious awareness of attorneys in our firm who have given substantive legal
attention to representation of the Issuer and does not include other information that might be
revealed if there were to be undertaken a canvass of all lawyers in our offices or a general search
of all documents and records in Issuer’s possession or control. For purposes of such opinions,
we have made inquiries of, and have obtained representations from, certain officers of the Issuer
with respect to the matters covered by such opinions, but we have conducted no other due
diligence or investigation with respect thereto.

3. We have assumed that the Transaction Documents have been duly authorized,
executed and delivered by all parties thereto (including the Issuer), and constitute the legal, valid
and binding obligations of such parties (to the extent each is a party thereto), enforceable against
each of them in accordance with their respective terms, and we express no opinion with respect
to such matters.

4. We have assumed that the Bonds will be issued, and the proceeds thereof applied,
as contemplated by the Official Statement and the other Transaction Documents.

5. We have assumed that there are no other documents, agreements, or
understandings among the parties, written or oral, relating to this transaction, and there is no
usage of trade or course of prior dealing among the parties, which are inconsistent with or would
modify, supplement, or qualify the rights and obligations of the parties as set forth in the
Transaction Documents.

EXCLUSIONS AND QUALIFICATIONS
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1. Our opinions herein are subject to the effect of applicable state or federal
bankruptcy, insolvency, conservatorship, liquidation, receivership, reorganization, arrangement,
fraudulent conveyance, preference, moratorium, forfeiture, seizure and other similar laws, now
or hereafter in effect, affecting the rights of creditors generally, and of general principles of
equity and the exercise of judicial discretion.

2. We express no opinion as to the title to any real or personal property, or with
respect to the creation, attachment, priority or perfection of any lien or encumbrance relating to
such property.

3. Except for the limited opinion set forth in Opinion No. 3 below, we express no
opinion with respect to compliance with any state or federal securities law, rule or regulation, or
with respect to any law, rule or regulation relating to municipal securities or any consent,
approval, authorization or order thereunder that may be necessary to authorize the issuance, sale
or delivery of the Bonds.

4. We express no opinion as to the effect or application of any state or federal tax
law, rule or regulation.

5. We express no opinion with respect to compliance with the requirements of or the
obtaining of any consent, approval, authorization or order required to be obtained under any state
or federal law, regulation or ordinance in connection with the construction or operation of the
Project, including without limitation any zoning, land use, environmental, building code,
landlord-tenant, employment, insurance, or health and safety law, rule or regulation.

6. Nothing contained herein shall constitute an opinion on any exhibit to the
Transaction Documents or any agreement referenced therein that will be executed at a future
date, or with respect to the ability of Issuer as a matter of law to perform its obligations under the
Transaction Documents due to future changes in applicable law or changes or modifications of
the Transaction Documents.

OPINIONS

Based upon the foregoing and our examination of such questions of law as we have
deemed necessary or appropriate for the purposes of this opinion, we are of the opinion that:

1. To our actual knowledge, the execution, delivery and performance by the Issuer
of its obligations under the Transaction Documents, and compliance by it with the provisions
thereof, will not conflict with, constitute or result in any breach of any of the provisions of, or
constitute a default under, any judgment, decree, loan agreement, indenture, bond, note,
resolution, agreement or instrument to which the Issuer is a party or by which the Issuer or any
of its properties or assets is or may be bound, nor, to our actual knowledge, will any such
execution, delivery, or performance result in the creation or imposition of any lien, charge or
other security interest or encumbrance of any nature whatsoever upon any of the properties or
other assets of the Issuer or under the terms of any judgment, decree, loan agreement, indenture,
bond, note, resolution, agreement or instrument to which the Issuer is a party, except as provided
or permitted by the Transaction Documents.
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2. To our actual knowledge, there is no litigation, action, suit, proceeding, inquiry or
investigation, at law or in equity, before or by any court, government agency or public board or
body, pending or threatened against the Issuer: (a) which adversely affects the corporate
existence of the Issuer or in any way questions the entitlement of its officers to their respective
offices or the appointment of the present directors of the Board of Directors of the Issuer to their
offices; (b) which seeks to prohibit, restrain or enjoin the sale, issuance or delivery of any of the
Bonds; (¢) which in any way contests the validity or enforceability of the Bonds or the
Transaction Documents; (d) which in any way contests the powers of the Issuer, or the
proceedings of the Issuer, to issue, sell and deliver the Bonds, adopt the Issuer Authorization or
execute and deliver the Transaction Documents or in any way contests or challenges the
consummation of the transactions contemplated by the Transaction Documents; (¢) which
contests the exclusion of the interest on the Series 2018A Bonds from gross income for federal
income tax purposes; or (f) which contests the completeness or accuracy of the Preliminary
Official Statement or the Official Statement or any supplement or amendment thereto or asserts
that the Preliminary Official Statement or the Official Statement contains any untrue statement of
a material fact or omits to state any material fact required to be stated therein or necessary to
make the statements therein, in light of the circumstances under which they were made, not
misleading.

3. The descriptions of the Facilities Lease and Development Agreement set forth
under the headings “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS” and
“THE PROJECT” of the Preliminary Official Statement and the Official Statement are fair and
accurate summaries of the provisions thereof.

Although we are not passing upon and assume no responsibility for the accuracy,
completeness or fairness of the statements in the Preliminary Official Statement and the Official
Statement, based upon our experience as counsel for the Issuer and on our review of and
participation in conferences and discussions concerning the drafting of the Preliminary Official
Statement and the Official Statement, and after due inquiry, we advise you that no information
came to the attention of the attorneys in our firm rendering legal services in connection with the
Preliminary Official Statement and the Official Statement that caused or cause us to believe that
the information and statements regarding the Project, the Issuer, the Issuer Authorization, the
Facilities Lease, the Development Agreement and the General Construction Contracts in (a) the
Preliminary Official Statement, as of its date and as of the date of the Purchase Contract, or
(b) the Official Statement, as of its date and as of the date hereof, contain or contained any untrue
statement of a material fact or omitted or omit to state any material fact required to be stated
therein or necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading.

We express no opinion with respect to financial or statistical information, or with respect
to statements or information that are forward-looking in nature (such as anticipated schedules or
budgets) or that describe or relate to persons or entities other than the Issuer or documents other
than the specific documents set forth in each of the opinions below; for the avoidance of doubt,
but not in limitation of the foregoing, we express no opinion with respect to any statements or
information regarding the County, the Developer, the Underwriter, the Trustee or the Depository
Trust Company.
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4. The forms of the Facilities Lease and Development Agreement set forth in
“APPENDIX C” to the Preliminary Official Statement and the Official Statement are accurate
and complete copies of the drafts of such agreements (excluding certain exhibits thereto) as of
the dates thereof.

The foregoing opinions apply only insofar as the presently applicable laws of the State of
Washington and federal law may be concerned, and we express no opinion with respect to the
laws of any other jurisdiction. We disclaim any undertaking or obligation to advise you of
changes in laws, interpretations of laws, or facts which may be brought to our attention after the
date of this opinion or otherwise to update this opinion.

This opinion letter is provided to you as a legal opinion only, and not as a guaranty or
warranty of the matters discussed herein. The opinions expressed in this letter are limited to the
matters stated herein, and no opinion is implied or may be inferred beyond the matters expressly
stated.

Hillis Clark Martin & Peterson P.S. consents to the references to it contained in the
Official Statement.

This opinion is furnished to you pursuant to Section 8.6(e)(1) of the Purchase Contract
and is solely for your benefit and may not be relied upon by any other person or entity. In
addition, copies may not be delivered to any other person or entity without our prior written
consent, except as required by law, and except that a copy of this opinion may be included in the
transcript for this transaction.

Very truly yours,
HILLIS CLARK MARTIN & PETERSON P.S.

1. By
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EXHIBIT A TO HILLIS CLARK MARTIN & PETERSON OPINION
CORPORATE DOCUMENTS

Articles of Incorporation of Issuer.

o Amended and Restated Bylaws of Issuer.

o Consent in Lieu of Organizational Meeting of the Board of Directors of Issuer
dated

o Consent in Lieu of Special Meeting of the Board of Directors of Issuer dated

J Consent in Lieu of Special Meeting of the Board of Directors of Issuer dated

o Other corporate documents and certificates of Issuer.

ISSUER DOCUMENTS

Purchase Contract.

Ground Lease Agreement, dated as of July 1, 2018, between the County, as lessor, and
the Issuer, as lessee.

Facilities Lease Agreement, dated as of July 1, 2018, between the Issuer, as landlord, and
the County, as tenant.

Development Agreement, dated as of July _ , 2018, between the Issuer and TC LA
Development Inc.

Indenture of Trust, dated as of July 1, 2018, between the Issuer and U.S. Bank National
Association (“Trustee”).

Subordination, Nondisturbance and Attornment Agreement dated as of July  , 2018,
among the Issuer, the County and the Trustee.

Construction Leasehold Deed of Trust, Security Agreement, Assignment of Leases and
Fixture Filing, dated as of July _, 2018, from the Issuer, as trustor, to
, as trustee, for the benefit of the Trustee, as

beneficiary.

Assignment of Leases and Cash Collateral, dated as of July _, 2018, from the Issuer to
the Trustee.

C-1-6



Assignment of Construction Documents, dated as of July _ , 2018, from the Issuer to the
Trustee.

Unsecured Environmental Indemnity Agreement, dated as of July _ , 2018, by the Issuer
in favor of the Trustee.

Ground Lessor Consent, Estoppel, Recognition and Non-Disturbance Agreement, dated
as of July , 2018, by the County and the Issuer in favor of the Trustee.

OTHER DOCUMENTS
Preliminary Official Statement dated July _, 2018 (“Preliminary Official Statement”).
Final Official Statement dated July _, 2018 (“Official Statement”).

Forms of Bonds
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Exhibit C-2
Form of GlaserWeil Opinion
Required Pursuant to Section 8.6(e)(1) of the Purchase Agreement

~,2018

Los Angeles County Facilities Inc. Barclays Capital Inc.

c/o Public Facilities Group 555 California Street

1414 Fourth Avenue 30t" Floor

Seattle, Washington 98101 San Francisco, California 94104

County of Los Angeles U.S. Bank, National Association

Los Angeles, California

Re: § Lease Revenue Bonds, Series 2018A (Los Angeles County Department of
Mental Health Headquarters Building Project) and $ Lease Revenue Bonds,

Taxable Series 2018B (Los Angeles County Department of Mental Health
Headquarters Building Project)

Ladies and Gentlemen:

We have acted as special California counsel to Los Angeles County Facilities Inc., a California
non-profit public benefit corporation (the “Issuer”), in connection with: the issuance and sale by the Issuer
of (i) $ principal amount of Lease Revenue Bonds, Series 2018A (Los Angeles County
Department of Mental Health Headquarters Building Project) and (ii) $ principal amount of
Lease Revenue Bonds, Taxable Series 2018B (Los Angeles County Department of Mental Health
Headquarters Building Project) (collectively, the “Bonds”) on 2018 pursuant to an
Indenture of Trust dated as of 2018 (the “Indenture”) between the Issuer and U.S. Bank,
National Association, in its capacity as trustee (the “Trustee”). This opinion is delivered to you pursuant
to the provisions of Section 8.6(¢)(1) of the Bond Purchase Contract dated , 2018 (the
“Purchase Contract”) between Barclays Capital Inc. and the Issuer. All capitalized terms used herein and
not otherwise defined herein shall have the meanings assigned to them in the Purchase Contract.

In connection with this opinion, we have examined copies of the following:
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a) The Purchase Contract;

b) the Facilities Lease and the Memorandum thereof;
c) the Development Agreement;

d) the Indenture;

e) the Deed of Trust;

f) the Ground Lease and the Memorandum thereof;
g) the Assignment of Leases;

h) the Assignment of Construction Documents;

1) the SNDA;

j) the Environmental Indemnity Agreement;

k) the Recognition Agreement;

1) the Blanket Issuer Letter of Representations between DTC and the Issuer;

m) [Board Actions]

(a) through (1) above collectively, the “Issuer Documents™),

With respect to factual matters, as to which we have conducted no independent investigation or
inquiry, we are relying, with your concurrence, solely upon certificates of public officials, officers and/or
agencies (collectively, “Public Authority Documents™) and a certificate of an officer of the Issuer. We
have also examined such other agreements, instruments and other documents, and have made such
examination of law, as we have deemed necessary or advisable for the purposes hereof.

We are admitted to practice law in the State of California, and we, therefore, have not examined
statutes, judicial decisions, legal provisions or other authorities relating to the laws of jurisdictions other
than the State of California and the United States of America (and with respect to California law, our
review has been conducted without regard to conflicts of laws principles). Accordingly, we assume no
responsibility as to the applicability or effect of the laws of any jurisdiction other than the laws of
California and the United States, and we understand that you will be relying on this opinion solely as to
matters of California and United States federal law.

For purposes of the opinions set forth herein, we have also assumed the following without
investigation, with your concurrence:
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(a) the genuineness, authenticity and completeness of all documents submitted to us as
originals and the accuracy, completeness and conformity to authentic originals of all documents submitted
to us as copies;

(b) the due authorization, execution and delivery by the parties to the Issuer Documents, other
than the Issuer, and the legality, binding effect and enforceability against each of the parties to the Issuer
Documents, other than the Issuer, of the Issuer Documents;

() the compliance by the parties to the Issuer Documents, other than the Issuer, with any and
all applicable laws, rules and regulations with which each of the parties to the Issuer Documents, other
than the Issuer, is required to comply relating to or affecting the matters and actions contemplated by the
Issuer Documents;

(d) all parties to the transactions contemplated in the Issuer Documents will act in accordance
with, and will refrain from taking any action that is forbidden by, the terms and conditions of the Issuer
Documents;

(e) the legal capacity of all natural persons;

® the truth, accuracy and completeness of all factual representations and warranties
contained in the Issuer Documents;

(2 the continued accuracy and effectiveness of all Public Authority Documents dated earlier
than the date hereof;

(h) the absence of fraud, duress or mutual mistake involved in connection with the
transactions contemplated by the Issuer Documents;

(1) the absence of any agreement, arrangement, negotiation or understanding, other than the
Issuer Documents and except as specifically contemplated thereby, between any of the parties to the Issuer
Documents or any other person with respect to the Issuer Documents, or any of the matters dealt with
therein, that may have an effect upon the opinions contained herein;

)] the constitutionality or validity of all relevant statutes, rules, regulations or agency actions,
unless a reported decision has specifically addressed but not resolved, or has established, its
unconstitutionality or invalidity;

(k) payment by each of the parties to the Issuer Documents, other than the Issuer, of all
California franchise and income taxes due and payable by it, if any, and due qualification and valid
existence under the laws of its jurisdiction of organization and possession, in force at all relevant times, of
all licenses, permits and qualifications, if any, necessary for it to obtain and enforce contractual rights in
the State of California;

)] the Deed of Trust contains an accurate description of the property covered thereby, such
property is owned by Issuer, Issuer has rights in all other collateral in which it is granting security interests,
and the Trustee and the Underwriter have given value for such security interests;

(m) Issuer has rights in all the Property (as defined in the Deed of Trust) in which it is granting
security interests, and the Trustee and the Underwriter have given value for such security interests;
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(n) the recording of the Deed of Trust in the official records of the county where the
underlying real property is located and the filing of a UCC-1 financing statement in the Office of the
California Secretary of State have been properly and timely performed; and

(0) the recording of the Memorandums of Lease for the Ground Lease and the Facilities Lease
in the official records of the county where the underlying real property is located.

As used in this opinion, the expression “to counsel’s knowledge” or “known to counsel” with
reference to matters of fact refers to the current actual knowledge of attorneys within the firm principally
responsible for handling current matters for Issuer. Except to the extent expressly set forth herein, we
have not undertaken any independent investigation to determine the existence or absence of any facts ,
and no inference as to our knowledge of the existence or absence of any such facts should be drawn from
our representation of Issuer or the rendering of the opinions set forth below.

Based upon the foregoing, and subject to the other assumptions, exceptions, limitations and
qualifications stated herein, we are of the opinion that:

1. The Issuer is a nonprofit public benefit corporation duly and validly incorporated and is
validly existing as a nonprofit public benefit corporation under the laws of the State of California.

2. The Issuer has full legal right, power and authority and is authorized by the terms of its
articles of incorporation and bylaws and the California Nonprofit Public Benefit Corporation Law (i) to
adopt the resolution of the Issuer dated approving the issuance of the Bonds and
authorizing the Issuer to enter into the Ground Lease and the Facilities Lease (collectively the “Issuer
Authorization”), and (ii) to execute and deliver the Issuer Documents, the Bonds, the Preliminary Official
Statement relating to the Bonds dated June __, 2018 (the “Preliminary Official Statement”) and the
Official Statement relating to the Bonds dated July _ , 2018 (the “Official Statement”); and (iii) perform
its respective obligations thereunder.

3. The Issuer has complied with the laws of the State of California applicable to the Issuer
in connection with the execution and delivery by the Issuer of the Issuer Documents, the Bonds and the
Official Statement.

4, The Issuer Documents, the Preliminary Official Statement, and the Official Statement,
have been duly authorized, executed and delivered by the Issuer, and the Issuer Documents (except for the
Indenture, concerning the validity and enforceability of which we express no opinion) constitute legal,
valid and binding agreements of the Issuer, enforceable against the Issuer in accordance with their
respective terms, subject to customary qualifications and exceptions. The Bonds have been duly
authorized by Issuer and, assuming that the signatures of the authorized officers of Issuer are properly
affixed to the Bonds, have been duly executed and delivered by Issuer.

5. By corporate action of the Issuer taken concurrently with or prior thereto, the Issuer has
duly authorized all necessary actions required by its articles of incorporation, its bylaws and the
California Nonprofit Public Benefit Corporation Law to be taken by it for (a) the sale, issuance and
delivery of the Bonds upon the terms set forth therein and in the Preliminary Official Statement and the
Official Statement, and (b) the execution and delivery of the Issuer Documents and the due performance
by the Issuer of its obligations contained in the Issuer Documents and any and all other agreements and
instruments that may be required to be executed, delivered and received by the Issuer to carry out, give
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effect to and consummate the transactions contemplated by each of such documents and the Preliminary
Official Statement and the Official Statement.

6. The execution, delivery and performance by the Issuer of its obligations under the Issuer
Documents and compliance by the Issuer with the provisions thereof will not violate any provision of
existing federal law or law of the State of California applicable to the Issuer, or any rule or regulation,
judgment or order known to such counsel of any court or any public or governmental agency or authority
having jurisdiction over the Issuer and, to such counsel’s knowledge, will not (i) conflict with, or result in
any breach of any of the provisions of, or constitute a default under, any agreement or instrument to
which the Issuer is a party or by which the Issuer or any of its properties is or may be bound, or (ii) result
in the creation or imposition of any lien, charge or other security interest or encumbrance of any nature
whatsoever upon any of the properties or other assets of the Issuer or under the terms of any such law,
regulation or instrument, except as provided or permitted by the Issuer Documents, and all authorizations,
approvals, licenses, permits, consents, filings, registrations and orders, of any governmental authority,
legislative body, board, agency or commission having jurisdiction of the matter which are required for the
due authorization of, which would constitute a condition precedent to or the absence of which would
materially adversely affect due performance by the Issuer of its obligations in connection with the Bonds,
the Issuer Documents, the Official Statement and the Issuer Authorization have been duly obtained and
are or will be in full force and effect on the date of Closing.

The opinions set forth above are subject to the following additional exceptions, qualifications and
limitations:

(a) Notwithstanding anything to the contrary contained herein, our opinions set forth above
are specifically subject to and limited by, and we express no opinion with respect to:

(1) The enforceability of the Issuer Documents as the same may be subject to or
limited by bankruptcy, insolvency, fraudulent conveyance or transfer, reorganization, arrangement,
moratorium, marshaling other laws, proceedings or court decisions generally affecting or relating
to the enforcement of the rights or remedies of creditors;

(i1) The enforceability under certain circumstances of the Issuer Documents as the
same may be subject to or limited by general principles of equity, including without limitation
concepts of materiality, reasonableness, good faith and fair dealing, unconscionability regardless
of whether considered in a proceeding in equity or at law, and the availability of equitable
remedies;

(iii) The enforceability under certain circumstances of provisions indemnifying or
exculpating a party against liability for its own wrongful or negligent acts or where such indemni-
fication or exculpation is contrary to public policy or the enforceability of provisions, if any,
providing for contribution in lieu of indemnification;

(iv) The enforceability under certain circumstances of provisions respecting various
self-help or summary remedies, particularly if their operation would work a substantial forfeiture,
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impose a substantial penalty upon the burdened party or result in a breach of the peace;

(v) The enforceability under certain circumstances of provisions expressly or by
implication waiving notice, rights, claims, set-offs, recoupment, abatement, defenses or remedies,
where such waivers are against public policy or prohibited by law (including, without limitation,
the waiver of any statute of limitations, except as permitted by California Code of Civil Procedure
Section 360.5);

(vi) The enforceability under certain circumstances of provisions to the effect that (a)
rights or remedies are not exclusive, (b) every right or remedy is cumulative and may be exercised
in addition to or with any other right or remedy, (c) inconsistent remedies may be pursued, (d)
election of a particular remedy or remedies does not preclude recourse to one or more other
remedies, and (e) delay or failure to exercise rights or remedies will not operate as a waiver of any
such rights or remedies;

(vii) The effect of California court decisions, invoking statutes or principles of equity,
which have held that certain covenants and provisions of agreements are unenforceable where (a)
the breach of such covenants or provisions imposes restrictions or burdens upon the debtor,
including the acceleration of indebtedness due under debt instruments, and it cannot be
demonstrated that the enforcement of such restrictions or burdens is reasonably necessary for the
protection of the creditor, or (b) the creditor’s enforcement of such covenants or provisions under
the circumstances would violate the creditor’s implied covenant of good faith and fair dealing;

(viii)  The enforceability under certain circumstances of provisions imposing penalties,
forfeitures, late payment charges, requirements to pay attorneys’ fees or collection charges or an
increase in interest rate upon delinquency in payment or the occurrence of a default including,
without limitation, the effect of Section 2954.5 of the California Civil Code (requiring specified
notice before the imposition of late charges) and limitations on the enforceability of provisions
setting forth late charges in liquidated amounts (which are enforceable only if a court concludes
that it is extremely difficult or impractical to fix actual damages for late payments and that such
late charges represent a reasonable endeavor by the parties to estimate a fair compensation);

(ix) The effect of California law which provides that where a contract permits one
party to the contract to recover attorneys’ fees, the prevailing party in any action to enforce any
provisions of the contract shall be entitled to recover its reasonable attorneys’ fees;

x) The effect of provisions purporting to affect third parties to which provisions
such third parties have not agreed;

(xi) The effect of the compliance or noncompliance by Underwriter and the other
parties to the Issuer Documents other than Issuer with any state or federal laws or regulations
applicable to the transaction because of the nature of Underwriter’s or such other party’s business;

(xii) The validity or enforceability of any agreements or instruments (other than the
Issuer Documents), notwithstanding the reference in this opinion or in the Issuer Documents to
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any other agreement or instrument whether or not incorporated by reference therein;

(xiii) ~ We call your attention to Section 341(d) of the Garn-St. Germain Depository
Institutions Act of 1982 (Pub. L. 97-320, 96 Stat. 1469, 12 U.S.C. Section 1701j-3), as amended
(the “Act”), which specifically permits enforcement of a contract provision which authorizes a
lender, at its option, to declare due and payable sums secured by the lender’s security instrument if
all or any part of the property, or any interest therein, securing the real property loan is sold or
transferred without the lender’s prior written consent. We express no opinion as to the
enforceability of such a remedy upon the occurrence of any event described in the Issuer
Documents relating to the transfer of the property, or an interest therein, or the further
encumbrance thereof, other than an event held to be a sale or transfer covered by Section 341(d) of
the Act;

(xiv)  The enforceability under certain circumstances of provisions imposing
restrictions on further encumbrances. We call to your attention that enforcement of the restrictions
on further encumbrances contained in the Issuer Documents may be limited by California judicial
decisions which prohibit the enforcement of such restrictions contained in loan documents secured
by real property, unless such real property security is impaired. We note that although the Act
preempts California law and authorizes the enforcement of certain due-on-sale provisions, subject
to specified exceptions, at this time it is unclear whether the Act is applicable to junior liens and
encumbrances where title to the encumbered property is not transferred;

(xv) The enforceability of provisions imposing a prepayment premium in the event of
the total or partial satisfaction of the unpaid principal on any indebtedness under the Issuer
Documents following the acceleration of the maturity date of the Bonds by reason of a default
thereunder by Issuer;

(xvi)  The enforceability of provisions to the effect that if the fulfillment of any other
provision or term would violate any applicable usury law, then the obligations thereunder shall be
reduced so as to be within the applicable legal interest rate. Although there are no reported
California appellate or Supreme Court decisions regarding the enforceability of such limiting
language, we note that courts in other jurisdictions have held loans to be usurious regardless of the
inclusion of any such provisions. However, see In re Dominguez (9th Cir. 1993) 995 F.2d 883,
wherein the court in effect upheld the usury savings clause under the facts in that case;

(xvii))  The enforceability of provisions (a) which grant the County of Los Angeles, the
Trustee, the Underwriters or their agents the right to enter upon and take possession of the
encumbered property and undertake any acts which it deems necessary or desirable to preserve
such property without a court order awarding such right to such party or (b) which permit the
appointment of a receiver without the necessity of proving either the inadequacy of the security or
the insolvency of the Issuer or which in any manner impair the court’s discretion in making any
such appointment or which are contrary to Chapter 5 of the California Code of Civil Procedure or
similar laws, included Section 564 that describes and limit the types of litigation in which
receivers may be appointed and limit the rights of a beneficiary to the appointment of a receiver,
Section 566 that limits the persons eligible for appointment as a receiver and Section 568 that
limits the powers of a receiver;
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(xviil)  Sections 726 and 580a of the California Code of Civil Procedure, which operate
to limit the amount of a deficiency judgment on an obligation secured by a deed of trust or
mortgage on real property to the lesser of (a) the difference between the debt and the fair value of
the security and (b) the difference between the debt and the sale price of the security;

(xix)  The effect of Section 580b of the California Code of Civil Procedure which,
among other things, prohibits a deficiency judgment on an obligation secured by both a chattel
mortgage and a deed of trust if no deficiency judgment would lie under the deed of trust on real
property;

(xx) The effect of Section 580d of the California code of Civil Procedure which
provides that no deficiency judgment shall be rendered upon a note secured by a deed of trust or
mortgage on real property after the sale of that property through the exercise of the power of sale
contained in such deed of trust or mortgage;

(xxi)  The effect of Section 726 of the California Code of Civil Procedure which
provides, inter alia, that any lawsuit or action to recover any debt, or to enforce any right, secured
by a deed of trust or mortgage on real property, whether or not such debt or right is also secured by
a lien on personal property, must be in accordance with the provisions of the California Code of
Civil Procedure relating to the sale of the encumbered property, the application of proceeds
thereof, the rendition in certain cases of a deficiency judgment, limitations upon the recovery of
attorneys’ fees and other related matters; and we wish to emphasize that failure to comply with the
“one form of action” rule embodied in the California Code of Civil Procedure can have serious
adverse consequences. See, €.9., Great American First Savings Bank v. Bayside Developers, 232
Cal. App. 3d 1546 (1991);

(xxii)  In light of Dover Mobile Estates v. Fiber Form Products, Inc., 220 Cal. Rptr. 183
(1990), the enforceability of any provisions in the Issuer Documents that provide the purchaser at a
foreclosure sale with the option to affirm or reject leases that are subordinate to the liens created or

to be created pursuant thereto (however, c.f. Miscione v. Barton Development Issuer, 97 Daily
Journal D.A.R. 1897);

(xxiii)  The requirement that a foreclosure under any deed of trust must be conducted in
compliance with the procedure requirements of California law relating to the exercise by a real
estate secured lender of rights under a power of sale. See, e.g., California Civil Code Section 2924
et seq. In particular, Section 2924¢ of the California Civil Code provides that whenever the
maturity of an obligation secured by a deed of trust or mortgage on real property is accelerated by
reason of default in the payment of interest or in the payment of any installment of principal or
other sums secured thereby, the trustor and certain other entitled persons have the right, to be
exercised during the times specified in Section 2924c, to cure such default by paying the entire
amount then due (including certain reasonable costs and expenses incurred in enforcing such
obligation but excluding any amount which would not otherwise be due but for such acceleration)
and thereby reinstate such deed of trust or mortgage and the obligation secured thereby to the same
effect as if no acceleration had occurred;

(xxiv)  The requirement that a foreclosure upon property securing a loan consisting of
real property and personal property be conducted in compliance with the procedural requirements
of the California Commercial Code Section 9501 et seq.;
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(xxv)  The effect of Section 2938 of the California Civil Code with respect to the
assignment of rents, issues and profits of real property, including the appointment of a receiver;

(xxvi)  The effect of Section 2924c of the California Civil Code which provides that
whenever the maturity of an obligation secured by a deed of trust or mortgage on real property is
accelerated by reason of default in the payment of interest or in the payment of any installment of
principal or other sums secured thereby, the trustor and certain other entitled persons have the
right, to be exercised during the times specified in Section 2924c, to cure such default by paying
the entire amount then due (including certain reasonable costs and expenses incurred in enforcing
such obligation but excluding any amount which would not otherwise be due but for such
acceleration) and thereby reinstate such deed of trust or mortgage and the obligation secured
thereby to the same effect as if no acceleration had occurred;

(xxvii)  The effect of Section 2954.1 of the California Civil Code which imposes certain
restrictions on the amount of impounds and of Section 2955 of the California Civil Code which
imposes certain restrictions on the location and investment of impounds;

(xxviii) The effect of Section 2955.5 of the California Civil Code which prohibits a
lender from requiring a borrower, as a condition of receiving or maintaining a loan secured by real
property, to provide hazard insurance coverage against risks to the improvements (as defined in
Section 2955.5 of the California Civil Code) on that real property in an amount exceeding the
replacement value of the improvements on the property and which further requires the lender to
“...disclose to a borrower in writing . . . [such prohibition] . . . as soon as practicable, but before
execution of any note or security documents.”;

(xxix)  The enforceability of security interests granted with respect to after-acquired
property (including fixtures) which security interests do not attach and are not enforceable unless
and until the party granting the security interest has acquired rights in such property;

(xxx)  The enforceability of provisions which vary or purport to waive any of the rights
or duties set forth in Sections 9502, 9504, 9505, 9506 and 9507(c) of the Uniform Commercial
Code of the State of California (the “UCC”), except to the extent any such variances or waivers are
expressly authorized by Sections 9504(2), 9505, 9506, and 9507(c)(1) of the UCC, and the further
limitation that to the extent any standards provided in the Issuer Documents by which fulfillment
of the rights and duties provided under the foregoing provisions are measured are manifestly un-
reasonable, such standards will be unenforceable;

(xxxi) ~ Whether the Issuer Documents or any other document or instrument creates a
legal, valid and binding security interest, enforceable in accordance with its terms, with respect to
any personal property included in the encumbered property in which a security interest may not be
taken under, or perfected by filing pursuant to, the UCC;

(xxxii) ~ We call your attention to the fact that in order to create and perfect a lien upon
personal property constituting fixtures, among other requirements, a financing statement must be
filed in the state office where debtor is located (as provided in UCC Sections 9301 and 9307) and
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recorded in the official records of the county where the underlying real property is located, and
that a perfected security interest in collateral (including fixtures) or proceeds can become
unperfected in certain circumstances, including without limitation, in the event certain property
that becomes collateral after the date hereof, (UCC Sections 9507(c), 9508(b)), changes in
governing law (UCC Section 9316), by the failure to timely and properly file a continuation
statement under UCC Section 9515 within six months of the five year anniversary of the original
filing, or by the failure to timely and properly comply with the applicable provisions of UCC
Section 9315 regarding perfection as to proceeds;

(xxxiii)  We call your attention to the fact that amendments or supplements to a
financing statement and/or additional financing statements may be required to be filed in the event
of a change of name, identity or corporate structure of Issuer or if Issuer changes the jurisdiction of
its place of business (or, if Issuer has more than one place of business, its chief executive office) or
the jurisdiction in which the collateral is located;

(xxxiv) In the case of property which becomes collateral after the date hereof, the effect
of Section 552 of the Federal Bankruptcy Code, which limits the extent to which property acquired
by a debtor after the commencement of a case under the Federal Bankruptcy Code may be subject
to a security interest arising from a security agreement entered into by the debtor before
commencement of the case;

(xxxv) The enforceability of the security interests in proceeds (as such term is defined in
the UCC) created under the provisions of the UCC to the extent such proceeds are not within, or
are excluded from, the scope of Division 8 or 9 of the UCC;

(xxxvi) The effect of Section 1265.225 of the California Code of Civil Procedure, which
codifies the California case law principle that a lienholder is entitled to share in a condemnation
award only to the extent of the impairment of its security, notwithstanding any agreement to the
contrary entered into at the time of the creation of the indebtedness on which the lien is based.
See, e.g., Milstein v. Security Pac. Nat’l Bank, 27 Cal.App. 3d 482 (1972); Sacramento & San
Joaquin Drainage Dist. v. Truslow, 125 Cal.App.2d 478 (1954); and the effect of the decision in
Schoolcraft v. Ross, 81 Cal.App.3d 75 (1978), which holds, in part, that “. . . the right of a
beneficiary to apply insurance proceeds to the balance of a note secured by a deed of trust must be
performed in good faith and with fair dealing and that to the extent the security is not impaired the

beneficiary must permit those proceeds to be used for the cost of rebuilding.” Schoolcraft v. Ross,
81 Cal.App.3d 75, 77 (1978);

(xxxvii) Limitations on the enforceability of provisions purporting to limit the power of
alienation of real property (see, e.g., Section 711 of the California Civil Code, which provides that
certain restraints on alienation are void);

(xxxviii) The effect of the procedural requirements of California law relating to the
enforcement of obligations secured by liens on real property, fixtures and personal property;
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(xxxix) We understand that you are relying on an examination by a title insurance
company of title to, and Issuer’s rights in, the real property and fixtures to be included in the
encumbered property and that you are relying on your own examination of title to, and Issuer’s
rights in, the personal property to be included in the encumbered property and the condition of
such title, and we express no opinion as to such title and the condition thereof or as to such rights;

(x1) Enforcement of the parties rights under the Issuer Documents may be
conditioned upon the conduct of the parties to the Issuer Documents conforming, at all times, with
any applicable implied covenant of good faith and fair dealing between such parties and the Issuer,
notwithstanding any language in the Issuer Documents reserving to such party, either specifically
or in effect, the right to take certain specified actions in its sole or absolute discretion;

(x1i) The enforceability of any indemnification obligations contained in the Issuer
Documents relating to environmental matters, and the recovery thereunder, may be subject to and
limited by the effect of California Code of Civil Procedure Sections 564(c), 726.5 and 736, as well
as California Code of Civil Procedure Sections 580(a), 580(d) and 726 to the extent provided in
California Code of Civil Procedure Section 726.5(c) and California Code of Civil Procedure
Sections 580(a), 580(b), 580(d) and 726 to the extent any party seeks any recovery not specifically
exempt therefrom under the provisions of Section 736 of the California Code of Civil Procedure;

(xlii)  The effect of general California choice-of-law principles, which, under certain
circumstances, may require the application of foreign law if the agreement violates a public policy
of another jurisdiction related to the transaction or another jurisdiction has a stronger
governmental interest in having its own laws applied;

(xliii)  The enforceability of contract provisions which purport to waive the rights of the
parties to a jury trial. See Grafton Partners v. Superior Court, 36 Cal.4™ 944 (2005);

(xliv)  Such opinions are subject to the effect on the Issuer Documents of a failure of the
parties thereto other than Issuer to comply with California statutory and other legal requirements in
the enforcement of the Issuer Documents;

(xlv)  We express no opinion as to the priority of any security interest in any property,
and we have not made or undertaken to make any investigation of the state of title of the property
discussed in the Issuer Documents and we express no opinion with respect to the title thereto; and

(xlvi)  We express no opinion regarding the validity or enforcement of any provisions
which purport to appoint one party as attorney-in-fact for another party.

(b) Certain remedial provisions of the Issuer Documents we are opining on may be
unenforceable in whole or in part, but the inclusion of such provisions does not affect the validity of the
balance of the Issuer Documents, subject to the other qualifications set forth in this opinion, and the
practical realization of the benefits created by the Issuer Documents taken as a whole will not be materially
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impaired by the unenforceability of those particular provisions. In addition, certain remedial provisions of
the Issuer Documents may be subject to procedural requirements not set forth therein.

(o) Notwithstanding anything to the contrary contained herein, we express no opinion with
respect to:
(1) the anti-trust and unfair competition laws of the United States or any state;
(i1) federal and state laws, regulations and policies concerning national and local

emergency, employee benefits, labor and employment, health and safety, land use and subdivision,
tax laws of the United States or any state, Federal Reserve Board margin regulations;

(iii) federal and state environmental laws and regulations;

(iv) federal patent, copyright and trademark, state trademark, and other Federal and
state intellectual property laws and regulations;

v) federal securities laws and regulations administered by the Securities and
Exchange Commission, state “Blue Sky” laws and regulations, and laws and regulations relating to
commodity (and other) futures and indices and other similar instruments unless otherwise
expressly stated in the opinion;

(vi) federal and state racketeering laws and regulations (e.g., RICO);

(vii) other federal and state statutes of general application to the extent they provide
for criminal prosecution (e.g., mail fraud and wire fraud statutes);

(viii)  the statutes and ordinances, the administrative decisions, and the rules and
regulations of counties, towns, municipalities and special political subdivisions;

(ix) the effect of the compliance or non-compliance by the Issuer or any of the
properties to be included in the encumbered property with any laws, statutes, ordinances, rules or
regulations relating to building and safety, zoning, land use, subdivision, environmental protection,
hazardous substances, health, occupation, safety, and/or other similar laws, statutes, ordinances,
rules or regulations;

x) any provision in the Issuer Documents: (1) purporting to confer jurisdiction upon
any court to hear or resolve any suit, action or proceeding seeking to enforce any provision of or
based upon any matter arising out of or in connection with the Issuer Documents, or (2) that relates
to setoff.

The opinions contained herein are limited to the matters expressly stated herein, and no opinion
may be implied or inferred beyond those expressly stated.
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The foregoing opinions are rendered as of the date hereof, and we make no undertaking and
expressly disclaim any duty to supplement or update any such opinion, if, after the date hereof, facts or
circumstances come to our attention or changes in the law occur that could affect such opinion.

This opinion is furnished to you solely for your benefit in connection with the consummation of
the transactions contemplated by the Indenture and the Issuer Documents and may not be relied upon by
any other person or entity, other than your successors and permitted assigns, or for any other purpose
without express, prior written consent. This opinion may not be used, circulated, quoted or otherwise
referred to for any other purpose without prior express written consent, or used in any other transaction.

Respectfully,

GLASER WEIL FINK HOWARD AVCHEN &
SHAPIRO LLP
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Exhibit D-1
Form of County Counsel Opinion
Required Pursuant to Section 8.6(e)(2)

Barclays Capital Inc.
San Francisco, CA

This opinion is rendered pursuant to Section 8.6(e)(2) of the Bond Purchase
Agreement, dated July , 2018 (“Purchase Agreement”), executed by Barclays Capital, Inc. (the
“Underwriter”) and accepted and agreed to by Los Angeles County Facilities Inc. (the “Issuer”),
a California nonprofit public benefit corporation, and the County of Los Angeles (the “County”),
a political subdivision of the State of California, relating to the issuance and sale by the Issuer of
its $[2018 A Par Amount] Lease Revenue Bonds, Series 2018A (Vermont Corridor County
Administration Building) (Tax Exempt) (the “Series 2018A Bonds”) and $[2018B Par Amount]
Lease Revenue Bonds, Series 2018B (Vermont Corridor County Administration Building)
(Federally Taxable) (the “Series 2018B Bonds” and, together with the Series 2018A Bonds, the
“Bonds”). Capitalized terms used but not defined herein shall have the meaning ascribed to them
in the Purchase Agreement.

As counsel to the County, this office has examined the record of proceedings and
such other documents, records and matters of law as we deemed necessary for the purpose of this
opinion hereinafter expressed. As to questions of fact material to such opinions, we have, when
relevant facts were not independently established by us, relied upon certificates of the County or
its officers or of public officials.

Based upon the foregoing and upon such investigation as we have deemed necessary,
we are of the opinion that:

1. The County is a political subdivision of the State of California duly organized and
validly existing under the Constitution and the laws of the State of California. The County has
the legal right and authority under the Constitution and laws of the State to execute the County
Documents.

2. The County Authorization was duly adopted at a meeting of the Board of Supervisors
of the County, as the governing board of the County, which was called and held pursuant to law
and with all public notice required by law and at which a quorum was present and acting at the
time of adoption.
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3. The County Documents to which the County is a party have been duly authorized,
executed and delivered by the County, and, assuming due authorization, execution and delivery
by the other respective parties thereto, constitute legal, valid and binding obligations of the
County, enforceable against the County in accordance with their respective terms.

4. To the best of County Counsel’s knowledge, the County is not in breach of or default
under any applicable law or administrative regulation of the State or any applicable judgment or
decree or any loan agreement, indenture, bond, note, resolution, agreement or other instrument to
which the County is a party or is otherwise subject, which breach or default would materially
adversely affect the County’s ability to enter into or perform its obligations under the County
Documents to be executed by it, and, to the best of County Counsel’s knowledge, no event has
occurred and is continuing which, with the passage of time or the giving of notice, or both,
would constitute such a breach or default; and the execution and delivery of the County
Documents by the County and compliance with the provisions on the County’s part contained
herein and therein, will not in any material respect conflict with or constitute a breach of or
default under any law, administrative regulation, judgment, decree, loan agreement, indenture,
bond, note, resolution, agreement or other instrument known to County Counsel after reasonable
inquiry to which the County is a party or to which the County or the Property or its assets is
otherwise subject, nor will any such execution, delivery, adoption or compliance result in the
creation or imposition of any lien, charge or other security interest or encumbrance of any nature
whatsoever upon any of the properties or assets of the County under the terms of any such law,
administrative regulation, judgment, decree, loan agreement, indenture, bond, note, resolution,
agreement or other instrument, except as provided in the County Documents executed by the
County.

5. To the best of County Counsel’s knowledge, and except as disclosed in the
Preliminary Official Statement and Official Statement, there is no action, suit, proceeding,
inquiry or investigation, at law or in equity, before or by any court, governmental agency, public
board or body, pending in which service of process has been completed against the County or
threatened against the County in any material respect affecting the corporate existence of the
County or the titles of its officers to their respective offices or affecting or seeking to prohibit,
restrain or enjoin the adoption of the County Authorization or the payment of Rent as required
under the Facilities Lease or in any way contesting or affecting the validity or enforceability of
the County Documents, or contesting the tax-exempt status of payment and interest as would be
received by the Owners of the Series 2018A Bonds, or contesting the completeness or accuracy
of the Official Statement or any supplement or amendment thereto, or contesting the powers of
the County or any authorization in connection with the adoption of the County Authorization, or
the execution and delivery by the County of the County Documents to which the County is party
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wherein an unfavorable decision, ruling or finding which would materially adversely affect the
validity or enforceability of the County Documents or the performance by the County of its
obligations thereunder.

6. The preparation and distribution of the Official Statement has been duly authorized
by the Board of Supervisors of the County.

Respectfully submitted,

Office of County Counsel, County of Los Angeles, California
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Exhibit D-2
Form of Opinion of Loeb & Loeb
Required Pursuant to Section 8.6(e)(2)
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Exhibit E
Opinions of Developer’s Counsel
pursuant to Section 8.6(e)(4)

1. The Developer is duly organized and existing under the laws of the State of
Delaware and is qualified to transact business and is in good standing in the State of California
and has full power and authority to enter into the Development Agreement dated as of July 1,
2018 between Developer and Issuer (the “Development Agreement”) and to carry out its
obligations thereunder.

2. The Development Agreement has been duly authorized, executed and delivered
by the Developer and constitutes a legal, valid and binding agreement of the Developer
enforceable in accordance with its terms, except as the enforcement thereof may be affected by
valid bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’
rights or principles of equity.

3. The Developer is not in breach of or in default under any applicable law or
administrative regulation or any applicable judgment or decree to which the Developer, any of its
officers, or any of its properties is a party or is otherwise subject, which would have a material
adverse effect upon the business or financial position of the Developer or the Project.

4, To the best of such counsel’s knowledge, there is no litigation, action, suit,
proceeding, inquiry or investigation, at law or in equity, before or by any court, government
agency, public board or body, pending or threatened against the Developer in which any
judgment or order would have a material adverse effect upon the business (financial or
otherwise) or assets thereof or affect its existence or authority to do business, the validity of the
Development Agreement or the performance by the Developer of its obligations thereunder.

5. The execution, delivery and performance by the Developer of its obligations
under the Development Agreement and compliance by the Developer with the provisions thereof
will not violate any provision of the Developer’s organizational documents, existing federal law
or law of the State of California, or any rule or regulation of any court or any public or
governmental agency applicable to the Developer or the Project, and to the best of such counsel’s
knowledge after due inquiry, will not violate any judgment or order of any court or any public or
governmental agency applicable to the Developer or the Project and will not conflict with, or
result in any breach of any of the provisions of, or constitute a default under any material
agreement or instrument to which the Developer is a party or by which the Developer or any of
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its properties is or may be bound, it being understood, however, that such counsel shall not be
required to express any opinion concerning (a)compliance by any other party to the
Development Agreement with applicable federal law or law of the State of California or any rule,
regulation, judgment or order of any court or any public or governmental agency or authority
applicable to such other party, as necessary to permit any such other party to enter into or
perform its obligations under the Development Agreement; or (b) the ability of the Developer to
perform its obligations under the Development Agreement due to future changes in applicable
law, changes or modifications of the Developer Documents or changes from the current
organization of the Developer.

6. Except as set forth in the Preliminary Official Statement and the Official
Statement and except for certain construction permits, certificates of occupancy and similar
approvals which the Developer expects to obtain in due course, all authorizations, approvals,
licenses, permits, consents and orders of any governmental authority, legislative body, board,
agency or commission having jurisdiction of the matter which are required for the due
authorization of, which would constitute a condition precedent to, or the absence of which would
materially adversely affect the approval of the Developer Documents or the due performance by
the Developer of its obligations under the Developer Documents, have been duly obtained.

7. The statements contained in the Preliminary Official Statement and the Official
Statement under the captions “INTRODUCTION - The Project,” “THE PROJECT -
Construction of the Project,” and “SECURITY AND SOURCES OF PAYMENT FOR THE
BONDS — Developer’s Limited Obligation for Carrying Costs” (excluding any material that may
be treated as included under such captions by cross reference or reference to other documents or
sources),insofar as such statements expressly summarize certain provisions of the Development
Agreement are accurate in all material respects.

8. Based on an examination of information available to us and our representation of
TC LA Development, Inc., as the Developer of the Project, and without having undertaken to
determine independently or assuming any responsibility for the accuracy, completeness or
fairness of the statements in the Preliminary Official Statement and the Official Statement, no
information came to the attention of this firm that caused us to believe that the information
regarding the Developer in the Preliminary Official Statement, as of its date and as of the date of
the Purchase Contract, and the Official Statement as of its date and the date of Closing, contained
or contains any untrue statement of a material fact or omitted or omits to state a material fact
required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.
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Exhibit F
Form of Supplemental Opinion of Bond Counsel
Required Pursuant to Section 8.6(e)(3)
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Exhibit G
Form of Opinion of Disclosure Counsel
Required Pursuant to Section 8.6(e)(6)

July 2018
Board of Supervisors
County of Los Angeles
Los Angeles, California

Ladies and Gentlemen:

We have acted as Disclosure Counsel to Los Angeles County Facilities Inc. (the
“Corporation”) and the County of Los Angeles, California (the “County”) in connection with the
Preliminary Official Statement dated [POS DATE], 2018 (the “Preliminary Official Statement™)
and its Official Statement dated [OS DATE], 2018 (the “Official Statement”), each relating to
the $[PRINCIPAL AMOUNT] aggregate principal amount of Los Angeles County Facilities Inc.
Lease Revenue Bonds, 2018 Series (Vermont Corridor County Administration Building) (the
“Bonds”) issued on the date hereof by the Corporation. The Bonds are being issued on behalf of
the County pursuant to an Indenture of Trust dated as of July 1, 2018 by and between the Issuer
and U.S. Bank National Association, as trustee. Capitalized terms used in this letter and not
otherwise defined herein shall have the meanings provided by the Official Statement.

The Preliminary Official Statement and the Official Statement are the Corporation’s and
the County’s documents and as such the Corporation and the County are responsible for their
content. The purpose of our engagement was not to independently establish, confirm, or verify
the factual matters set forth in the Preliminary Official Statement and the Official Statement and
we have not done so. Moreover, many of the determinations required to be made in the
preparation of the Preliminary Official Statement and the Official Statement involve wholly or
partially matters of a non-legal character. We do not, therefore, take any responsibility for the
factual matters set forth in the Preliminary Official Statement and the Official Statement and we
undertake herein only to express certain limited negative assurances regarding the same.

The purpose of our engagement by you was to provide certain limited negative
assurances to Barclays Capital Inc., as underwriter for the Bonds (the “Underwriter”). In
separately requesting and accepting this letter, the Corporation and the County acknowledge that
(1) the scope of those activities performed by us were inherently limited and do not encompass all
activities that the Corporation as the issuer of the Bonds may be responsible to undertake in
preparing the Preliminary Official Statement and the Official Statement, (ii) those activities
performed by us relied substantially on representations, warranties, certifications and opinions
made by representatives of the Corporation and the County and others, and are otherwise subject
to the matters set forth in this letter, and (iii) while such statements of negative assurance are
customarily given to underwriters of municipal securities to assist them in discharging their
responsibilities under the federal securities laws, the responsibilities of the Corporation and the
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County under those laws may differ from those of Underwriters in material respects, and this
letter may not serve the same purpose or provide the same utility to you as it would to the
Underwriters.

In giving the limited assurances hereinafter expressed, we are not expressing any opinion
or view on, but have ourselves assumed and relied upon, the validity, accuracy and sufficiency of
the records, documents, certificates and opinions executed and delivered in connection with the
issuance of the Bonds. Without limiting the foregoing statement, we have relied, without
independently opining upon the legal conclusions expressed and without independently verifying
the factual matters represented, on the legal opinions that we have reviewed. Also, we have
relied upon a report prepared by a third party provider regarding the County's compliance with
its continuing disclosure undertakings.

This letter does not address (i) CUSIP numbers, (ii) any financial statements contained or
incorporated by reference in the Preliminary Official Statement and the Official Statement, (iii)
any financial, demographic, statistical or economic data, estimates, projections, numbers,
assumptions, charts, graphs, tables, or expressions of opinion contained in the Preliminary
Official Statement and the Official Statement, (iv) the section entitled “Tax Matters”, and (v)
information relating to the book-entry-only system, including information in Appendix F —
“Book-Entry Only System.”

In our capacity as Disclosure Counsel, we participated in meetings and conference calls
with representatives of the Corporation and the County, Orrick, Herrington & Sutcliffe LLP, as
Bond Counsel, the Underwriter, Katten Muchin Rosenman LLP, as Underwriter’s Counsel,
Montague DeRose and Associates, LLC, as Municipal Advisor to the County, and other parties,
during which the contents of the Preliminary Official Statement and the Official Statement were
discussed and reviewed. Based upon such participation, and information disclosed to us in the
course of our representation as Disclosure Counsel, considered in light of our understanding of
the applicable law and the experience we have gained through our practice of law, and subject to
all of the foregoing in this letter including the qualifications respecting the scope and nature of
our engagement, we advise you, as a matter of fact but not opinion, that, during the course of our
engagement as Disclosure Counsel with respect to the Preliminary Official Statement and the
Official Statement, no facts came to the attention of the attorneys of our firm rendering legal
services in connection with this matter that caused them to believe that the Preliminary Official
Statement, as of the date of the Preliminary Official Statement, or the Official Statement, as of
the date of the Official Statement and as of the date hereof, contained or contains any untrue
statement of a material fact or omitted or omits to state any material fact necessary in order to
make the statements therein, in the light of the circumstances under which they were made, not
misleading.

We assume no obligation to update, revise or supplement this letter to reflect any action
hereafter taken or not taken, or any facts or circumstances that may hereafter come to our
attention, or for any other reason.
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We are not expressing any opinion with respect to the authorization, execution, delivery,
issuance or validity of the Bonds, or the exclusion from gross income for federal income tax
purposes of interest on the Bonds.

This letter is furnished by us solely for your benefit and may not be relied upon by any
other person or entity, except as may be expressly authorized by us in writing. This letter is not
to be used, circulated, quoted or otherwise referred to in connection with the offering of the
Bonds, except that reference may be made in any list of closing documents pertaining to the
issuance of the Bonds.

Very truly yours
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Exhibit H
Form of Opinion of Underwriter’s Counsel
pursuant to Section 8.6(e)(7)

July 2018

Barclays Capital Inc.
555 California Street, Floor 30
San Francisco, CA 94104

Re:  $[2018A Par Amount] Lease Revenue Bonds, Series 2018 A (Vermont Corridor
County Administration Building) (Tax Exempt) (the “Series 2018 A Bonds™) and
$[2018B Par Amount] Lease Revenue Bonds, Series 2018B (Vermont Corridor
County Administration Building) (Federally Taxable) (the “Series 2018B Bonds”
and, together with the Series 2018A Bonds, the “Bonds”)

Ladies and Gentlemen:

We have acted as counsel to you in connection with the issuance of the above-captioned
Bonds by Los Angeles County Facilities Inc. (the “Issuer”). Unless otherwise defined herein,
capitalized terms used herein have the meanings set forth in the Bond Purchase Agreement,
dated July , 2018 (“Purchase Agreement”), executed by Barclays Capital, Inc. (the
“Underwriter””) and accepted and agreed to by Los Angeles County Facilities Inc. (the “Issuer”),
a California nonprofit public benefit corporation, and the County of Los Angeles (the “County”),
a political subdivision of the State of California. Capitalized terms used but not otherwise
defined herein shall have the meaning ascribed thereto in the Purchase Agreement.

In our capacity as counsel to the Underwriter, we have examined originals, or copies
certified or otherwise identified to our satisfaction as being true copies of originals, of the
following documents: (i) the Purchase Agreement; (ii) the Issuer Authorization and County
Authorization; (iii) the Ground Lease Agreement dated with an effective date of July 1, 2018, by
and between the County of Los Angeles and the Issuer and memorandum thereof; (iv) the
Facilities Lease Agreement dated with an effective date of July 1, 2018, by and between the
Issuer and the County and memorandum thereof; (v) the Development Agreement dated as of
July 1, 2018, between the Issuer and the Developer; (vi) the Indenture of Trust dated as of July 1,
2018, by and between the Issuer and U.S. Bank National Association, as trustee (the “Trustee”);
(vii) the Construction Leasehold Deed of Trust, Security Agreement, Assignment of Leases and
Rents and Fixture Filing; (viii) the Assignment of Leases and Cash Collateral from the Issuer to
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the Trustee; (ix) the Assignment of Construction Documents from the Issuer to the Trustee and
related assignment documents; (x)the Subordination, Non-Disturbance and Attornment
Agreement by and among the County, the Issuer and the Trustee, (xi) the Ground Lessor
Consent, Estoppel, Recognition and Non-Disturbance Agreement by and among the County, the
Issuer and the Trustee; (xii) the Issuer’s Preliminary Official Statement relating to the Bonds
dated June , 2018 (the “Preliminary Official Statement”); (xiii) the Issuer’s Official Statement
relating to the Bonds dated July , 2018 (the “Official Statement”); (xiv) the Continuing
Disclosure Certificate of the County, dated July _, 2018; and (xv) the various certificates and
opinions provided on the date hereof pursuant to the Purchase Agreement.

We have not undertaken to determine independently, and assume no responsibility for,
the accuracy and completeness of the statements made or included in the Preliminary Official
Statement or the Official Statement. During the course of the preparation of the Preliminary
Official Statement and the Official Statement, however, we participated in conferences with
certain officials of, and counsel for, the County, the Authority, representatives of the
Underwriters, bond counsel and disclosure counsel, at which conferences the contents of the
Preliminary Official Statement and the Official Statement and related matters were discussed.
Our examination described above and our participation in the above-mentioned conferences did
not disclose to us any information which gives us reason to believe that the Preliminary Official
Statement, as of its date or as of the date of the Purchase Agreement, or the Official Statement,
as of its date or as of the date hereof, contained any untrue statements of a material fact or
omitted to state a material fact required to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they were made, not misleading
(provided, however, that no belief or opinion is expressed regarding any financial, forecast,
technical or statistical statements or data included in the Preliminary Official Statement or the
Official Statement, the statements and information set forth in the Appendices to the Official
Statement, information designated as preliminary or permitted to be omitted from the
Preliminary Official Statement pursuant to Rule 15¢2-12, or any information under the captions
“TAX MATTERS,” “MUNICIPAL ADVISOR” or “RATINGS”).

This opinion is furnished to you solely for your benefit and no other person is entitled to
rely hereon. This opinion is not to be used, circulated, quoted or otherwise referred to for any
other purpose. This opinion is based on law and facts in existence on the date hereof and we
assume no obligation to advise you of changes that may hereafter be brought to our attention.
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Respectfully yours,

CS: MGM
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Exhibit I
Form of Issue Price Certificate
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After Recording Return To:

SPACE ABOVE THIS LINE FOR RECORDER’S USE

This instrument is exempt from recording fees (California Government Code § 27383) and
from Documentary Transfer Tax (California Revenue and Tax Code § 11922).

SUBORDINATION, NON-DISTURBANCE
AND ATTORNMENT AGREEMENT

by and among

Los Angeles County Facilities Inc., a California nonprofit public benefit corporation
(“Landlord”), the County of Los Angeles, a political subdivision of the State of California
(“Tenant”) and U.S. Bank National Association (“Beneficiary”), as bond trustee under the

Indenture of Trust dated as of July 1, 2018, relating to the Los Angeles County Facilities

Inc. Lease Revenue Bonds, Series 2018A (Vermont Corridor County Administration

Building) (Tax-Exempt) and the Los Angeles County Facilities Inc. Lease Revenue Bonds,
Series 2018B (Vermont Corridor County Administration Building) (Federally Taxable)



SUBORDINATION, NON-DISTURBANCE
AND ATTORNMENT AGREEMENT

NOTICE: THIS SUBORDINATION, NON-DISTURBANCE AND
ATTORNMENT AGREEMENT RESULTS IN YOUR
LEASEHOLD ESTATE IN THE PROPERTY BECOMING
SUBJECT TO AND OF LOWER PRIORITY THAN THE
LIEN OF SOME OTHER OR LATER SECURITY
INSTRUMENT.

THIS AGREEMENT is entered into by and among Tenant, Landlord, and
Beneficiary and affects the Property described in Exhibit A attached hereto. The terms
“Tenant,” “Landlord,” “Beneficiary,” “Premises,” “Ground Lease,” “Lease,” ‘“Property,”
“Bonds,” “Indenture” and “Deed of Trust” are defined in the Schedule of Definitions
attached hereto as Exhibit B. This Agreement is entered into with reference to the
following facts:

A. Landlord and Tenant have entered into that certain unrecorded Lease
covering the Premises on the Property.

B. Beneficiary has agreed to execute the Indenture with Landlord. Landlord
will issue Bonds pursuant to the Indenture, which Bonds and Indenture are to be secured
by the Deed of Trust encumbering the Premises, provided that the Lease is subordinated to
the lien of the Deed of Trust.

C. For the purposes of issuing the Bonds pursuant to the Indenture, the parties
hereto desire to expressly subordinate the Lease to the lien of the Deed of Trust, it being a
condition precedent to the issuance of the Bonds pursuant to the Indenture, that the lien of
the Deed of Trust be unconditionally and at all times prior and superior to the leasehold
interests and estates created by the Lease.

D. Tenant has requested and Beneficiary has agreed not to disturb Tenant’s
possessory rights in the Premises in the event Beneficiary should foreclose the Deed of
Trust; provided that Tenant is not then in default under the Lease and provided further that
Tenant attorns to Beneficiary or the purchaser at any foreclosure or trustee’s sale of the
Property.

E. It is to the mutual benefit of Landlord and Tenant that Beneficiary execute
the Indenture. Beneficiary is unwilling to execute the Indenture without this Agreement.

NOW THEREFORE, in consideration of the mutual covenants contained herein
and of other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, and in order to induce Landlord and Beneficiary to execute the
Indenture and issue the Bonds, the parties agree as follows:



1. Notwithstanding anything to the contrary set forth in the Lease, the Lease
and the leasehold interests and estate created thereby and all of Tenant’s rights thereunder,
including, without limitation, all rights of first refusal, purchase options and all other rights
or interests of the Tenant under the Lease, shall be and shall at all times remain subject,
subordinate and inferior to the Deed of Trust and the lien thereof, and all rights, privileges
and powers of the Beneficiary thereunder and to any and all renewals, modifications,
consolidations, replacements and extensions thereof; provided, however, that all
condemnation awards and insurance proceeds paid or payable with respect to the Premises
and received by Landlord or Beneficiary shall be applied as provided in the Lease to the
repair and restoration of the Premises or used to redeem or defease Bonds or as otherwise
required under the Indenture. The fee simple interest of the County of Los Angeles in the
Property is not subject to the subordination granted by this Agreement. Notwithstanding
such subordination, Landlord and Beneficiary acknowledge and agree that pursuant to the
Indenture and the requirements of Revenue Ruling 63-20 of the Internal Revenue Service,
as further amended and updated by Revenue Ruling 82-26 (together, the “Ruling”) and
applicable Internal Revenue Service regulations and upon full payment and retirement or
defeasance of all Bonds outstanding under the Indenture, Landlord or the then owner of the
Premises (including Beneficiary) shall convey unencumbered title to the Premises to
Tenant as the governmental subdivision identified in the Indenture, without recourse or
warranty and in its then condition. This provision shall survive any foreclosure of the
Deed of Trust or any transfer of the Premises by conveyance in lieu of foreclosure and
shall be binding upon Beneficiary and any succeeding owner of the Premises.

2. If the interests of Landlord in the Premises shall be transferred by reason of
the exercise of the power of sale contained in the Deed of Trust, or by any foreclosure or
other proceeding for enforcement of the Deed of Trust, or by deed in lieu of foreclosure or
such other proceeding, Tenant shall be bound to Beneficiary or the party acquiring
Landlord’s (“Succeeding Landlord”) interests under the Ground Lease and the Lease in the
Premises under all of the terms, covenants and conditions of the Ground Lease and the
Lease for the balance of the term thereof and any extensions or renewals thereof which
may be effected in accordance with any option in the Lease, with the same force and effect
as if the Succeeding Landlord were the tenant under the Ground Lease and the landlord
under the Lease, and Tenant, as tenant under the Lease, does hereby attorn to the
Succeeding Landlord, as its lessor under the Lease. Such attornment shall be effective and
self-operative without the execution of any further instruments upon the succession by
Succeeding Landlord to the interests of Landlord under the Ground Lease and the Lease.
Tenant shall execute and deliver such instrument evidencing such attornment as
Succeeding Landlord reasonably may require. The respective rights and obligations of
Succeeding Landlord and Tenant upon such attornment, to the extent of the then remaining
balance of the term of the Lease and any extensions and renewals, shall be and are the
same as now set forth in the Lease; provided, however, that in no event shall Beneficiary or
such Succeeding Landlord be (i) liable for any act, omission or default of any previous
landlord (including Landlord) or obligations accruing prior to the date Beneficiary or such
Succeeding Landlord succeeded to the interest of Landlord under the Ground Lease and
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the Lease; (i) subject to any offset, defense, claim or counterclaim which Tenant might be
entitled to assert against any previous landlord (including Landlord) for events arising
prior to the date Beneficiary or such Succeeding Landlord succeeded to the interest of
Landlord under the Ground Lease and the Lease, or (iii) be bound by any payment of Base
Rent, Additional Rent or other payments made by Tenant to any previous landlord
(including Landlord) for more than one (1) month in advance.

3. So long as no default by Tenant under the Lease exists (after notice, and the
expiration of any grace or cure period as may be required by the Lease) that would entitle
Landlord to terminate the Lease, the Lease shall not be terminated, nor shall Tenant’s use,
possession or enjoyment of the Premises or any of its rights and privileges under the Lease
be interfered with in any foreclosure or other action or proceeding in the nature of
foreclosure instituted under or in connection with the Deed of Trust, and Beneficiary shall
not name or join Tenant as a defendant in any exercise of Beneficiary’s rights under the
Deed of Trust except to the extent required by applicable law to prosecute Beneficiary’s
rights and remedies against Landlord and then only for such purpose and not for the
purpose of terminating the Lease or otherwise adversely affecting Tenant’s rights under the
Lease or this Agreement. This nondisturbance provision shall apply with respect to
Tenant’s continued occupancy of the Premises pursuant to an exercise of its rights under
Bankruptcy Code Section 365(h).

4. Beneficiary would not execute the Indenture without this Agreement.

5. It is expressly understood and agreed that this Agreement shall supersede,
to the extent inconsistent herewith, any provisions of the Lease relating to the
subordination of the Lease and the rights, duties and obligations created thereby to the lien
or charge of the Deed of Trust.

6. A copy of any notice of default sent by Tenant to Landlord under the Lease
shall be simultaneously mailed to Beneficiary, and Beneficiary shall during an Event of
Default (as defined under the Indenture) have the right (but not the obligation) to remedy
any default by Landlord under the Lease, if directed by the holders of a majority in
aggregate principal amount of Bonds Outstanding and indemnified to its satisfaction, as
follows: After the receipt of such notice, Beneficiary shall have a period of thirty (30)
days in which to cure any default by Landlord and upon the commencement thereof shall
proceed diligently to cure such default, which may include the initiation of legal or other
action to acquire title to Landlord’s interest under the Ground Lease and the Lease. In the
event that neither Landlord nor Beneficiary cures such default, Tenant shall have the right
to pursue remedies available to it under Section 23 of the Lease against Landlord;
provided, however, that Tenant shall have (i) no right to offset against Rent payable under
the Lease, and (ii) no right to terminate the Lease or the Ground Lease so long as the
Bonds are outstanding.



7. Tenant represents that the Lease is in full force and effect and except to the
extent permitted under the terms of the Indenture and/or the Deed of Trust, it will not
change or alter the terms, covenants, conditions and agreements of the Lease.

8. Tenant consents to the execution and delivery of the Deed of Trust by
Landlord. This Agreement does not constitute a waiver by Landlord of any of its rights
under the Lease with respect to Tenant and does not in any way release Tenant from its
obligation to comply with the terms, provisions, conditions, covenants and agreements set
forth in the Lease.

9. This Agreement does not constitute a waiver by Beneficiary of any of its
rights under the Deed of Trust and does not in any way release Landlord from its
obligation to comply with the terms, provisions, covenants, conditions and agreements set
forth in the Lease to be performed by Landlord.

10.  Notwithstanding any provision of this Agreement or the Lease to the
contrary, (i) Beneficiary shall have no obligation or incur any liability with respect to the
design, development, construction or completion of the Project (as defined in the Lease) or
any improvements for Tenant’s use and occupancy except for the obligations of the
Beneficiary set forth in the Indenture, (i) Tenant shall have no right to offset any claims it
may have under the Lease against the payment of Rent, Additional Rent or any other
amount which Tenant is required to pay under the Lease, and (iii) Tenant agrees that it
shall not exercise any rights or take any action to enforce any remedies it may have as a
third party beneficiary under the Development Agreement or any of the Construction
Documents (each as defined in the Lease) until each of the following conditions has been
satisfied: (a) the Rent Commencement Date has occurred and Tenant is paying Base Rent,
(b) there is no default by Tenant, and no event that with the giving of notice or the passage
of time or both, has occurred, that would constitute an Event of Default by Tenant under
the Lease, and (c) an Event of Default by Landlord has occurred under the Lease and all
applicable notice and cure periods have expired with reference thereto.

11.  The agreements contained herein shall run with the land and shall inure to
the benefit of the parties hereto, their successors and assigns; and thereupon all such
obligations and liabilities shall be the responsibility of the person to whom such party’s
interest is assigned or transferred; provided, however, that the interest of either Landlord or
Tenant under this Agreement may not be assigned or transferred except together with an
assignment or transfer of such party’s interest under the Ground Lease and the Lease. In
the event of the assignment or transfer of the interest of Beneficiary under the Indenture
and/or the Deed of Trust, all obligations and liabilities of Beneficiary under this
Agreement shall automatically terminate, and thereupon all such obligations and liabilities
shall be the responsibility of the party to whom Beneficiary’s interest is assigned or
transferred.

12.  All notices required or permitted under this Agreement shall be in writing
and shall be given to the parties as follows:



Landlord: Los Angeles County Facilities Inc.
c/o Public Facilities Group
1414 Fourth Avenue
Seattle, Washington 98101
Attention: John Finke, President

Tenant: County of Los Angeles
222 South Hill Street, 3™ Floor
Los Angeles, California 90012
Attention: Real Estate Division — Senior Manager

With copies to:  Office of the County Counsel
County of Los Angeles
500 West Temple Street, 6™ Floor
Los Angeles, California 90012-2932

Chief Executive Office — Capital Projects
County of Los Angeles

500 West Temple Street, Room 713

Los Angeles, California 90012

Treasurer and Tax Collector — Public Finance
County of Los Angeles

500 West Temple Street, Room 432

Los Angeles, California 90012

Beneficiary: U.S. Bank National Association,
U.S. Bank Tower
635 West 5™ Street, 24™ Floor
Los Angeles, California 90071
Attention: Corporate Trust Services

Any such notices shall be either (a) sent by certified mail, return receipt requested,
in which case notice shall be deemed delivered three business days after deposit, postage
prepaid in the U.S. mail, or (b) sent by a nationally recognized overnight courier, in which
case notice shall be deemed delivered one business day after deposit with such courier; or
(c) served personally, in which case notice shall be deemed given on the date of such
service, or (d) delivered by facsimile transmission followed by delivery by personal service
or nationally recognized courier service on the next business day after facsimile
transmission, in which case notice shall be deemed to have been given on the date of
facsimile transmission. The above addresses may be changed by written notice to the other
parties; provided that no notice of a change of address shall be effective until actual receipt
of such notice.



13.  This Agreement shall be governed by and construed in accordance with the
laws of the State of California. All capitalized terms not otherwise defined herein or on
Exhibit B hereto shall have the same definition as set forth in the Lease or, if not defined
therein, as defined in the Indenture.

14.  In the event any term or provision of this Agreement or the application
thereof to any person or circumstance shall, for any reason and to any extent be invalid or
unenforceable, the remaining terms and provisions of this Agreement shall not be affected
thereby, but rather shall be enforceable to the fullest extent permitted by law.

15.  The parties hereto agree to execute and deliver in recordable form any and
all further documents and instruments reasonably requested by any party hereto or any title
insurance company to give effect to the terms and provisions of this Agreement.

16.  Notwithstanding anything to the contrary contained herein, Landlord and
Tenant acknowledge that Beneficiary is acting under this Agreement not in its individual
capacity but solely as Trustee under the Indenture and shall be entitled to the same rights,
protections, indemnities and immunities hereunder to which it is entitled under the
Indenture.

17. This Agreement may be executed in counterparts, each of which is an
original and all of which shall constitute one agreement.



IN WITNESS WHEREOF, the parties have executed this Subordination, Non-
Disturbance, and Attornment Agreement as of , 2018.

NOTICE: THIS SUBORDINATION, NON-DISTURBANCE AND
ATTORNMENT AGREEMENT CONTAINS PROVISIONS WHICH ALLOW
LANDLORD TO ISSUE BONDS, A PORTION OF WHICH MAY BE EXPENDED FOR
OTHER PURPOSES THAN IMPROVEMENT OF THE PROPERTY.

TENANT: BENEFICIARY:
COUNTY OF LOS ANGELES, a political U.S. BANK NATIONAL ASSOCIATION, as
subdivision of the State of California bond trustee under the Indenture
By:
By: Name:
Name: Its:
Title:
LANDLORD:

LOS ANGELES COUNTY FACILITIES
INC., a California nonprofit public benefit

corporation

By:

Name: John Finke
Its: President

Signature Page — Subordination, Non-Disturbance and Attornment Agreement



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the

truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
SS.

COUNTY OF

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:
CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:
SIGNER IS REPRESENTING: Los Angeles County Facilities Inc., a California nonprofit public
benefit corporation

|

SIGNER(S) OTHER THAN
NAMED ABOVE:



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the

truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
S8.

COUNTY OF

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:

CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:
SIGNER IS REPRESENTING: County of Los Angeles, a political subdivision of the State of
California

I

SIGNER(S) OTHER THAN
NAMED ABOVE:



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the

truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
S8.

COUNTY OF

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:

CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:

SIGNER IS REPRESENTING: U.S. Bank National Association

SIGNER(S) OTHER THAN
NAMED ABOVE:

I



EXHIBIT A

Legal Description

The following real property situated in the City of Los Angeles, Los Angeles
County, California and more particularly described as follows:

[TO BE PROVIDED]

Assessor’s Parcel No.



EXHIBIT B

Schedule of Definitions

“Beneficiary” shall mean U.S. Bank National Association, as bond trustee under
the Indenture. All notices hereunder to Beneficiary shall be mailed to:

U.S. Bank Tower

635 West 5™ Street, 24™ Floor

Los Angeles, California 90071
Attention: Corporate Trust Services

“Bonds” means, collectively, $ in aggregate principal amount of Los
Angeles County Facilities Inc., Lease Revenue Bonds, Series 2018A (Vermont Corridor
County Administration Building) (Tax-Exempt) and $ in aggregate principal
amount of Los Angeles County Facilities Inc., Lease Revenue Bonds, Series 2018B
(Vermont Corridor County Administration Building) (Federally Taxable).

“Deed of Trust” shall mean a first lien Construction Leasehold Deed of Trust,
Security Agreement, Assignment of Leases and Rents and Fixture Filing dated as of
, 2018, encumbering the Property, executed by Landlord, as Trustor to
, as Trustee, in favor of Beneficiary, securing repayment
of the Bonds issued pursuant to the Indenture to be recorded in the county in which the
Property is located.

“Ground Lease” shall mean that certain Ground Lease Agreement dated as of
, 2018 executed by Tenant as ground lessor, and Landlord as ground
lessee, as now or hereafter amended.

“Indenture” shall mean that certain Indenture of Trust dated as of July 1, 2018
executed by Landlord and Beneficiary pursuant to which Landlord issues the Bonds.

“Landlord” shall mean Los Angeles County Facilities Inc., a California nonprofit
public benefit corporation, having an address c¢/o Public Facilities Group, 1414 Fourth
Avenue, Seattle, Washington 98101, Attention: John Finke, President.

“Lease” shall mean that certain Facilities Lease Agreement dated as of
, 2018, by and between Landlord and Tenant, as now or hereafter

amended.
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“Premises” shall mean the improvements located in and upon the Property,
including the Project (as defined in the Lease) and such other improvements as may be
located on the Property from time to time, together with Landlord’s leasehold interest in
the Property demised to Landlord under the Ground Lease.

“Property” shall mean the real property described in Exhibit A hereto together with
the improvements thereon.

“Tenant” shall mean the County of Los Angeles, a political subdivision of the State
of California, having an address at 222 South Hill Street, 31 Floor, Los Angeles, California
90012, Attention: Real Estate Division — Senior Manager.

ND: 21980.002 4819-3448-6117v1
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After Recording Return To:

SPACE ABOVE THIS LINE FOR RECORDER’S USE

This instrument is exempt from recording fees (California Government Code § 27383)

GROUND LESSOR CONSENT, ESTOPPEL, RECOGNITION AND NON-
DISTURBANCE AGREEMENT

by and among

The County of Los Angeles, a political subdivision of the State of California (“Owner”),
Los Angeles County Facilities Inc., a California nonprofit public benefit corporation
(“Lessee”), and U.S. Bank National Association, in its capacity as bond trustee (“Trustee”)
under the Indenture of Trust dated as of July 1, 2018, relating to the
Los Angeles County Facilities Inc. Lease Revenue Bonds, Series 2018A (Vermont
Corridor County Administration Building) (Tax-Exempt) and the
Los Angeles County Facilities Inc. Lease Revenue Bonds, Series 2018B (Vermont
Corridor County Administration Building) (Federally Taxable)




GROUND LESSOR CONSENT, ESTOPPEL, RECOGNITION AND NON-
DISTURBANCE AGREEMENT

THIS GROUND LESSOR CONSENT, ESTOPPEL, RECOGNITION AND NON-
DISTURBANCE AGREEMENT (“Agreement”) is made as of , 2018, by
and among the COUNTY OF LOS ANGELES, a political subdivision of the State of
California (“Owner”), LOS ANGELES COUNTY FACILITIES INC., a California
nonprofit public benefit corporation (“Lessee”), and U.S. BANK NATIONAL
ASSOCIATION, in its capacity as bond trustee (the “Trustee”) under the Indenture of
Trust dated as of July 1, 2018 (the “Indenture”) relating to the Los Angeles County
Facilities Inc. Lease Revenue Bonds, Series 2018A (Vermont Corridor County
Administration Building) (Tax-Exempt) (the “Series 2018A Bonds™) and the Los Angeles
County Facilities Inc. Lease Revenue Bonds, Series 2018B (Vermont Corridor County
Administration Building) (Federally Taxable) (the “Series 2018B Bonds” and, together
with the Series 2018 A Bonds, the “Bonds”), with reference to the following facts:

RECITALS

A. Lessee is a California nonprofit public benefit corporation and an
organization described under Section 501(c)(3) of the federal Internal Revenue Code of
1986, as amended (the “Code”);

B. Owner desires to have Lessee design, develop, permit and construct
improvements and install furniture, fixtures and equipment for (i) a new office building
with (a) approximately 468,000 gross square feet of Class A office with ground floor retail
space and public serving uses, and (b) approximately 965 structured parking spaces; and
(i1) a separate 10-story garage structure containing approximately 768 parking spaces, all
to serve as the headquarters and office space for the Los Angeles County Department of
Mental Health, office space for the Los Angeles County Department of Workforce
Development, Aging and Community Services, and office space for other County
departments, divisions or staff (collectively, the “Project”), all located in the City of Los
Angeles, Los Angeles County, California;

C. Lessee and Owner have entered into a Ground Lease Agreement dated as of
, 2018 (as amended from time to time, the “Ground Lease’’) under which
Owner is leasing certain real property located in the City of Los Angeles, Los Angeles
County, on which the Project will be located and which is more particularly described in
Exhibit A, attached hereto and by this reference incorporated herein (the “Land”) to
Lessee;

D. Concurrently therewith, Lessee and Owner have entered into a Facilities
Lease Agreement, dated as of , 2018 (as amended from time to time, the
“Facilities Lease”) under which Lessee will undertake the Project and lease the Premises
(as such term is defined in the Facilities Lease) to the Owner at the rent and pursuant to the
terms and conditions set forth in the Facilities Lease;

1



E. Lessee will engage TC LA Development, Inc. as developer (“Developer”)
to develop, oversee and manage the design, permitting and construction of the Project in
accordance with the terms and conditions of a Development Agreement dated as of
, 2018 (the “Development Agreement”);

F. By Ordinance No.  adopted on , 2018 and by subsequent
actions, the Board of Supervisors of Owner approved the Ground Lease, the Facilities
Lease, the Development Agreement, the Project, the issuance of the Bonds (as hereinafter
defined) and the future acceptance of the title to the Premises;

G. Lessee and Owner have determined that the most cost-effective method of
financing the Project is through the issuance by Lessee of the Series 2018 A Bonds (a series
of tax-exempt obligations) pursuant to Rev. Rul. 63-20 of the U.S. Treasury, as further
amended and updated by Rev. Rul. 82-26 (together, the “Ruling”) under the Code;

H. Lessee intends to issue the Series 2018 A Bonds pursuant to the Indenture
and to use the proceeds thereof to finance the costs of design, development and
construction of the Project;

L. The obligations of Lessee to pay principal and interest on the Bonds and the
indebtedness evidenced by the Indenture are secured, inter alia, by that certain
(a) Construction Leasehold Deed of Trust, Security Agreement, Assignment of Leases and
Rents and Fixture Filing of even date herewith (the “Deed of Trust”) executed by Lessee as
trustor and debtor in favor of the Trustee, as beneficiary and secured party, encumbering
the Land and certain real and personal property more particularly described in the Deed of
Trust, (b) that certain Assignment of Leases and Cash Collateral of even date herewith
executed by Lessee as assignor in favor of Trustee as assignee and (c) other security
interests granted under other security documents; and

J. Lessee and Trustee would not execute the Indenture and the Lessee would
not issue the Bonds or enter into the Ground Lease, the Facilities Lease or the
Development Agreement, except upon the express condition that Owner: (a) confirm the
status of the Ground Lease, (b) confirm any and all approvals to the financing plan
contemplated by the execution of the Indenture, the issuance of the Bonds, the execution of
the Ground Lease, the Facilities Lease and the Development Agreement and all documents
and instruments executed in connection therewith, including, without limitation, the Deed
of Trust, (c) agree to recognize and agree not to disturb the rights of the Trustee under the
Deed of Trust, and (d) confirm certain matters with respect to the Ground Lease and
Facilities Lease as more particularly set forth herein.

NOW THEREFORE, in consideration of the foregoing recitals and other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, and
in order to induce Lessee and Trustee to execute the Indenture and Lessee to issue the
Bonds, Owner and Lessee hereby certify and agree in favor and for the benefit of Trustee
as follows:



AGREEMENT

1. Each of the recitals set forth above is by this reference incorporated herein.
All capitalized terms not otherwise defined herein shall have the same meaning as set forth
in the Indenture or, if not defined therein, as defined in the Facilities Lease.

2. The Ground Lease is valid and in full force and effect and constitutes the
entire agreement between Owner and Lessee, as the tenant thereunder, with respect to the
demise of the Land pursuant to the Ground Lease and there have been no modifications or
amendments to the Ground Lease since its execution. There are no oral or other written
agreements between Owner and Lessee with respect to the lease of the Land except the
Ground Lease and the Facilities Lease. There is no default by either Owner or Lessee in
the performance of their respective obligations under the Ground Lease or the Facilities
Lease and no event that with the giving of notice, the passage of time or both, would
constitute an Event of Default under the Ground Lease or the Facilities Lease. To the best
of Owner’s knowledge, there are no set-offs, defenses or claims in favor of Owner against
Lessee or against enforcement by Lessee of any of the terms and conditions of the Ground
Lease or the Facilities Lease.

3. All rent and other sums due and payable under the Ground Lease have been
paid in full and neither Owner nor Lessee has commenced any action or given or received
any notice for the purposes of terminating the Ground Lease.

4, The term of the Ground Lease will commence , 2018, and
will terminate , unless it is earlier terminated in accordance with the
terms of the Ground Lease, or unless it is extended in accordance with Section 2.1 of the
Ground Lease.

5. Owner consents to the Indenture, the Deed of Trust, the Assignment of
Leases and the Development Agreement and agrees that the Deed of Trust shall constitute
a Leasehold Mortgage and Trustee and/or any assignee of Trustee’s interest under the
Deed of Trust will have all of the rights, privileges and benefits accruing to a “Leasehold
Mortgagee” as defined in Section 6.1 of the Ground Lease or any other holder of an
encumbrance under the Ground Lease, including, without limitation, the right to:
(a) foreclose the Deed of Trust, (b) effect cure of a tenant default under the Ground Lease,
(c) receive casualty insurance proceeds and (d) obtain a new lease if the Ground Lease
should be terminated. No approval by any party not a signatory to this Agreement is
required in connection with the encumbrance of Lessee’s rights under the Ground Lease
pursuant to the Deed of Trust. This Agreement shall constitute notice to Owner of the
Indenture, the Bonds, the Deed of Trust and Trustee’s interest therein, as required under
the Ground Lease. Owner acknowledges receipt of copies of such documents pursuant to
the Ground Lease. The notice address of Trustee to which notices must be sent under the
Ground Lease and this Agreement is set forth in Section 19 of this Agreement.



6. Owner and Lessee each agrees that it shall not (a) alter, amend, change,
extend or modify any provision contained in the Ground Lease, (b) waive or consent to a
waiver of any of its rights and benefits thereunder, or (c) cancel, release, surrender or
terminate the same (whether pursuant to agreement or any right of election granted under
the Ground Lease or otherwise), except in accordance with the requirements of the
Indenture, and any purported attempt by Owner or Lessee to effectuate any of the
foregoing except in compliance therewith shall be void.

7. If Lessee shall default in the performance or observance of any term,
covenant or condition of the Ground Lease on the part of Lessee to be performed or
observed, then, without limiting the generality of the other provisions of this Agreement,
and without waiving, or releasing Lessee from any of its obligations hereunder, Trustee
shall have all rights and/or benefits accruing to the tenant under the Ground Lease in
connection with any such default, including, without limitation, any and all notice and cure
rights arising under Section 6.2 of the Ground Lease to cure such default and/or commence
foreclosure proceedings to avoid a termination of the Ground Lease. In the event that the
breach or default by Lessee is of a nature which is not curable by Trustee, any such breach
or default shall be waived by Owner so long as Trustee is curing or using its diligent
efforts to cure any curable defaults pursuant to Section 6.2 of the Ground Lease, and
Owner hereby agrees to grant to Trustee such time as is necessary to gain control of the
Land pursuant to Section 6.2 of the Ground Lease.

8. Unless the Bonds have been paid in full, Owner shall not terminate the
Ground Lease or the Facilities Lease prior to the end of the Term. Notwithstanding the
foregoing or any other provision contained herein or in the Ground Lease, in the event the
Ground Lease nevertheless terminates, or is rejected in bankruptcy or by the debtor in
possession or a trustee-in-bankruptcy, upon Trustee’s request, Owner hereby agrees to
execute a new Ground Lease with Trustee on the same terms and conditions as the Ground
Lease, which new lease shall be fully assignable by Trustee without the consent of Owner.
Trustee and any person designated by Trustee shall have, and are hereby granted, the right
to enter upon the Land at any time and from time to time for the purpose of taking any cure
action as described herein or in the Ground Lease. Owner shall deliver a copy of any
petition filed under the Bankruptcy Code by Owner or Lessee to Trustee. Owner shall
promptly deliver to Trustee following receipt, copies of any and all notices, summonses,
pleadings, applications and other documents received by Owner in connection with any
such petition and any proceedings relating thereto.

9. In the event that Trustee or any purchaser at a foreclosure sale, or assignee
thereof, succeeds to the rights of Lessee in and to the Ground Lease pursuant thereto or
otherwise, notwithstanding anything to the contrary in the Ground Lease, the liability of
Trustee or any such purchaser or assignee thereof to Owner with respect to the Ground
Lease shall be limited to the value of such entity’s or person’s interest in the Land.



10.  The rejection of the Ground Lease by the Owner’s trustee-in-bankruptcy
shall not affect or impair this Agreement or Trustee’s rights under the Ground Lease or
Lessee’s possession of the Land. This Agreement specifically attaches to Lessee’s right to
use and possession of the Land if a trustee-in-bankruptcy of the Owner rejects the Ground
Lease. Lessee shall not treat the Ground Lease as terminated by reason of the bankruptcy
of the Owner or under Subsection 365(h)(1) of the Bankruptcy Code without the Trustee’s
prior written consent, and any such termination without Trustee’s prior written consent
shall be null, void and of no force or effect. Trustee shall have the right to proceed in its
own name or in the name of Lessee in respect of any claim, suit, action or proceeding
relating to the rejection of the Ground Lease, including, without limitation, the right to file
and prosecute, to the exclusion of Lessee, any proofs of claim, complaints, motions,
applications, notices and other documents, in any case regarding Owner under the
Bankruptcy Code, and all of such rights are hereby assigned by Lessee to Trustee. Any
amounts received by Trustee as damages arising out of the rejection of the Ground Lease
as aforesaid shall be applied by Trustee in such order of priority as Trustee determines in
its sole and absolute discretion, to the obligations of Lessee under the Indenture.

11.  Trustee will have the right to appear in and participate in all proceedings,
including any arbitration proceedings, which could affect Trustee’s use or possession of
the Land or the provisions of the Ground Lease in the event it should foreclose the Deed of
Trust or which relate to the leasehold interest of Lessee under the Ground Lease or any
sublease. Lessee shall promptly provide notice of any such proceeding to Trustee.

12. Owner represents and warrants that no lien or encumbrance (whether for
borrowed money or otherwise) exists on the fee interest in the Land. Owner and Lessee
represent and warrant to Trustee that no lien or encumbrance (whether for borrowed
money or otherwise) exists on the Land which, if foreclosed or realized upon, could defeat,
terminate or otherwise extinguish the Ground Lease.

13.  In the event that Trustee determines from time to time in good faith that
receipt of an estoppel certificate is necessary or appropriate, then promptly (but in no event
less than fifteen (15) days after such written request), all parties hereto shall deliver to
Trustee an estoppel certificate relating to the Ground Lease in form and substance
reasonably satisfactory to Trustee and containing such information as Trustee may
reasonably require.

14.  No consent of any party to the Ground Lease is required as a condition
precedent to the exercise by Trustee of any of its rights and remedies under the Indenture,
the Deed of Trust, the Assignment of Leases or any other document that secures the
obligations of the Lessee under the Indenture.

15.  Nothing contained herein in this Agreement shall constitute Trustee as a
joint venturer or partner of the Owner or the Lessee.



16.  This Agreement shall not be amended except by written instrument signed
by all parties hereto.

17.  This Agreement may be executed in any number of counterparts, each of
which shall be an original and all of which together shall constitute but one original.

18.  This Agreement shall be binding on the parties hereto and their respective
successors and assigns and shall inure to the benefit of Trustee and its successors and
assigns. This Agreement shall remain in full force and effect until (i) the Bonds have been
paid or defeased in full, (ii) all obligations owing to Trustee under the Indenture have been
fully paid and/or performed in full, or (iii) the acquisition by Trustee or its nominee or any
purchaser at foreclosure sale of title to the Real Property pursuant to a foreclosure or deed
in lieu of foreclosure of the Deed of Trust, or the exercise of the power of sale contained in
the Deed of Trust.

19.  All notices required or permitted under this Agreement shall be in writing
and shall be given to the parties as follows:

Lessee: Los Angeles County Facilities Inc.
c/o Public Facilities Group
1414 Fourth Avenue
Seattle, Washington 98101
Attention: John Finke, President

Owner: County of Los Angeles
222 South Hill Street, 3™ Floor
Los Angeles, California 90012
Attention: Real Estate Division — Senior Manager

With copies to:  Office of the County Counsel
County of Los Angeles
500 West Temple Street, 6™ Floor
Los Angeles, California 90012-2932

Chief Executive Office — Capital Projects
County of Los Angeles

500 West Temple Street, Room 713

Los Angeles, California 90012

Treasurer and Tax Collector — Public Finance
County of Los Angeles

500 West Temple Street, Room 432

Los Angeles, California 90012



Trustee: U.S. Bank National Association
U.S. Bank Tower
635 West 5™ Street, 24" Floor
Los Angeles, California 90071
Attention: Corporate Trust Services

Any such notices shall be either (a) sent by certified mail, return receipt requested,
in which case notice shall be deemed delivered three business days after deposit, postage
prepaid in the U.S. mail, or (b) sent by a nationally recognized overnight courier, in which
case notice shall be deemed delivered one business day after deposit with such courier; or
(c) served personally, in which case notice shall be deemed given on the date of such
service, or (d) delivered by facsimile transmission followed by delivery by personal service
or nationally recognized courier service on the next business day after facsimile
transmission, in which case notice shall be deemed to have been given on the date of
facsimile transmission. The above addresses may be changed by written notice to the other
parties; provided that no notice of a change of address shall be effective until actual receipt
of such notice.

20.  This Agreement shall be governed by and construed in accordance with the
laws of the State of California without giving effect to the conflict of law principles of said
State. In the event any action is brought under this Agreement, the parties agree that venue
shall lie exclusively in the courts of the County of Los Angeles, California.

[remainder of this page left intentionally blank]



IN WITNESS WHEREOQOF, the parties hereto have caused this Ground Lessor
Consent, Estoppel, Recognition and Non-Disturbance Agreement to be executed as of the
day and year first above written.

LESSEE:

LOS ANGELES COUNTY FACILITIES
INC., a California nonprofit public benefit
corporation

By:
Name: John Finke
Its: President

OWNER:

COUNTY OF LOS ANGELES, a political
subdivision of the State of California

By:
Name:
Its:

TRUSTEE:

U.S. BANK NATIONAL ASSOCIATION, as
bond trustee under the Indenture

By:
Name:
Its:

Signature Page — Ground Lessor Consent, Estoppel,
Recognition and Non-Disturbance Agreement



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the

truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
COUNTY OF

SS.

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:

CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:
SIGNER IS REPRESENTING: Los Angeles County Facilities Inc., a California nonprofit public
benefit corporation

|

SIGNER(S) OTHER THAN
NAMED ABOVE:



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
COUNTY OF

SS.

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:

CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:
SIGNER IS REPRESENTING: County of Los Angeles, a political subdivision of the State of
California

|

SIGNER(S) OTHER THAN
NAMED ABOVE:



CALIFORNIA CERTIFICATE OF ACKNOWLEDGMENT

A notary public or other officer completing this certificate
verifies only the identity of the individual who signed the

document to which this certificate is attached, and not the

truthfulness, accuracy, or validity of that document.

STATE OF CALIFORNIA
COUNTY OF

SS.

On before me, , personally appeared
, who proved to me on the basis of satisfactory evidence to be the
person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the entity upon behalf of which the person(s) acted,
executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Notary Public Signature (Notary Public Seal)

Additional Optional Information*

*Though the data below is not required by law, it may prove valuable to persons relying on the document and
could prevent fraudulent reattachment of this form.

DESCRIPTION OF ATTACHED DOCUMENT

(Title or Description of Attached Document

Number of Pages:
Document Date:

CAPACITY CLAIMED BY THE SIGNER

Individual
Corporate Officer:

(Title)
Partner (Limited)
Partner (General)
Attorney-in-Fact
Trustee
Guardian/Conservator
Other:

SIGNER IS REPRESENTING: U.S. Bank National Association

SIGNER(S) OTHER THAN
NAMED ABOVE:

|



EXHIBIT A

Legal Description

The following real property situated in the City of Los Angeles, Los Angeles
County, California and more particularly described as follows:

[TO BE PROVIDED]

Assessor’s Parcel No.

ND: 21980.002 4844-6365-1685v1



ISSUER FEE AND GOVERNANCE AGREEMENT

This Issuer Fee and Governance Agreement (“Agreement”) is entered into as of the
day of , 2018, by and among the County of Los Angeles, California, a body
corporate and politic (the “County”), Los Angeles County Facilities Inc., a California nonprofit
corporation (“LACF”), and Public Facilities Group, a Washington nonprofit corporation
(“PFG”).

RECITALS

A. The County and LACEF are parties to a Pre-Development Agreement dated as of
August 18, 2016 (the “Pre-Development Agreement”), a Ground Lease dated of even date
herewith (the “Ground Lease”), and a Facilities Lease dated of even date herewith (the
“Facilities Lease” and, together with the Pre-Development Agreement and the Ground Lease, the
“Agreements”), relating to certain real property (the “Property”’) owned by the County on South
Vermont Avenue in Los Angeles, California.

B. Pursuant to the Agreements, LACF has undertaken to ground lease the Property from
the County, to construct thereon (i) a new office building (the “Office Project” as defined in the
Facilities Lease) and (ii) a new parking structure (the “Shatto Garage Project” as defined in
Facilities Lease and, together with the Office Project, the “Project” as defined in the Facilities
Lease), and to lease the completed Project to the County to serve as the headquarters of the
County’s Department of Mental Health and for other County purposes. The Project is to be
developed pursuant to a Development Agreement between LACF and TC LA Development, Inc.
(“Developer”) dated of even date herewith (the “Development Agreement”).

C. LACF will finance the construction of the Project with proceeds of (i) tax-exempt
bonds to be issued by LACF on behalf of the County pursuant to Revenue Ruling 63-20 and
Revenue Procedure 82-26 of the U.S. Treasury, and (ii) taxable bonds to be issued by LACF on
behalf of the County (collectively, the “Bonds”). The Bonds will be issued under an Indenture of
Trust (the “Indenture’) between LACF and U.S. Bank National Association, as bond trustee (the
“Trustee™)

D. PFG is the sole member of LACF.

E. In connection with the development of the Project and the issuance of the Bonds, the
parties hereto wish to provide for certain matters, as set forth below.

AGREEMENTS

For good and valuable consideration, the parties hereto agree as follows:

1. Project Fee. Pursuant to Section 8.2 of the Pre-Development Agreement, the County
and LACF have agreed that, upon issuance of the Bonds, LACF will receive a fee from the
proceeds of the Bonds (the “LACF Fee”). The County and LACF hereby confirm and agree that
the amount of the LACF Fee shall be Three Million Dollars ($3,000,000.00), and that such
LACEF Fee shall be a Project cost to be paid out of the Project Fund established under the
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Indenture. The LACF Fee shall be disbursed to LACF by the Trustee according to the following
schedule, upon submission of a requisition therefor to the Trustee in accordance with the
Indenture: (a) $600,000 at closing of the sale of the Bonds; (b) $600,000 at Commencement of
Construction (as defined in the Development Agreement); (¢) $300,000 at 25% Percentage of
Project Completion; (d) $450,000 at 50% Percentage of Project Completion; (e) $450,000 at
75% Percentage of Project Completion; (f) $300,000 at Substantial Completion of the Project (as
defined in the Development Agreement); (g) $225,000 at Final Acceptance of the Project (as
defined in the Development Agreement); and (h) $75,000 in connection with LEED Silver
certification of the Office Project at the same time as Developer is paid the portion of its fee
related to LEED certification under Section 4.7 of the Development Agreement. For purposes of
this paragraph, “Percentage of Project Completion” shall have the same meaning described in,
and the associated payments shall be made concurrently with the payments to Developer
required under, Section 11.3 of the Development Agreement.

2. Replacement of PFG as Sole Member of LACFE. The parties agree that the County
shall have the right, under the circumstances described herein, to cause PFG to be replaced as the
sole member of LACF.

2.1. Rightto Replace PFG Prior to Expiration of the Warranty Period. Prior to
expiration of the Warranty Period (as defined below), the County shall have the right, upon
written notice to LACF and PFG, upon the occurrence of a For Cause Event (as defined below)
to require that PFG be replaced as the sole member of LACF by the County or its designee.

2.2. Rightto Replace PFG Following Expiration of the Warranty Period. Following
expiration of the Warranty Period, the County shall have the right, upon at least sixty (60) days’
prior written notice to LACF and PFG, to require that PFG be replaced as the sole member of
LACEF by the County or its designee, regardless of whether or not a For Cause Event has
occurred.

2.3.  Amendment of Articles and Bylaws. PFG and LACF agree that, upon receipt of
the notice described in Sections 2.1 and 2.2, they shall cause the Articles of Incorporation and
Bylaws of LACF to be amended so as to remove PFG as the sole member of LACF and
substitute in its place the County or the County’s designee. PFG and LACF agree to take any
further actions reasonably requested by the County to accomplish the purposes of this Section 2,
so long as such actions do not require PFG or LACF to incur any additional costs or liabilities.

2.4. Definition of “Warranty Period”. For purposes of this Section 2, “Warranty
Period” shall mean the period from the date of this Agreement to the date that is one (1) year
following Substantial Completion of the Project.

2.5. Definition of “For Cause Event”. For purposes of this Section 2, “For Cause
Event” shall mean any of the following:

(a) Any officer or director of LACF is convicted of, or pleads guilty or nolo
contendere to, (i) crimes involving fraud, misappropriation and embezzlement, or
(i1) a felony;
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(b) The officers, collectively, of LACF are absent from, or do not substantially
perform their usual duties for, LACF for any continuous thirty (30) day period or for
more than sixty (60) days in any 365-day period;

(c) LACF misappropriates Bond funds, otherwise acts fraudulently, commits
willful misconduct, or is reckless or grossly negligent in the performance of its
duties under the Ground Lease, Facilities Lease, Development Agreement (as
defined in the Facilities Lease), or Construction Contracts (as defined in the
Facilities Lease);

(d) (i) LACF materially breaches its obligations under the Ground Lease,
Facilities Lease, Development Agreement or Construction Contracts; (ii) such
breach has a material adverse effect on the construction of the Project; and (iii)
LACEF either fails to cure such breach within thirty (30) days after its receipt of
written notice thereof from the County or, if such breach is incapable of being
cured within such thirty (30) day period, fails to continue to use its best efforts to
cure such breach;

(e) a court of competent jurisdiction enters an order or decree as a result of which
PFG is effectively prohibited or enjoined from performing its responsibilities as
the member of LACF; or

(f) PFG or LACEF (i) files a petition under any federal or state law concerning
bankruptcy, reorganization, insolvency or relief from creditors, or if such a
petition is filed against PFG or LACF without its consent, it is not dismissed
within sixty (60) days; or (ii) consents to the appointment of a receiver, trustee,
liquidator or custodian with respect to PFG or LACF (as applicable), or a
receiver, trustee, liquidator or custodian is appointed with respect to PFG or
LACEF and such appointment is not terminated within sixty (60) days.

2.6. Limitations. Notwithstanding any provision hereof to the contrary, no
replacement of PFG as the member of LACF shall occur (a) unless and until LACF receives an
opinion of nationally recognized bond counsel that such replacement will not adversely affect the
tax-exempt character of the Bonds, or (b) if LACF reasonably determines that such replacement
will adversely affect LACF’s status as a 501(c)(3) corporation. Furthermore, nothing herein
shall limit the right of LACF or PFG to contest, by appropriate legal action, the County’s
determination that a For Cause Event has occurred.

3. Miscellaneous.
3.1. Counterparts. This Agreement may be executed in counterparts.

3.2. Binding Effect. This Agreement shall be binding upon, and inure to the benefit
of, the parties and their respective successors and assigns.

3.3.  Amendment. This Agreement may be amended or modified only in writing,
executed by the party or parties intended to be bound thereby.
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3.4. Entire Agreement. This Agreement sets forth the entire agreement of the parties
as to the subject matter hereof and supersedes all prior discussions and understandings between
them.

3.5. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the state of California.

Executed as the date first written.
COUNTY OF LOS ANGELES

By

Its

LOS ANGELES COUNTY FACILITIES INC.

By

Its

PUBLIC FACILITIES GROUP

By

Its
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This Preliminary Official Statement and the information contained herein are subject to completion or amendment without notice. Under no circumstances shall this Preliminary Official Statement constitute an

offer to sell or the 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 prior to registration or qualification

under the sec
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PRELIMINARY OFFICIAL STAETMENT DATED JULY _ _, 2018

NEW ISSUE - BOOK-ENTRY ONLY Ratings: Fitch —«__”
Moody’s _ 66_”

Standard & Poor’s —“__”

(See “RATINGS”)

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Issuer, based upon an analysis of existing laws, regulations, rulings
and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on
the Tax-Exempt Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. In
the further opinion of Bond Counsel, interest on the Tax-Exempt Bonds is not a specific preference item for purposes of the federal alternative
minimum tax. Bond Counsel is also of the opinion that interest on the Bonds is exempt from State of California personal income taxes. Bond
Counsel further observes that interest on the Federally Taxable Bonds is not excluded from gross income for federal income tax purposes. Bond
Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the amount, accrual or receipt of
interest on, the Bonds. See “TAX MATTERS.”

[Preliminary Par]’
LOS ANGELES COUNTY FACILITIES INC.

[2018A Preliminary Par]” [2018B Preliminary Par|’
Lease Revenue Bonds, Series 2018A Lease Revenue Bonds, Series 2018B
(Vermont Corridor County Administration Building) (Vermont Corridor County Administration Building)
(Tax-Exempt) (Federally Taxable)
Dated: Date of Delivery Due: December 1, as shown on the inside front cover.

Los Angeles County Facilities Inc. (the “Issuer”), a California nonprofit public benefit corporation and an organization described under
Section 501(c)(3) of the federal Internal Revenue Code of 1986, as amended (the “Code™), is issuing its [2018A Preliminary Par]” Lease Revenue
Bonds, Series 2018A (Vermont Corridor County Administration Building) (Tax-Exempt) (the “Tax-Exempt Bonds™) and [2018B Preliminary Par]"
Lease Revenue Bonds, Series 2018B (Vermont Corridor County Administration Building) (Federally Taxable) (the “Federally Taxable Bonds” and,
together with the Tax-Exempt Bonds, the “Bonds”). The Bonds are being issued on behalf of the County of Los Angeles, California (the “County”)
pursuant to an Indenture of Trust dated as of July 1, 2018 (the “Indenture”) by and between the Issuer and U.S. Bank National Association, as
trustee (the “Trustee”). The Issuer is issuing the Tax-Exempt Bonds in accordance with the guidelines set forth in Revenue Ruling 63-20 of the U.S.
Treasury, as amended and updated by Revenue Procedure 82-26 of the U.S. Treasury, relating to the issuance of tax-exempt obligations on behalf
of a political subdivision for the purpose of financing governmental facilities.

The Bonds will be delivered in fully-registered form only, and when delivered, 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 for the Bonds. Ownership interests in the
Bonds may be purchased in book-entry form only. The Bonds will be issued in book-entry form in the denomination of $5,000 or any integral
multiple thereof within a maturity. Purchasers will not receive certificates representing their interest in the Bonds purchased. The Bonds will bear
interest from their date of delivery, payable semi-annually on each June 1 and December 1, beginning on December 1, 2018. Principal of and
interest and redemption premium, if any, on the Bonds will be paid by the Trustee to DTC or its nominee, which will in turn remit such payments to
its Participants (defined herein) for subsequent disbursement to the Beneficial Owners of the Bonds. See APPENDIX F — “Book-Entry Only
System” attached hereto.

The Tax-Exempt Bonds are subject to acceleration and redemption prior to maturity as provided herein. The Federally Taxable Bonds are
subject to acceleration as provided herein. However, the County’s obligation to pay Base Rent (“Base Rent”) under the Facilities Lease (as defined
below) in an amount sufficient to pay principal of and interest on the Bonds is not subject to acceleration.

The proceeds of the Bonds will be used by the Issuer to (1) finance or refinance costs of designing, developing, permitting, and constructing
improvements and installing furniture, fixtures and equipment of (a) a new office building with (i) approximately 468,000 gross square feet of Class
A office space with ground floor retail space and public serving uses, and (ii) approximately 965 structured parking spaces (collectively, the “Office
Project”), and (b) a separate 10-story garage structure containing approximately 768 parking spaces (the “Shatto Garage Project”), all to serve as
the headquarters and office space for the County’s Department of Mental Health, office space for the County’s Department of Workforce
Development, Aging and Community Services, and office space for other County departments, divisions or staff (collectively, the “Project”), on a
site (consisting of 510, 526 and 532 South Vermont Avenue and 523 Shatto Place) owned by the County in the City of Los Angeles, California (the
“Land” and, together with the Project and such other improvements as may be located on the Land from time to time, the “Premises”), (2) fund
capitalized interest on the Bonds through the construction period, as described herein, and (3) pay costs of issuance of the Bonds.

The Issuer has agreed to lease to the County the Premises, including the Project thereon, pursuant to a Facilities Lease Agreement, dated as of
July 1, 2018 (the “Facilities Lease”), by and between the Issuer, as the lessor, and the County, as the lessee. The County is obligated under the
_Facilities Lease to begin paying a portion of Base Rent upon Substantial Completion of the Office Project and Base Rent upon Substantial
'5 Completion of the Project. The County has covenanted in the Facilities Lease to take such action as may be necessary to include the payment of all
© Base Rent and certain additional rent (collectively, “Rent”) due thereunder in its annual budget and to make the necessary annual appropriations for
Z the payment of such Rent, subject to the provisions of the Facilities Lease. The Facilities Lease will expire on the earlier of (a) the date of final
.E maturity of the Bonds, (b) the date that the Bonds are no longer Outstanding under the Indenture and the Premises has been conveyed by the Issuer
g to the County pursuant to the Facilities Lease, or (c) the date on which the Facilities Lease terminates in accordance with its terms.
Z The Bonds are special, limited obligations of the Issuer payable solely from and secured solely by a pledge of the Trust Estate (as defined
S herein) as provided in the Indenture. No revenue, income, receipts, donations, earnings, property or assets of the Issuer, other than the Trust Estate,
& shall be subject to any lien or claim for the payment of the Bonds or the performance of any other obligation of the Issuer under the Indenture. The
¢ Issuer is a single-purpose entity, is not a governmental unit, and has no taxing power. The Issuer has no source of funds available to pay debt
E service on the Bonds other than the Trust Estate. The primary source of revenues anticipated to be received by the Issuer and included within the

3 Trust Estate is Base Rent to be received from the County under the Facilities Lease.

s
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The obligation of the County to pay the Base Rent does not constitute a debt of the County or of the State of California (the “State”)
or of any political subdivision thereof in contravention of any constitutional or statutory debt limit or restriction, and does not constitute
an obligation for which the County or the State is obligated to levy or pledge any form of taxation or for which the County or the State has
levied or pledged any form of taxation. The Bonds shall be special obligations of the Issuer, payable solely from the Base Rent and the
other assets pledged therefor under the Indenture. Neither the faith and credit nor the taxing power of the County or the State, or any
political subdivision thereof, is pledged to the payment of the Bonds. The Issuer has no taxing power and has no obligation to pay Base
Rent.

This cover page contains certain information for quick reference only. It is not a summary of the terms of or security for the Bonds. Investors
must read the entire Official Statement to obtain information essential to the making of an informed investment discussion.

The Bonds are offered when, as and if issued and delivered by the Issuer and received by the Underwriter, and are subject to approval of
legality by Orrick, Herrington & Sutcliffe LLP, Los Angeles, California, Bond Counsel, and certain other conditions. Certain legal matters will be
passed upon for the Issuer by Hillis Clark Martin & Peterson P.S., Seattle, Washington, and Glaser Weil Fink Howard Avchen & Shapiro LLP, Los
Angeles, California, for the County by the County Counsel’s Office, Hawkins Delafield & Wood LLP, Disclosure Counsel, and Loeb and Loeb,
LLP, and for the Underwriter by its counsel, Katten Muchin Rosenman LLP, New York, New York. It is anticipated that the Bonds will be
available for delivery through the facilities of DTC in New York, New York on or about July __, 2018.

[Barclays Logo]

Dated: July ,2018
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MATURITY SCHEDULE

[Preliminary Par|’
LOS ANGELES COUNTY FACILITIES INC.

[2018A Preliminary Par|’
Lease Revenue Bonds, Series 2018A
(Vermont Corridor County Administration Building)
(Tax-Exempt)

Due Principal Interest Due Principal  Interest
(December 1) Amount Rate Yield cusIp' (December 1) Amount Rate Yield CUSIP'
2022 2037
2023 2038
2024 2039
2025 2040
2026 2041
2027 2042
2028 2043
2029 2044
2030 2045
2031 2046
2032 2047
2033 2048
2034 2049
2035 2050
2036 2051
$ % Term Bonds due December 1,20 _; Yield— %" CUSIP™:

[2018B Preliminary Par|
Lease Revenue Bonds, Series 2018B
(Vermont Corridor County Administration Building)

(Federally Taxable)
Due Principal Interest Due Principal  Interest
(December 1) Amount Rate Yield CUSIP' (December 1) Amount Rate Yield CUSIP'
2022 2024

2023

" Preliminary, subject to change.
l Copyright, American Bankers Association. CUSIP data is provided by Standard & Poor’s CUSIP Service Bureau, a Division of the McGraw-

Hill Companies, Inc., and is set forth herein for convenience of reference only. The Issuer, the County and the Underwriter do not assume
responsibility for the accuracy of such data.
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No dealer, broker, salesperson or other person has been authorized to give any information or to make
any representations other than those contained in this Official Statement. If given or made, such other
information or representations must not be relied upon as having been authorized by the County or the Issuer.
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there
be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such
an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, projections, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed
as representations of facts.

The information set forth in this Official Statement has been obtained from the Issuer and the County,
and other sources that are believed by the Issuer and the County to be reliable. The information and
expressions of opinion herein are subject to change without notice and neither delivery of this Official
Statement nor any sale of the Bonds made hereunder shall, under any circumstances, create any implication
that there has been no change in the affairs of the County or the Issuer since the date hereof. All summaries of
the documents and laws are made subject to the provisions thereof and do not purport to be complete
statements of any or all such provisions. Preparation of this Official Statement and its distribution have been
duly authorized and approved by the County and the Issuer.

The Underwriter has provided the following sentence 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.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other
expectations contained in such forward-looking statements involves known and unknown risks, uncertainties
and other factors which may cause actual results, performance or achievements to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking statements.
Although such expectations reflected in such forward-looking statements are reasonable, there can be no
assurance that such expectations will prove to be correct. Neither the County nor the Issuer is obligated to or
plans to issue any updates or revisions to the forward-looking statements if or when their respective
expectations, or events, conditions or circumstances on which such statements are based, occur.

LIS

The County maintains a website. However, the information presented there is not part of this Official
Statement and should not be relied upon in making an investment decision with respect to the Bonds.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY OVER
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE
UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN DEALERS, INSTITUTIONAL
INVESTORS AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED
ON THE INSIDE COVER PAGE HEREOF AND SUCH PUBLIC OFFERING PRICES MAY BE
CHANGED FROM TIME TO TIME BY THE UNDERWRITER.
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OFFICIAL STATEMENT

[Preliminary Par]*
LOS ANGELES COUNTY FACILITIES INC.

[2018A Preliminary Par] [2018B Preliminary Par]*

Lease Revenue Bonds, Series 2018A Lease Revenue Bonds, Series 2018B
(Vermont Corridor County Administration (Vermont Corridor County Administration
Building) Building)

(Tax-Exempt) (Federally Taxable)
INTRODUCTION

General

This Official Statement, including the cover page, the inside cover page and the appendices attached
hereto (this “Official Statement”), provides certain information concerning the sale and issuance by Los
Angeles County Facilities Inc. (the “Issuer”), a California nonprofit public benefit corporation and an
organization described under Section 501(c)(3) of the federal Internal Revenue Code of 1986, as amended (the
“Code”), of its [2018A Preliminary Par]* Lease Revenue Bonds, Series 2018A (Vermont Corridor County
Administration Building) (Tax-Exempt) (the “Tax-Exempt Bonds”) and [2018B Preliminary Par] Lease
Revenue Bonds, Series 2018B (Vermont Corridor County Administration Building) (Federally Taxable) (the
“Federally Taxable Bonds” and, together with the Tax-Exempt Bonds, the “Bonds”). The Bonds are being
issued on behalf of the County of Los Angeles, California (the “County”) pursuant to an Indenture of Trust
dated as of July 1, 2018 (the “Indenture”) by and between the Issuer and U.S. Bank National Association, as
trustee (the “Trustee™). The Issuer is issuing the Tax-Exempt Bonds in accordance with the guidelines set forth
in Revenue Ruling 63-20 of the U.S. Treasury, as amended and updated by Revenue Procedure 82-26 of the
U.S. Treasury, relating to the issuance of tax-exempt obligations on behalf of a political subdivision for the
purpose of financing governmental facilities. Capitalized terms used and not otherwise defined herein shall
have the meanings ascribed to thereto in the Indenture, the Facilities Lease or the Development Agreement, as
applicable. See Appendix C — “Forms of Principal Legal Documents.”

The proceeds of the Bonds will be used by the Issuer to (1) finance or refinance costs of designing,
developing, permitting, and constructing improvements and installing furniture, fixtures and equipment of (a) a
new office building with (i) approximately 468,000 gross square feet of Class A office space with ground floor
retail space and public serving uses, and (ii) approximately 965 structured parking spaces (collectively, the
“Office Project”), and (b) a separate 10-story garage structure containing approximately 768 parking spaces
(the “Shatto Garage Project”), all to serve as the headquarters and office space for the County’s Department of
Mental Health, office space for the County’s Department of Workforce Development, Aging and Community
Services, and office space for other County departments, divisions or staff (collectively, the “Project”), on a
site (consisting of 510, 526 and 532 South Vermont Avenue and 523 Shatto Place) owned by the County in the
City of Los Angeles, California (the “Land” and, together with the Project and such other improvements as
may be located on the Land from time to time, the “Premises”), (2) fund capitalized interest on the Bonds
through the construction period, as described herein, and (3) pay costs of issuance of the Bonds. See “THE
PROJECT.”

The County will lease the real property underlying the Premises to the Issuer and the Issuer will lease
the same from the County upon and subject to the conditions set forth in the Ground Lease, dated as of July 1,
2018 (the “Ground Lease”), by and between the County and the Issuer. The Ground Lease is coterminous with
the Facilities Lease and, unless extended pursuant to its terms, will terminate on the earlier of (a) the date of
final maturity of the Bonds and (b) the date that the Bonds are no longer Outstanding under the Indenture and

" Preliminary, subject to change.
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the Premises has been conveyed by the Issuer to the County pursuant to the Facilities Lease. See “SECURITY
AND SOURCES OF PAYMENT FOR THE BONDS — Deed of Trust and Other Security Documents” herein.

The Issuer will lease back the Premises to the County and the County will lease back the Premises
from the Issuer upon and subject to the conditions set forth in the Facilities Lease, dated as of July 1, 2018 (the
“Facilities Lease”), by and between the County and the Issuer. Pursuant to the terms of the Facilities Lease, the
County will not be entitled to occupy the Premises (except for certain garage-related access) until the date of
Substantial Completion of the Project, being the “Rent Commencement Date.” In addition, the County is
obligated under the Facilities Lease to begin paying a portion of Base Rent (as set forth in the Schedule of
Base Rent attached as Exhibit B to the Facilities Lease, “Base Rent”) upon Substantial Completion of the
Office Project and Base Rent upon the Rent Commencement Date. Base Rent, together with amounts of
capitalized interest, will be used to pay debt service on the Bonds. The Facilities Lease further provides that
the Project will be delivered to the County in Turnkey Condition (as defined in the Facilities Lease).

The Issuer has entered into a Development Agreement, effective as of [Effective Date] (the
“Development Agreement”), by and between Issuer and TC LA Development, Inc., a Delaware corporation
and wholly owned, independent subsidiary of Trammell Crow Company (the “Developer”), to develop,
oversee and manage the design, permitting and construction phases of the Project in accordance with the terms
and conditions of the Development Agreement.

This introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Official
Statement, including the cover page and appendices hereto, and the documents summarized or described
herein. A full review should be made of the entire Official Statement. The sale and delivery of Bonds to
potential investors is made only by means of this Official Statement.

All capitalized terms used in this Official Statement (unless otherwise defined herein) which are
defined in the Ground Lease, the Indenture, the Facilities Lease or the Development Agreement shall have the
same meanings assigned to such terms as set forth therein. See APPENDIX C — “FORMS OF PRINCIPAL
LEGAL DOCUMENTS.”

The Issuer

The Issuer is a California nonprofit public benefit corporation organized in April 2016 under the Non
Profit Public Benefit Corporation Law of the State (Corporations Code Sections 5110 et seq.) exclusively to
issue the Bonds as an “on-behalf-of issuer” and enter into and fulfill its obligations under the Development
Agreement, the Ground Lease, the Facilities Lease, the Deed of Trust and the Indenture, and engage in other
activities necessary or desirable in connection with the Project or incidental to the Project. The Issuer is a
single-purpose entity, is not a governmental unit, and has no taxing power. The Issuer has no source of funds
to pay debt service on the Bonds other than the Trust Estate pledged under the Indenture.

The County

The County is located in the southern coastal portion of the State of California (the “State) and
covers 4,083 square miles. The County was established under an act of the State Legislature on February 18,
1850. It is the most populous county in the nation and, in terms of population, is larger than 41 states. The
economy of the County is diversified and includes manufacturing, technology, world trade, financial services,
motion picture and television production, agriculture and tourism. For certain financial, economic and
demographic information with respect to the County, sce APPENDIX A — “COUNTY OF LOS ANGELES
INFORMATION STATEMENT” and APPENDIX B — “COUNTY OF LOS ANGELES FINANCIAL
STATEMENTS.”
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Authorization

The Bonds are being issued pursuant to the Nonprofit Public Benefit Corporation Law of the State
(Corporations Code Sections 5110 et seq.) and the Public Leaseback Act of the State (Government Code
Sections 54240 et seq.). The Issuer’s Board of Directors approved the Facilities Lease, and authorized the
Issuer to issue the Bonds by its resolution dated [Issuer Resolution Date]. By Ordinance No.  passed on
May _, 2018, and subsequent action at its June __, 2018 meeting, the County’s Board of Supervisors (the
“Board of Supervisors”) approved the Ground Lease and the Facilities Lease. The Board of Supervisors
approved the issuance of the Bonds by the Issuer, the Project, the Indenture and various matters related thereto,
and agreed to accept unencumbered title to the Premises upon retirement of the Bonds, by resolution adopted
onJune ,2018.

Description of the Bonds

The Bonds will be issued in denominations of $5,000 and any integral multiple thereof within a
maturity (the “Authorized Denominations”). The Bonds will be dated their date of delivery and are payable
with respect to interest semi-annually each June 1 and December 1, commencing on December 1, 2018.

The Bonds will be delivered in fully-registered form only, and when delivered, 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 for the Bonds. Ownership interests in the Bonds may be purchased in book-
entry form only. Principal of and interest on the Bonds will be paid by the Trustee to DTC or its nominee,
which will in turn remit such payments to its Participants (defined herein) for subsequent disbursement to the
beneficial owners (the “Beneficial Owners”) of the Bonds. See APPENDIX F — “BOOK-ENTRY ONLY
SYSTEM.”

The Bonds are subject to redemption prior to maturity, as described herein. See “THE BONDS —
Redemption of the Bonds.”

For a more complete description of the Bonds and the security therefor, see “THE BONDS,”
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS” and APPENDIX C — “FORMS OF
PRINCIPAL LEGAL DOCUMENTS.”

Security and Sources of Payment for the Bonds

The Bonds are special, limited obligations of the Issuer payable solely from and secured solely by a
pledge of the Trust Estate (as defined herein) as provided in the Indenture. The Trust Estate pledged under the
Indenture includes “Revenues” and all funds held by the Trustee under the Indenture, excluding the Rebate
Fund and the Capital Repairs Fund. The primary source of Revenues anticipated to be received by the Issuer
and included within the Trust Estate is Base Rent to be received from the County under the Facilities Lease.
See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS - Pledge of Trust Estate.” Base Rent
will be paid from all general revenues of the County. The Bonds are not a debt or general obligation of the
County. No revenue, income, receipts, donations, earnings, property or assets of the Issuer, other than the Trust
Estate, shall be subject to any lien or claim for the payment of the Bonds or the performance of any other
obligation of the Issuer under the Indenture. The Issuer is a single-purpose entity, is not a governmental unit,
and has no taxing power. The Issuer has no source of funds available to pay debt service on the Bonds other
than the Trust Estate.

Under the terms of the Facilities Lease, the County agrees to lease the Premises, including the Project
thereon, for a term of approximately [34] years, subject to certain potential extensions or early termination
events. The County is obligated under the Facilities Lease to pay Rent (“Rent”) at the times and in the amounts
specified therein. Rent includes (a) a Base Rent component sufficient to pay scheduled debt service on the
Bonds, and (b) an Additional Rent (“Additional Rent”) component to cover all costs and expenses directly
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related to ownership, operation and maintenance of the Premises, including taxes and utilities, and various
capital expenditures. See “THE PROJECT.” The Facilities Lease is an absolute net lease.

The Facilities Lease provides that the County is obligated to pay a portion of Base Rent upon
Substantial Completion of the Office Project and Base Rent on the Rent Commencement Date. Pursuant to the
Facilities Lease, the County shall pay Base Rent to the Trustee without deduction, offset, prior notice or
demand, in advance on the Rent Commencement Date and thereafter in advance on each June 1 and December
1 throughout the term of the Facilities Lease (each a “Rent Payment Date”). The County shall deposit with the
Trustee each payment of Base Rent at least one (1) Business Day prior to the Rent Payment Date. The first
Base Rent payment that occurs upon on the Rent Commencement Date shall equal the prorated amount
attributable to the period occurring between the Rent Commencement Date and the next following Rent
Payment Date (after deducting any portion of Base Rent paid by the County in connection with Substantial
Completion of the Office Project that is on deposit with the Trustee for such period), and the last Base Rent
payment shall equal the prorated amount attributable to the period occurring between the last Rent Payment
Date and the expiration of the Facilities Lease. The County will also be obligated to pay Additional Rent,
including “Operating Costs” (being any and all costs and expenses directly related to ownership, operation and
maintenance of the Premises, as more particularly set forth in Section 5.2 of the Facilities Lease, but excluding
Project Costs, Capital Expenditures and certain other items expressly excluded under Section 5.3 of the
Facilities Lease), and the Annual Capital Repair Reserve Payment, following the Rent Commencement Date.
The County has covenanted in the Facilities Lease to take such action as may be necessary to include the
payment of all Rent due thereunder in its annual budget and to make the necessary annual appropriations for
the payment of Rent, subject to the provisions of the Facilities Lease. The County’s obligation to pay Base
Rent is subject to abatement (i) in the event that (a) the Premises are damaged or destroyed by fire or other
casualty following the Rent Commencement Date (or after the County commences paying a portion Base Rent
in connection with Substantial Completion of the Office Project), or (b) a defect in the Issuer’s title occurs,
either of which results in substantial interference with the County’s right to the use and occupancy of the
Premises or (2) under certain circumstances following any partial taking of the Premises by Condemnation.

The term of the Facilities Lease commences on the Effective Date and expires on the earlier of (a) the
final maturity date of the Bonds, (b) the date that the Bonds are no longer Outstanding under the Indenture and
the Premises has been conveyed by the Issuer to the County pursuant to the Facilities Lease, or (c) the date on
which the Facilities Lease terminates in accordance with its terms (any, as applicable, the “Expiration Date™).
Notwithstanding the foregoing, if on the Expiration Date of the Facilities Lease, the total Base Rent otherwise
payable under the Facilities Lease has not been fully paid as a result of an Abatement of Rent and the Bonds
remain Outstanding, then, the term of the Facilities Lease shall be extended until the total Base Rent otherwise
payable under the Facilities Lease shall be fully paid or such earlier time as the Bonds are no longer
Outstanding; provided, however, that such extension shall not exceed ten (10) years. In the event of such an
extension, the term of the Ground Lease will be deemed extended for the same period of time that the term of
the Facilities Lease is extended.

The Facilities Lease is subject to early termination under certain circumstances. First, the Facilities
Lease will terminate in the event that the County exercises its option to purchase the Premises and redeem or
defease the Bonds. Second, under Section 20.1 of the Facilities Lease, the Facilities Lease is subject to
termination upon the total condemnation of the Premises, and under Section 20.2.4, in the event of a partial
condemnation that results in no reasonable use of the Premises by the County. Finally, the Facilities Lease is
subject to termination in the event of underinsured damage to the Premises under certain circumstances
following total destruction of the Premises. See “THE PROJECT — Underinsured Damage.”

The Issuer will enter into the Construction Leasehold Deed of Trust, Security Agreement, Assignment
of Leases, and Fixture Filing, dated as of July 1, 2018 (the “Deed of Trust”) for the benefit of the Trustee, and
the Assignment of Leases and Cash Collateral, dated as of July 1, 2018 (the “Assignment of Leases”), from the
Issuer to the Trustee, as additional security in favor of the Trustee. Pursuant to the Subordination, Non-
Disturbance and Attornment Agreement (the “Subordination Agreement”), by and among the County, the
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Issuer and the Trustee, the lien of the Deed of Trust will be unconditionally and at all times prior and superior
to the leasehold interest and estates created by the Facilities Lease. Pursuant to the Ground Lessor Consent,
Estoppel, Recognition and Non-Disturbance Agreement, dated as of July 1, 2018 (the “Non-Disturbance
Agreement”), by and among the County, the Issuer and the Trustee, the County, among other things, agrees to
recognize and not to disturb the rights of the Trustee under the Deed of Trust.

The obligation of the County to pay the Base Rent does not constitute a debt of the County or of
the State or of any political subdivision thereof in contravention of any constitutional or statutory debt
limit or restriction, and does not constitute an obligation for which the County or the State is obligated
to levy or pledge any form of taxation or for which the County or the State has levied or pledged any
form of taxation. The Bonds shall be special obligations of the Issuer, payable solely from the Base Rent
and the other assets pledged therefor under the Indenture. Neither the faith and credit nor the taxing
power of the County or the State, or any political subdivision thereof, is pledged to the payment of the
Bonds. The Issuer has no taxing power and has no obligation to pay Base Rent.

The Project

TC LA Development, Inc., a Delaware corporation and wholly owned, independent subsidiary of
Trammell Crow Company], has been selected as the Developer for the Project. Pursuant to the Development
Agreement, the Developer has committed to oversee and manage the design, permitting and construction of the
Project for a fixed price (the “Fixed Price”) and to deliver the completed Project to the Issuer by the
“Developer Obligation Date,” which is defined as [Developer Obligation Date]; provided that the Developer
Obligation Date may be extended for certain delays caused by the Issuer and unavoidable delays, as described
herein and in the Development Agreement.

The Developer is responsible for managing the development and construction of the Project. The
Issuer will enter into a guaranteed maximum price construction contract (the “Office Project General
Construction Contract”) between the Issuer and Hathaway Dinwiddie Construction Company, a California
corporation, the anticipated general contractor for the herein described Office Project, or another qualified
general contractor proposed by the Developer and approved by the Issuer with the County’s concurrence. The
Issuer will also enter into a guaranteed maximum price construction contract (the “Shatto Garage Project
General Construction Contract” and, together with the Office Project General Construction Contract, the
“Construction Contracts”) between the Issuer and Bomel Construction Co., Inc., a California corporation, the
anticipated general contractor for the herein described Shatto Garage Project, or another qualified general
contractor proposed by the Developer and approved by the Issuer with the County’s concurrence. Each of the
Office Project General Construction Contract and the Shatto Garage Project General Construction Contract is
required to include provisions for initiating, maintaining and providing supervision of safety precautions and
programs in connection with the construction of the respective project, and provisions for indemnification of
claims arising out of negligence or willful misconduct of such contractor and its employees, agents and sub-
contractors. See “THE PROJECT — Construction of the Project.”

Under the Facilities Lease, the Issuer is obligated to diligently cause the Project to be designed,
permitted and constructed in a good and workmanlike manner and delivered to the County upon achieving
Substantial Completion of the Project by the date set forth in the Facilities Lease and in no event later than the
Developer Obligation Date. The Issuer is obligated to use its best efforts to cause all Project Costs (as
described further herein) not to exceed the Fixed Price; provided, however, that (i) the Issuer shall have no
obligation to pay Project Costs in excess of the Fixed Price, and (ii) the County, whose only payment
obligation hereunder is the payment of Rent and other amounts specifically set forth in the Facilities Lease,
shall have no obligation for the payment of any Project Costs. To the extent of certain defaults by Developer
under the Development Agreement which the Developer does not cure within the allotted cure period, the
Development Agreement provides that the County then shall be deemed a third party beneficiary of the
Development Agreement and may enforce the performance by the Developer of its obligations under the
Development Agreement. Except for a portion of Base Rent due and payable under the Facilities Lease
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upon the completion of the Office Project, the County’s obligation to pay Base Rent commences on the
Rent Commencement Date, which is the Substantial Completion Date, as defined in the Facilities Lease.
See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—Base Rent; Abatement” and “THE
PROJECT.”

Additional Bonds

Pursuant to the Indenture, the Issuer may issue additional obligations payable from or secured by a
pledge of the Trust Estate at the direction of the County for the purpose of refunding all or a portion of the
Bonds or for the purpose of financing the repair or replacement of tenant improvements to the Premises, with a
lien and charge on the Trust Estate equal to the lien thereon of the Bonds (“Additional Bonds™) upon
compliance with certain conditions precedent as set forth in the Indenture. See “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS - Additional Bonds” and APPENDIX C — “FORMS OF PRINCIPAL
LEGAL DOCUMENTS — INDENTURE — Additional Bonds.”

Continuing Disclosure

Pursuant to the Indenture, the Issuer has covenanted to provide, or cause to be provided, by not later
than April 1 following each fiscal year of the Issuer (currently June 30), commencing on April 1, 2019, to the
Municipal Securities Rulemaking Board (“MSRB”) through its Electronic Municipal Market Access
(“EMMA”) system certain annual financial information and operating data and, not later than ten Business
Days after their occurrence, notice of certain enumerated events. These covenants have been made in order to
assist the Underwriter (as defined herein) of the Bonds in complying with Rule 15¢2-12 (the “Rule”)
promulgated by the U.S. Securities and Exchange Commission pursuant to the Securities Exchange Act of
1934, as amended. See “CONTINUING DISCLOSURE” and APPENDIX E - “CONTINUING
DISCLOSURE UNDERTAKINGS OF THE ISSUER AND THE COUNTY — CONTINUING DISCLOSURE
UNDERTAKING OF THE ISSUER.”

Pursuant to the Continuing Disclosure Certificate to be executed in connection with the issuance of the
Bonds, the County has covenanted to provide, or cause to be provided, by not later than April 1 of each fiscal
year, commencing on April 1, 2019, to the MSRB through its EMMA system certain annual financial
information and operating data and, in a timely manner, notice of certain enumerated events. These covenants
have been made in order to assist the Underwriter in complying with the Rule. See “CONTINUING
DISCLOSURE” and APPENDIX E — “CONTINUING DISCLOSURE UNDERTAKINGS OF THE ISSUER
AND THE COUNTY - FORM OF CONTINUING DISCLOSURE CERTIFICATE OF THE COUNTY.”

Certain Risk Factors

Certain events could affect the ability of the Issuer to make debt service payments on the Bonds and
ability of the County to make the Base Rent when due. See “CERTAIN RISK FACTORS” for a discussion of
certain factors that should be considered, in addition to other matters set forth herein, in evaluating an
investment in the Bonds.

Other Information

The descriptions herein of the Indenture, the Ground Lease, the Facilities Lease, the Development
Agreement and any other agreements relating to the Bonds are qualified in their entirety by reference to such
documents, and the descriptions herein of the Bonds are qualified in their entirety by the forms thereof and the
information with respect thereto included in the aforementioned documents. See APPENDIX C — “FORMS
OF PRINCIPAL LEGAL DOCUMENTS.”

The information and expressions of opinion herein speak only as of their date and are subject to
change without notice. Neither the delivery of this Official Statement nor any sale made hereunder nor any
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future use of this Official Statement, under any circumstances, creates any implication that there has been no
change in the affairs of the County or the Issuer since the date hereof.

The presentation of information, including tables of receipt of revenues, is intended to show recent
historical information and is not intended to indicate future or continuing trends in the financial position or
other affairs of the County or the Issuer. No representation is made that past experience, as it might be shown
by such financial and other information, will necessarily continue or be repeated in the future.

THE PROJECT
General

The Project consists of designing, developing, permitting, and constructing improvements and
installing furniture, fixtures and equipment for (a) a new office building with (i) approximately 468,000 gross
square feet of Class A office space with ground floor retail space and public serving uses, and (ii)
approximately 965 structured parking spaces, and (b) a separate 10-story garage structure containing
approximately 768 parking spaces, all to serve as the headquarters and office space for the County’s
Department of Mental Health, office space for the County’s Department of Workforce Development, Aging
and Community Services, and office space for other County departments, divisions or staff, on a site
(consisting of 510, 526 and 532 South Vermont Avenue and 523 Shatto Place) owned by the County in the
City of Los Angeles. The site for the Project is located on Vermont Avenue in the City of Los Angeles. The
entrance to the Metro Rail Wilshire/Vermont Station is located approximately 1,000 feet south of the site. The
Metro Red and Purple Lines provide access to the regional rail transit system, including the Metro Blue, Gold,
Orange and Exposition Lines, and to the regional and commuter rail lines, including Metrolink and Amtrak,
through Union Station. The Project is expected to be completed in late 2021.

The components of the Project are as follows:

The Office Project. Proposed development of a new County office building containing approximately
468,000 gross square feet of office use over a 368,658 gross square foot parking structure containing 936
spaces, and approximately 3,597 square feet of ground floor clinic space to serve the Department of Mental
Health. The proposed office building will consist of 21 total stories (13 office floors over an eight-story
parking structure (seven levels above grade and one level at grade). Approximately 3,863 gross square feet of
quick service retail space is planned for the Ground Floor to support the building occupants. The office
building, inclusive of the parking area containing approximately 935 structured parking spaces and the retail
area, is referenced herein as the “Office Project.”

The Shatto Garage Project. In addition to the parking area that is part of the Office Project, a new
stand-alone 10-story parking structure will be constructed on the site of the existing 7-story parking structure
on Shatto Place. The Shatto Garage Project will contain approximately 800 spaces within a 297,643 gross
square foot, 10-story building with one below grade level that will serve the new office building and will be
accessible via a skybridge at the P-9 level.

The Project is one of three related projects being undertaken by the County as part of its Vermont
Corridor Development Plan (the “Vermont Corridor Development Plan”). The other two projects are: (1)
conversion of the existing Department of Mental Health headquarters at 550 South Vermont Avenue into 172
residential units with 4,700 square feet of retail space and 1,375 square feet of ancillary space and the
demolition of a County office building at 3175 West 6th Street and development of a related parking structure
with the potential future construction of an additional 74 residential units at the 6™ Street location (the “Site 2
Project”), and (2) demolition of a County office building at 427-433 South Vermont Avenue and development
of a six-story, 72-unit affordable housing complex with an approximately 13,200-square foot community
center (the “Site 3 Project”). While the three projects are part of the Vermont Corridor Development Plan and
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will be phased-in to minimize relocation of County staff, only the Project will be financed will proceeds of the
Bonds and only the Project will secure payment of Base Rent for the Bonds.

Construction of the Project

General Construction Contracts. The Office Project will be constructed pursuant to the Office Project
General Construction Contract between the Issuer and Hathaway Dinwiddie Construction Company, the
anticipated general contractor for the Office Project, or another qualified general contractor proposed by
Developer and approved by the Issuer. The Shatto Garage Project will be constructed pursuant to the Shatto
Garage Project General Construction Contract between the Issuer and Bomel Construction Co., Inc., or another
qualified general contractor proposed by Developer and approved by the Issuer. Each construction contract is
independent of the other.

Delivery of the Project for a Fixed Price. The Issuer will enter into the Development Agreement with
the Developer, TC LA Development, Inc., a Delaware corporation and wholly owned, independent subsidiary
of Trammell Crow Company, pursuant to which the Developer will develop, oversee and manage the design,
permitting and construction phases of the Project. The Development Agreement provides that the Developer
warrants Substantial Completion of the Project (i) constructed in a good and workmanlike manner, (ii) in
substantial accordance with the Contract Documents, (iii) on or before , 20 (the “Developer
Obligation Date”), which may be extended as described below, (iv) for the Fixed Price (excluding any
components of the Project that are not Project Costs), and (v) free and clear of all liens. Project Costs
exceeding the Fixed Price shall be paid by Developer, with Developer depositing any required funds with
Trustee pursuant to the Development Agreement. Fixed Price means an amount not to exceed $[Fixed Price],
being the total amount to be paid by Issuer for Project Costs. A detailed description of Project Costs by line
item and category is set forth under “Project Budget” below. Project Costs do not include and the Developer
has no responsibility for (a) personal property of the County and any taxes thereon (which shall be paid by the
County at its sole cost and expense); (b) “Owner Discretionary Costs” (being discretionary costs of the Issuer,
as further described in the Development Agreement); (c) Costs Resulting from Owner-Caused Delay (being
costs resulting from delays caused by the Issuer or the County, as further described in the Development
Agreement); (d) any increase in the cost of the Project resulting from Issuer-initiated change orders; (e) real
property taxes and assessments with respect to the Premises and the improvements thereon; and (f) Other
Owner Costs (being other costs that are the responsibility of the Issuer or the County, as further described in
the Development Agreement).

The Development Agreement provides that the Developer Obligation Date shall be extended day-for-
day to the extent (i) the Bonds are not issued on or before , 20, (ii) the Issuer has not issued its
Notice to Proceed (as defined in the Development Agreement) on or before , 20, (ii1) of Owner-
Caused Delays (as defined in the Development Agreement), or (iv) of Unavoidable Delays (as defined in the
Development Agreement); provided, however, that extensions due to Unavoidable Delays shall not exceed 90
days. Notwithstanding the foregoing, if the Unavoidable Delay is a direct and unavoidable result of either (1)
a casualty or condemnation subject to Section 21 of the Development Agreement or (2) the discovery of
Hazardous Substances beneath the surface of the Premises, which existed but were unknown (or the location or
extent of which were unknown based on the information in the Developer’s possession as of the effective date
of the Development Agreement) to the Developer as of the Effective Date, then the ninety (90) day limitation
set forth in the immediately preceding sentence shall not apply.

Developer Payments for Late Project Delivery. Pursuant to the Development Agreement, if
Substantial Completion of the Project fails to occur by the Developer Obligation Date (as extended, if
applicable), then commencing on the Developer Obligation Date and continuing on the first day of each
successive calendar month through the month in which Substantial Completion of the Project occurs, as the
Issuer’s sole remedy for such delay, Developer shall pay to Trustee an amount (the “Monthly Carrying Costs™)
equal to the amount that would be payable to the Trustee under the Indenture if Substantial Completion of the
Project had occurred prior to such calendar month. The Monthly Carrying Cost is, in turn, equal to the Base

3005592.7 042351 OS



Rent that would be payable by the County under the Facilities Lease if Substantial Completion of the Project
had so occurred. The Monthly Carrying Cost shall be offset by any amounts of Base Rent paid or payable by
the County under the Facilities Lease. Prior to the due date, the Issuer shall provide and/or shall cause the
Trustee to provide Developer with the amounts of such Monthly Carrying Costs. Any overpayment of
Monthly Carrying Costs in a particular month shall be credited against the amount due in the next month,
except any overpayment due to achievement of Substantial Completion of the Project shall be refunded in
arrears for the partial month in which Substantial Completion of the Project occurs.

Notwithstanding the foregoing, to the extent the Issuer receives insurance proceeds under the builders
risk insurance policy provided for in the Development Agreement (see “Insurance and Performance Bond
During Construction” herein) to reimburse the Issuer for loss of income and rents, such sums shall be credited
against the Developer’s obligation to pay Monthly Carrying Costs to the Trustee.  Furthermore,
notwithstanding anything to the contrary contained in the Development Agreement, in no event and under no
circumstance shall the Developer be obligated to make out-of-pocket payments for Monthly Carrying Costs in
excess of that portion of the Developer’s Fee theretofore received by the Developer under the Development
Agreement plus any available insurance proceeds. However, any further obligation of the Developer for
Monthly Carrying Costs shall result in a forfeiture by the Developer of that portion of the remainder of its the
Developer’s Fee equal to the amount of the Developer’s remaining obligation (if any) for such Monthly
Carrying Costs and the Issuer shall issue notice to Trustee to transfer any such forfeited amount of the
Developer’s Fee to the appropriate account under the Indenture for payment of debt service on the Bonds. The
Developer’s Fee under the Development Agreement is $ , consisting of two percent (2.0%) of the
Project Costs, excluding the Developer’s Fee, the Overhead Allowance and the Project Contingency (except to
the extent that the Project Contingency is expended towards Project Costs), with any change in the work
initiated by Issuer in accordance with Section 8.3 of the Development Agreement (a) increasing the
Developer’s Fee in an amount calculated as two percent (2.0%) of the cost of any such change in the work, and
(b) to the extent that such change in the work extends the Project Schedule, increasing the Overhead
Allowance as may be appropriate due to such extension as mutually agreed to by Owner and Developer. The
Developer will also be paid an Overhead Allowance in connection with the work in the amount of $3,474,000,
payable in installments of $96,500 per month from March 2018 (the commencement of pre-construction
activity for the Project) through the earlier to occur of (i) occupancy of the Project by the County or (ii) full
payment of the amount of $3,474,000 (which amount shall not be changed notwithstanding any change in the
Fixed Price).

General Construction Contract Including Liquidated Damages. The Development Agreement
provides that, as part of the Fixed Price, the Project shall be constructed pursuant to one General Construction
Contract for the Office Project and one General Construction Contract for the Shatto Garage Project, each of
which shall contain the applicable Guaranteed Maximum Construction Price. “Guaranteed Maximum
Construction Price” means (i) with respect to the Office Project, the maximum cost for construction of the
Office Project, as guaranteed by the Office Project General Contractor pursuant to the terms of the Office
Project General Construction Contract, and (ii) with respect to the Shatto Garage Project, the maximum cost
for construction of the Shatto Garage Project, as guaranteed by the Shatto Garage Project General Contractor
pursuant to the terms of the Shatto Garage Project General Construction Contract. Each General Construction
Contract shall contain a provision for payment and performance bonds issued by a surety reasonably
acceptable to the Issuer pursuant to which the Issuer, the Trustee and the County shall be named as obligees
pursuant to a rider or riders reasonably acceptable to the Issuer.

Pursuant to the Development Agreement, any liquidated damages or similar amount paid by either of
the Office Project General Contractor or the Shatto Garage Project General Contractor under either of the
Office Project General Construction Contract or the Shatto Garage Project General Construction Contract as a
result of the failure to achieve Substantial Completion of the Office Project or Substantial Completion of the
Shatto Garage Project, respectively, by the Developer Obligation Date shall be deposited with the Trustee and
held for payment of Monthly Carrying Costs and related expenses through the month in which Substantial
Completion of the Office Project or Substantial Completion of the Shatto Garage Project, respectively, occurs
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to the extent that the aggregate amount paid or forfeited by Developer pursuant to the Development Agreement
is not sufficient to pay all Monthly Carrying Costs through the month in which Substantial Completion of the
Office Project or Substantial Completion of the Shatto Garage Project, respectively, occurs. Upon Final
Acceptance by the Issuer of the Project (as described further in the Development Agreement) and the making
of all final payments (including the funding of the 150% holdback for uncompleted Punch List items), if
Substantial Completion of the Project failed to occur by the Developer Obligation Date, the Developer and the
Issuer with concurrence of the County, shall (i) determine the amount of any liquidated damages or similar
amount paid by either of the Office Project General Contractor or the Shatto Garage Project General
Contractor and deposited with Trustee as result of the failure of Substantial Completion to occur prior to the
Developer Obligation Date and which has not been disbursed by Trustee to cover Monthly Carrying Costs and
related expenses (“Excess Liquidated Damages”™) and (ii) direct the Trustee to disburse such Excess Liquidated
Damages to Developer to the extent of any Monthly Carrying Costs paid by Developer or resulting in any
forfeited Developer’s Fee in accordance with the Development Agreement.

Developer Fee Payments and Incentives for Timely Completion. Pursuant to the Development
Agreement, the Developer is entitled to a portion of the Developer’s Fee based upon achievement of the
Project milestones set forth below. If the hard costs incurred as of a date a milestone is achieved exceed the
budgeted percentage of hard costs, as set forth below, after application of the Project Contingency, the
Developer is not entitled to draw that portion of its Developer’s Fee equal to such excess until the next
milestone is achieved, and then only if the hard costs incurred as of such milestone do not exceed the budgeted
percentage of hard costs to be incurred by such milestone date after application of the Project Contingency.
Any unpaid portion of the Developer’s Fee shall be paid with the final payment.

Project Completion Cumulative Percentage of
Milestones Developer’s Fee Payable
Upon commencement of construction 10.0%
25% 20.0
50% 35.0
75%" 50.0
Substantial Completion of the Office Project 80.0
Substantial Completion of the Project 90.0
Final Acceptance 97.5
LEED Certification 100.0

Percentage of Project completion to be calculated as the percentage of hard construction costs approved
for disbursement divided by the total of all such hard construction costs as shown in the Project Budget;
provided, however, that Developer shall be entitled to such payment only to the extent the hard costs
incurred as of any such milestone dates do not exceed the hard costs budgeted (after application of the
Project Contingency) to be incurred as of such milestone dates. The final installment of the Developer’s
Fee shall be paid to Developer as described below.

LEED Certification. The Development Agreement provides that the Developer will use commercially
reasonable efforts to obtain a Leadership in Energy and Environmental Design — NC 2009 (“LEED”) Silver
certification from the U.S. Green Building Council (“USGBC”) with respect to the Office Project. Pursuant to
the Development Agreement, the Issuer agrees to work in good faith with the Developer when making various
decisions to consider their potential impact on LEED certifications. It is anticipated that the final
determination by the USGBC of the LEED certification of the Office Project will not occur until after Final
Acceptance. The County’s obligation to pay Base Rent under the Facilities Lease is not contingent on
obtaining any level of LEED certification.

Pursuant to the Development Agreement, the Issuer shall hold back 2.5% of the Developer’s Fee until
a LEED certification is obtained for the Office Project, and the Developer shall diligently and continuously use
commercially reasonable efforts to pursue such LEED certification for the Office Project. If the Developer has
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diligently and continuously used commercially reasonable efforts to pursue such LEED certification for the
Office Project, and the LEED certification for the Office Project has not been obtained within eighteen (18)
months after Final Acceptance of the Office Project (subject to Unavoidable Delays), then the Developer shall
be entitled to payment of the remaining 2.5% of the Developer’s fee being held by the Issuer. If the LEED
certification for the Office Project has not been obtained within eighteen (18) months after Final Acceptance of
the Office Project (subject to Unavoidable Delays) because the Developer has not diligently and continuously
used commercially reasonable efforts to pursue such LEED certification for the Office Project (beyond any
applicable notice and cure period), and such failure to obtain LEED certification is not as a result of the acts or
omissions of the Issuer or the County, then the Issuer shall be entitled, as the Issuer's sole remedy, to retain the
2.5% of the Developer’s Fee held back as liquidated damages resulting from the Developer’s failure to use
diligent and continuous efforts to achieve the LEED certification.

Insurance and Performance Bond During Construction. The Development Agreement sets forth the
insurance coverage requirements for the Developer, including commercial general liability insurance,
professional liability, automobile liability insurance, and workers compensation and employers’ liability
insurance or qualified self-insurance satisfying statutory requirements. The Development Agreement also sets
forth the insurance coverage requirements for the construction phase of the Project, including builder’s risk
course of construction insurance, general liability insurance, automobile liability insurance, professional
liability/errors and omissions insurance, workers compensation and employers’ liability insurance or qualified
self-insurance satisfying statutory requirements, developer’s pollution liability insurance, and asbestos liability
insurance, and requires the delivery of a performance surety bond. See APPENDIX C — “FORMS OF
PRINCIPAL LEGAL DOCUMENTS — The Development Agreement — Insurance.”

Condemnation During Construction. Pursuant to the Development Agreement, if, prior to Substantial
Completion of the Project, there is a partial taking of the Premises by Condemnation but the Project can be
completed substantially in accordance with the Project Requirements, such condemnation proceeds shall be
paid to Trustee who shall deposit such condemnation proceeds into the Non-Bond Proceeds Account
established under Section 4.02 of the Indenture for purposes of paying Project Costs. Following Substantial
Completion of the Project, if there is a partial taking of the Premises by Condemnation, and the County
determines that restoration is possible or a reasonable use can be made of the Premises without restoration,
then the condemnation proceeds shall be paid to Trustee who shall, as applicable, (i) deposit such
condemnation proceeds into the Capital Repairs Fund (as defined in the Indenture) and shall disburse such
condemnation proceeds to the Issuer from time to time as restoration progresses, or (ii) deposit such
condemnation proceeds in the Bond Fund (as defined in the Indenture) to be used to repay or defease Bonds.
See APPENDIX C — “FORMS OF PRINCIPAL LEGAL DOCUMENTS — The Development Agreement —
Condemnation.”

General Contractors’ Obligations for Costs. If the Office Project General Contractor does not
achieve substantial completion of the work described in the Office Project Construction Contract by
[ , 20 ] (as such date may be extended under the Office Project Construction Contract), a
liquidated damages clause in the Office Project General Construction Contract provides that the Office Project
General Contractor will pay the Issuer as reimbursement for the Issuer’s additional costs $ 000 per day for
each day beyond such date, until substantial completion of the Office Project is achieved. If the Shatto Garage
Project General Contractor does not achieve substantial completion of the work described in the Shatto Garage
Project Construction Contract by [ , 20 ] (as such date may be extended under the Shatto Garage
Project Construction Contract), a liquidated damages clause in the Shatto Garage Project General Construction
Contract provides that the Shatto Garage Project General Contractor will pay the Issuer as reimbursement for
the Issuer’s additional costs $_,000 per day for each day beyond such date, until substantial completion of the
Shatto Garage Project is achieved.

Cost Overruns; Sufficiency of Funds to Complete Construction. Pursuant to the Developer
Agreement, the Issuer has no obligation to request any disbursement of money on deposit in the Bond
Proceeds Account in the Project Fund unless and until the Project is in balance. The Project shall be deemed
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to be in balance only when the undisbursed portion of Bond proceeds in the Project Fund allocable to payment
of the Fixed Price (which the Issuer shall cause to contain an amount sufficient to pay the Fixed Price plus all
other funds that are the responsibility of the Issuer under the Development Agreement) together with funds
deposited by the Developer (if applicable) with the Trustee and expected earnings on the Project Fund to the
date of their anticipated disbursement after provision for all contingencies shall equal or exceed the amount
reasonably estimated by the Issuer to pay for all Project Costs that are the responsibility of the Developer
under the terms of the Development Agreement. In the event the Issuer properly advises the Developer that
the Project is not in balance, the Developer will deposit into the Project Fund held by the Trustee the amount
necessary to bring the Project into balance (i.e., the excess amount, if any, by which the Project Costs that are
the Developer’s responsibility under the terms of the Development Agreement exceed the Fixed Price), and
such funds will be disbursed in their entirety prior to any further disbursement of Bond proceeds from the
Bond Proceeds Account in the Project Fund; provided that if the shortfall in the Bond Proceeds Account in the
Project Fund is due to the Issuer’s failure to deposit funds as required in connection with any Issuer-initiated
change orders, the Issuer will deposit the necessary funds into the Bond Proceeds Account in the Project Fund
held by the Trustee.

Notwithstanding anything to the contrary contained in the Development Agreement, all costs of every
nature that constitute “Other Owner Costs” shall be the sole responsibility, cost and expense of the Issuer. The
Issuer further agrees that the Developer shall have no responsibility or liability for any of the Other Owner
Costs and the Issuer shall timely fund all Other Owner Costs.

Project Construction and Management under the Facilities Lease. Under the terms of the Facilities
Lease, the Issuer is obligated to cause the design, permitting and construction of the Project by entering into
the Development Agreement. Following Substantial Completion of the Project, the Issuer shall, at Issuer’s sole
cost and expense (but only to the extent that County has provided funds in accordance with the annual
operating budget (approved by Issuer and the County) and that there are available operating or maintenance
reserves (with respect to Operating Costs) and Capital Repairs Fund (with respect to Capital Expenditures, or
as otherwise made available by County), (each as defined in) and in accordance with the Facilities Lease,
maintain, repair and replace the Project or portions thereof in an attractive condition, good order and function,
at a condition equal to or better than the predominant condition of other office buildings owned or occupied by
County in the business districts of the City of Los Angeles, throughout the term of the Facilities Lease. In
addition, the Issuer shall cause the Premises to be operated and managed, and services provided, in a manner
consistent with that of a reasonably prudent building owner of comparable Class A office buildings located in
the business districts of Los Angeles, California, and in a manner which is efficient and reasonably controls
expenses.

Pursuant to the Facilities Lease, following Substantial Completion of the Project, the Issuer shall at all
times cause the Premises to be operated by a professional property management company selected and
managed by the Issuer. Such property manager shall have at least five (5) years’ experience in managing Class
A office buildings of comparable size and quality to the Premises in the business districts of Los Angeles, at a
management fee which shall not be in excess of the predominant management fee charged by property
management companies managing commercial office buildings of comparable size and quality in Los Angeles
County. Such property management contract shall (a) not have a term greater than five (5) years, (b) contain a
requirement that, if the nature of the obligation presents a hazard or emergency, the property manager shall
commence performance within 4 hours, and shall thereafter pursue such cure with diligence, and (c) include
provisions stating that such contract may be terminated for cause (but not convenience) by the Issuer on its
determination or as directed by the County, if the property manager is in default under the property
management contract. After the expiration or termination of the original property management contract,
contracts with property management firms shall be terminable for cause as set forth above and terminable for
convenience by the Issuer at the County’s direction upon not less than six (6) months’ notice beginning five (5)
years after the Substantial Completion Date. Notwithstanding the foregoing or any other provision of the
Facilities Lease, any and all management contracts relating to the Project, including the original property
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management contract, shall immediately terminate at the time that the Tax-Exempt Bonds are no longer
Outstanding.

The Developer

[To be confirmed.] TC LA Development, Inc. will manage the design, permitting and construction of
the Project as Developer. The Developer is a wholly owned, but independent subsidiary of the Trammell Crow
Company (“Trammell Crow”). Trammell Crow, founded in 1948, is a commercial real estate organization that
has developed or acquired over 540 million square feet of buildings totaling nearly $60 billion in value.
Trammell Crow currently has 19 million square feet of projects throughout North America scheduled or under
development that are LEED certified, seeking LEED certification or have sustainable design elements.
Trammell Crow entered the Southern California market in 1972, and since then Trammell Crow and its
affiliates have developed more than 90 projects totaling more than 31 million square feet, including the
800,000-square foot office building containing Creative Artists in Century City and the 250,000 square foot
office project for Southern California Edison in Pomona. The Developer maintains two offices in Southern
California with a staff of over 20 professional team members. [To be confirmed by Trammell Crow]

Office Project General Contractor

Hathaway Dinwiddie Construction Company (“Hathaway Dinwiddie”) is the Office Project General
Contractor. The Office Project General Contractor will provide a guaranteed maximum price contract for
construction of the Office Project. Hathaway Dinwiddie was founded in 1911 and is headquartered in San
Francisco, with additional offices in Santa Clara and Los Angeles. Hathaway Dinwiddie provides general
contracting, planning (design), and management services in the commercial construction field. Past customers
include both private and public sector entities. [Additional information to come.]

Shatto Garage Project General Contractor

Bomel Construction Co., Inc. (“Bomel”) is the Shatto Garage Project General Contractor. The Shatto
Garage Project General Contractor will provide a guaranteed maximum price contract for construction of the
Shatto Garage Project. Bomel was founded in 1978 and specializes in “concrete projects” as parking structures,
office buildings, hotels, stadiums, bridges and similar structures. Bomel has over $325 million in revenues and
has completed hundreds of concrete projects. [Additional information to come.]

Office Project Architect

M. Arthur Gensler Jr. & Associates, Inc. (“Gensler”) is the architect for the Office Project. Gensler
was founded in 1965 and is headquartered in San Francisco, California. Gensler specializes in commercial
office buildings, retail centers, airports, education facilities, and entertainment complexes. It is also involved in
planning and urban design, brand strategy, environmental graphic design, mission-critical facilities, and
sustainable design consulting. [Additional information to come.]

Shatto Garage Project Architect
Parking Design Solutions Inc. (“PDS”) is the architect for the Shatto Garage Project. PDS was

founded in and is headquartered in . PDS specializes in
[Additional information to come. ]

Design, Permits and Approvals

[Design of the Office Project has been completed by the Office Project Architect and design of the
Shatto Garage Project has been completed by the Shatto Garage Project Architect.] [Confirm.]
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[The County, through its Community Development Commission, caused the preparation of a draft
Environmental Impact Report (the “EIR”) pursuant to the California Environmental Quality Act in 2017.
Public comment on the draft EIR concluded on January 19, 2018. A final EIR, including responses to various
comments, was prepared. At its May _, 2018 meeting, the Board of Supervisors accepted public comment on
and approved the final EIR. A final notice of determination was issued on , 2018. The period for
appealing the determination has passed.]

The Project will be submitted to the Los Angeles County Building and Safety Department for plan
check review and approval. Various permits, including demolition permits and building permits, are expected
to be obtained in due course. The Issuer does not expect any delays in obtaining the necessary permits and
approvals.

Construction Schedule

The Developer anticipates Project construction and delivery will occur on the following schedule:

Activity Date

Ground Breaking
Office Building Parking Structure TCO
Office Building Tenant Improvement'” Complete
Retail Area Complete
Shatto Parking Structure Complete
Temporary Certificate of Occupancy Issued
Substantial Completion/
Developer Obligation Date

Source: TC LA Development, Inc.

M Being the improvements requested by the County to the interior of the Office Project, including
but not limited to HVAC thermostats, operating controls and conduit rough-in for data, telephone,
and security wiring, as they are described in the Construction Documents.

Project Budget

The proceeds of the Bonds will be used by the Issuer to pay Project Costs up to the amount of the
Fixed Price. Project Costs also include an amount for Tenant Improvements. Bond proceeds will also be used
to pay costs of issuance in connection with the issuance of the Bonds. [In addition to the foregoing, Bond
proceeds, together with certain interest earnings, will provide for the payment of interest on the Bonds through
December 1, 20, which is approximately six months after the estimated date of Substantial Completion.] [to
be updated] The Issuer and the Developer expect that the proceeds of the Bonds, together with earnings
thereon and other available funds, will be sufficient to pay the costs of the Project, including interest on the
Bonds during construction, although the Issuer cannot guarantee that such proceeds will be sufficient. See
“CERTAIN RISK FACTORS - Construction and Completion Risk.” The Issuer does not have any obligation
to pay Project Costs in excess of the Fixed Price, and the County, whose only payment obligation under the
Facilities Lease is the payment of Rent and other amounts specifically set forth therein, has no obligation to
pay Project Costs. See APPENDIX C — “FORMS OF PRINCIPAL LEGAL DOCUMENTS — The Facilities
Lease” and “— The Development Agreement.”
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The following schedule sets forth the estimated Project Costs:

Sitework $
Office Building Shell and Core
Offsite Improvements
Financed Furniture, Fixtures and Equipment Allowance
Tenant Improvements
Soft Costs and Insurance
Developer’s Fee
Developer’s Overhead Allowance
Contingency
Total: $

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the Bonds are expected to be applied approximately as set forth below:

Federally
Sources of Funds: Tax-Exempt Bonds Taxable Bonds
Principal Amount of the Bonds $ $
Original Issue Premium
Total $ $
Uses of Funds:
Deposit to Project Fund $ $

Deposit to Capitalized Interest Fund'"
Deposit to Costs of Issuance Fund ¥

Total $ $

D Includes capitalized interest through the construction period.

@ Includes underwriter’ discount, title insurance costs, rating agency fees, Bond
Counsel fees and expenses, Disclosure Counsel fees and expenses, municipal advisor
fees, printing costs and other miscellaneous expenses.

THE BONDS

Description

The Bonds are dated and bear interest from the date of their delivery. Interest on the Bonds is payable
semi-annually on June 1 and December 1, beginning December 1, 2018 (each an “Interest Payment Date”).
Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months. The Bonds will
bear interest at the rates and mature on December 1 in the years and in the amounts set forth on the inside
cover of this Official Statement (each a “Principal Payment Date”). A portion of the proceeds of the Bonds will
be used to fund capitalized interest on the Bonds through the construction period. See “SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS — Beneficial Use and Occupancy” herein.

The Bonds will be fully registered as to both principal and interest, and will be in the denomination of
$5,000 or any integral multiple thereof within a single maturity. Initially, individual purchases of the Bonds
may be made in book-entry form only. Purchasers will not receive certificates representing their interest in the
Bonds purchased. When issued, the Bonds will be registered in the name of Cede & Co. as Registered Owner
and nominee of The Depository Trust Company, New York, New York (“DTC”). So long as Cede & Co. is the
Registered Owner of the Bonds, references herein to the Owners, Registered Owners or Bond Owners will
mean Cede & Co. and will not mean the “Beneficial Owners” of the Bonds. In this Official Statement, the term

15
3005592.7 042351 OS



“Beneficial Owner” will mean the person for whom a DTC participant acquires an interest in the Bonds.
Principal of and interest on the Bonds will be paid by the Trustee to DTC or its nominee, which will in turn
remit such payments to its Participants (defined herein) for subsequent disbursement to the beneficial owners
(the “Beneficial Owners”) of the Bonds. See APPENDIX F — “BOOK-ENTRY ONLY SYSTEM.”

In the event that the Bonds are no longer in fully immobilized form, interest on the Bonds will be paid
by the Trustee by check mailed on the applicable Interest Payment Date to the Owners as of the close of
business on the applicable Record Date, all as defined in the Indenture, at the address in the books for
registration of the Bonds kept for the Issuer by the Trustee (the “Bond Register”), or at such other address as is
furnished in writing by Owners to the Trustee (provided, however, that the Trustee will, at the request of any
Owner of $1,000,000 or more in aggregate principal amount of Bonds, make payments of interest on such
Bonds by wire transfer to the account at any bank in the United States designated by such Owner in writing on
or before the Record Date), and the principal of the Bonds is payable in lawful money of the United States of
America upon surrender thereof at the principal corporate trust office of the Trustee. No payment of principal
will be made on any certificated Bond unless and until such Bond is surrendered to the Trustee for payment.

Redemption of the Bonds

Optional Redemption.” The Tax-Exempt Bonds are subject to redemption prior to their stated
maturity as described below (i) upon the written direction of the County given to the Issuer and the Trustee;
and (ii) otherwise upon the written direction of the Issuer, in either case as a whole or in part (and if in part
with maturities to be selected by the County, so long as no Facilities Lease Default Event has occurred and is
continuing, and otherwise by the Issuer).

[The Tax-Exempt Bonds maturing on and prior to December 1, 20  are not subject to optional
redemption prior to their scheduled maturity. The Tax-Exempt Bonds maturing on and after December 1,
20, are subject to redemption, in whole or in part, in Authorized Denominations, on any date on and after
December 1,20, from (i) prepaid Base Rent paid pursuant to the Facilities Lease, or (ii) any other source of
available funds, at a price of par plus accrued interest to the date of redemption.]

The Federally Taxable Bonds are not subject to optional redemption prior to their scheduled maturity.

Mandatory Sinking Fund Redemption.” The Tax-Exempt Bonds maturing on December 1, 20 are
term Bonds subject to mandatory sinking fund redemption (in such a manner as DTC or the Trustee, as
applicable, shall determine) at a price of 100% of the principal amount of the Tax-Exempt Bonds to be

redeemed plus accrued interest to the date of redemption on December 1 in the years and amounts as follows:

Redemption Years Redemption Amounts

(Final Maturity)

The principal amount of any term Bonds optionally redeemed shall be credited against the scheduled
redemptions of such Bonds in the manner designated by an Authorized Officer of the County or the Issuer, as
applicable.

Extraordinary Optional Redemption. The Bonds are subject to extraordinary optional redemption in
whole, and not in part, on any date (and will be redeemed on the first practical date for which notice may
reasonably be given by the Trustee), at a price of par plus accrued interest to the date of redemption, upon the

" Preliminary, subject to change.
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receipt by the Trustee of (i) insurance proceeds in connection with certain uninsured damage as described in
the Facilities Lease (see APPENDIX C — “FORMS OF PRINCIPAL LEGAL DOCUMENTS — The Facilities
Lease — Destruction — Uninsured Damage”) or (ii) condemnation proceeds in connection with certain
condemnation events as described in the Facilities Lease (see APPENDIX C — “FORMS OF PRINCIPAL
LEGAL DOCUMENTS - The Facilities Lease — Condemnation”). Upon receipt of notice from the County of
the occurrence of circumstances described in the preceding sentence and setting a redemption date, the Trustee
will call Bonds for extraordinary redemption on the first practical date for which notice may reasonably be
given and on which the redemption price is or will be available.

Notice of Redemption. As long as the Bonds are held in book-entry only form, notice of redemption
(which may be conditional) will be given by DTC solely in accordance with the operational arrangements of
DTC as then set forth. If the Bonds are no longer held in book-entry form, the Trustee will give notice of
redemption by first class mail, postage prepaid, mailed no fewer than 20 nor more than 60 days prior to the
redemption date to each Owner of Bonds to be redeemed at the address of such Owner appearing in the Bond
Register. Any notice of redemption may be conditional and may be revocable at any time prior to the
conditions set forth therein being satisfied in full.

Neither the failure of any Owner to receive notice mailed as described herein nor any defect in notice
so mailed will affect the validity of the proceedings for redemption in accordance with the Indenture. All
notices of redemption shall state: (a) the redemption date and the conditions, if any, of redemption; (b) the
redemption price; (c) the amount of accrued interest payable on the redemption date (if such amount can be
calculated at the time the notice is mailed); (d) the designation of the Bonds to be redeemed, the principal
amount of Bonds to be redeemed, and, if less than all Outstanding Bonds are to be redeemed, the identification
(and, in the case of partial redemption, the principal amounts) of the Bonds to be redeemed; (e) that (unless the
notice of redemption is a conditional notice, in which case the notice shall state that interest shall cease to
accrue from the date fixed for redemption if and to the extent that funds have been provided to the Trustee for
the redemption of Bonds) on the redemption date the redemption price of each such Bond will become due and
payable and that interest on each such Bond shall cease to accrue on and after such date; (f) the place or places
where such Bonds must be surrendered for payment of the redemption price thereof; and (g) such additional
information as the Issuer shall deem appropriate.

Notice of redemption having been given to the Owners as aforesaid and if the notice of redemption is
conditional and the conditions stated in the notice of redemption have been met, such Bonds to be redeemed
will become due and payable on the redemption date at the redemption price specified, and on and after such
date (unless the Issuer defaults in the payment of the redemption price) such Bonds will cease to bear interest.
Upon surrender of any such Bond for redemption in accordance with such notice, such Bond will be paid at the
redemption price thereof, to the extent of funds on deposit with the Trustee and available therefor. To the
extent possible, each check or other transfer of funds issued for the payment of the redemption price of Bonds
being redeemed will bear the CUSIP number identifying, by maturity, the Bonds being redeemed with the
proceeds of such check or other transfer. If any Bond called for redemption is not be so paid upon surrender
thereof for redemption, the redemption price and, to the extent lawful, interest thereon will, until paid, bear
interest from the redemption date at the rate borne by the Bond immediately before the redemption date.

Partial Redemption of Bonds. For so long as the Bonds are held in fully immobilized form, the
selection of particular Bonds within a maturity to be redeemed, whether by optional or mandatory redemption,
will be made in accordance with the operational arrangements then in effect at DTC. If less than all of the
Bonds of a particular maturity are be called for any optional redemption or mandatory sinking fund
redemption: (1) if the Bonds are not registered in book-entry only form, the Trustee will select by lot the
Bonds to be redeemed; and (2) if the Bonds are in book-entry only form and so long as DTC or a successor
securities depository is the sole registered owner of the Bonds, Bonds to be redeemed will be selected in
accordance with DTC’s procedures in effect at such time. Upon surrender of any Bond redeemed in part only,
the Issuer will execute and the Trustee will authenticate and deliver to the Owner thereof, at no expense to the
Owner, a new Bond or Bonds of Authorized Denominations equal in aggregate principal amount to the
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unredeemed portion of the Bond surrendered. Costs of printing and/or authentication of new Bonds shall be
paid by the Issuer.

Effect of Redemption. Notice of redemption having been duly given as aforesaid, and money for
payment of the redemption price of, together with interest accrued to the date fixed for redemption on, the
Bonds (or portions thereof) so called for redemption being held by the Trustee, on the redemption date
designated in such notice, the Bonds (or portions thereof) so called for redemption will become due and
payable, interest on the Bonds so called for redemption will cease to accrue on the redemption date, said Bonds
(or portions thereof) will cease to be entitled to any benefit or security under the Indenture, and the Owners of
said Bonds will have no rights in respect thereof except to receive payment of said principal and interest
accrued to the date fixed for redemption. All Bonds redeemed as described herein will be cancelled by the
Trustee upon surrender thereof.

Option to Prepay Facilities Lease and Purchase Project

Option to Prepay Facilities Lease in Whole. Pursuant to the Facilities Lease, the County has the
option to purchase the Premises and thereby terminate the Facilities Lease and the Ground Lease by depositing
with the Trustee amounts sufficient to redeem or defease all of the Outstanding Bonds pursuant to the terms of
the Indenture, plus all costs associated with such redemption or defeasance.

The Indenture provides that, on or after the date the Bonds are subject to optional redemption, the
purchase price of the Premises shall be an amount sufficient to pay all Outstanding Bonds, plus interest
accrued thereon to the date of redemption. Prior to the date the Bonds are subject to optional redemption, the
purchase price of the Premises shall be an amount sufficient to pay all Outstanding Bonds, plus interest
accrued thereon to the date of redemption, plus the additional amount, if any, required to fully defease the
Outstanding Bonds in accordance with the Indenture.

The County may exercise its option to purchase by providing a notice of election to exercise purchase
option as specified in the Indenture, which election by the County may be conditioned on the availability of
sufficient funds on the purchase date, so long as any required notices of termination of management contracts
that must be given by the Issuer in anticipation of the purchase are also so conditioned.

Pursuant to the Indenture, on the closing date specified in the notice of election to exercise purchase
option, or such other date as the County, the Issuer and the Trustee may mutually agree and if the purchase
price has been paid by the County in immediately available funds, the Issuer shall convey the Premises to the
County by grant deed, free and clear of all liens and encumbrances, except those liens and encumbrances
approved by the County, but without recourse against the Trustee, and the Indenture, the Ground Lease, and
the Facilities Lease shall automatically terminate. Nothing in the Indenture shall be construed to require the
County to exercise the purchase option herein granted.

Option to Partially Prepay the Facilities Lease and Cause Bonds to be Redeemed or Defeased.
Pursuant to the Facilities Lease, the County has the option to partially prepay the principal component of Base
Rent, in increments of five thousand dollars ($5,000), for periods to be determined by the County by causing
Bonds to be redeemed in accordance with Section 3.01 of the Indenture or by causing Bonds to be defeased in
accordance with Article X of the Indenture. By 10:00 a.m. Pacific Time on the date set for prepayment, the
County shall pay to Trustee in cash or same-day available funds, an amount equal to the principal component
of Base Rent to be prepaid, together with interest thereon sufficient to optionally redeem or defease such
Bonds in accordance with the Indenture. Upon such prepayment, the Facilities Lease shall be amended to
reflect the reduction in Base Rent resulting from such prepayment; provided, however that in all cases the
revised Base Rent will be due and payable in the amounts and at the times sufficient to pay the principal of and
interest on all Bonds Outstanding after giving effect to the redemption or defeasance.
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Defeasance under the Facilities Lease. The Facilities Lease provides that, in the event that, pursuant
to the provisions described under this caption “Option to Prepay Facilities Lease and Purchase Project,” the
County deposits with the Trustee money and/or Government Obligations (as defined in the Indenture),
maturing at such time or times and bearing interest to be earned thereon in amounts sufficient to pay or prepay
all Base Rent then due under the Facilities Lease in accordance with the terms of the Facilities Lease and
sufficient to redeem or defease all of the Outstanding Bonds pursuant to the terms of the Indenture, plus all
costs associated with such redemption or defeasance, the Issuer shall convey unencumbered title to the
Premises to the County (subject to Section 4.4 of the Facilities Lease), the Facilities Lease shall automatically
terminate, no further payments need be made of any Base Rent under the Facilities Lease and the Issuer shall
not be entitled to any lien, benefit or security in the Premises, except the right to receive the funds so set aside
and pledged, and neither the Issuer nor the County shall have any further obligation to the other hereunder.
The Issuer shall apply such prepaid Base Rent to the defeasance or redemption of Bonds in accordance with
the Indenture. In the event the Premises are conveyed to the County as described in this paragraph, the Ground
Lease shall automatically terminate. Notwithstanding any such defeasance, the County remains obligated for
any unpaid Additional Rent due under the Facilities Lease.

Purchase of Bonds

At the written direction of an Authorized Officer of the County, so long as no Facilities Lease Default
Event has occurred and is continuing, and otherwise at the written direction of the Issuer and with the sources
of funds specified by the County and/or the Issuer, the Trustee will purchase Bonds offered to the County or
the Issuer at prices deemed acceptable to the County or the Issuer, as applicable. The principal amount of any
term Bonds purchased pursuant as described hereunder will be credited against the scheduled redemptions of
such Bonds in the manner designated by an Authorized Officer of the County or the Issuer, as applicable, in
accordance with the provisions described under “THE BONDS —Redemption of the Bonds — Mandatory
Sinking Fund Redemption.”

Defeasance of Bonds

Pursuant to the Indenture, if the Issuer (1) issues refunding bonds (a) to pay the principal of, premium,
if any, and interest on all or a portion of the Bonds as the same become due and payable and (b) to refund or
defease such then Outstanding Bonds and to pay the costs of refunding or defeasance; or (2) sets aside
irrevocably in a special fund for and pledged to such payment, refunding or defeasance, money (which shall
remain uninvested) and/or Government Obligations, that are not subject to redemption prior to maturity
sufficient in amount (as verified in a report from a firm of certified public accountants or nationally recognized
arbitrage consultants), together with known earned income from the investments thereof, to make such
payments and to accomplish the refunding or defeasance as scheduled (the “trust account”); and (3) makes
irrevocable provisions for redemption of such Bonds, then in that case all right and interest of the Owners of
the Bonds to be so retired, refunded or defeased (the “defeased Bonds™) in the covenants of the Indenture, in
the Trust Estate, and in the funds and accounts obligated to the payment of such defeased Bonds, other than the
right to receive the funds so set aside and pledged, thereupon shall cease and become void, except that those
Owners will have the right to receive payment of the principal of and premium, if any, and interest on the
defeased Bonds from the trust account (except such rights as exist with respect to payment, exchange and
transfer of such Bonds under the pertinent provisions of the Indenture). After the establishing and full funding
of such trust account, the defeased Bonds shall be deemed to be discharged, the Trustee will cancel the
defeased Bonds as paid, and the Issuer then may, at the direction of the County, so long as the Facilities Lease
is in effect and no Facilities Lease Default Event has occurred and is continuing, and otherwise in the Issuer’s
sole discretion, apply any money in any other fund or account established for the payment or redemption of the
defeased Bonds to any lawful purposes as it shall determine, subject only to the rights of the Owners of any
other Bonds then Outstanding. Money held in any defeasance trust account shall be held solely for the benefit
of the Owners of the Bonds. “Government Obligations” means direct, non-callable (a) United States Treasury
Obligations, (b) United States Treasury Obligations — State and Local Government Series, (c) non prepayable
obligations that are fully and unconditionally guaranteed as to full and timely payment of principal and interest
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by the United States of America or (d) REFCORP debt obligations unconditionally guaranteed by the United
States.

It is a condition of any such defeasance of the Bonds that the Issuer has obtained and delivered to the
Trustee: (i) an Opinion of Bond Counsel that such Bonds have been legally defeased under the Indenture and
that such refunding or defeasance will not affect the tax-exempt status of the Bonds; and (ii) if any
Government Obligations are set aside in the special fund described in clause (2) above, the verification report
of independent certified public accountants or nationally recognized arbitrage consultants, as described in
clause (2) above. On the date of defeasance or full payment of Bonds the Issuer shall convey the Premises to
the County.
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Summary of Debt Service Requirements for the Bonds
ESTIMATED DEBT SERVICE SCHEDULE"”

The table below sets forth estimated debt service payments for the Bonds on an annual basis, as of
each June 30, presuming there is no optional redemption of the Bonds and no prepayment of the Facilities
Lease and purchase of the Project.

Tax-Exempt Bonds Federally Taxable Bonds
Year Principal Interest Principal Interest Total®
2018
2019
2020
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®

(1)
2

Reflects debt service on the Bonds, which are the Issuer’s only outstanding obligations.
Totals may not add due to rounding.
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SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
Limited Obligations; No Recourse on Bonds

The Bonds shall be special, limited obligations of the Issuer payable solely from and secured solely by
a pledge of the Trust Estate as provided in the Indenture. No revenue, income, receipts, donations, earnings,
property or assets of the Issuer other than the Trust Estate shall ever be subject to any lien or claim for the
payment of the Bonds or the performance of any other obligation of the Issuer under the Indenture. The Issuer
is a single-purpose entity, is not a governmental unit, and has no taxing power. The Issuer has no source of
funds available to pay debt service on the Bonds other than the Trust Estate.

Neither the County nor any agency or municipality of the State is obligated to pay debt service on the
Bonds. The Bonds are not an obligation of the County, moral or otherwise. The County’s sole obligations with
respect to this financing, including the obligation to pay Rent, are those set forth in the Facilities Lease.

No recourse shall be had for the payment of the principal of or interest on any of the Bonds or for any
claim based thereon or upon any obligation, covenant or agreement contained in the Indenture, against any
past, present or future officer, employee or agent, or member of the Issuer, or any successor to the Issuer, as
such, either directly or through the Issuer, or any past, present, or future officer, employee or agent, or member
of any successor to the Issuer under any rule of law or equity, statute or constitution or by the enforcement of
any assessment or penalty or otherwise, and all such liability of any such officer, employee or agent, or
member of the Issuer or any successor to the Issuer, as such, is expressly waived and released as a condition of
and in consideration for the execution of the Indenture and the issuance of the Bonds.

Pledge of Trust Estate

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate
pledged under the Indenture. The “Trust Estate” consists of the following, whether now owned or hereafter
acquired, which are pledged for the equal and proportionate benefit, security and protection of all present and
future Owners of Bonds and any Additional Bonds issued under and secured by the Indenture without
privilege, priority or distinction as to the lien or otherwise of any of the Bonds or Additional Bonds over any
other Bonds or Additional Bonds: (1) all right, title and interest of the Issuer in and to all rents, issues, income,
revenues and receipts derived by the Issuer from all sources, including the Facilities Lease (except for
payments under the Facilities Lease for deposit into the Capital Repairs Fund), with respect to the use of the
Premises, including all right, title and interest and security interest, if any of the Issuer, in and to all money,
earnings, revenues, rights to the payment of money, receivables, accounts, contract rights, whether now owned
or hereafter acquired, including, without limitation, all rents, issues, profits, income, revenues and receipts
derived by the Issuer in any fashion from the Premises; (2) the Premises pursuant to the Deed of Trust, the
Assignment of Construction Documents and the Assignment of Leases, including all proceeds thereof; (3) any
and all other property of every kind and nature from time to time hereafter conveyed, pledged, assigned or
transferred by delivery or by writing of any kind, as and for additional security hereunder by the Issuer, the
County or by anyone on its or their behalf to the Trustee, which is hereby authorized to receive the same at any
time as additional security hereunder; provided, however, that any real property may be conveyed to the
Trustee only with its prior written consent, which consent shall not be unreasonably withheld; (4) all
Revenues; (5) all choses in action and all choses in possession now or hereafter existing to the benefit of or
arising for the benefit of the Issuer with respect to the Bonds, including all proceeds of all the foregoing; (6) all
funds and accounts established under the Indenture and the investments thereof, if any, and money, securities
and obligations therein (subject to disbursements from any such fund or account upon the conditions set forth
in the Indenture), except for money held in the Rebate Fund and Capital Repairs Fund; and (7) to the extent not
covered in the foregoing, all proceeds of all of the foregoing.

“Revenues” means all amounts received by the Issuer or by the Trustee for the account of the Issuer
pursuant to the Facilities Lease (or any other lease by the Issuer of the Premises) or otherwise with respect to
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the Premises, including, without limiting the generality of the foregoing, all Rent (including both timely and
delinquent payments and any late charges, paid from any source), prepayments, any payments received under
any policy of title insurance with respect to the Premises, and all interest, profits or other income derived from
the investment of amounts in any fund or account established pursuant to the Indenture (except as otherwise
provided herein), but not including (i) Administrative Fees and Expenses, (i) Rebatable Arbitrage, (iii) money
deposited in the Capital Repairs Fund; and (iv) any and all revenue, income, and receipts of the Issuer not
derived from or received with respect to the Facilities Lease, the Premises, or any fund or account established
pursuant to the Indenture.

The primary source of Revenues anticipated to be received by the Issuer and included within the Trust
Estate is Base Rent to be received from the County under the Facilities Lease. To secure the pledge of the
Revenues under the Indenture, the Issuer will assign to the Trustee the Base Rent and certain other amounts
pursuant to the Assignment of Leases.

Base Rent; Abatement

Base Rent. Pursuant to the Facilities Lease, the County shall pay Base Rent to the Trustee without
deduction, offset, prior notice or demand, in advance on the Rent Commencement Date and thereafter in
advance on each June 1 and December 1 throughout the term of the Facilities Lease (each a “Rent Payment
Date”). The County shall deposit with the Trustee each payment of Base Rent at least one (1) Business Day
prior to the Rent Payment Date. The first Base Rent payment that occurs upon on the Rent Commencement
Date shall equal the prorated amount attributable to the period occurring between the Rent Commencement
Date and the next following Rent Payment Date (after deducting any portion of Base Rent paid by the County
in connection with Substantial Completion of the Office Project that is on deposit with the Trustee for such
period), and the last Base Rent payment shall equal the prorated amount attributable to the period occurring
between the last Rent Payment Date and the expiration of the Facilities Lease. In any fiscal year commencing
July 1 and ending June 30 (the “Fiscal Year”), the aggregate amount of Base Rent plus the Annual Capital
Repair Reserve Payment shall not exceed the Fair Market Rent for the Premises and in any partial Fiscal Year
(falling in the Fiscal Year in which Rent Commencement Date or the termination of this Lease occurs), the
aggregate amount of Base Rent plus the Annual Capital Repair Reserve Payment shall not exceed the Fair
Market Rent for the Premises for such partial Fiscal Year.

The Facilities Lease also provides that for the period commencing on the Office Project Substantial
Completion Date and ending on the Rent Commencement Date, the County shall pay to the Trustee without
deduction, offset, prior notice or demand, in advance on the Office Project Substantial Completion Date and
thereafter in advance of each Rent Payment Date until the Rent Commencement Date, the amount that is equal
to the sum of (a) the Office Project Portion, and (b) any Operating Costs arising solely and directly from the
County’s occupancy of the Office Project. the County shall deposit each payment of the Office Project Portion
with the Trustee at least one (1) Business Day prior to the Rent Payment Date. The first payment of Base Rent
as described in this paragraph shall equal the prorated portion for the period between the Office Project
Substantial Completion Date and the next following Rent Payment Date. “Office Project Portion” means the
portion of Base Rent equal to the product of the Base Rent and the fraction, the numerator of which is the sum
of the actual costs of the Office Project as of the Office Project Substantial Completion Date plus the
remaining estimated costs of the Office Project as of the Office Project Substantial Completion Date and the
denominator of which is the total budget of the entire Project (taking into account costs to date and estimated
remaining costs) as of the Office Project Substantial Completion Date. Amounts to be paid by the County, as
described in this paragraph, constitutes a portion of the Base Rent securing the Bonds.

Subject to the abatement provisions set forth in the Facilities Lease, aggregate Base Rent payments are
equal to the principal of and interest on the Bonds when due. The County’s obligation to pay Base Rent is
subject to abatement as described under “ — Abatement” below.
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The County has covenanted in the Facilities Lease to take such action as may be necessary to include
the payment of all Rent due hereunder in its annual budget and to make the necessary annual appropriations for
the payment of Rent, subject to the provisions of the Facilities Lease. Such covenants are deemed to be duties
imposed by law, and it is the duty of each and every public official of the County to take such action and do
such things as are required by law in the performance of the official duty of such official to enable the County
to carry out and perform such covenants.

The County’s obligation to pay Rent, including Base Rent, is a general fund obligation of the County,
and the County covenants pursuant to the Facilities Lease to take such action as may be necessary to include
the payment of all Rent due thereunder in its annual budget and to make the necessary annual appropriations
for the payment of Rent, subject to the provisions of the Facilities Lease. As stated in the Facilities Lease,
such covenants are deemed to be duties imposed by law, and it is the duty of each and every public official of
the County to take such action and do such things as are required by law in the performance of the official duty
of such official to enable the County to carry out and perform such covenants. Payments to be made by the
County under the Facilities Lease will be used to pay principal of and interest and premium, if any, on the
Bonds when due and to pay Operating Costs of the Premises. The Base Rent, together with amounts of
capitalized interest, are equal to the principal of and interest on the Bonds when due. See APPENDIX C —
“FORMS OF PRINCIPAL LEGAL DOCUMENTS — Facilities Lease — Base Rent; Conveyance of Premise.”

In the event that Substantial Completion of the Project is not achieved by the Developer Obligation
Date, the following provisions shall apply until such time as Substantial Completion is achieved:

(a) The Issuer shall vigorously enforce the provisions of the Development Agreement,
including, without limitation, provisions thereof with regard to the failure of the Developer to cause
Substantial Completion of the Project to occur by the Developer Obligation Date. Amounts received
from Developer thereunder for the payment of debt service on the Bonds shall be deposited with the
Trustee as provided under the Indenture.

(b) The Issuer shall vigorously enforce the respective provisions of both the Office
Project General Construction Contract and the Shatto Garage Project General Construction Contract
including, without limitation, provisions requiring the payment of liquidated damages in the event that
either of the Office Project General Contractor or the Shatto Garage Project General Contractor fails
to achieve completion of construction of the Office Project or the Shatto Garage Project by the
respective date set forth in the applicable Construction Contract. Amounts received from the Office
Project General Contractor or the Shatto Garage Project General Contractor and available for payment
of debt service on the Bonds shall be deposited with the Trustee as provided under the Indenture.

Abatement. Pursuant to the Facilities Lease, the County’s obligation to pay Base Rent is subject to
abatement (i) in the event that (a) the Premises are damaged or destroyed by fire or other casualty following
the Rent Commencement Date (or after the County commences paying a portion Base Rent in connection with
Substantial Completion of the Office Project), or (b) a defect in the Issuer’s title occurs, either of which results
in substantial interference with the County’s right to the use and occupancy of the Premises or (2) under
certain circumstances following any partial taking of the Premises by Condemnation.

Absolute Net Lease

The Facilities Lease is an absolute net lease. In addition, pursuant to the Facilities Lease, from and
after the Substantial Completion Date, the County shall pay (i) all Operating Costs and (ii) Capital Repair
Reserve Payments under the Facilities Lease. Prior to the Substantial Completion Date, all Operating Costs
relating to the Premises will be paid by the Issuer or as otherwise provided by the Development Agreement.
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Deposits of Base Rent to the Revenue Fund

All Base Rent determined in accordance with the Facilities Lease will be paid directly to the Trustee
for deposit in the Revenue Fund. Following the Rent Commencement Date, the Trustee shall notify the Issuer
and the County by the close of business on each Rent Payment Date if Base Rent due on such Rent Payment
Date has not been received. The money and investments in the Revenue Fund are irrevocably pledged and
shall be used and transferred by the Trustee, as follows and in the following order of priority: (1) on or prior to
each Interest Payment Date, the amount necessary to pay the interest on the Bonds coming due on the Interest
Payment Date to the Interest Account; (2) on or prior to each Principal Payment Date, the amount necessary to
pay the regularly scheduled principal (including mandatory redemption amounts pursuant to the Indenture) of
Bonds maturing on such Principal Payment Date to the Principal Account; (3) on or prior to each day on which
Bonds shall be subject to redemption prior to scheduled maturity, the redemption price of Bonds to be
redeemed to the Redemption Account; and (4) to pay Administrative Fees and Expenses, but only upon the
written direction of an Authorized Officer of the Issuer; provided, that such written direction shall not be
required if an Event of Default has occurred and is continuing.

Upon the occurrence and continuation of an Event of Default and acceleration of all Bonds for
maturity pursuant to the Indenture, and subject to the lien of all Bonds, all money in the Revenue Fund and all
funds that are then on deposit with the Trustee pursuant to the Indenture (other than funds on deposit in the
Rebate Fund and the Capital Repairs Fund) shall be transferred to the Principal Account.

Capitalized Interest Fund

The Indenture provides that the Trustee shall establish and maintain a separate fund designated the
“Capitalized Interest Fund,” and shall establish therein, the Series 2018A Account and the Series 2018B
Account. Under the Indenture, the Issuer agrees to provide the Trustee with written notice of each Project
Component Completion Date and, upon the first and second Project Completion Date, the Allocable
Percentage of Series 2018A Bonds and the Allocable Tower Garage Percentage of Series 2018A Bonds
applicable as of such dates as soon as practicable after such dates. Amounts in the Series 2018A Account of
the Capitalized Interest Fund shall be used to pay interest accrued on the Allocable Percentage of Series 2018A
Bonds until the end of the Tax-Exempt Capitalized Interest Period. Amounts in the Series 2018B Account of
the Capitalized Interest Fund shall be used to pay interest accrued on all of the Series 2018B Bonds until the
Rent Commencement Date.

Effective on the Rent Commencement Date, the balance on hand in the Series 2018A Account, at the
written direction of the County, with a copy to the Issuer, shall be transferred to the Bond Proceeds Account of
the Project Fund to be disbursed to pay any unpaid Costs of the Project or shall be transferred to the Principal
Account or the Redemption Account to be applied to pay principal of the Bonds as described and permitted in
the Tax Certificate. Effective on the Rent Commencement Date, the balance on hand in the Series 2018B
Account, at the written direction of the County, with a copy to the Issuer, shall be transferred to the Interest
Account to be applied to pay interest on the Bonds indicated in such direction, or transferred to the Bond
Proceeds Account of the Project Fund to be disbursed to pay any unpaid Costs of the Project or shall be
transferred to the Principal Account or the Redemption Account to be applied to pay principal of the Bonds. At
the time when all amounts in the Capitalized Interest Fund and Accounts therein are expended, the Trustee
shall then close the Capitalized Interest Fund and all Accounts therein.

Deposits into the Bond Fund

Following the issuance of the Bonds and until the Rent Commencement Date, the deposits to the
Interest Account of the Bond Fund shall be made from funds on hand in the Capitalized Interest Fund.
Following the Rent Commencement Date, the deposits to the Bond Fund are expected to be made from the
following sources (not identified in order of priority) (i) transfers made from the Bond Proceeds Account
and/or the Non-Bond Proceeds Account in the Project Fund, (ii) transfers made from the Capitalized Interest
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Fund; and (iii)) money on hand in the Revenue Fund. Notwithstanding the foregoing, the Trustee may accept
deposits from any source, with written instructions from the Issuer or the County, as applicable, with a copy to
the other, to deposit the same into the Bond Fund.

The Trustee shall deposit the following sums into the Bond Fund: (1) on each Interest Payment Date,
to the Interest Account an amount that, together with any other money then available therefor in the Interest
Account, will be equal to the interest on all of the Bonds then Outstanding to become due and payable on that
Interest Payment Date; (2) on each Principal Payment Date for as long as any of the Bonds are Outstanding
and unpaid, to the Principal Account an amount that, together with any other money available therefor in the
Principal Account, will be equal to the principal (including mandatory redemption amounts) of the Bonds to
become due and payable on that Principal Payment Date; (3) on each date on which the Bonds are subject to
redemption prior to maturity, whether by optional redemption or acceleration prior to maturity, to the
Redemption Account the redemption price of the Bonds to be redeemed; (4) as received, all investment
earnings on the Bond Fund to the respective account; and (5) all other money directed in writing by the Issuer
or the County, with a copy to the Issuer or the County, as applicable, to be deposited therein.

Except as otherwise provided in the Indenture in connection with application of Revenues and other
funds after a default and discharge of the Indenture and defeasance of the Bonds, money in the Bond Fund
shall be used solely for the payment of the principal of and interest on the Bonds as the same shall become due
and payable at maturity, upon redemption or acceleration or otherwise, and the lien of the Owners of Bonds on
such money shall be first and prior to the lien of any other Person thereon.

Additional Rent

The County shall pay as Additional Rent amounts sufficient to pay or reimburse the Issuer for all
Operating Costs incurred by the Issuer pursuant to an Annual Operating Budget approved by the County
pursuant to the Facilities Lease. In consideration of the County’s payment of the Operating Costs, the Issuer
shall be responsible for all operations and all property management for the Premises. The Issuer shall at all
times use its best efforts to operate the Premises in an economically reasonable manner and minimize
Operating Costs in accordance with reasonable commercial standards prevailing in the market place for
comparable premises. Operating Costs means any and all costs and expenses directly related to operation and
maintenance of the Premises, as described in the Facilities Lease.

No Reserve Fund
There is no debt service reserve fund established for the Bonds.
Additional Bonds

Pursuant to the Indenture, the Issuer may issue additional obligations payable from or secured by a
pledge of the Trust Estate at the direction of the County for the purpose of refunding all or a portion of the
Bonds or for the purpose of financing the repair or replacement of tenant improvements to the Premises, with a
lien and charge on the Trust Estate equal to the lien thereon of the Bonds upon compliance with certain
conditions precedent as set forth in the Indenture, including: (a) the Ground Lease and the Facilities Lease are
in effect and no Facilities Lease Default Event has occurred and is then continuing as evidenced to the Trustee
by a certificate of the County; (b) the County and the Issuer enter into and approve an amendment to or
restatement of the Facilities Lease providing for Base Rent payments sufficient to pay all payments of
principal of, interest and premium, if any, on all Outstanding Bonds and Additional Bonds; (c) the amendment
or restatement of the Facilities Lease or a memorandum thereof must be recorded; (d) appropriate title
insurance endorsements, as necessary, are delivered to the Trustee; provided, that the Trustee has no duty to
request or examine any such endorsements or to determine the adequacy or sufficiency of any such
endorsements; (e) the Issuer and the Trustee enter into a Supplemental Indenture providing for the creation of a
bond fund for the payment of principal of and interest on the Additional Bonds and other funds required to

26
3005592.7 042351 OS



effect the refunding of all or a portion of the Bonds; (f) the Other Documents, as applicable, are amended as
necessary to provide that such Other Documents secure the principal of and interest on all Outstanding Bonds
and Additional Bonds; and (g) the Issuer and the Trustee receive an opinion of Bond Counsel to the effect that
the issuance of such Additional Bonds is authorized under the Indenture, shall not adversely affect the tax-
exempt status of other Bonds originally issued on a tax-exempt basis, and that all conditions to the issuance of
such Additional Bonds set forth in the Indenture and the Other Documents have been complied with. “Other
Document” means any or all of the Ground Lease, Facilities Lease, the Deed of Trust, the Development
Agreement, the applicable Uniform Commercial Code financing statements, the Assignment of Construction
Documents, the Subordination, Non-Disturbance and Attornment Agreement (the ‘“Nondisturbance
Agreement”), and the Assignment of Leases.

Insurance

Pursuant to the Facilities Lease, the Issuer has agreed to obtain from and after the Substantial
Completion Date certain types of insurance, including twenty-four (24) months of rental interruption coverage
for the costs of Base Rent and Additional Rent, with Extra Expense coverage and naming Trustee and the
County as loss payee as each of their interests may appear. The Issuer shall further cause the Premises to be
insured against the perils of earth movement and flood, either as part of the aforementioned commercial
property policy, or under a separate policy or policies. Such earth movement and flood insurance shall include
twenty-four (24) months of rental interruption coverage and shall name the Trustee as loss payee as its interests
may appear. The Issuer will cause coverage to be maintained against loss arising from earth movement and
flood so long as such coverage is available at a commercially reasonable cost and in coverage amounts which
are commercially available, but shall not be in default under the Facilities Lease if coverage is no longer
written, is unavailable for properties comparable to the Premises or is not available at commercially reasonable
premium amounts. The Facilities Lease also provides that, among other things, after the Rent Commencement
Date [(or upon the earlier occupation of the Office Project by the County)], the Issuer will provide and
maintain commercial general liability insurance and commercial property insurance. The Facilities Lease
further sets forth certain minimum scope of insurance coverage for the County and provides that the County
may self-insure for various risks, including general liability and workers’ compensation liability. Pursuant to
the Indenture, if the Facilities Lease terminates by its terms at any time that Bonds remain Outstanding under
the Indenture, the Issuer covenants to obtain and maintain, or cause the County to obtain and maintain, liability
and property insurance substantially as described in the Facilities Lease. See Appendix C — “FORMS OF
PRINCIPAL LEGAL DOCUMENTS - The Facilities Lease — Insurance” attached hereto.

Warranties

During the term of the Facilities Lease, the Issuer is required to use its good faith and diligent efforts
to enforce any and all applicable warranties, express or implied, in connection with defects which may arise in
the original design, materials or workmanship of the Premises as originally constructed. The Issuer is also
required to assess maintenance, repairs, and replacements for potential warranty coverage and comply with
warranty requirements, including but not limited to notices to the warrantor and requests for warranty service.
Notwithstanding the foregoing, following final acceptance of the Premises, the County may require the Issuer
to assign any such warranties to the County and the County will thereafter be responsible for enforcement of
such warranties.

Damage; Destruction; Condemnation

Partial or Total Destruction If during the term of the Facilities Lease, the Premises are partially or
totally destroyed by any casualty that is covered by insurance pursuant to the Facilities Lease, rendering the
Premises partially or totally inaccessible or unusable, the Issuer shall restore the Premises to substantially the
same condition as they were in immediately before such destruction, if (i) the insurance proceeds available to
the Issuer equal or exceed the cost of such restoration, (ii) such restoration can be completed within a period
which is not longer than twenty-four (24) months from date of such destruction, and (iii) such restoration is
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permitted under [then-existing Applicable Laws] to be done in such a manner as to return the Premises to
substantially the same condition as it was immediately before the destruction. [If the foregoing conditions can
be met], the insurance proceeds shall be retained by Trustee who shall disburse same to the Issuer from time to
time as the restoration work progresses; provided, however, that The Issuer shall complete such restoration as
soon as reasonably practical, but in any event not longer than that period which is twenty-four (24) months
from the date of such destruction. If the foregoing conditions cannot be met, such destruction shall be treated
as “Underinsured Damage” in accordance with the Facilities Lease.

Underinsured Damage. If during the term of the Facilities Lease, the Premises are partially or totally
destroyed by any casualty and the conditions set forth under “Insured Damage” above cannot be met, the
Issuer shall provide written notice to the County and the Trustee within ninety (90) days after the date of
destruction. Such notice shall describe the extent of the destruction, which of the conditions(s) cannot be met,
and the estimated time necessary for restoration of the Premises. Within thirty (30) days of the County’s
receipt of the Issuer’s notice, the County shall notify the Issuer in writing whether the County will proceed to
satisfy the conditions which cannot be met, including the deposit of funds with the Trustee sufficient to restore
any Underinsured Damage. If the County so fulfills such conditions, then the Issuer shall proceed to restore the
Premises in accordance with the terms agreed between the Issuer and the County. In that event, the insurance
proceeds shall be retained by Trustee who shall disburse same to the Issuer from time to time as the restoration
work progresses. If the County elects not to fulfill such conditions and the Premises are totally destroyed, the
Facilities Lease shall terminate and the entire amount of the insurance proceeds held by Trustee shall be used
to repay, redeem or defease Bonds and to reimburse Trustee for any costs incurred by Trustee for which it is
entitled to reimbursement under the Indenture. If the County elects not to fulfill such conditions and the
Premises are partially destroyed, the Facilities Lease shall not terminate, the County shall continue to pay Rent
subject to Abatement and the amount of the insurance proceeds held by Trustee shall be disbursed to the Issuer
to complete such restoration as the Issuer reasonably determines to be practicable to allow for the County’s
partial use of the Premises for its intended purposes. Any insurance proceeds not disbursed for such
restoration shall be used to repay or defease Bonds and to reimburse Trustee for any costs incurred by Trustee
for which it is entitled to reimbursement under the Indenture. If any monies deposited by the County in
connection with any restoration as described in this paragraph remain after the Premises have been restored,
those monies shall be returned to the County.

Condemnation. If there is a taking or damaging of all or any portion of the Premises by the exercise
of any governmental power, whether by legal proceedings or otherwise, by a governmental agency with
jurisdiction over the Premises (a “Condemnation”) such that there can be no reasonable use of the Premises by
the County, as reasonably determined by the County, the Facilities Lease shall terminate on the date the
condemnor has the right to possession of the Premises. The entire award with respect to a taking of the
Premises (including the County’s leasehold estate under the Facilities Lease) shall be paid to the Trustee and
applied to repay, redeem or defease Bonds in accordance with the Indenture. Any Condemnation proceeds
remaining after Bonds have been paid in full shall be paid to the County.

If, prior to Substantial Completion of the Project, there is a partial taking of the Premises by
Condemnation but the Project can be completed substantially in accordance with the Project Requirements,
such condemnation proceeds shall be paid to Trustee who shall deposit such condemnation proceeds into the
Non-Bond Proceeds Account established under the Indenture for purposes of paying Project Costs, and any
funds remaining in such account as of Substantial Completion shall be used to repay, redeem or defease Bonds
in accordance with the Indenture. If there is a partial taking of the Premises by Condemnation, and the County
determines that restoration is possible or a reasonable use can be made of the Premises by the County without
restoration, then the condemnation proceeds shall be paid to Trustee who shall, as applicable, (i) deposit such
condemnation proceeds into the Capital Repairs Fund and shall disburse such condemnation proceeds to the
Issuer from time to time as restoration progresses, or (ii) apply such amounts to repay, redeem or defease
Bonds in accordance with the Indenture. Following any partial taking of the Premises by Condemnation in
which the County determines that restoration is possible or a reasonable use can be made of the Premises by
the County without restoration, Rent (other than Additional Rent for payment of Operating Costs) shall be
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subject to Abatement to the extent and during the period that the partial condemnation results in substantial
interference with the County’s right to the use and occupancy of the Premises. Following any partial taking of
the Premises in which the County determines that restoration is not possible and no reasonable use can be
made of the Premises by the County, the Facilities Lease shall terminate on the date the condemnor has the
right to possession of the Premises. The entire award with respect to a taking of the Premises (including the
County’s leasehold estate under the Facilities Lease) shall be paid to Trustee and applied to repay, redeem or
defease Bonds in accordance with the Indenture. Any Condemnation proceeds remaining after Bonds are no
longer Outstanding shall be paid to the County. See “CERTAIN RISK FACTORS — Condemnation of the
Project.” See also APPENDIX C — “FORMS OF PRINCIPAL LEGAL DOCUMENTS — The Facilities
Lease” and “— The Development Agreement” for a description of the provisions applicable to a partial
condemnation of the Premises.

Events of Default and Remedies under the Indenture

Events of Default. The following are Events of Default under the Indenture: (a) default in the due and
punctual payment of the principal of any Bond when and as the same shall become due and payable, whether
at maturity as therein expressed, by proceedings for redemption, by acceleration, or otherwise; (b) default in
the due and punctual payment of any installment of interest on any Bond when and as the same shall become
due and payable, whether at maturity as therein expressed, by proceedings for redemption, by acceleration, or
otherwise; (c) default by the Issuer in the observance of any of the other covenants, agreements or conditions
on its part contained in the Indenture or in the Bonds, if such default shall have continued for a period of 30
days after written notice thereof, specifying such default and requiring the same to be remedied, shall have
been given to the Issuer and the County by the Trustee, or to the Issuer, the County and the Trustee by the
Owners of a majority in aggregate principal amount of the Bonds at the time Outstanding; (d) except with
respect to matters constituting Events of Default as set forth in clauses (a), (b) and (c) above, any failure by the
Issuer to observe or perform any covenant, condition, agreement or provision in the Deed of Trust on its part to
be observed or performed which failure continues at least for a period of 30 days following written notice
given by the Trustee to the Issuer and the County specifying such failure and requesting that such failure be
remedied by the Issuer or the County; or (e) the occurrence of an Event of Bankruptcy.

Remedies. If any Event of Default identified in clause (a) or (b) of the preceding paragraph occurs,
then, and in each and every such case during the continuance of such Event of Default, the Trustee or the
Owners of not less than a majority in aggregate principal amount of the Bonds at the time Outstanding shall be
entitled and upon notice in writing to the Issuer, the Trustee and the County, to declare the principal of all of
the Bonds then Outstanding, and the interest accrued thereon, to be due and payable immediately, and upon
any such declaration the same shall become and shall be immediately due and payable, anything in the
Indenture or in the Bonds contained to the contrary notwithstanding, and interest on the Bonds shall cease to
accrue on the date of such declaration. The Trustee shall give notice of such declaration by mail to the
respective Owners of the Bonds at their addresses appearing on the Bond Register. Notwithstanding the
foregoing, payments of Base Rent under the Facilities Lease are not subject to acceleration. See “ —
Events of Default and Remedies under the Facilities Lease” and “CERTAIN RISK FACTORS — Limitations
on Remedies; No Acceleration of Base Rent Upon an Event of Default” below.

Upon the occurrence and continuance of an Event of Default, then and in every such case the Trustee
in its discretion may, or upon written demand of the Owners of a majority in aggregate principal amount of the
Bonds then Outstanding and receipt of indemnity against anticipated expenses and liability to its satisfaction
(which indemnity is a condition precedent to its duties under the Indenture), shall, in its own name and as the
Trustee of an express trust take any or all of the following actions if the Bonds are not fully paid: (a) by
mandamus, or other suit, action or proceeding at law or in equity, enforce all rights of the Owners and require
the Issuer or the County to carry out any agreements with or for the benefit of the Owners of Bonds and to
perform its or their duties under the Facilities Lease and the Indenture, provided that any such remedy may be
taken only to the extent permitted under the applicable provisions of the Facilities Lease or the Indenture, as
the case may be; (b) bring suit upon the Bonds; (c¢) by action or suit in equity require the Issuer to account as if
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it were the trustee of an express trust for the Owners of Bonds; (d) upon the occurrence of Event of Default
described in clause (a) or (b) of the first paragraph under this caption, foreclose the Deed of Trust or exercise
any other remedies thereunder, including the reletting of the Premises for any commercial purpose; (e) exercise
any remedy under the Facilities Lease by the Issuer of the Premises or any other lease by the Issuer of the
Premises; (f) by action or suit in equity enjoin any acts or things which may be unlawful or in violation of the
rights of the Owners of Bonds; or (g) take any action or exercise any remedy under the Construction Contracts
(as such term is defined in the Development Agreement) and the Development Agreement, if such contracts
and agreement remain in effect.

Anything in the Indenture to the contrary notwithstanding, the Trustee shall not be required to enter,
take possession of, or take any other action whatsoever with respect to the Premises unless the Trustee is
satisfied that the Trustee will not be subject to any liability under Environmental Laws or from any
circumstances present at the Premises relating to the presence, use, management, disposal or contamination by
any environmentally hazardous materials or substances of any kind whatsoever.

Application of Revenues and Other Funds After Default. If an Event of Default shall occur and be
continuing, all Revenues and any other funds then held or thereafter received by the Trustee under any of the
provisions of the Indenture shall be applied by the Trustee as follows and in the following order:

(a) To the payment of any expenses necessary in the opinion of the Trustee to protect the
interests of the Owners of the Bonds and payment of reasonable fees and charges and expenses of the Trustee
(including reasonable fees and disbursements of its counsel and agents) incurred in and in connection with the
performance of its powers and duties under the Indenture;

(b) To the payment of the principal of and interest then due on the Bonds (upon presentation of
the Bonds to be paid, and stamping thereon of the payment if only partially paid, or surrender thereof if fully
paid) subject to the provisions of the Indenture, as follows:

(1) Unless the principal of all of the Bonds shall have become or have been declared due
and payable,

First: To the payment to the persons entitled thereto of all installments of interest then due in
the order of the maturity of such installments and, if the amount available shall not be sufficient to pay
in full any installment or installments maturing on the same date, then to the payment thereof ratably,
according to the amounts due thereon, to the persons entitled thereto, without any discrimination or
preference; and

Second: To the payment to the persons entitled thereto of the unpaid principal of any Bonds
which shall have become due, whether at maturity or by call for redemption, with interest on any
overdue principal at the rate borne by the respective Bonds, and, if the amount available shall not be
sufficient to pay in full all the Bonds, together with such interest, then to the payment thereof ratably,
according to the amounts of principal due on such date to the persons entitled thereto, without any
discrimination or preference;

2) If the principal of all of the Bonds shall have become or have been declared due and
payable, to the payment of the principal and interest then due and unpaid upon those Bonds, with interest on
the overdue principal at the rate borne by the Bonds and to the payment of the principal of and interest due on
other Bonds, and, if the amount available shall not be sufficient to pay in full the whole amount so due and
unpaid, then to the payment thereof ratably, without preference or priority of principal over interest, or of
interest over principal, or of any installment of interest over any other installment of interest, or of any Bond
over any other Bond, according to the amounts due respectively for principal and interest, to the persons
entitled thereto without any discrimination or preference; and
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(©) All other amounts due to any other Person legally entitled thereto.

See APPENDIX C — “FORMS OF PRINCIPAL LEGAL DOCUMENTS - The Indenture — Events of
Default and Remedies of Owners.”

Deed of Trust and Other Security Documents

The Deed of Trust grants a lien for the benefit of the Trustee on the Issuer’s interest in the Premises
and grants to the Trustee certain remedies following an event of default under the Deed of Trust, including
inter alia, the right to foreclose the Issuer’s interest in the Premises. By exercising this remedy, the Trustee
would have the right to take possession of the Premises. Pursuant to the Ground Lease, in the event of the
termination of the Ground Lease prior to the expiration of its term for any reason, including a termination by
reason of a bankruptcy by the Issuer, the County shall provide the Trustee, as Leasehold Mortgagee (the
“Leasehold Mortgagee”), written notice, among other things, of such termination and the Leasehold Mortgagee
shall thereupon have the option, but shall in no event be obligated, to obtain a new lease in accordance with
and upon compliance with the terms and conditions therefor, as set forth in the Ground Lease. The Ground
Lease also provides that if the Issuer or its bankruptcy trustee rejects the Ground Lease during its term in a
proceeding under Section 365 of the United States Bankruptcy Code or similar or successor statute, such
rejection will have no effect on the rights of Leasehold Mortgagee with respect to its lien and security interests,
as set forth under Section 6.2 of the Ground Lease, which rights will remain in full force and effect
notwithstanding such rejection as if the same were provided for in a separate and independent agreement
between County and the Leasehold Mortgagee, and the Leasehold Mortgagee shall have the right to a new
ground lease on the same terms and conditions set forth in Section 6.2 of the Ground Lease. See APPENDIX C
— “FORMS OF PRINCIPAL LEGAL DOCUMENTS — Ground Lease.”

Under the Indenture, without the consent of or notice to the Owners of the Bonds, but with the written
consent of the Trustee, the Issuer and the County shall have the right to amend the Ground Lease, Facilities
Lease and the Deed of Trust from time to time to exclude portions of the real property from the Premises
originally demised thereunder: (1) as may be necessary to comply with permitting requirements or to complete
the Project as long as such amendment does not reduce or otherwise adversely affect the County’s obligation to
pay Base Rent under the Facilities Lease; or (2) except as provided in clause (1) above, upon satisfaction of the
following conditions: (i) the Issuer and the County shall receive, and shall provide to the Trustee a copy of, a
survey certified by a licensed California surveyor delineating the boundaries and legal description of the
remaining Premises that will continue to be demised thereunder; (ii) the Issuer, the Trustee, and the County
shall receive an opinion of counsel or other evidence reasonably satisfactory to the Issuer that the remaining
Premises (A) is assessed as a separate tax parcel, and (B) will be in compliance with, and not in violation of,
any applicable covenants, restrictions, statutes, laws, ordinances, rules and/or regulations pertaining to the use
and development of the remaining Premises, including but not limited to those pertaining to subdivision and
platting; (iii) the County as the owner of the remaining Premises shall provide such easements and reciprocal
agreements as may be necessary to provide comparable pedestrian, vehicular access and other uses, amenities
and operations to the Premises (including public utilities) as existed prior to the release of such property from
the Premises originally demised thereunder; (iv) the Issuer shall receive an appraisal prepared by a
disinterested appraiser that the remaining Premises has a fair market value which is not less than the principal
balance outstanding under the Bonds; (v) such exclusion will not affect payment to the Issuer of Base Rent
required under the Facilities Lease; and (vi) the Issuer and the Trustee shall receive an Opinion of Bond
Counsel satisfactory to LACF and County and the Trustee that such exclusion shall not adversely affect the
tax-exempt status of interest payable on the Bonds and that all conditions to any amendment of the Ground
Lease, Facilities Lease or the Deed of Trust to exclude portions of the real property from the Premises set forth
herein and in the document to be amended have been complied with.

The Issuer, the County, and the Trustee will also enter into the Subordination Agreement, pursuant to
which the Facilities Lease and the leasehold interests thereunder and estate created thereby and all of County’s
rights thereunder, including, without limitation, all purchase options and all other rights or interests of the
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County under the Facilities Lease, shall be and shall at all times remain subject, subordinate and inferior to the
Deed of Trust and the lien thereof, and all rights, privileges and powers of the Trustee and to any and all
renewals, modifications, consolidations, replacements and extensions thereof; provided, however, that all
condemnation awards and insurance proceeds paid or payable with respect to the Premises and received by
Issuer or Trustee shall be applied as provided in the Facilities Lease to the repair and restoration of the
Premises or used to redeem or defease Bonds or as otherwise required under the Indenture. The fee simple
interest of the County of Los Angeles in the Property is not subject to the subordination granted by the
Subordination Agreement. In addition, the Subordination Agreement provides that if the interests of Issuer in
the Premises shall be transferred by reason of the exercise of the power of sale contained in the Deed of Trust,
or by any foreclosure or other proceeding for enforcement of the Deed of Trust, or by deed in lieu of
foreclosure or such other proceeding, County shall be bound to the Trustee or the party acquiring the interests
of the Issuer (the “Succeeding Party”) under the Ground Lease and the Facilities Lease in the Premises under
all of the terms, covenants and conditions of the Ground Facilities Lease and the Facilities Lease for the
balance of the term thereof and any extensions or renewals thereof which may be effected in accordance with
any option in the Facilities Lease, with the same force and effect as if the Succeeding Party were the [County]
under the Ground Facilities Lease and the Issuer under the Facilities Lease, and County, as County under the
Facilities Lease, does hereby attorn to the Succeeding Party, as its lessor under the Facilities Lease.

The Issuer and the Trustee also will enter into the Assignment of Leases under which the Issuer will
assign to the Trustee: (i) all existing and future leases upon all or relating to any part of the Premises, including
the Facilities Lease; (ii) any and all guaranties of any tenants’ performance under any and all leases of the
Premises; and (iii) the right to collect and receive all of the rents, income, receipts, revenues, issues, profits,
and other income of any nature pertaining to or arising from any lease of the Premises, including the Facilities
Lease (other than the Capital Repair Reserve Payments to be paid under the Facilities Lease).

Events of Default and Remedies under the Facilities Lease

Default by the County. The occurrence of any of the following shall constitute an “Event of Default”
by the County under the Facilities Lease: (a) failure to make any payment or any other payment due or
required under the Facilities Lease, if the failure to pay is not cured within ten (10) days after written notice of
such failure from the Trustee or the Issuer has been received by the County; provided, however, failure to pay
the Base Rent at least one (1) business day prior to the Rent Payment Date shall be deemed an immediate
default; and (b) failure to materially perform any other provision of the Facilities Lease if the failure to
perform is not cured within thirty (30) days after written notice of such failure from Trustee or the Issuer has
been received by the County; provided, however, if the default cannot reasonably be cured within such thirty
(30) days, then such default shall not constitute an Event of Default if the County commences to cure the
default within thirty (30) days and diligently and in good faith continues to cure such default until cured.

Remedies for the County Default. If the County commits an Event of Default as described in the
preceding paragraph and fails to cure such default within the time period provided therein (in lieu of any
statutory requirements), then the Issuer shall have the right to pursue any and all remedies available at law or
in equity, including without limitation, the right to (a) terminate the Facilities Lease or (b) so long as the Issuer
or its assignee does not terminate the County’s right to possession, the Facilities Lease shall continue in effect
and the Issuer or its assignee shall have the right enforce all of its rights and remedies under the Facilities
Lease, including the right to recover Base Rent payments as they become due hereunder pursuant to Section
1951.4 of the California Civil Code. Notwithstanding the foregoing, in no event shall the Issuer have the
right to accelerate any payments owing by the County under the Facilities Lease.

Notwithstanding anything to the contrary herein, in the event the County commits an Event of Default
under the Facilities Lease in connection with the Annual Capital Repair Reserve Payment and fails to cure
such default within the time period provided herein, the Issuer shall have no right to cancel and terminate the
Facilities Lease or evict the County and re-enter the Premises through an unlawful detainer action or otherwise.
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Default by the Issuer. The Issuer shall be in default if the Issuer fails to perform its obligations (i)
within five (5) Business Days after notice by the County specifying the obligation which the Issuer has failed
to perform if such failure occurs prior to the Substantial Completion Date and (ii) within thirty (30) days after
notice by the County specifying the obligation which the Issuer has failed to perform if such failure occurs
after the Substantial Completion Date; provided, that if the nature of the Issuer’s obligation is such that more
than five (5) Business Days or thirty (30) days, as applicable, are required for performance, the Issuer shall not
be in default if the Issuer commences diligent performance within such period following the County’s notice
and thereafter completes performance within a reasonable time. In the event that the Issuer fails to cure any
such default within the time periods permitted, the County shall have the right to pursue any and all remedies
available at law or in equity, or have the option to pursue such remedies after resort to the procedure provided
in the Facilities Lease, provided, however, that the County shall have (i) no right to offset against Rent payable
under the Facilities Lease, and (ii) no right to terminate the Facilities Lease or the Ground Lease so long as the
Bonds remain Outstanding.

Trustee’s Rights. For so long as the Deed of Trust remains in force and effect the following
provisions shall apply:

(a) From and after the date the County provides notice of such default to the Issuer and the
Trustee as specified in the Facilities Lease, Trustee shall have the same period, after the giving of such notice
upon it, for remedying any default or acts or omissions which are the subject matter of such notice, or causing
the same to be remedied, as is given the Issuer after the giving of such notice to the Issuer under the Facilities
Lease, plus in each instance the additional periods of time specified in the Facilities Lease to remedy,
commence remedying or cause to be remedied, the defaults or acts or omissions which are specified in such
notice.

(b) The Trustee shall have the right, but not the obligation, to remedy such default or cause the
same to be remedied for a period of ninety (90) days after the expiration of the Issuer’s cure period, if any,
provided under the Facilities Lease, for the Issuer to remedy same, and the County shall accept such
performance by or at the instance of Trustee as if the same had been made by the Issuer.

(©) If the default is reasonably susceptible of cure, but cannot reasonably be remedied within
ninety (90) days, the County shall not terminate the Facilities Lease, so long as (a) defaults in the payment of
money under the Facilities Lease are cured, within ninety (90) days and (b) the cure for any non-monetary
default under the Facilities Lease has commenced, and is thereafter diligently and in good faith continuously
prosecuted to completion. Such cure period shall include any time required to obtain possession of the
Premises by foreclosure of the Leasehold Mortgage or by other appropriate means by reasonable diligence, or
until such earlier time as all defaults of the Issuer are cured. Nothing in the provisions described under this
caption, however, shall be construed to extend the Facilities Lease beyond the Term, nor to require a Trustee to
continue such foreclosure proceedings after all defaults are cured. Once all defaults are cured, the Facilities
Lease, shall continue in full force and effect as if the Issuer had not defaulted.

Developer’s Limited Obligation for Carrying Costs

In the Development Agreement, the Developer has warranted the construction and completion of the
Project (to the extent of “Project Costs” as defined in the Development Agreement) for the Fixed Price. As
described in further detail under “THE PROJECT — Construction of the Project,” if Substantial Completion of
the Project fails to occur by the Developer Obligation Date, the Developer may be obligated, under certain
circumstances, to pay to the Trustee “Monthly Carrying Costs” equal to the amount that would be payable to
the Trustee under the Indenture if Substantial Completion of the Project had occurred on the Developer
Obligation Date; provided, however, the Monthly Carrying Costs shall be calculated on a daily basis so that if,
by way of example, Substantial Completion of the Project is one day after the Developer Obligation Date, then
the Monthly Carrying Costs shall equal 1/30th of the Monthly Carrying Cost for the subject month. The
Monthly Carrying Cost is, in turn, equal to one-sixth (1/6th) of the Base Rent that would be payable by the
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County under the Facilities Lease if Substantial Completion of the Project had so occurred, but the
Developer’s obligation to pay the Monthly Carrying Cost shall be offset by any amounts of Base Rent paid or
payable by the County under the Facilities Lease. In no event and under no circumstance shall the Developer
be obligated to make out-of-pocket payments for Monthly Carrying Costs in excess of that portion of the
Developer’s Fee theretofore received by the Developer under the Development Agreement plus any available
insurance proceeds. However, any further obligation of Developer for Monthly Carrying Costs shall result in a
forfeiture by the Developer of that portion of the remainder of its Developer’s Fee equal to the amount of the
Developer’s remaining obligation (if any) for such Monthly Carrying Costs and the Issuer shall issue notice to
Trustee to transfer any such forfeited amount of Developer’s Fee to the appropriate account under the
Indenture for payment of debt service on the Bonds. The Developer may also be required, under certain
circumstances, to advance funds to the Trustee to the extent the Project is not “in balance” under the terms of
the Development Agreement, subject to the limitations set forth in the Development Agreement. See “THE
PROJECT—Construction of the Project—Development Agreement.”

Amendments to the Principal Documents

The Indenture provides that it may be supplemented without consent of Bond Owners in certain
circumstances and that the consent of a majority of the Bond Owners is required for supplements in other
circumstances where the rights of Bond Owners will be materially adversely affected. In addition, the
Indenture provides that the Ground Lease, Facilities Lease, the Deed of Trust, the Development Agreement,
the applicable Uniform Commercial Code financing statements, the Assignment of Construction Documents
and the Assignment of Leases (the “Other Documents”) may be amended without consent of the Bond Owner
in certain circumstances, which include, but are not limited to, permitting a partial release of the Premises from
the lien of the Deed of Trust, and may be amended only with the consent of a majority of the Bond Owners in
other circumstances where the rights of Bond Owners will be materially adversely affected. See APPENDIX C
— “FORMS OF PRINCIPAL LEGAL DOCUMENTS.”

THE ISSUER
General

The Issuer is a California nonprofit public benefit corporation organized in April 2016 under the Non
Profit Public Benefit Corporation Law of the State (Corporations Code Sections 5110 et seq.) exclusively to
issue the Bonds as an “on-behalf-of issuer” and enter into and fulfill its obligations under the Development
Agreement, the Ground Lease, the Facilities Lease, the Deed of Trust and the Indenture, and engage in other
activities necessary or desirable in connection with or incidental to the Project. The Issuer is a single-purpose
entity, is not a governmental unit, and has no taxing power. The Issuer has no source of funds to pay debt
service on the Bonds other than the Trust Estate pledged under the Indenture. The sole member of the Issuer is
Public Facilities Group (“PFG”), a 501(c)(3) organization organized under the laws of the State of
Washington. PFG’s primary purpose is to act as a supporting organization for single purpose 501(c)(3)
organizations, including the Issuer, that it forms to structure, finance, develop, own and operate specific public
facilities on behalf of governmental entities. However, the Issuer, like the other such organizations supported
by PFG, is a distinct entity with its own separate assets and liabilities. The Bonds are issued and all contracts
are entered into by the Issuer in its own name and as its own separate obligation. The Issuer has no employees
of its own, and has entered into a Services Agreement with PFG under which PFG provides administrative,
professional and accounting personnel, office space and supplies, and other overhead and services required by
the Issuer. All of the current board members of the Issuer are employees of PFG (although, as described
below, the Issuer intends to appoint an additional “independent director” for bankruptcy and other limited
purposes). Pursuant to the Issuer Fee and Governance Agreement between the Issuer, PFG and the County, the
County shall have the right to cause the organizational documents of the Issuer to be amended to replace the
sole member of the Issuer with the County or the County’s designee upon the occurrence of certain events. See
Appendix C — “FORM OF PRINCIPAL LEGAL DOCUMENTS.”
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Projects

Although PFG and the Issuer have only been in existence since 2016 and have not yet completed a
bond financing or project in connection therewith, the principals of the Issuer have extensive experience in the
structuring, development, financing and management of economic development projects on behalf of a variety
of governmental entities. John Finke, the President and a member of the board of directors of the Issuer, was
previously a Senior Director at The National Development Council and in that capacity successfully completed
over 20 major public projects on behalf of state and municipal governments and universities in the states of
Washington, California and Alaska, involving the issuance of tax-exempt and taxable bonds with a principal
amount in excess of $1.5 billion. All of these projects were completed in a timely manner and on budget.
These projects include the issuance of $43,710,000 in tax-exempt bonds on behalf of the Los Angeles County
Community Development Commission (the “Commission”) to finance the construction of a 120,000 square
foot office building in Alhambra, California, to serve as the Commission’s headquarters, which project was
completed in 2012; and the issuance of $44,380,000 in tax-exempt bonds on behalf of the County of Riverside,
California to finance the construction of an office building of approximately 90,000 square feet to serve as the
Riverside County law building, ancillary improvements to accommodate the potential future construction of a
building of approximately 5,000 square feet, and surface parking, all on a site located in the City of Indio,
California leased from the County of Riverside, which project was completed in 2014.

Organizational and Key Personnel

The Issuer has a board consisting of three directors. In addition, the Issuer’s bylaws provide for, and
the Issuer intends to appoint, an “independent director” who will participate only in certain decisions relating
to bankruptcy, merger, dissolution and similar events, and whose affirmative vote would be required in
connection with any such decisions. The members of the board of directors are elected by the board for one-
year terms, subject to ratification by the Issuer’s sole member, PFG. The board has appointed several officers
to manage and carry out the business of the Issuer. The following are the current officers and directors of the
Issuer:

John Finke, Director and President. Mr. Finke is also the President and a director of PFG. Before
joining PFG and the Issuer, Mr. Finke worked for over 30 years for The National Development Council
(“NDC”) and its asffiliates. Most recently, Mr. Finke was a Senior Director of NDC and was responsible for
NDC’s Public-Private Partnership program nationwide. From 1979 to 1983, Mr. Finke worked as the
Development Finance Manager for the City of Seattle’s Office of Economic Development. He has served on
the Board of Directors of the Pike Place Market Preservation and Development Authority since 1989. Mr.
Finke received his B.A. from the University of Washington in 1976 and took graduate studies at the University
of Illinois School of Urban Planning.

Erin Birkenkopf, Director, Vice President, Secretary and Treasurer. Ms. Birkenkopf is also Vice
President, Secretary and Treasurer of PFG. Before joining PFG and the Issuer, Ms. Birkenkopf worked for four
years for The National Development Council as Asset Manager with NDC’s Public-Private Partnership
program. Prior to her work at NDC, Ms. Birkenkopf worked as an administrator for the University of
Washington’s Department of Housing and Food Services and as a science educator at the Pacific Science
Center. Ms. Birkenkopf received her B.A. from the University of Washington.

Matt Calcavecchia, Director and Vice President. Mr. Calcavecchia is also Vice President of PFG.
Before joining PFG and the Issuer, Mr. Calcavecchia worked for 14 years for The National Development
Council and its affiliates in various roles and responsibilities, including NDC’s Public-Private Partnership
program, NDC’s advocacy efforts, and as NDC’s Director of Communications. Mr. Calcavecchia received an
undergraduate degree from the University of Washington in 1998.

[County official/officer], Independent Director. [bio to come]
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CERTAIN RISK FACTORS

The following factors, along with all other information in this Official Statement, should be
considered by potential investors in evaluating the Bonds. However, they do not purport to be an exhaustive
listing of risks and other considerations which may be relevant to an investment in the Bonds. In addition, the
order in which the following factors are presented is not intended to reflect the relative importance of any such
risks.

Special Obligation of the Issuer

The Bonds are special, limited obligations of the Issuer payable solely from and secured solely by a
pledge of the Trust Estate as provided in the Indenture. No revenue, income, receipts, donations, earnings,
property or assets of the Issuer, other than the Trust Estate, shall be subject to any lien or claim for the payment
of the Bonds or the performance of any other obligation of the Issuer under the Indenture. The Issuer is a
single-purpose entity, is not a governmental unit, and has no taxing power. The Issuer has no source of funds
available to pay debt service on the Bonds other than the Trust Estate.

The obligation of the County to pay the Base Rent does not constitute a debt of the County or of the
State or of any political subdivision thereof in contravention of any constitutional or statutory debt limit or
restriction, and does not constitute an obligation for which the County or the State is obligated to levy or
pledge any form of taxation or for which the County or the State has levied or pledged any form of taxation.
The Bonds shall be special obligations of the Issuer, payable solely from the Base Rent and the other assets
pledged therefor under the Indenture. Neither the faith and credit nor the taxing power of the County or the
State, or any political subdivision thereof, is pledged to the payment of the Bonds. The Issuer has no taxing
power and has no obligation to pay Base Rent.

Although the Facilities Lease does not create a pledge, lien or encumbrance upon the funds of the
County, the County is obligated under the Facilities Lease to pay the Rent, including Base Rent, from legally
available funds for the use and possession of the Premises as provided therein and the County has covenanted
in the Facilities Lease to take such action as may be necessary to include in its annual budget Base Rent and
Additional Rent due under the Facilities Lease and to make necessary annual appropriations therefor. The
County’s obligation to pay Base Rent is subject to abatement (i) in the event that (a) the Premises are damaged
or destroyed by fire or other casualty following the Rent Commencement Date (or after the County
commences paying a portion Base Rent in connection with Substantial Completion of the Office Project), or
(b) a defect in the Issuer’s title occurs, either of which results in substantial interference with the County’s
right to the use and occupancy of the Premises or (2) under certain circumstances following any partial taking
of the Premises by Condemnation. The County is currently liable on other obligations payable from general
revenues, some of which may have priority over the Base Rent and the Additional Rent.

Construction and Completion Risk

The Developer has warranted the delivery of the Project (excluding those portions of the Project that
are not paid from Project Costs) for the Fixed Price, constructed in good and workman-like manner and in
substantial accordance with the construction documents on or before the Developer Obligation Date. The
Developer is responsible for payment of Project Costs exceeding the Fixed Price, other than costs resulting
from changes in plans requested by the County or the Issuer or the cost of tenant improvements in excess of
the tenant improvement allowance. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—
Developer’s Limited Obligation for Carrying Costs.” However, a number of factors could cause the
construction of the Project to be delayed. Some of these delays would not obligate the Developer to pay the
additional Project Costs. In addition, to the extent that delays in achieving completion of the various
components of the Project delay the County’s obligation to pay Base Rent, there is no assurance that the
Developer’s obligation to pay Monthly Carrying Costs, the General Contractor’s obligation to pay liquidated
damages or other sources will be sufficient to pay debt service on the Bonds when due.
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The Development Agreement provides that the Owner shall be responsible for procuring builder’s risk
insurance coverage for the Project, unless the Issuer, the Developer and either of the Office Project General
Contractor or the Shatto Garage Project General Contractor agree that such Contractor shall be responsible
therefor. Such insurance shall be written on an “all risk” or “open perils” basis. Coverage shall be provided for
(1) losses on an all-risk basis; (ii) the perils of earth movement and flood so long as such coverage is available
at commercially reasonable cost and in coverage amounts that are commercially available; (iii) resultant
damage from errors in design, plans, specifications, faulty workmanship, materials and construction; (iv)
“extra expense”; (v) all materials to be stored offsite and while in transit to the jobsite; (vi) “cold testing” of
all building systems; (vii) the Issuer’s, the County’s and the Developer’s loss of use of the Project due to
delays in Project completion caused by covered peril losses to the Project, including loss of income and rents
(for at least twenty-four (24) months) and soft costs such as interest on the Bonds and insurance premiums;
(viii) the increased cost of construction, debris removal and demolition due to the operation of building laws
and code upgrades; and (ix) direct physical damage to the Project and loss of use caused by an off premises
power interruption. Each of the Office Project General Contractor and the Shatto Garage Project General
Contractor is required to obtain payment and performance bonds to insure its performance under the applicable
Construction Contract, and no payments will be made to the applicable General Contractor under that contract
until those bonds are in place.

The County is obligated to pay a portion of Base Rent upon Substantial Completion of the Office
Project. In addition, proceeds of the Bonds will fund capitalized interest. The portion Base Rent to be paid
upon Substantial Completion of the Office Project, together with capitalized interest and interest earnings
thereon, are expected to be sufficient to pay debt service on the Bonds until Substantial Completion of the
Project in late 2021.

Additional Obligations of the County

The County has the capability to enter into other obligations which may constitute additional charges
against its revenues. To the extent that additional obligations are incurred by the County, the funds available to
make Base Rent may be decreased.

The Base Rent and other payments due under the Facilities Lease (including payment of costs of
replacement, maintenance and repair of the Property and taxes, other governmental charges and utility charges
levied against the Property) are payable from funds lawfully available to the County. In the event that the
amounts which the County is obligated to pay in a Fiscal Year exceed the County’s revenues for such year, the
County may choose to make some payments rather than making other payments, including Base Rent, based
on the perceived needs of the County. The same result could occur if, because of California constitutional
limits on expenditures, the County is not permitted to appropriate and spend all of its available revenues. In
such event, the County may not have sufficient funds available to pay the Base Rent when due.

Insurance on the Project

Under the Facilities Lease, the Issuer is required to maintain through the term of the Facilities Lease
policies of insurance covering loss or damage to the Premises in the full amount of its replacement cost. If the
Premises are damaged or destroyed, there can be no assurance that the insurance proceeds will be sufficient to
repair or restore the Project, or to redeem or defease all of the then Outstanding Bonds. See APPENDIX C —
“FORMS OF PRINCIPAL LEGAL DOCUMENTS - Facilities Lease.” Neither the Issuer nor the County
makes any representation regarding whether the provider of any insurance policy will pay under the respective

policy.
Adequacy of County Insurance Reserves or Insurance Proceeds
The County may self-insure for certain types of insurance required under the Facilities Lease. See

“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS - Insurance” and APPENDIX C —
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FORMS OF PRINCIPAL LEGAL DOCUMENTS — FACILITIES LEASE — Insurance.” The County intends
to self-insure for workers’ compensation insurance and general liability insurance with respect to the Premises.
If the County elects to self-insure against other risks, no assurance can be given that the insurance reserves
established by the County will be sufficient to satisfy any loss which the County may experience. See
“SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — Abatement” and “— Abatement” below.

Condemnation of the Project

If all or a portion of the Premises were condemned, there can be no assurance that any such award or
payment will be sufficient at the time to redeem or defease all of the then Outstanding Bonds. If the award is
less than the amounts remaining on the Outstanding Bonds, then the Bondholders will be paid less than the
amounts remaining on the Outstanding Bonds. See APPENDIX C — “FORMS OF PRINCIPAL LEGAL
DOCUMENTS.”

Abatement

Pursuant to the Facilities Lease, in the event that (i) the Premises are damaged or destroyed by fire or
other casualty following the Rent Commencement Date (or after Tenant commences paying Base Rent in
accordance with Section 4.6), or (ii) a defect in Landlord’s title occurs, either of which results in substantial
interference with Tenant’s right to the use and occupancy of the Premises, this Lease shall not terminate
(except as provided in Section 19.2), but the Rent otherwise payable by Tenant hereunder (other than
Additional Rent for payment of Operating Costs) shall be subject to Abatement during the period of such
interference.

In the event that such portion of the Premises, if damaged or destroyed by an insured casualty, could
not be replaced during the period of time in which proceeds of the County’s rental interruption insurance will
be available in lieu of Base Rent, plus the period for which funds are available from other funds and accounts
established under the Indenture, or in the event that casualty insurance proceeds or condemnation proceeds are
insufficient to provide for complete repair or replacement of such portion of the Premises or redemption of the
Bonds, there could be insufficient funds to make payments to Owners of the Bonds in full.

Bankruptcy

Bankruptcy of the County. In addition to the limitation on remedies contained in the Indenture, the
rights and remedies provided in the Indenture and the Facilities Lease may be limited by and are subject to the
provisions of federal bankruptcy laws and to other laws or equitable principles that may affect the enforcement
of creditors’ rights. The County is a governmental unit and therefore cannot be the subject of an involuntary
case under the United States Bankruptcy Code (the “Bankruptcy Code”). However, pursuant to Chapter 9 of
the Bankruptcy Code, the County may seek voluntary protection from its creditors for purposes of adjusting its
debts. In the event the County were to become a debtor under the Bankruptcy Code, the County would be
entitled to all of the protective provisions of the Bankruptcy Code as applicable in a Chapter 9 proceeding.
Among the adverse effects of such a bankruptcy might be: (i) the application of the automatic stay provisions
of the Bankruptcy Code, which, until relief is granted, would prevent collection of payments from the County
or the commencement of any judicial or other action for the purpose of recovering or collecting a claim against
the County and could prevent the Trustee from making payments from funds in its possession; (ii) the
avoidance of preferential transfers occurring during the relevant period prior to the filing of a bankruptcy
petition; (iii) the existence of unsecured or secured debt which may have a priority of payment superior to that
of Owners of Bonds; and (iv) the possibility of the adoption of a plan (a “Plan”) for the adjustment of the
County’s debt without the consent of the Trustee or all of the Owners of Bonds, which Plan may restructure,
delay, compromise or reduce the amount of any claim of the Owners if the Bankruptcy Court finds that the
Plan is fair and equitable.
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In addition, the County could either reject the Ground Lease or the Facilities Lease or assume the
Ground Lease or the Facilities Lease despite any provision of the Ground Lease or the Facilities Lease which
makes the bankruptcy or insolvency of the County an event of default thereunder. In the event the County
rejects the Facilities Lease, the Trustee, on behalf of the Owners of the Bonds, would have a pre-petition
unsecured claim that may be substantially limited in amount and this claim would be treated in a manner under
a Plan over the objections of the Trustee or Owners of the Bonds. Moreover, such rejection would terminate
the Facilities Lease and the County’s obligations to make payments thereunder. The County may also be
permitted to assign the Facilities Lease (or the Ground Lease) to a third party, regardless of the terms of the
transaction documents. In the event the County rejects the Ground Lease, the Trustee, on behalf of the Owners
of the Bonds, would have a pre-petition unsecured claim and this claim would be treated in a manner under a
Plan over the objections of the Trustee or Owners of the Bonds. Moreover, such rejection may terminate both
the Ground Lease and the Facilities Lease and the obligations of the County to make payments thereunder.

Bankruptcy of the Issuer. While the Issuer’s purposes and activities are contractually limited pursuant
to the financing documents, which restrictions may reduce the risk of bankruptcy, the Issuer was not
established and has not been operated as a special-purpose bankruptcy-remote entity and the Issuer could file
for bankruptcy protection pursuant to the provisions of the Bankruptcy Code. The Issuer is subject to the
voluntary and involuntary procedures of the Bankruptcy Code. Should the Issuer file for bankruptcy, there
could be adverse effects on the Bondowners. These adverse effects could include, but might not be limited to,
one or more of the following.

First, the automatic stay provisions of the Bankruptcy Code could prevent (unless approval of the
bankruptcy court was obtained) any action to collect any amount owing by the Issuer under the financing
documents, or any action to enforce any obligation of the Issuer under the financing documents; in particular,
the Trustee may be prevented from exercising any of the rights of the Issuer that have been assigned to the
Trustee. These restrictions may also limit the ability of the Trustee to make payments to the Bondowners from
funds in the Trustee’s possession during the pendency of the bankruptcy proceedings. Unless the bankruptcy
court grants relief from the automatic stay during the course of the bankruptcy case (upon motion made by a
party in interest and after notice and a hearing), the automatic stay will remain in effect until the earliest of (a)
the time the case is closed, (b) the time the case is dismissed, or (¢) the time a discharge is granted or denied.

Second, with the authorization of the bankruptcy court, the Issuer might be able to reject one or more
of the financing documents to the extent such documents constitute executory contracts or unexpired leases, or
any other executory contract or unexpired lease to which the Issuer is a party. A rejection of an executory
contract or unexpired lease by the Issuer would generally excuse the Issuer from any further performance
(including payment obligations) under such agreement, but would give rise to an unsecured claim for damages
arising from such rejection. If any of the financing documents which constitute executory contracts or
unexpired leases were rejected, any rights of the Issuer under such agreement that have been assigned to the
Trustee may be adversely affected. If the Lease is rejected, the County would have the option to either treat the
Lease as terminated or to remain in possession of the Premises. If the County treats the Lease as terminated,
then the County would no longer be obligated to make any payments under the Lease, but the County would
likely be required to vacate the Premises. If the County remains in possession, it will be obligated to pay rent,
but it may be able to reduce its rent payments by the amount of damages that it has suffered. Any pre-
bankruptcy agreement by the County not to treat the Lease as terminated may or may not be enforceable.
Under such circumstances, the holders of the Bonds could be treated as general unsecured creditors of the
Issuer and there could be delays or reductions in, or the elimination of, payments on the Bonds.

Third, payments previously made to the Bondowners during the 90 days immediately preceding the
filing of a bankruptcy petition may be subject to avoidance as preferential transfers, in which event the
Bondowners may be required to return such payments.

Fourth, the Issuer may be able to use any of its property that is subject to the lien of the Indenture or
any of the other financing documents as long as the bankruptcy court determines that the rights of the Trustee
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and the Bondowners will be adequately protected. Additionally, the Issuer may under certain circumstances be
able to sell its property that is subject to the lien of the Indenture or any of the other financing documents free
and clear of such lien (with the lien attaching to the sale proceeds), so long as the legal requirements for a sale
free and clear are determined by the bankruptcy court to be satisfied.

Fifth, the Issuer might be able, without the consent and over the objection of the Trustee and the
Bondowners to alter the priority, principal amount, interest rate, payment terms, collateral, maturity dates,
payment sources, covenants (including tax-related covenants) and other terms or provisions of the financing
documents pursuant to a confirmed plan of reorganization; such alterations could not be made, however, unless
the bankruptcy court determines that they are fair and equitable and otherwise consistent with certain legal
requirements established in the Bankruptcy Code. In addition, with the authorization of the bankruptcy court,
the Issuer may assign its rights and obligations under any of the financing documents, or any other agreement
to which the Issuer is a party, to another entity, despite any contractual prohibition to the contrary, subject to
satisfaction of certain requirements established under the Bankruptcy Code.

Sixth, the Issuer may be able, with the approval of the bankruptcy court but without the consent and
over the objection of the Trustee and the holders of the Bonds, and without complying with the terms of the
transaction documents, to sell the Premises [and the Site]. If the Premises [and the Site] are sold, it is not clear
whether or not the Lease would automatically terminate. If the Lease does terminate, the County would no
longer be obligated to make any payments under the Lease. Under such circumstances, the holders of the
Bonds could be treated as general unsecured creditors of the Issuer and there could be delays or reductions in,
or the elimination of, payments on the Bonds.

Ninth, the assignment of the Lease assigns to the Trustee the Issuer’s rights to receive payments from
the County and the Issuer’s rights to enforce the Lease against the County. If a bankruptcy court were to
conclude that this assignment was for security purposes only, and was not an absolute assignment, then, unless
the authorization of the bankruptcy court has been obtained, the Trustee may be prohibited from enforcing the
Lease against the County and the Issuer may be able to require that the County make all payments under the
Lease to the Issuer, rather than to the Trustee. In addition, the holders of the Bonds could be treated as having
made a loan to the Issuer, rather than the County or the Issuer.

The Issuer could threaten to take any of the actions described above as part of negotiations to alter its
obligations under the Lease or the other transaction documents.

The occurrence of any of these, as well as the occurrence of other possible effects of a bankruptcy of
the Issuer, could result in delays or reductions in payments to the Bondowners. In addition, a bankruptcy
trustee or the borrower as a debtor in possession could take action which could adversely affect the exclusion
of the interest on with respect to the Bonds from gross income for federal income tax purposes.

Limitations on Remedies; No Acceleration of Base Rent Upon an Event of Default

If the County commits an Event of Default under the Facilities Lease and fails to cure such default
within the time period provided therein, then the Issuer shall have the right to pursue any and all remedies
available at law or in equity, including without limitation, the right to (a) terminate the Facilities Lease or (b)
so long as the Issuer or its assignee does not terminate the County’s right to possession, the Facilities Lease
shall continue in effect and the Issuer or its assignee shall have the right enforce all of its rights and remedies
under the Facilities Lease, including the right to recover Base Rent payments as they become due hereunder
pursuant to Section 1951.4 of the California Civil Code. Notwithstanding the foregoing, in no event shall
the Issuer have the right to accelerate any payments owing by the County under the Facilities Lease.

In the event of default under the Indenture, the Trustee may exercise certain remedies under the
Indenture and the Other Documents. In the event of a monetary default under the Indenture and foreclosure of
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the Deed of Trust, the Trustee has the right to enter and take possession of the Premises, and the Trustee may
hold, operate, manage or relet the Premises and apply revenues therefrom toward payment of the Bonds.

There is no available remedy of acceleration of the total Rent due over the term of the Lease. The
County will only be liable for the Rent on an annual basis and the Trustee would be required to seek a separate
judgment each year for that year’s Rent due. Any such suit for money damages could be subject to limitations
on legal remedies against public agencies in California, including a limitation on enforcement of judgments
against funds needed to serve the public welfare and interest.

Due to the specialized nature of the Premises, the Trustee may have limited ability to relet the
Premises to provide a source of funds sufficient to pay the principal of and interest on the Bonds, so as to
preserve the tax-exempt nature of the interest on the Bonds. Given the governmental function of the Premises,
it is not certain whether a court would permit the exercise of the remedies of repossession and reletting with
respect to the Premises. The current exemption from City zoning requirements would no longer apply if the
Premises is no longer leased by the County. It is impossible to estimate the cost, feasibility or time required to
comply with any existing zoning requirements at the time of reletting. In addition, there can be no assurance
that the Trustee will be able to realize from the re-leasing of the Premises an amount sufficient to pay principal
of and interest on the Bonds.

The rights and remedies contained in the Indenture and the Lease may be limited by and are subject to
provisions of 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 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 power inherent in the sovereignty of the State and its
governmental bodies in the interest of serving a significant and legitimate public purpose and the limitations on
remedies against counties in the State.

Hazardous Substances

The existence or discovery of hazardous materials may limit the beneficial use of the Property. In
general, the owners and lessees of the Property 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 California laws with regard to hazardous
substances are also similarly stringent. Under many of these laws, the owner or lessee is obligated to remedy a
hazardous substance condition of the property whether or not the owner or lessee had anything to do with
creating or handling the hazardous substance.

Further it is possible that the beneficial use of the Property may be limited in the future resulting from
the current existence on the Property 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 Property 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 limit the beneficial use of the

Property.
[Description of and results from extensive Phase II testing to come. ]

Pursuant to the Ground Lease, the Issuer shall cause any environmental remediation contemplated in
the approved Project Budget to be completed at the Ground Lease Premises (the “Environmental Work™).
Other than the completion of the Environmental Work, the County shall be solely responsible for all claims,
judgments, damages, penalties, fines, expenses, liabilities or losses relating to the presence, release or disposal
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of Hazardous Substances that (i) were present in the soil, groundwater, soil vapor, or anywhere on, in, or under
the Ground Lease Premises as of the effective date thereof; (ii) are at any time present on any adjacent property
owned or controlled by the County and which result in contamination of the Ground Lease Premises; or (iii)
contaminate the Ground Lease Premises as a result of the act or omission of County or the act or omission of
any party for which County is liable.

Seismic Events

The Premises is located within a seismically active area, and damage to the Premises from an
earthquake could be substantial. Under the Facilities Lease, neither the County nor the Issuer is required to
maintain earthquake insurance. The County presently maintains earthquake insurance on certain of its
properties, including the Premises. [Confirm] However, such insurance is less than the value of all the insured
properties, is less than the initial aggregate principal amount of the Bonds and is not required to be used, if
obtained, to replace or repair the Premises or to redeem the Bonds. If the proceeds of any earthquake insurance
were not used or were insufficient to replace or repair the damage caused to the Premises, the County would be
limited to its general fund, reserves and emergency grants, if any, in seeking to make appropriate repairs.
Pending such repairs, the County’s obligation to pay Base Rent under the Facilities Lease would be subject to
abatement. See “CERTAIN RISK FACTORS — Abatement.”

Economic Conditions in the State of California

State income tax and other receipts can fluctuate significantly from year to year, depending on
economic conditions in the State and the nation. Decreases in the State’s General Fund revenues may
significantly affect appropriations made by the State to public agencies, including the County. See APPENDIX
A —“COUNTY OF LOS ANGELES INFORMATION STATEMENT.”

Loss of Tax Exemption

As discussed under the caption “TAX MATTERS,” in order to maintain the exclusion from gross
income for federal income tax purposes of the interest on the Bonds, the Issuer and the County have
covenanted in the Indenture and Facilities Lease not to take any action, or fail to take any action, if such action
or failure to take such action would adversely affect the exclusion from gross income of interest on the Bonds
under Section 103 of the Internal Revenue Code of 1986, as amended. Interest on the Bonds could become
includable in gross income for purposes of Federal income taxation retroactive to the date the Bonds were
issued, as a result of acts or omissions of the Issuer or the County in violation of the Code. Should such an
event of taxability occur, the Bonds are not subject to early redemption and will remain outstanding to maturity
or until prepaid under the optional redemption provisions of the Indenture.

TAX MATTERS
Tax-Exempt Bonds

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Issuer (“Bond Counsel”),
based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other
matters, the accuracy of certain representations and compliance with certain covenants, interest on the Tax-
Exempt Bonds is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income taxes.
Bond Counsel is of the further opinion that interest on the Tax-Exempt Bonds is not a specific preference item
for purposes of the federal alternative minimum tax. A complete copy of the proposed form of opinion of Bond
Counsel is set forth in Appendix D hereto.

To the extent the issue price of any maturity of the Tax-Exempt Bonds is less than the amount to be
paid at maturity of such Tax-Exempt Bonds (excluding amounts stated to be interest and payable at least
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annually over the term of such Tax-Exempt Bonds), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each Beneficial Owner thereof, is treated as interest on the
Tax-Exempt Bonds which is excluded from gross income for federal income tax purposes and State of
California personal income taxes. For this purpose, the issue price of a particular maturity of the Tax-Exempt
Bonds is the first price at which a substantial amount of such maturity of the Tax-Exempt Bonds is sold to the
public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of the
Tax-Exempt Bonds accrues daily over the term to maturity of such Tax-Exempt Bonds on the basis of a
constant interest rate compounded semi-annually (with straight-line interpolations between compounding
dates). The accruing original issue discount is added to the adjusted basis of such Tax-Exempt Bonds to
determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such
Tax-Exempt Bonds. Beneficial Owners of the Tax-Exempt Bonds should consult their own tax advisors with
respect to the tax consequences of ownership of Tax-Exempt Bonds with original issue discount, including the
treatment of Beneficial Owners who do not purchase such Tax-Exempt Bonds in the original offering to the
public at the first price at which a substantial amount of such Tax-Exempt Bonds is sold to the public.

Tax-Exempt Bonds purchased, whether at original issuance or otherwise, for an amount higher than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium
in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal
income tax purposes. However, the amount of tax-exempt interest received, and a Beneficial Owner’s basis in
a Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable to such
Beneficial Owner. Beneficial Owners of Premium Bonds should consult their own tax advisors with respect to
the proper treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Tax-Exempt Bonds. The
Issuer has made certain representations and covenanted to comply with certain restrictions, conditions and
requirements designed to ensure that interest on the Tax-Exempt Bonds will not be included in federal gross
income. Inaccuracy of these representations or failure to comply with these covenants may result in interest on
the Tax-Exempt Bonds being included in gross income for federal income tax purposes, possibly from the date
of original issuance of the Tax-Exempt Bonds. The opinion of Bond Counsel assumes the accuracy of these
representations and compliance with these covenants. Bond Counsel has not undertaken to determine (or to
inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or any
other matters coming to Bond Counsel’s attention after the date of issuance of the Tax-Exempt Bonds may
adversely affect the value of, or the tax status of interest on, the Tax-Exempt Bonds. Accordingly, the opinion
of Bond Counsel is not intended to, and may not, be relied upon in connection with any such actions, events or
matters.

Although Bond Counsel is of the opinion that interest on the Tax-Exempt Bonds is excluded from
gross income for federal income tax purposes and is exempt from State of California personal income taxes,
the ownership or disposition of, or the accrual or receipt of amounts treated as interest on, the Tax-Exempt
Bonds may otherwise affect a Beneficial Owner’s federal, state or local tax liability. The nature and extent of
these other tax consequences depends upon the particular tax status of the Beneficial Owner or the Beneficial
Owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax
consequences.

Current and future legislative proposals, if enacted into law, clarification of the Code or court
decisions may cause interest on the Tax-Exempt Bonds to be subject, directly or indirectly, in whole or in part,
to federal income taxation or to be subject to or exempted from state income taxation, or otherwise prevent
Beneficial Owners from realizing the full current benefit of the tax status of such interest. The introduction or
enactment of any such legislative proposals or clarification of the Code or court decisions may also affect,
perhaps significantly, the market price for, or marketability of, the Tax-Exempt Bonds. Prospective purchasers
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of the Tax-Exempt Bonds should consult their own tax advisors regarding the potential impact of any pending
or proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel is expected to
express no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the Tax-
Exempt Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or
the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the
future activities of the Issuer or about the effect of future changes in the Code, the applicable regulations, the
interpretation thereof or the enforcement thereof by the IRS. The Issuer has covenanted, however, to comply
with the requirements of the Code.

Bond Counsel’s engagement with respect to the Tax-Exempt Bonds ends with the issuance of the Tax-
Exempt Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Issuer or the
Beneficial Owners regarding the tax-exempt status of the Tax-Exempt Bonds in the event of an audit
examination by the IRS. Under current procedures, parties other than the Issuer and its appointed counsel,
including the Beneficial Owners, would have little, if any, right to participate in the audit examination process.
Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds is
difficult, obtaining an independent review of IRS positions with which the Issuer legitimately disagrees, may
not be practicable. Any action of the IRS, including but not limited to selection of the Tax-Exempt Bonds for
audit, or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the
market price for, or the marketability of, the Tax-Exempt Bonds, and may cause the Issuer or the Beneficial
Owners to incur significant expense.

Federally Taxable Bonds

In the opinion of Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court
decisions, and assuming, among other matters, the accuracy of certain representations and compliance with
certain covenants, interest on the Federally Taxable Bonds is exempt from State of California personal income
taxes. Interest on the Federally Taxable Bonds is not excluded from gross income for federal income tax
purposes under Section 103 of the Code. Bond Counsel expresses no opinion regarding any other tax
consequences relating to the ownership or disposition of, or the amount, accrual, or receipt of interest on, the
Federally Taxable Bonds. The proposed form of opinion of Bond Counsel is contained in Appendix D hereto.

The following discussion summarizes certain U.S. federal tax considerations generally applicable to
holders of the Federally Taxable Bonds that acquire their Federally Taxable Bonds in the initial offering. The
discussion below is based upon laws, regulations, rulings, and decisions in effect and available on the date
hereof, all of which are subject to change, possibly with retroactive effect. Prospective investors should note
that no rulings have been or are expected to be sought from the IRS with respect to any of the U.S. federal tax
consequences discussed below, and no assurance can be given that the IRS will not take contrary positions.
Further, the following discussion does not deal with U.S. tax consequences applicable to any given investor,
nor does it address the U.S. tax considerations applicable to all categories of investors, some of which may be
subject to special taxing rules (regardless of whether or not such investors constitute U.S. Holders), such as
certain U.S. expatriates, banks, REITs, RICs, insurance companies, tax-exempt organizations, dealers or
traders in securities or currencies, partnerships, S corporations, estates and trusts, investors that hold their
Federally Taxable Bonds as part of a hedge, straddle or an integrated or conversion transaction, or investors
whose “functional currency” is not the U.S. dollar. Furthermore, it does not address (i) alternative minimum
tax consequences, (ii) the net investment income tax imposed under Section 1411 of the Code, or (iii) the
indirect effects on persons who hold equity interests in a holder. This summary also does not consider the
taxation of the Federally Taxable Bonds under state, local or non-U.S. tax laws. In addition, this summary
generally is limited to U.S. tax considerations applicable to investors that acquire their Federally Taxable
Bonds pursuant to this offering for the issue price that is applicable to such Federally Taxable Bonds (i.e., the
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price at which a substantial amount of the Federally Taxable Bonds are sold to the public) and who will hold
their Federally Taxable Bonds as “capital assets” within the meaning of Section 1221 of the Code.

As used herein, “U.S. Holder” means a beneficial owner of a Federally Taxable Bond that for U.S.
federal income tax purposes is an individual citizen or resident of the United States, a corporation or other
entity taxable as a corporation created or organized in or under the laws of the United States or any state
thereof (including the District of Columbia), an estate the income of which is subject to U.S. federal income
taxation regardless of its source or a trust where a court within the United States is able to exercise primary
supervision over the administration of the trust and one or more United States persons (as defined in the Code)
have the authority to control all substantial decisions of the trust (or a trust that has made a valid election under
U.S. Treasury Regulations to be treated as a domestic trust). As used herein, “Non-U.S. Holder” generally
means a beneficial owner of a Federally Taxable Bond (other than a partnership) that is not a U.S. Holder. Ifa
partnership holds Federally Taxable Bonds, the tax treatment of such partnership or a partner in such
partnership generally will depend upon the status of the partner and upon the activities of the partnership.
Partnerships holding Federally Taxable Bonds, and partners in such partnerships, should consult their own tax
advisors regarding the tax consequences of an investment in the Federally Taxable Bonds (including their
status as U.S. Holders or Non-U.S. Holders).

Notwithstanding the rules described below, it should be noted that, under newly enacted law that is
effective for tax years beginning after December 31, 2017 (or, in the case of original issue discount, for tax
years beginning after December 31, 2018), certain taxpayers that are required to prepare certified financial
statements or file financial statements with certain regulatory or governmental agencies may be required to
recognize income, gain and loss with respect to the Federally Taxable Bonds at the time that such income, gain
or loss is recognized on such financial statements instead of under the rules described below.

Prospective investors should consult their own tax advisors in determining the U.S. federal, state, local
or non-U.S. tax consequences to them from the purchase, ownership and disposition of the Federally Taxable
Bonds in light of their particular circumstances.

U.S. Holders

Interest. Interest on the Federally Taxable Bonds generally will be taxable to a U.S. Holder as
ordinary interest income at the time such amounts are accrued or received, in accordance with the U.S.
Holder’s method of accounting for U.S. federal income tax purposes.

Federally Taxable Bonds purchased for an amount in excess of the principal amount payable at
maturity (or, in some cases, at their earlier call date) will be treated as issued at a premium. A U.S. Holder of a
Federally Taxable Bond issued at a premium may make an election, applicable to all debt securities purchased
at a premium by such U.S. Holder, to amortize such premium, using a constant yield method over the term of
such Federally Taxable Bond.

Sale or Other Taxable Disposition of the Federally Taxable Bonds. Unless a nonrecognition provision
of the Code applies, the sale, exchange, redemption, retirement (including pursuant to an offer by the Issuer) or
other disposition of a Federally Taxable Bond will be a taxable event for U.S. federal income tax purposes. In
such event, in general, a U.S. Holder of a Federally Taxable Bond will recognize gain or loss equal to the
difference between (i) the amount of cash plus the fair market value of property received (except to the extent
attributable to accrued but unpaid interest on the Federally Taxable Bond, which will be taxed in the manner
described above) and (ii) the U.S. Holder’s adjusted U.S. federal income tax basis in the Federally Taxable
Bond (generally, the purchase price paid by the U.S. Holder for the Federally Taxable Bond, decreased by any
amortized premium). Any such gain or loss generally will be capital gain or loss. In the case of a non-
corporate U.S. Holder of the Federally Taxable Bonds, the maximum marginal U.S. federal income tax rate
applicable to any such gain will be lower than the maximum marginal U.S. federal income tax rate applicable
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to ordinary income if such U.S. holder’s holding period for the Federally Taxable Bonds exceeds one year.
The deductibility of capital losses is subject to limitations.

Defeasance of the Federally Taxable Bonds. If the Issuer defeases any Federally Taxable Bond, the
Federally Taxable Bond may be deemed to be retired and “reissued” for U.S. federal income tax purposes as a
result of the defeasance. In that event, in general, a holder will recognize taxable gain or loss equal to the
difference between (i) the amount realized from the deemed sale, exchange or retirement (less any accrued
qualified stated interest which will be taxable as such) and (ii) the holder’s adjusted tax basis in the Federally
Taxable Bond.

Information Reporting and Backup Withholding. Payments on the Federally Taxable Bonds generally
will be subject to U.S. information reporting and possibly to “backup withholding.” Under Section 3406 of the
Code and applicable U.S. Treasury Regulations issued thereunder, a non-corporate U.S. Holder of the
Federally Taxable Bonds may be subject to backup withholding at the current rate of 24% with respect to
“reportable payments,” which include interest paid on the Federally Taxable Bonds and the gross proceeds of a
sale, exchange, redemption, retirement or other disposition of the Federally Taxable Bonds. The payor will be
required to deduct and withhold the prescribed amounts if (i) the payee fails to furnish a U.S. taxpayer
identification number (“TIN”) to the payor in the manner required, (ii) the IRS notifies the payor that the TIN
furnished by the payee is incorrect, (iii) there has been a “notified payee underreporting” described in Section
3406(c) of the Code or (iv) the payee fails to certify under penalty of perjury that the payee is not subject to
withholding under Section 3406(a)(1)(C) of the Code. Amounts withheld under the backup withholding rules
may be refunded or credited against the U.S. Holder’s federal income tax liability, if any, provided that the
required information is timely furnished to the IRS. Certain U.S. holders (including among others,
corporations and certain tax-exempt organizations) are not subject to backup withholding. A holder’s failure
to comply with the backup withholding rules may result in the imposition of penalties by the IRS.

Non-U.S. Holders

Interest. Subject to the discussions below under the headings “Information Reporting and Backup
Withholding” and “Foreign Account Tax Compliance Act,” payments of principal of, and interest on, any
Federally Taxable Bond to a Non-U.S. Holder, other than (1) a controlled foreign corporation, a such term is
defined in the Code, which is related to the Issuer through stock ownership and (2) a bank which acquires such
Federally Taxable Bond in consideration of an extension of credit made pursuant to a loan agreement entered
into in the ordinary course of business, will not be subject to any U.S. federal withholding tax provided that the
beneficial owner of the Federally Taxable Bond provides a certification completed in compliance with
applicable statutory and regulatory requirements, which requirements are discussed below under the heading
“Information Reporting and Backup Withholding,” or an exemption is otherwise established.

Disposition of the Federally Taxable Bonds. Subject to the discussions below under the headings
“Information Reporting and Backup Withholding” and “FATCA,” any gain realized by a Non-U.S. Holder
upon the sale, exchange, redemption, retirement (including pursuant to an offer by the Issuer or a deemed
retirement due to defeasance of the Federally Taxable Bond) or other disposition of a Federally Taxable Bond
generally will not be subject to U.S. federal income tax, unless (i) such gain is effectively connected with the
conduct by such Non-U.S. Holder of a trade or business within the United States; or (ii) in the case of any gain
realized by an individual Non-U.S. Holder, such holder is present in the United States for 183 days or more in
the taxable year of such sale, exchange, redemption, retirement (including pursuant to an offer by the Issuer) or
other disposition and certain other conditions are met.

U.S. Federal Estate Tax. A Federally Taxable Bond that is held by an individual who at the time of
death is not a citizen or resident of the United States will not be subject to U.S. federal estate tax as a result of
such individual’s death, provided that, at the time of such individual’s death, payments of interest with respect
to such Federally Taxable Bond would not have been effectively connected with the conduct by such
individual of a trade or business within the United States.
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Information Reporting and Backup Withholding. Subject to the discussion below under the heading
“FATCA,” under current U.S. Treasury Regulations, payments of principal and interest on any Federally
Taxable Bonds to a holder that is not a United States person will not be subject to any backup withholding tax
requirements if the beneficial owner of the Federally Taxable Bond or a financial institution holding the
Federally Taxable Bond on behalf of the beneficial owner in the ordinary course of its trade or business
provides an appropriate certification to the payor and the payor does not have actual knowledge that the
certification is false. If a beneficial owner provides the certification, the certification must give the name and
address of such owner, state that such owner is not a United States person, or, in the case of an individual, that
such owner is neither a citizen nor a resident of the United States, and the owner must sign the certificate under
penalties of perjury. The current backup withholding tax rate is 24%.

Foreign Account Tax Compliance Act (“FATCA”) — U.S. Holders and Non-U.S. Holders

Sections 1471 through 1474 of the Code impose a 30% withholding tax on certain types of payments
made to foreign financial institutions, unless the foreign financial institution enters into an agreement with the
U.S. Treasury to, among other things, undertake to identify accounts held by certain U.S. persons or U.S.-
owned entities, annually report certain information about such accounts, and withhold 30% on payments to
account holders whose actions prevent it from complying with these and other reporting requirements, or
unless the foreign financial institution is otherwise exempt from those requirements. In addition, FATCA
imposes a 30% withholding tax on the same types of payments to a non-financial foreign entity unless the
entity certifies that it does not have any substantial U.S. owners or the entity furnishes identifying information
regarding each substantial U.S. owner. Failure to comply with the additional certification, information
reporting and other specified requirements imposed under FATCA could result in the 30% withholding tax
being imposed on payments of interest and principal under the Federally Taxable Bonds and sales proceeds of
Federally Taxable Bonds held by or through a foreign entity. In general, withholding under FATCA currently
applies to payments of U.S. source interest (including OID) and, under current guidance, will apply to (i) gross
proceeds from the sale, exchange or retirement of debt obligations paid after December 31, 2018 and (ii)
certain “passthru” payments no earlier than January 1, 2019. Prospective investors should consult their own
tax advisors regarding FATCA and its effect on them.

The foregoing summary is included herein for general information only and does not discuss all
aspects of U.S. federal taxation that may be relevant to a particular holder of Federally Taxable Bonds in light
of the holder’s particular circumstances and income tax situation. Prospective investors are urged to consult
their own tax advisors as to any tax consequences to them from the purchase, ownership and disposition of
Federally Taxable Bonds, including the application and effect of state, local, non-U.S., and other tax laws.

CONTINUING DISCLOSURE

Continuing Disclosure Undertaking of the Issuer. Pursuant to the Indenture, the Issuer has
covenanted to provide, or cause to be provided, by not later than April 1 following each fiscal year of the
Issuer (currently June 30), commencing on April 1, 2019, to the MSRB through its EMMA system certain
annual financial information and operating data and, not later than ten Business Days after their occurrence,
notice of certain enumerated events. These covenants have been made in order to assist the Underwriter of the
Bonds in complying with the Rule. See APPENDIX E — “CONTINUING DISCLOSURE UNDERTAKINGS
OF THE ISSUER AND THE COUNTY — CONTINUING DISCLOSURE UNDERTAKING OF THE
ISSUER.”

Continuing Disclosure Undertaking of the County. Pursuant to the Continuing Disclosure Certificate
to be executed in connection with the issuance of the Bonds, the County has covenanted to provide, or cause to
be provided, by not later than April 1 of each fiscal year, commencing on April 1, 2019, to the MSRB through
its EMMA system certain annual financial information and operating data and, in a timely manner, notice of
certain enumerated events. These covenants have been made in order to assist the Underwriter of the Bonds in
complying with the Rule. See APPENDIX E — “CONTINUING DISCLOSURE UNDERTAKINGS OF THE
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ISSUER AND THE COUNTY - FORM OF CONTINUING DISCLOSURE CERTIFICATE OF THE
COUNTY.”

CERTAIN LEGAL MATTERS

The validity of the Bonds and certain other legal matters are subject to the approving opinion of
Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Issuer. Bond Counsel has not undertaken any
responsibility for the accuracy, completeness or fairness of this Official Statement. A complete copy of the
proposed form of opinion of Bond Counsel is contained in APPENDIX D — “PROPOSED FORM OF BOND
COUNSEL OPINION.” Certain legal matters will be passed upon for the Issuer by Hillis Clark Martin &
Peterson P.S., Seattle, Washington, and Glaser Weil Fink Howard Avchen & Shapiro LLP, Los Angeles,
California, for the County by the County Counsel’s Office, Hawkins Delafield & Wood LLP, Disclosure
Counsel, and Loeb and Loeb, LLP and for the Underwriter by its counsel, Katten Muchin Rosenman LLP,
New York, New York.

FINANCIAL STATEMENTS

The financial statements of the County for the Fiscal Year ended June 30, 2017, pertinent sections of
which are included in Appendix B to this Official Statement, have been audited by Macias Gini & O’Connell
LLP (the “Independent Auditor”), certified public accountants, as stated in their report appearing in Appendix
B. The Independent Auditor has not consented to the inclusion of its report as Appendix B and has not
undertaken to update its report or to take any action intended or likely to elicit information concerning the
accuracy, completeness or fairness of the statements made herein, and no opinion is expressed by Independent
Auditor with respect to any event subsequent to its report dated December 15, 2017.

MUNICIPAL ADVISOR

Montague DeRose and Associates, LLC has served as Municipal Advisor to the County in connection
with the issuance of the Bonds. The Municipal Advisor has not been engaged, nor has it undertaken, to make
an independent verification or assume responsibility for the accuracy, completeness, or fairness of the
information contained herein.

LITIGATION

Litigation relating to the Issuer. To the best knowledge of the Issuer, there is no litigation pending or
threatened against the Issuer concerning the validity of the Bonds or challenging any action taken by the Issuer
in connection with the authorization of the Indenture, the Ground Lease, the Facilities Lease or any other
document relating to the Bonds to which the Issuer is or is to become a party or the performance by the Issuer
of any of its obligations under any of the foregoing.

Litigation relating to the County. To the best knowledge of the County, there is no litigation pending
or threatened against the County concerning the validity of the Bonds or challenging any action taken by the
County in connection with the authorization of the Ground Lease, the Facilities Lease or any other document
relating to the Bonds to which the County is or is to become a party or the performance by the County of any
of its obligations under any of the foregoing.

There are a number of lawsuits and claims pending against the County. Included in these are a number
of property damage, personal injury and wrongful death actions seeking damages in excess of the County’s
insurance limits. In the opinion of the County Counsel, such suits and claims as are presently pending will not
materially impair the ability of the County to make the Rent payments when due. See APPENDIX A —
“COUNTY OF LOS ANGELES INFORMATION STATEMENT — General Litigation.”
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RATINGS

Fitch Ratings, Inc. (“Fitch”), Moody’s Investors Service (“Moody’s”) and Standard & Poor’s Ratings
Services, a division of The McGraw-Hill Companies, Inc. (“Standard & Poor’s”) have assigned the Bonds
ratings of “ )7 “  and “ )" respectively. Such ratings reflect only the views of Fitch, Moody’s and
Standard & Poor’s, and do not constitute a recommendation to buy, sell or hold the Bonds. Explanation of the
significance of such ratings may be obtained only from the respective organizations at: Fitch, 33 Whitehall
Street, New York, New York 10004; Moody’s Investors Service, Inc., 7 World Trade Center, 250 Greenwich
Street, New York, New York 10007-2796; and Standard and Poor’s Ratings Services, 55 Water Street, New
York, New York 10041. There is no assurance that any such ratings will continue for any given period of time
or that they will not be revised downward or withdrawn entirely by the respective rating agencies, if in the
judgment of any such rating agency circumstances so warrant. Any such downward revision or withdrawal of
such ratings may have an adverse effect on the market price of the Bonds.

UNDERWRITING
The Bonds are being purchased by Barclays Capital Inc. (the “Underwriter”). The Underwriter has
agreed to purchase the Bonds from the Issuer at an aggregate purchase price of $ (consisting of the
aggregate principal amount of the Bonds, plus an original issue premium of $ and less an

underwriter’ discount of $ ), pursuant to the terms of the Bond Purchase Agreement. The Bond
Purchase Agreement provides that the obligations of the Underwriter are subject to certain conditions
precedent and that the Underwriter will be obligated to purchase all of the Bonds offered under the Bond
Purchase Agreement if any of the Bonds offered thereunder are purchased.

ADDITIONAL INFORMATION

Included herein are brief summaries of certain documents and reports, which summaries do not
purport to be complete or definitive, and reference is made to such documents and reports for full and complete
statements of the contents thereof.

The Issuer has approved and authorized the preparation, execution and distribution of this Official
Statement. Any statements in this Official Statement involving matters of opinion, whether or not expressly so
stated, are intended as such, and are not representations of fact. This Official Statement is not to be construed
as an agreement or contract between the Issuer and the purchasers or holders of any Bonds.

LOS ANGELES COUNTY FACILITIES INC.

By:

President
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THE COUNTY OF LOS ANGELES
Information Statement

GENERAL INFORMATION

The County of Los Angeles (the “County”) was established by
an act of the California State Legislature on February 18, 1850
as one of California’s original 27 counties. Located in the
southern coastal portion of the State, the County covers 4,083
square miles and includes 88 incorporated cities as well as
many unincorporated communities. With a population of over
10.2 million in 2017, the County is the most populous of the 58
counties in California and has a larger population than 41
states.

As required by the County Charter, County ordinances, and
State or Federal mandates, the County is responsible for
providing government services at the local level for activities
including public welfare, health and justice, the maintenance of
public records, and administration of ad valorem taxes. The
County provides services such as law enforcement and public
works to cities within the County on a cost-recovery contract
basis. The County also provides certain municipal services to
unincorporated areas of the County and operates recreational
and cultural facilities throughout the County.

COUNTY GOVERNMENT

The County is governed by a five-member Board = of
Supervisors, each of whom is elected by residents from their
respective supervisorial districts to serve four-year terms. The
other elected officials of the County are the Assessor, District
Attorney and Sheriff. On March 5, 2002, County voters
approved two charter amendments that introduced mandatory
term limits for the elected officials of the County. As a result,
each Supervisor is now limited to serving a maximum of three
consecutive terms commencing as of December 2002.

In March 2007, the Board of Supervisors amended the County
Code by adopting the Interim Governance Structure
Ordinance. Under this governance structure, the Board of
Supervisors delegated additional responsibilities for the
administration of the County to the Chief Executive Office (the
“CEO”), including the oversight, evaluation and
recommendation for appointment and removal of specific
department heads and County officers. The five departments
that continued to report directly to the Board of Supervisors
were the Fire Department, Auditor-Controller, County Counsel,
Executive Office of the Board of Supervisors, and the CEO. In
May 2011, the Board of Supervisors further revised the
governance structure by directing the Department of Children
and Family Services and the Probation Department to report
directly to the Board.

Over the last several years, the County has experienced
significant changes to its elected leadership, senior
management personnel and governance structure. In
December 2014, the previous Supervisors for the First District
and the Third District reached their term limits, with their
successors elected by voters in the November 2014 election.
The current Supervisors for the First and Third Districts
commenced their first terms on December 1, 2014. In
November 2014, voters also elected a new Assessor and a
new Sheriff. Other key management changes to County
departments include appointments by the Board of Supervisors
of a new Auditor-Controller in October 2014, a new Treasurer

and Tax Collector in January 2015, a new CEO in October
2015, and a new County Counsel in July 2015. In November
2016, voters elected new Supervisors to the Fourth District and
the Fifth District, replacing the previous Supervisors who had
reached their term limits. The new Supervisors for the Fourth
and Fifth Districts commenced their first terms on December 5,
2016.

On July 7, 2015, the Board of Supervisors approved
recommendations by the CEO to amend the County Code by
repealing the 2007 Interim Governance Structure Ordinance,
and to establish a new governance structure. Under the new
governance structure, all non-elected department heads report
directly to the Board of Supervisors, and all Deputy CEO
positions were eliminated. County departments continue to
report to the CEO for day-to-day operations, and for
administrative and budget matters. The CEO continues to
function as the Board of Supervisor's agent to manage
countywide policy objectives and departmental performance
management. The new governance structure is designed to
streamline County governance by improving communications
with County departments, which will facilitate more effective
decision making and greater responsiveness to the Board of
Supervisors’ policy objectives.

COUNTY SERVICES

The vast majority of the County population resides in the 88
incorporated cities located within its boundaries. The County
provides some municipal services to these cities on a contract
basis under the Contract Services Plan. Established in 1954,
this plan was designed to allow cities to contract for municipal
services without incurring the cost of creating numerous city
departments and facilities. Under the Contract Services Plan,
the County will provide various municipal services to a city on a
cost recovery basis at the same level of service as provided to
the unincorporated areas or at a higher level of service that a
city may choose.

Over one million people live in the unincorporated areas of the
County. For the residents of these areas, the County Board of
Supervisors functions as their “City Council,” and County
departments provide all of their municipal services, including
law enforcement, fire protection, land use and zoning, building
and business permits, road maintenance, animal care and
control, and public libraries. Beyond the unincorporated areas,
the County provides a wide range of services to all citizens
who live within its boundaries.

Many of the County’s core service functions are required by
the County Charter, County ordinances, or by State or Federal
mandate. State and Federal mandated programs, primarily
related to social services and health care, are required to be
maintained at certain minimum levels of service, which can
limit the County’s flexibility in providing these services.

Health and Welfare

Under State Law, the County is required to administer Federal
and State health and welfare programs, and to fund a portion
of the program costs with local revenues, such as sales and
property taxes. Health care services are provided through a
network of County hospitals and comprehensive health



centers. In addition, the County provides public health,
immunization, environmental and paramedic services, and is
responsible for the design and establishment of the county-
wide emergency trauma network, which includes two medical
centers operated by the County. The County also has
responsibility for providing and partially funding mental health,
drug and alcohol abuse prevention, and various other
treatment programs. These services are provided at County
facilities and through a network of contract providers.

While many of the patients receiving services at County
facilities are indigent or covered by Medi-Cal (a State health
insurance program), the County health care delivery system
has been designed with the objective of providing quality
health care services to the entire population. Through its
affiliation with two medical schools and by operating its own
school of nursing, the County Department of Health Services
(“DHS”) is a major provider of health care professionals
throughout California.

Disaster Services

The County operates and coordinates a comprehensive
disaster recovery network that is responsible for providing
critical services in response to floods, fires, storms,
earthquakes, and other emergency events. Centralized
command centers can be established at any Sheriff station or
in mobile trailers throughout the County. To prevent floods and
conserve water, the County maintains and operates a system
of 14 major dams, 172 debris basins, an estimated 120,000
catch basins, 35 sediment placement sites, and over 3,380
miles of storm drains and channels. County lifeguards monitor
25 miles of beachfront and County rescue boats patrol 75
miles of coastline, including the Catalina Channel.

Public Safety

The County criminal justice network is primarily supported by
local County revenue sources, State Public Safety sales tax
revenue and fees from contracting cities. The Sheriff provides
county-wide law enforcement services and will perform specific
functions requested by local police departments, including the
training of thousands of police officers employed by the
incorporated cities of the County. Specifically, the County
provides training for narcotics, vice, homicide, consumer fraud,
and arson investigations, as well as assistance in locating and
analyzing crime scene evidence. The County also operates
and maintains one of the largest jail systems in the United
States, with an average daily inmate population of
approximately 16,613 inmates. This' number includes
approximately 622 inmates who were serving their sentences
outside of the jail in community based alternatives to custody
programs.

General Government

The County is responsible for the administration of the property
tax system, including property assessment, assessment
appeals, collection of taxes, and distribution of property tax
revenue to cities, agencies, special districts, and local school
districts. Another essential general government service is the
County’s voter registration and election system, which provides
services to an estimated 5.3 million registered voters and
maintains approximately 5,000 voting precincts for countywide
elections.

Culture and Recreation

Through a partnership with community leaders, non-profit
organizations, volunteers and the private sector, the County
operates the Music Center complex, which includes the
Dorothy Chandler Pavilion, Mark Taper Forum, Ahmanson
Theater, and the Walt Disney Concert Hall. The County also
functions as the operator of the Hollywood Bowl, the John
Anson Ford Theater, the Los Angeles County Museum of Art,
the Museum of Natural History, and the George C. Page
Museum.

The County manages over 182 parks and operates a network
of regional recreational facilities, including Marina del Rey (a
small craft harbor), 10 regional parks, 44 neighborhood parks,
16 community parks, 14 wildlife sanctuaries, 10 nature centers,
40 public swimming pools, over 200 miles of horse, biking and
hiking trails, and 20 golf courses. The County also maintains
botanical centers, including the Arboretum and Botanic
Garden, the South Coast Botanic Garden, Descanso Gardens,
and the Virginia Robinson Gardens, providing County residents
with valuable environmental and educational resources.

EMPLOYEE RELATIONS/COLLECTIVE BARGAINING

The County has a total workforce of approximately 101,860
with 86.9% of the workforce represented by sixty-one (61)
separate collective bargaining units that are certified employee
organizations. These organizations include the Services
Employees International Union (“SEIU”) Local 721, which
includes twenty-four (24) collective bargaining units that
represent 56.3% of County employees; the Coalition of County
Unions (“CCU”), which includes twenty-two (22) collective
bargaining units that represent 22.8% of County employees;
and the Independent Unions (the “Independent Unions”), which
encompass fifteen (15) collective bargaining units that
represent 7.8% of County employees. Under labor relations
policy direction from the Board of Supervisors and Chief
Executive Officer, the CEO Employee Relations Division is
responsible for negotiating sixty-one (61) individual collective
bargaining agreements for wages and salaries and an
additional two (2) fringe benefit agreements with SEIU Local
721 and the CCU. The Independent Unions are covered by
one of the two fringe benefit agreements.

The County maintains strong working relationships with its
collective bargaining units. The current Memoranda of
Understanding (“MOUSs”) with the various collective bargaining
units cover wages, salaries and fringe benefits. The current
MOUs covering wages and salaries have three-year terms and
provided for a 10% cost of living increase over the term of the
agreements, which have various expiration dates ranging from
December 31, 2017 to September 30, 2018. Non-represented
employees also received the 10% cost of living increase that
was agreed to with its collective bargaining units.

As the result of reopener language related to specific MOU
provisions, the County is currently re-negotiating the MOUs
with Building Trades and Skilled Craftsmen in regard to
compensation rates for apprentices, and with SEIU Local 721
in regard to compensation rates for Nurse Practitioners.

The two (2) MOUs covering fringe benefits, which expire on
September 30, 2018, include provisions to change the
cafeteria plan contributions and subsidies for temporary and
part-time employees, additional annual vacation leave of up to
40 hours after 24 years or more of service, an additional paid
holiday in recognition of Cesar Chavez’' birthday, a change in
eligibility for sick personal leave for rehired retirees, and an
expansion of bereavement leave provisions (SEIU Local 721
Fringe Benefit MOU only).



The County has commenced salary and wage negotiations
with those collective bargaining units with MOUs that expired
on December 31, 2017 and January 31, 2018. The County
expects to begin salary and wage negotiations with the
remaining collective bargaining units (MOU expiration dates of
September 30, 2018) during the summer of 2018. Negotiations
for each of the fringe benefit MOUs are scheduled to begin in
the late spring/early summer of 2018.

RETIREMENT PROGRAM
General Information

All permanent County employees of three-quarter time or more
are eligible for membership in the Los Angeles County
Employees Retirement Association (‘LACERA”). LACERA
was established in accordance with the County Employees
Retirement Law of 1937 (the “Retirement Law”) to administer
the County’s Employee Retirement Trust Fund (the
“Retirement Fund”). LACERA operates as a cost-sharing multi-
employer defined benefit plan for employees of the County, the
Los Angeles Superior Court and four other participating
agencies. The Superior Court and the other four non-County
agencies account for approximately 4.9% of LACERA'’s total
membership.

LACERA is governed by the Board of Retirement, which is
responsible for the administration of the Retirement Fund, the
retiree healthcare program, and the review and processing of
disability retirement applications. The Board of Retirement is
comprised of four positions appointed by the Board of
Supervisors, two positions elected by general LACERA
members, two positions (one active and one alternate) elected
by LACERA safety members and two positions (one active and
one alternate) elected by retired LACERA members. The
County Treasurer and Tax Collector is required by law to serve
as an ex-officio member of the Board of Retirement.

The LACERA plans are structured as “defined benefit” plans in
which benefit allowances are provided based on salary, length
of service, age and membership classification. Law
enforcement officers, firefighters, foresters and lifeguards are
classified as “safety” employees, with all other positions
classified as “general” employees. County employees have the
option to participate in a contribution based defined benefit
plan or a non-contribution based defined benefit plan. In the
contribution based plans (Plans A, B, C, D & G), employees
contribute a fixed percentage of their monthly earnings to
LACERA based on rates determined by LACERA’s
independent actuary. The contribution rates depend upon age,
the date of entry into the plan and the type of membership
(general or safety). County employees who began their
employment after January 4, 1982 also have the option to
participate in Plan E, which is a non-contribution based plan.
The contribution based plans (A through G) have higher
monthly benefit payments for retirees compared to Plan E.

LACERA'’s total membership as of June 30,2017 was 174,778,
consisting of 72,009 active vested members, 25,202 active
non-vested members, 63,324 retired members and 14,243
terminated vested (deferred) members. Of the 97,211 active
members (vested and non-vested), 84,513 are general
members in General Plans A through G, and 12,698 are safety
members in Safety Plans A through C.

Of the 63,324 retired members, 51,083 are general members
in General Plans A through G, and 12,241 are safety members
in Safety Plans A, B and C. Beginning in 1977, both the

General Plan A and the Safety Plan A were closed to new
members. The County elected to close these plans in response
to growing concerns regarding the future cost of Plan A
benefits, which were considerably more generous than other
plan options currently available to County employees.

As of June 30, 2017, approximately 54% of the total active
general members (vested and non-vested) were enrolled in
General Plan D, and over 85% of all active safety members
(vested and non-vested) were enrolled in Safety Plan B. The
basic benefit structure of General Plan D is a "2.0% at 61"
funding formula that provides for annual 2.0% increases in
benefits, with no benefit reductions for members who retire at
age 61 or older. For the Safety Plan B, the benefit structure is
a "2.0% at 50" formula that provides benefit increases of 2.0%
and no benefit reductions beginning at age 50. To illustrate the
potential financial impact of the retirement benefit, a General
Plan D member with 35 years of experience can retire at age
61 with benefits equal to approximately 70% of current salary;
and a Safety Plan B member with 25 years of experience can
retire at age 50 with benefits equal to approximately 50% of
current salary.

2012 State Pension Reform

On September 12, 2012, the Governor signed AB 340 into law,
which established the California Public Employees' Pension
Reform Act (“PEPRA”) to govern pensions for public employers
and public pension plans, effective January 1, 2013. For new
employees hired on or after January 1, 2013, PEPRA includes
pension caps, equal sharing of pension costs, changes to
retirement age, and three-year final compensation provisions.
For all employees, changes required by PEPRA include the
prohibition of retroactive pension increases, pension holidays,
and purchases of service credit.

PEPRA applies to all State and local public retirement
systems, including county and district retirement systems
created pursuant to the Retirement Law, independent public
retirement systems, and to individual retirement plans offered
by public employers. PEPRA only exempts the University of
California system and certain charter cities and counties whose
pension plans are not governed by State law. Because the
County’s retirement system is governed by the County
Employees Retirement Law of 1937, LACERA is required to
comply with the provisions of PEPRA.

As a result of PEPRA, the County implemented General Plan
G and Safety Plan C for new hires, effective January 1, 2013.
Based on the June 30, 2017 Actuarial Valuation (the “2017
Actuarial Valuation”), the total employer contribution rate in
Fiscal Year 2018-19 for new employees hired on and after
January 1, 2013 is 19.49% for General Plan G and 24.93 for
Public Safety Plan C. The new employer contribution rates are
similar to the comparative rates of 19.47% for General Plan D
participants and 26.33% for Public Safety Plan B participants.
The basic benefit structure of Plan G using the PEPRA funding
formula is “2.5% at 67” and provides for annual 2.0% cost of
living adjustments during retirement, with no benefit reductions
for members who retire at age 61 or older. For Safety Plan C,
the benefit structure is a "2.7% at 57" formula that provides for
annual 2.0% cost of living adjustments during retirement, with
no benefit reductions beginning at age 50. Overall, the
implementation of General Plan G and Safety Plan C is
expected to result in a slight decrease to the total normal cost
rate and an increase in the average member contribution rate,
thus resulting in a decrease in the total employer contribution
rate.



Contributions

Employers and members contribute to LACERA based on
rates recommended by the independent actuary (using the
Entry Age Normal Cost Funding Method) and adopted by the
Board of Investments of LACERA (the “Board of Investments”)
and the County’s Board of Supervisors. Contributory plan
members are required to contribute between 5% and 15% of
their annual covered salary. Employers and participating
agencies are required to contribute the remaining amounts
necessary to finance the coverage of their employees
(members) through monthly or annual pre-funded contributions
at actuarially determined rates. The annual contribution rates
are based on the results of investments and various other
factors set forth in the actuarial valuations and investigations of
experience, which are described below.

Investment Policy

The Board of Investments has exclusive control of all
Retirement Fund investments and has adopted an Investment
Policy Statement. The Board of Investments is comprised of
four active and retired members and four public directors
appointed by the Board of Supervisors. The County Treasurer
and Tax Collector serves as an ex-officio member. The
Investment  Policy Statement establishes LACERA’s
investment policies and objectives and defines the principal
duties of the Board of Investments, investment staff,
investment managers, master custodian, and consultants.

Actuarial Valuation

The Retirement Law requires the County to contribute to the
Retirement Fund on behalf of employees using rates
determined by the plan’s independent actuary, which is
currently Milliman Consultants and Actuaries (“Milliman”). Such
rates are required under the Retirement Law to be calculated
at least once every three years. LACERA presently conducts
valuations on an annual basis to assess changes in the
Retirement Fund’s portfolio.

In June 2002, the County and LACERA entered into the
Retirement Benefits Enhancement Agreement (the “2002
Agreement”) to enhance certain retirement benefits in
response to changes to State programs enacted in 2001 and
fringe benefit changes negotiated in 2000. However, unlike
other local governments in California, the County did not agree
to major increases in pension benefits as part of its 2002
Agreement. The 2002 Agreement, which expired in July 2010,
provided for a 30-year rolling amortization period for any
unfunded actuarial accrued liability (“UAAL”). UAAL is defined
as the actuarial accrued liability (“AAL”) minus the actuarial
value of the assets of LACERA at a particular valuation date.

When measuring assets to determine the UAAL, the Board of
Investments has elected to “smooth” gains and losses to
reduce the potential volatility of its funding requirements. If in
any vyear, the actual investment return on the Retirement
Fund’s assets is lower or higher than the current actuarial
assumed rate of return, then the shortfall or excess is
smoothed, or spread, over a multi-year time period. The impact
of this valuation method will result in “smoothed” assets that
are lower or higher than the market value of assets depending
on whether the remaining amount to be smoothed is either a
net gain or a net loss.

In December 2009, the Board of Investments adopted a new
Retirement Benefit Funding Policy (the “2009 Funding Policy”),
which amended the terms of the 2002 Agreement. The impact

of the 2009 Funding Policy on the LACERA plans was
reflected in the June 30, 2009 Actuarial Valuation prepared by
Milliman. The two most significant changes in the 2009
Funding Policy are described as follows:

e Asset Smoothing Period: The smoothing period to account
for asset gains and losses increased from three years to
five years. This initially resulted in a higher Funded Ratio
(as determined by dividing the valuation assets by the
AAL) and a lower contribution rate than would have been
calculated under the previous three-year smoothing
period.

e  Amortization Period: The UAAL is amortized over a closed
thirty-year layered period, compared to an open thirty-year
period under the 2002 Agreement. If LACERA achieves a
Funded Ratio in excess of 100%, the surplus funding
position will be amortized over a thirty-year open period.

In addition to annual actuarial valuations, LACERA requires its
actuary to review the reasonableness of the economic and
non-economic actuarial assumptions every three years. This
review, -.commonly referred to as the Investigation of
Experience, is accomplished by comparing actual results
during the preceding three years to what was expected to
occur according to the actuarial assumptions. On the basis of
this review, the actuary recommends whether any changes in
the assumptions or methodology would allow a more accurate
projection of total benefit liabilities and asset growth. Based on
the Investigation of Experience for the three-year period ended
June 30, 2010, (the “2010 Investigation of Experience”),
Milliman recommended that the Board of Investments consider
the adoption of some key changes to the economic
assumptions related to inflation and investment returns, and
other minor changes to the demographic assumptions.

In October 2011, based on the 2010 Investigation of
Experience, the Board of Investments lowered the assumed
investment rate of return from 7.75% to 7.5%, and to phase in
the reduction over a three-year period commencing as of June
30, 2011. The assumed rates of return were adjusted to 7.7%,
7.6% and 7.5% for the June 30" year-end actuarial valuations
in 2011, 2012 and 2013, respectively.

In December 2013, Milliman released the 2013 Investigation of
Experience for Retirement Benefit Assumptions (the “2013
Investigation of Experience”). The 2013 Investigation of
Experience provided the basis for Milliman’s recommended
changes to the actuarial assumptions in the June 30, 2013
Actuarial Valuation (the “2013 Actuarial Valuation”). The key
changes to the actuarial assumptions proposed by Milliman
included a reduction in the assumed investment rate of return
from 7.5% to 7.25%; reductions in the assumed rates for wage
growth and price inflation from 3.75% and 3.25% to 3.5% and
3.0%, respectively; and a reduction in the mortality rate
(increase in life expectancy) for all retirees. In December 2013,
the Board of Investments approved Milliman’s recommended
changes to the actuarial assumptions to be used in the 2013
Actuarial Valuation, with the exception of the assumed rate of
return, which remained unchanged at 7.5%.

In December 2016, Milliman released the 2016 Investigation of
Experience for Retirement Benefit Assumptions (the “2016
Investigation of Experience”). The 2016 Investigation of
Experience provided the basis for Milliman’s recommended
changes to the actuarial assumptions in the June 30, 2016
Actuarial Valuation (the “2016 Actuarial Valuation”). The key
changes to the actuarial assumptions proposed by Milliman
included a reduction in the assumed investment rate of return



from 7.5% to 7.25%; reductions in the assumed rates for wage
growth and price inflation from 3.50% and 3.00% to 3.25% and
2.75%, respectively; and a reduction in the mortality rate
(increase in life expectancy) for all retirees. In December 2016,
the Board of Investments approved Milliman’s recommended
changes to the actuarial assumptions to be used in the 2016
Actuarial Valuation. However, the resulting increase to the
employer contribution rate will be phased in over a three-year
period beginning in Fiscal Year 2017-18.

UAAL and Deferred Investment Returns

For the June 30, 2016 Actuarial Valuation (the “2016 Actuarial
Valuation”), LACERA reported a rate of return on Retirement
Fund assets of 1.1%, which was significantly lower than the
7.25% assumed rate of return. As a result of the weaker than
assumed investment performance, the market value of
Retirement Fund Assets decreased by $971 million or 2.0% to
$47.847 billion as of June 30, 2016. With the five-year
smoothing process, the actuarial value of Retirement Fund
assets increased by $2.030 billion or 4.3% from $47.328 billion
to $49.358 billion as of June 30, 2016. The 2016 Actuarial
Valuation reported that the AAL increased significantly by
$5.380 billion to $62.199 billion, and the UAAL increased by
$3.350 billion to $12.841 billion from June 30, 2015 to June 30,
2016.

The 2016 Actuarial Valuation provided the basis for
establishing the contribution rates effective July 1, 2017. The
County’s required contribution rate increased from 17.77% to
19.70% of covered payroll in Fiscal Year 2017-18 after partial
phase-in of the new actuarial assumption changes. The
increase in the contribution rate was comprised of an increase
in the funding requirement to finance the UAAL over 30 years
from 8.49% to 11.24%, and an increase in the normal cost
contribution rate from 9.28% to 9.97%.

The increase in the County’s required contribution rate for
Fiscal Year 2017-18 reflects partial recognition of the 2.87%
increase in the contribution rate attributable to the changes in
actuarial assumptions recommended by Milliman for the 2016
Actuarial Valuation. The Board of Investments approved a
gradual phase-in of the increase in the contribution rate over a
three-year period, with the remaining balance of the increase
to be reflected in higher contribution rates for Fiscal Years
2018-19 and 2019-20. If the three-year phase-in had not been
adopted by the Board of Investments, the employer
contribution rate for Fiscal Year 2017-18 would have been
21.21%.

The 2016 Actuarial Valuation did not include $2.012 billion of
net deferred investment losses that will be partially recognized
over the next four fiscal years. If the actual market value of
Retirement Fund assets was used as the basis for the
valuation, the Funded Ratio would have been 76.1% as of
June 30, 2016, and the required County contribution rate would
have been 22.79% for Fiscal Year 2017-18.

For the June 30, 2017 Actuarial Valuation (the “2017 Actuarial
Valuation”), LACERA reported a rate of return on Retirement
Fund assets of 12.7%, which was significantly higher than the
7.25% assumed rate of return. As a result of the stronger than
assumed investment performance, the market value of
Retirement Fund Assets increased by $4.897 billion or 10.0%
to $52.744 billion as of June 30, 2017. With the five-year
smoothing process, the actuarial value of Retirement Fund
assets increased by $2.808 billion or 5.7% from $49.357 billion
to $52.166 billion as of June 30, 2017. The 2017 Actuarial
Valuation reported that the AAL increased significantly by

$3.112 billion to $65.311 billion, and the UAAL increased by
$304 million to $13,145 billion from June 30, 2016 to June 30,
2017.

After reaching a cyclical high of 94.5%, prior to the economic
downturn, the Funded Ratio declined steadily from June 30,
2008 to June 30, 2013. The steady decline in the Funded Ratio
over the five-year period was primarily driven by continuous
growth in the AAL and the partial recognition of significant
actuarial investment losses in Fiscal Years 2008-09 and 2011-
12 (especially the losses in Fiscal Year 2008-09). The $10.428
billion of actuarial investment losses incurred in Fiscal Year
2008-09 were fully accounted for in the valuation of the
Retirement Fund as of June 30, 2013. The Funded Ratio as of
June 30, 2016 decreased to 79.4% from 83.3% in the prior
year, primarily due to changes in the actuarial assumptions for
the 2016 Actuarial Valuation. The Funded Ratio as of June 30,
2017 increased slightly to 79.9% from the prior year, primarily
due to improved investment performance.

The 2017 Actuarial Valuation provides the basis for
establishing the contribution rates effective July 1, 2018. The
County’s required contribution rate will increase from 19.70%
to 20.04% of covered payroll in Fiscal Year 2018-19 after
partial phase-in of the new actuarial assumption changes. The
increase in the contribution rate is comprised of a slight
decrease in the funding requirement to finance the UAAL over
30 years from 11.24% to 11.06%, and a slight decrease in the
normal cost contribution rate from 9.97% to 9.94%.

The increase in the County’s required contribution rate for
Fiscal Year 2018-19 reflects partial recognition of the 2.87%
increase in the contribution rate attributable to the changes in
actuarial assumptions recommended by Milliman for the 2016
Actuarial Valuation. If the three-year phase-in had not been
adopted by the Board of Investments, the employer
contribution rate for Fiscal Year 2018-19 would be 21.00%.

The 2017 Actuarial Valuation does not include $49.907 million
of net deferred investment gains that will be partially
recognized over the next four fiscal years. If the actual market
value of Retirement Fund assets was used as the basis for the
valuation, the Funded Ratio would have been 80.0% as of
June 30, 2017, and the required County contribution rate would
have been 20.96% for Fiscal Year 2018-19.

[As of March 31, 2017, LACERA reported a 9.9% fiscal year to
date return on Retirement Fund assets, which is higher than
the actuarial assumed investment rate of return of 7.25%. The
asset allocation percentages for the Retirement Fund as of
March 31, 2017 were 24.9% domestic equity, 23.6%
international equity, 23.3% fixed income, 11.8% real estate,
9.2% private equity, 2.0% commodities, 2.8% hedge funds and
2.4% cash.] (TO BE UPDATED)

An eight-year history of the County’s UAAL is provided in Table
1 (“Retirement Plan UAAL and Funded Ratio”), and a summary
of investment returns for the prior eight years is presented in
Table 2 (“Investment Return on Retirement Plan Assets”) on
page A-11.

Pension Funding

Since Fiscal Year 1997-98, the County has funded 100% of its
annual actuarially required contribution to LACERA. In Fiscal
Years 2015-16 and 2016-17, the County’s total contributions to
the Retirement Fund were $1.384 billion and $1.335 billion,
respectively. In Fiscal Year 2017-18, the County’s required
contribution payments are projected to increase by over $168



million or 12.6% to $1.503 billion. For Fiscal Year 2018-19, the
County is estimating retirement contribution payments to
LACERA of $1.617 billion, which would represent a 7.6% or
$113.8 million increase from Fiscal Year 2017-18.

A summary of actual and projected County pension payments
to LACERA for the eight-year period ending June 30, 2019 is
presented in Table 3 (“County Pension and OPEB Payments”)
on page A-11.

During the early and mid-1990’s, the County relied heavily
upon the use of excess earnings to fund all or a portion of its
annually required contribution to LACERA. The County’s
excess earnings were generated as a result of an agreement
between the County and LACERA, which allowed the County
to share in Retirement Plan earnings (through June 30, 1998)
in excess of the actuarial assumed rate of return. Beginning in
1996, the County embarked on a multi-year plan to lessen its
reliance on excess earnings by systematically increasing its
net County cost to the Retirement Plan. The required
contribution for Fiscal Year 2007-08 represented the first year
that excess earnings were not used to fund the County’s
required contribution. The remaining balance of excess
earnings maintained with LACERA (the “County Contribution
Credit Reserve”) was $470.71 million as of June 30, 2012. In
Fiscal Year 2012-13, the County transferred $448.8 million
from the County Contribution Credit Reserve to fund the
establishment of a trust to help address the County’s
substantial liability related to other post-employment benefits
(“OPEB”). As of June 30, 2017, the remaining balance in the
County Contribution Credit Reserve was zero.

STAR Program

The Supplemental Targeted Adjustment for Retirees program
(“STAR Program”) is a discretionary program that provides a
supplemental cost-of-living increase from excess earnings to
restore retirement allowances to 80% of the purchasing power
held by retirees at the time of retirement. As of June 30, 2017,
$614 million was available in the STAR Program Reserve to
fund future benefits. Under the 2009 Funding Policy, the entire
STAR Program Reserve was included in the Retirement
Fund’s valuation assets. However, there is no corresponding
liability for any STAR Program benefits in the 2017 Actuarial
Valuation that may be granted in the future. If the STAR
Program Reserve was excluded from the valuation assets, the
County’s required contribution rate would have increased from
20.04% to 20.51% for Fiscal Year 2018-19, and the Funded
Ratio would have decreased from 79.9% to 78.9% as of June
30, 2017. The exclusion of the STAR Program Reserve from
the valuation assets would require the County to increase its
required contribution to LACERA by approximately $35 million
in Fiscal Year 2017-18.

Pension Accounting Standards

In June 2012, the Governmental Accounting Standards Board
(“GASB”) issued new statements to replace the previous
pension accounting and reporting requirements for defined
pension benefit plans such as LACERA, and employers such
as the County. GASB Statement No. 67, Financial Reporting
for Pension Plans, replaces the requirements of GASB
Statement No. 25 and is focused on pension plan
administrators such as LACERA. GASB 67 was implemented
with the issuance of LACERA’s Fiscal Year 2013-14 financial
statements and expanded the pension-related note disclosures
and supplementary information requirements.

GASB Statement No. 68, Accounting and Financial Reporting
for Pensions, has replaced the requirements of GASB
Statement No. 27 and is focused on employers that provide
defined pension benefits such as the County. GASB 68 was
implemented with the issuance of the County’s Fiscal Year
2014-15 financial statements. Although GASB 68 does not
materially affect the existing process for calculating the UAAL,
it requires the County to recognize its proportionate share of
LACERA’s Net Pension Liability directly on the Statement of
Net Position (government-wide balance sheet). The new
requirement to recognize a liability in the financial statements
represents a significant and material change from the previous
standards, which only required the disclosure of such amounts
in the notes to the financial statements. GASB 68 also includes
additional reporting requirements, which have expanded the
pension-related note disclosures and supplementary
information requirements.

The new GASB pension standards are only applicable to the
accounting and reporting for pension benefits in the County’s
financial statements. Accordingly, there will be no impact on
the County’s existing statutory obligations and policies to fund
pension benefits. For the Fiscal Year ended June 30, 2017 the
County reported a Net Pension Liability of $10.273 billion,
which represents a $2.825 billion or 38% increase from the
$7.448 billion Net Pension Liability reported as of June 30,
2016.

Postemployment Health Care Benefits

LACERA administers a health care benefits program for
retirees under an agreement with the County. The program
includes medical, dental, vision and life insurance benefit plans
for over 88,000 retirees or survivors and their eligible
dependents. The Board of Retirement reserves the right to
amend or revise the medical plans and programs under the
retiree health program at any time. County payments for
postemployment benefits are calculated based on the
employment service credit of retirees, survivors, and
dependents. For eligible members with 10 years of service
credit, the County pays 40% of the health care plan premium.
For each year of service credit beyond 10 years, the County
pays an additional 4% of the plan premium, up to a maximum
of 100% for a member with 25 years of service credit.

The County reached an agreement with CCU and SEIU to add
a new tier of retiree healthcare benefits for employees who
begin County service on or after July 1, 2014. Under the new
agreement, the County will provide paid medical coverage at
the retiree only premium level and not at the current level of full
family coverage. The retiree will have the option to purchase
coverage for dependents, but the County will only provide a
financial subsidy to the retiree. In addition, Medicare-eligible
retirees will be required to enroll in Medicare, with the County
subsidy based on a Medicare supplement plan. The same
vesting rights and years of service crediting formula of 40%
after 10 years and 100% after 25 years will still apply to the
new tier. The agreement will not affect current retirees or
current employees hired prior to July 1, 2014. The new retiree
healthcare benefit tier is projected to save an estimated $840
million over the next 30 years and reduce the unfunded liability
for retiree healthcare by 20.8%. The agreement was approved
by the Board of Retirement and by the Board of Supervisors in
June 2014.

In Fiscal Years 2015-16 and 2016-17, the total “pay as you go”
payments from the County to LACERA for retiree health care
benefits were $507.7 million and $528.9 million, respectively.
In Fiscal Year 2017-18, payments to LACERA for OPEB are



projected to increase by $31.6 million or 6.0% to $560.5
million. For Fiscal Year 2018-19, the County is projecting
$599.8 million in OPEB payments to LACERA, which would
represent a 7.0% or $39.2 million increase from Fiscal Year
2017-18.

Financial Reporting for Other Postemployment Benefits

GASB had previously issued two statements that address
financial reporting requirements for OPEB, which is defined to
include many post- retirement benefits other than pension-
related benefits. Health care and disability benefits are the
most significant of these benefits provided by the County.

GASB Statement No. 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans
(“GASB 43"), established financial reporting standards for
OPEBs in a manner similar to the standards that were
previously in effect for pension benefits. GASB 43 was focused
on the entity that administers such benefits (which, in the case
of the County, is LACERA) and requires an actuarial valuation
to determine the funded status of accrued benefits. LACERA
has complied with GASB 43 requirements for all annual
reporting periods beginning with the Fiscal Year ended June
30, 2008.

GASB Statement No. 45, Accounting and Financial Reporting
by Employers for Postemployment Benefits Other Than
Pensions (‘“GASB 45”), established financial reporting
standards designed to measure, recognize, and disclose
OPEB costs. GASB 45 was focused on the County’s financial
statements, and related note disclosures. Starting with the
June 30, 2008 Comprehensive Annual Financial Report
(“CAFR”), the County implemented the requirements of GASB
45 in its financial reporting process. The core requirement of
GASB 45 is that an actuarial analysis must be prepared at
least once every two-year period with respect to projected
benefits (“Plan Liabilities”), which would be measured against
the actuarially determined value of the related assets (the
“Plan Assets”). To the extent that Plan Liabilities exceeded
Plan Assets, the difference could be amortized over a period
not to exceed 30 years. GASB 45 did not require the funding of
any OPEB liability related to the implementation of this
reporting standard.

In June 2015, GASB issued Statement No. 74 and Statement
No. 75, which will replace the existing OPEB accounting and
reporting requirements for entities that administer OPEB plans
(LACERA) and employers (the County).

GASB Statement No. 74, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans,
replaces the requirements of GASB Statement No. 43 and is
focused on the OPEB plan administrator (LACERA). GASB 74
was implemented with the issuance of LACERA’s Fiscal Year
2016-2017 financial statements and expanded the required
OPEB-related note disclosures and supplementary information.

GASB Statement No. 75, Accounting and Financial Reporting
for Postemployment Benefits Other Than Pensions, replaces
the requirements of GASB Statement No. 45 and is focused on
employers (the County) providing defined OPEB benefits.
GASB 75 will be implemented with the issuance of the
County’s Fiscal Year 2017-2018 financial statements.
Although GASB 75 is not expected to materially affect the
existing process which computes the County’s UAAL, it will
require the County to recognize the full amount of net OPEB
liabilities directly on the Statement of Net Position
(government-wide balance sheet). The net OPEB liability is

the difference between the total OPEB liability (the present
value of projected OPEB benefit payments to employees
based on their past service) and the assets (mostly
investments reported at fair value) held by LACERA to pay
OPEB benefits. There are also new requirements which will
expand the existing OPEB-related note disclosures and
supplementary information.

The new requirement to recognize the full amount of net OPEB
liabilities in the financial statements is a substantive and
material change to the existing standards. Current accounting
standards only require recognition of OPEB liabilities to the
extent that OPEB funding is less than the actuarially
determined amount. As of June 30, 2017, the County’s
Statement of Net Position recognized $14.527 billion of OPEB
liabilities. The new GASB OPEB standards are only applicable
to accounting and reporting for OPEB benefits in the County’s
financial statements. ~Accordingly, there is no impact on the
County’s existing statutory obligations and policies to fund the
OPEB benefits.

OPEB Actuarial Valuation

In order to comply with the requirements of GASB 43 and
GASB 45, LACERA engaged Milliman to complete actuarial
valuations of OPEB liabilities for the LACERA plans. In their
OPEB valuations, Milliman has provided a determination of the
AAL for LACERA’s health, dental, vision and life insurance
benefit plans. The County’s members comprise approximately
95% of LACERA’s retiree population and the County is
responsible for this percentage of OPEB costs. The 5% of
LACERA retirees who do not contribute to the County’s OPEB
liability are predominantly members of the Los Angeles
Superior Court. The demographic and economic assumptions
used in the OPEB valuations are modeled on the assumptions
used by LACERA for its pension program. The healthcare cost
assumptions are based on discussions with other consultants
and actuaries used by the County, LACERA and labor groups.

For the Fiscal Year ended June 30, 2016, the County reported
a net OPEB obligation of $13.109 billion, which represented a
$1.575 billion or 13.6% increase from the $11.535 billion
obligation reported as of June 30, 2015. The net OPEB
obligation is comprised of $12.785 billion for retiree health care
benefits and $324.0 million for long-term disability benefits,
which the County has determined to be an additional OPEB
liability and reported as a component of the net OPEB
obligation in the CAFR.

In August 2017, Milliman released the County’s fifth OPEB
actuarial valuation report (“the 2016 OPEB Valuation”) as of
July 1, 2016. In the 2016 OPEB Valuation, Milliman reported
an AAL of $25.913 billion for LACERA’'s OPEB program
(including employees of the Los Angeles Superior Court). The
County’s share of this liability is $24.792 billion, which
represents a 9.0% decrease from the previous OPEB
Valuation as of July 1, 2014 (the “2014 OPEB Valuation”). The
annual required contribution (“ARC”) to fund the OPEB liability
as of July 1, 2016 is estimated to be $1.964 billion, which
represents 27.03% of the County’s payroll costs and a 8.7%
decrease from the 2014 OPEB Valuation. The decrease in the
County’s OPEB liability from 2014 to 2016 was the result of
several offsetting factors, with the most significant factors
being an increase in the discount rate from 3.75% to 4.50%
and lower than expected increases in health insurance
premiums.

For the Fiscal Year ended June 30,2017, the County reported
a net OPEB obligation of $14.527 billion, which represents a



$1.418 billion or 10.8% increase from the $13.109 billion
obligation reported as of June 30, 2016. The net OPEB
obligation is comprised of $14.151 billion for retiree health care
benefits and $376.0 million for long-term disability benefits,
which the County has determined to be an additional OPEB
liability and reported as a component of the net OPEB
obligation in the CAFR.

The June 30, 2017 OPEB ARC of $2.047 billion, which
includes $1.956 billion for retiree health care benefits and
$90.2 million for long-term disability benefits, represents a
$145.6 million or 6.6% decrease from the $2.192 billion
obligation as of June 30, 2016. The OPEB ARC was partially
offset by $628.6 million in total County contribution payments,
resulting in an increase in the net OPEB obligation of $1.418
billion in Fiscal Year 2016-17. The total County contribution
payments in Fiscal Year 2016-17 were 30.7% of the OPEB
ARC, which represents an increase from the 28.2% funding
level in Fiscal Year 2015-16.

Funding for Other Postemployment Benefits

In May 2012, the Board of Supervisors approved the
establishment of a tax-exempt OPEB trust pursuant to a Trust
and Investment Services Agreement (the “OPEB Trust”)
between LACERA and the County. In accordance with the
OPEB Trust, the LACERA Board of Investments will function
as the trustee and investment manager, and the Board of
Supervisors will have exclusive discretion over the amount of
contributions and/or transfers the County may invest or
allocate to the OPEB Trust. In Fiscal Year 2012-13, the County
transferred $448.8 million from the County Contribution Credit
Reserve for the initial funding of the OPEB Trust.

On June 22, 2015, the Board of Supervisors approved a multi-
year plan to begin pre-funding the County’s unfunded OPEB
liability (the “OPEB Pre-funding Plan”). The OPEB Pre-funding
Plan requires the County to begin the process to fully fund the
OPEB ARC by incrementally increasing the annual contribution
to the OPEB Trust. The Fiscal Year 2017-18 Final Adopted
Budget appropriates $121.2 million in pre-funding contributions
to the OPEB Trust Fund, which will be funded by a $50.0
million Net County Cost ("NCC") contribution from the General
Fund and $71.2 million in projected subvention revenue
received from Federal, State and other local government
entities. In future fiscal years, the County expects to
incrementally increase its OPEB funding by approximately $60
million per year, including an annual $25 million increase in the
NCC contribution from the General Fund and a $35 million
annual increase funded by subvention revenue. For Fiscal
Year 2018-19, the County is projecting a deposit to the OPEB
Trust in the amount of $182.9 million. Based on current
projections for the OPEB Pre-funding Plan, the OPEB ARC will
be fully funded by Fiscal Year 2027-28.

In January 2016, LACERA transferred $50 million to the OPEB
Trust from an excess retiree health premium reserve account.
The transaction was initiated by LACERA, and is un-related to
the County’s OPEB Pre-funding Plan. [As of March 31, 2017,
the balance of the OPEB Trust was $689.8 million, of which
$664.0 million is attributable to the County.] (TO BE
UPDATED)

Long-Term Disability Benefits

In addition to its Retirement Plan, the County administers a
Disability Benefits Plan (“DBP”) that is separate from LACERA.
The DBP covers employees who become disabled as a direct
result of an injury or disease while performing assigned duties.

Generally, the long-term disability plans included in the DBP
provide employees with a basic monthly benefit of between
40% and 60% of such employee’s monthly compensation,
commencing after 6 months of disability. The benefits under
these plans normally terminate when the employee is no
longer totally disabled or turns age 65, whichever occurs first.
The health plans included in the DBP generally cover qualified
employees who are sick or disabled and provide for the
payment of a portion of the medical premiums for these
individuals.

The County has determined that the liability related to long-
term disability benefits is an additional OPEB obligation, which
is reported as a component of the OPEB ARC in the CAFR.
Following completion of the original OPEB Valuation, the
County engaged Buck Consultants to prepare actuarial
valuations of the long-term disability portion of its DBP as of
(the “2013 LTD Valuation”) and July 1, 2015 (the "2015 LTD
Valuation"). In the 2015 LTD Valuation, the AAL for the
County’s long-term DBP was $1.090 billion, which represents a
15.3% increase from the $946 million AAL reported in the 2013
LTD Valuation. As of June 30, 2017, the County's net OPEB
obligation of $14.527 billion includes $376.2 million for long-
term disability benefits.

In Fiscal Years 2015-16 and 2016-17, the County made total
DBP payments of $37.6 million and $38.8 million, respectively.
For Fiscal Year 2017-18, the County is estimating total DBP
payments of $41.3 million. For Fiscal Year 2018-19, the
County is projecting total DBP payments in the amount of
$42.2 million. The annual “pay-as-you-go” DBP payments are
accounted for as an offset to the OPEB obligation in the CAFR.

FEDERAL AUDIT

In February 2016, the Internal Revenue Service (“IRS”)
initiated a compliance examination of the County’s Tax Year
2014 payroll tax returns and Form 1099 submissions. During
the examination, the IRS expanded the scope to include Tax
Year 2015. The examination concluded in April 2017 and
consisted of a comprehensive review of County salaries,
employee benefits, and payments to vendors to determine
compliance with federal tax laws and regulations. The IRS
identified some minor compliance issues, including the
County's underpayment of certain federal employment taxes
and penalties related to Form 1099 submissions. These issues
were nearly offset by other findings, which concluded the
County overpaid the amount of federal employment taxes
owed. The net amount owed by the County to the IRS, for
both Tax Years examined, was $601.47.

LITIGATION (ADDITIONAL UPDATES TO BE PROVIDED)

The County is routinely a party to various lawsuits and
administrative proceedings. The following are summaries of
certain pending legal proceedings or potential contingent
liabilities, as reported by the Office of the County Counsel. A
further discussion of certain legal matters that directly affect
the budget and the revenue generating powers of the County is
provided in the Budgetary Information section of Appendix A.

Public Safety Cases

A lawsuit was filed against the County in 2013 alleging that the
plaintiff had been falsely convicted of murder and served over
twenty years in prison. The Court subsequently ordered a new
trial based on new evidence. The case was retried and the
plaintiff was acquitted. The County settled the case for $15



million, which will be paid in two installments of $8 million and
$7 million in Fiscal Years 2017-18 and 2018-19, respectively.

On December 16, 2014, the Board of Supervisors entered into
a settlement agreement in the Rosas v. Baca, et al. lawsuit.
Rosas v. Baca, et al is a Federal class action lawsuit filed by
the ACLU alleging a pattern and practice of excessive use of
force in the County jails. Under the terms of the agreement,
the Sheriffs Department will implement various reforms
recommended by a court-appointed panel of monitors. The
settlement agreement requires that the Sheriff's Department
comply with various recommendations by specific target dates.
The County continues to make progress toward compliance
with these recommendations.

On June 4, 2014, the U.S. Department of Justice (the “DOJ”)
issued a public report alleging that systemic deficiencies
related to suicide prevention and mental health care existed in
the County jails, and that those deficiencies violated inmates'
constitutional rights.  The Sheriff's Department and the
Department of Mental Health have reached a proposed
settlement with the DOJ concerning the DOJ's allegations that
the County and the Sherrif's Department are violating inmates'
constitutional rights with respect to mental health services and
suicide prevention in the County jails as well as DOJ's
concerns about the use of excessive force in the County jails.
At this time, the cost of compliance for both this DOJ matter,
and Rosas is still being evaluated.

Social Services Cases

In September 2011, Duval v. County of Los Angeles, et al. was
filed against the County pursuant to the Civil Rights Act,
alleging that plaintiff's civil rights were violated when the
Department of Children and Family Services removed plaintiff's
son from her custody without parental consent, a warrant or
exigent circumstances. On November 3, 2016, a jury awarded
the plaintiff $3.1 million in damages. The court later awarded
the plaintiff attorneys' fees and costs totaling approximately $3
million, for a total judgment of $6 million. Both the plaintiff and
the County have filed notices of appeal.

Tax Cases

In 2007, in Los Angeles Unified School District v. County of
Los Angeles, et al., the Los Angeles Unified School District
(LAUSD) alleged that the Auditor-Controller improperly
calculated statutory pass-through payments related to the
Educational Revenue Augmentation Fund ("ERAF") that were
payable to LAUSD under redevelopment law. The Court of
Appeal reversed a trial court decision in favor of the County,
and the County's petition for review was denied by the
California Supreme Court. On remand in January 2012, the
trial court issued a decision in favor of the County regarding
calculation of the statutory payments, which temporarily
reduced the County's exposure. On September 7, 2012,
LAUSD appealed the trial court's ruling. On June 26, 2013, the
Court of Appeal reversed the trial court ruling and sided with
LAUSD, holding that the statutory payments to LAUSD should
have included a higher share of the ERAF revenue diverted by
the "Triple Flip" and Vehicle License Fee swap legislation. The
California Supreme Court denied the County's petition for
review in October 2013. The Court of Appeal's decisions have
resulted in higher statutory pass through payments to school
districts and lower pass through payments to the County.
Three other districts, Los Angeles Community College District,
Montebello Unified School District, and Long Beach Unified
School District, subsequently filed lawsuits with the same
allegations litigated by LAUSD. The three cases were stayed

until August 14, 2014 to allow for a settlement of all ERAF-
related litigation. Pursuant to the terms of the settlements, the
County paid LAUSD $57.86 million, Los Angeles Community
College District $6.95 million, Montebello Unified School
District $4.80 million, and Long Beach Unified School District
$12.90 million. The remaining payments under the settlement
are for County-controlled special districts estimated to total
$160,000, which are expected to be fully executed on or before
August 1, 2018, bringing the litigation to a close.

Willy Granados v. County of Los Angeles, an action for
damages and declaratory and injunctive relief, was filed in
November 2006. It seeks to stop the County's collection of the
utility user tax ("UUT") to the extent that it is applied to
telecommunications services that are no longer subject to the
federal excise tax ("FET"). The County Code excludes from the
UUT amounts paid for services exempt from the FET. In
addition, the suit seeks to recover the allegedly wrongfully
collected taxes. The plaintiff also seeks certification as a class
action. In 2007, the County filed a demurrer to the complaint,
which was sustained. The action was dismissed and the
plaintiff appealed. The action was stayed pending a decision in
Ardon v. City of Los Angeles, where the court ruled in 2011
that a class claim could be brought for a UUT refund. In 2012,
the Court of Appeal reversed the dismissal order, resulting in
reinstatement of the lawsuit. Litigation activity resumed in
2016, and the plaintiffs motion for class certification was
granted in May 2017. The plaintiffs sought $39 million in
refunds. The County authorized settlement of the lawsuit for
$16.9 million and has set aside reserves in this amount. The
terms of the settlement agreement also include a provision for
unclaimed funds to revert to the County, thereby potentially
reducing the $16.9 million liability. It is anticipated that final
resolution of the claim process will occur by early 2019.

Other Cases

In May 2016, the County experienced a phishing email attack
that affected multiple departments and resulted in a breach of
information for over 750,000 individuals. The County has
provided the required notices and is undergoing an
investigation into the incident. To date, no evidence suggests
that any information has been misused. The County has taken
actions to enhance security measures and training for
employees to guard against future intrusions. The County does
not expect any liability from this incident to adversely affect the
County's ability to repay its outstanding lease and debt
obligations.

Pending Litigation

There are a number of other lawsuits and claims pending
against the County. In the opinion of the County Counsel, such
suits and claims that are presently pending will not impair the
ability of the County to make debt service payments or
otherwise meet its outstanding lease or debt obligations.



TABLE 1: RETIREMENT PLAN UAAL AND FUNDED RATIO
(in thousands)

Actuarial Market Value Actuarial Value Actuarial
Valuation Date of Plan Assets of Plan Assets Accrued Liability UAAL Funded Ratio
06/30/2010 33,433,888 38,839,392 46,646,838 7,807,446 83.26%
06/30/2011 39,452,011 39,193,627 48,598,166 9,404,539 80.65%
06/30/2012 38,306,756 39,039,364 50,809,425 11,770,061 76.83%
06/30/2013 41,773,519 39,932,416 53,247,776 13,315,360 74.99%
06/30/2014 47,722,277 43,654,462 54,942,453 11,287,991 79.45%
06/30/2015 48,818,350 47,328,270 56,819,215 9,490,945 83.30%
06/30/2016 47,846,694 49,357,847 62,199,214 12,841,367 79.35%
06/30/2017 52,743,651 52,166,307 65,310,803 13,144,496 79.87%

Source: Milliman Actuarial Valuation (of LACERA) for June 30, 2017.

TABLE 2: INVESTMENT RETURN ON RETIREMENT PLAN ASSETS
(in thousands)

Funded Ratio

Market Value of Plan Market Rate of Based on
Fiscal Year Assets Return Market Value

2009-10 33,433,888 11.8% 69.9%
2010-11 39,452,011 20.4% 79.4%
2011-12 38,306,756 0.3% 73.7%
2012-13 41,773,519 12.1% 77.6%
2013-14 47,722,277 16.8% 86.0%
2014-15 48,818,350 4.3% 85.0%
2015-16 47,846,694 1.1% 76.1%
2016-17 52,743,651 12.7% 80.0%

Source: Milliman Actuarial Valuation (of LACERA) for June 30, 2017.

TABLE 3: COUNTY PENSION AND OPEB PAYMENTS
(in thousands)

Payments to LACERA Pension Bonds Total Pension &
Fiscal Year Retirement Fund OPEB (PAYGO) OPEB (Prefund) Debt Service OPEB Payments
2011-12 1,026,867 424,030 0 0 1,450,897
2012-13 1,118,514 441,062 448,819 0 2,008,395
2013-14 1,262,754 446,979 0 0 1,709,733
2014-15 1,430,462 450,202 0 0 1,880,664
2015-16 1,383,897 507,698 72,489 0 1,964,084
2016-17 1,334,825 528,908 61,145 0 1,924,878
2017-18 1,503,188 * 560,549 * 120,797 * 0 2,184,534
2018-19 1,617,026 * 599,784 * 182,887 * 0 2,399,697

Source: Milliman Actuarial Valuations (of LACERA), Los Angeles County CAFRs and County of Los Angeles Chief Executive Office.
* Estimated
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BUDGETARY INFORMATION

COUNTY BUDGET PROCESS

The County is required by California State Law to adopt a
balanced budget by October 2nd of each year. The CEO of the
County prepares a preliminary forecast of the County budget
based on the current year budget, the State budget, and other
projected revenue and expenditure trends. Expanding on this
forecast, the CEO prepares a target County budget for the
ensuing fiscal year, and projected resources are tentatively
allocated to the various County programs and services.

The CEO normally presents the Recommended County Budget
to the Board of Supervisors in April. The Board of Supervisors is
required to adopt a Recommended Budget no later than June
30th. If a final County Budget is not adopted by June 30th, the
appropriations approved in the Recommended Budget, with
certain exceptions, become effective for the new fiscal year until
the final budget is approved.

The CEO generally recommends revisions to the County Budget
after adoption of the final State budget to align County
expenditures with approved State funding. After conducting
public hearings and deliberating on the details of the budget, the
Board of Supervisors is required to adopt the Final County
Budget by October 2nd of each year.

Throughout the remainder of the fiscal year, the Board of
Supervisors approves various adjustments to the Final County
Budget to reflect changes in appropriation requirements and
funding levels. The annual revenues from the State and Federal
governments are generally allocated pursuant to formulas
specified in State and Federal statutes. For budgetary or other
reasons, such statutes are often subject to change that may
affect the level of County revenues and budgetary appropriations.

COUNTY BUDGET OVERVIEW

The County Budget is comprised of eight fund groups through
which the County's resources are allocated and controlled.
These groups include the General Fund and Hospital Enterprise
Fund (which represents the General County Budget), Special
Revenue Funds, Capital Project Special Funds, Special District
Funds, Other Enterprise Funds, Internal Service Fund, and
Agency Fund.

The General County Budget accounts for approximately 78.8% of
the 2018-19 Recommended Budget and appropriates funding for
programs that are provided on a mostly county-wide basis (e.g.,
health care, welfare, and detention facilities), municipal services
to the unincorporated areas not otherwise included in a special
district, and certain municipal services to various cities on a
contract fee-for-service basis (e.g., law enforcement, planning
and engineering).

Special Revenue Funds represent approximately 11.1% of the
2018-19 Recommended Budget, and are used to account for the
allocation of revenues that are restricted to defined purposes,
such as public library operations, road construction and
maintenance programs, specific automation projects and
Measure H — Los Angeles County Plan to Prevent and Combat
Homelessness.
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Capital Project Special Funds account for approximately 0.8%
of the 2018-19 Recommended Budget and provide funding for
the acquisition or construction of major capital facilities that are
not financed through other funding sources.

Special District Funds, which account for approximately 6.8% of
the 2018-19 Recommended Budget, are separate legal entities
funded by specific taxes and assessments. These districts
provide public improvements and/or services benefiting targeted
properties and residents. Special Districts are governed by the
Board of Supervisors and include, among others, Flood Control,
Garbage Disposal, Sewer Maintenance and Regional Park and
Open Space Districts. The remaining fund groups, Other
Enterprise, Internal Services and Agency Funds account for
2.5% of the 2018-19 Recommended Budget.

CONSTITUTIONAL PROVISIONS AFFECTING TAXES AND
APPROPRIATIONS

Proposition 13

Article XIIIA of the California Constitution limits the taxing
powers of California public agencies. Article XIIIA provides that
the maximum ad valorem tax on real property cannot exceed
1% of the Full Cash Value of the property, and effectively
prohibits the levying of any other ad valorem property tax except
for taxes required to pay debt service on voter-approved general
obligation bonds. Full Cash Value is defined as the County
Assessor's valuation of real property as shown on the 1975-76
tax bill under full cash value or, thereafter, the appraised value
of real property when purchased, newly constructed, or a
change in ownership has occurred after the 1975 assessment.

The Full Cash Value is subject to annual adjustment to reflect
inflation at a rate not to exceed 2%, or a reduction as shown in
the consumer price index (or comparable local data), or a
decline in property value caused by damage, destruction or
other factors. The foregoing limitation does not apply to ad
valorem taxes or special assessments to pay the interest and
redemption charges on certain types of indebtedness approved
by the voters.

Article XIIIB of the California Constitution limits the amount of
appropriations by local governments to "Proceeds of Taxes."
The County's appropriation limit for Proceeds of Taxes for Fiscal
Year 2017-18 is $23,164,352,326. The 2017-18 Final Adopted
Budget included proceeds from taxes of $9,046,684,333, which
is substantially below the statutory limit.

Proposition 62

Proposition 62, a 1986 ballot initiative that amended the
California Constitution, requires voter approval of all new taxes
or any increases to local taxes. A challenge to taxes subject to
Proposition 62 may only be made for those taxes collected
beginning one year before a claim is filed. Such a claim is a
necessary prerequisite to the filing of a lawsuit against a public
entity in California.



Proposition 218

Proposition 218, a 1996 ballot initiative that added Articles XIIIC
and XIIID to the California Constitution, established the following
requirements on all taxes and property-related assessments,
fees, and charges:

e precluded special purpose districts or agencies, including
school districts, from levying general taxes;

e precluded any local government from imposing, extending
or increasing any general tax unless such tax is approved
by a majority of the electorate;

e precluded any local government from imposing,
extending or increasing any special purpose tax unless
such tax is approved by two-thirds of the electorate; and

e ensured that voters may reduce or repeal local taxes,
assessments, or fees through the initiative process.

An Appellate Court decision determined that Proposition 218 did
not supersede Proposition 62. Consequently, voter approval
alone may not be sufficient to validate the imposition of general
taxes adopted, increased or extended after January 1, 1995.

Proposition 218 also expressly extends to voters the power to
reduce or repeal local taxes, assessments, and fees through the
initiative process, regardless of the date such charges were
imposed. SB 919, the Proposition Omnibus Implementation Act,
was enacted in 1997 to prescribe specific procedures and
parameters for local jurisdictions to comply with Proposition 218.
SB 919 states that the initiative power provided for in Proposition
218 shall not be construed to mean that any owner or beneficial
owner of a municipal security, purchased before or after
November 6, 1998, assumes the risk of; or in any way consents
to, any action by initiative measure that constitutes an impairment
of contractual rights protected by the United States Constitution.

In the 2006 case of Bighorn-Desert View Water Agency v. Virjil
(Kelley), the State Supreme Court suggested that the initiative
power under Proposition 218 is not free of all limitations, and
could be subject to restrictions imposed by the contract clause of
the United States Constitution. No assurance can be given,
however, that voters in the County will not, in the future, approve
an initiative that reduces or repeals local taxes, assessments,
fees or charges that are deposited into the County’s General
Fund. In addition, “fees” and “charges” are not defined by Article
XIIC or SB 919, and the scope of the initiative power under
Article XIIIC could include all sources of General Fund revenue
not received from or imposed by the Federal or State government
or derived from investment income.

Proposition 1A 2004

Proposition 1A 2004, approved by the voters in November 2004,
amended the State Constitution by limiting the State’s authority to
reduce local sales tax rates or alter their method of allocation,
shift property tax revenues from local governments to schools or
community college districts, or decrease Vehicle License Fee
(“VLF”) revenues without providing replacement funding.
Proposition 1A 2004 further amended the State Constitution by
requiring the State to suspend State laws that create unfunded
mandates in any year that the State does not fully reimburse
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local governments for their costs to comply with such mandates.
Pursuant to Proposition 1A 2004, the State can no longer
reallocate local property tax revenues without triggering a
constitutional obligation to repay the local taxing agencies within
three years. The State is further prohibited from reallocating
local property tax revenues on more than two occasions within a
ten-year period.

Proposition 26

On November 2, 2010, voters approved Proposition 26, which
amended the State Constitution to expand the definition of a tax
so that certain fees and charges imposed by the State and local
governments will now be subject to approval by two-thirds of
each house of the State Legislature or approval by local voters,
as applicable. Proposition 26 requires a two-thirds approval by
each house of the State Legislature to enact new laws that
increase taxes on any taxpayer, and repealed State laws that
were in conflict with the measure, unless they were approved
again by two-thirds of each house of the State Legislature.

In terms of its direct fiscal impact on the County, Proposition 26
is likely to result in the loss of approximately $61 million in
annual State tax revenue to County road districts, which are
separate legal entities responsible for the operation and
maintenance of streets and roads in the unincorporated areas of
the County. Since the County is unlikely to backfill any reduction
in State revenue to the road districts, there is no projected fiscal
impact to the County General Fund.

Future Initiatives

Propositions 13, 62, 218, 1A 2004 and 26 were each adopted
as measures that qualified for the ballot pursuant to the State’s
initiative process. From time to time, other initiative measures
could be adopted, further affecting County revenues or the
County’s ability to expend revenues.

FEDERAL AND STATE FUNDING

A significant portion of the County budget is comprised of
revenues received from the Federal and State governments. As
indicated in the table “Historical Appropriations by Fund” on
page A-23 of this Appendix A, $4.872 billion of the $24.286
billion 2018-19 Recommended General County Budget is
received from the Federal government and $6.421 billion is
funded by the State. The remaining $12.993 billion of County
revenues are generated from property taxes and a variety of
other sources. The fact that 47% of General County funding is
provided by the State and Federal government illustrates the
County's significant reliance on outside funding sources.

Federal Budget Update

On March 23, 2018, the President signed into law H.R. 1625,
the Consolidated Appropriations Act, 2018, which is an omnibus
spending package for the remainder of Federal Fiscal Year
(FFY) 2018. The $1.3 trilion spending bill funds Federal
government operations through September 30, 2018, the end of
FFY 2018. The funding levels reflect those set in the recently
enacted Bipartisan Budget Act of 2018 (H.R. 1892), which
provided $143.0 billion in additional spending authority,
including $63.0 billion for non-defense domestic discretionary
programs. The package includes increased funding for many
programs of interest to the County, including the Community



Development Block Grant, Public Housing Operating and Capital
Funds, and funding for the 2020 Decennial Census.

On February 12, 2018, the President released his Proposed
Federal Budget for FFY 2019, which accounts for the new top-
line spending limit enacted in the Bipartisan Budget Act. The
$4.4 trillion budget proposes $200.0 billion in new infrastructure
spending in the form of grants designed to leverage $1.5 trillion in
non-federal funding. The proposal also includes $3.0 trillion in
spending cuts over the next ten years, including $1.7 trillion in
cuts to mandatory entittlement programs such as Medicaid
($199.0 billion), Medicare ($554.0 billion), Supplemental Nutrition
Assistance Program ($213.5 billion), and Temporary Assistance
for Needy Families ($21.3 billion). It also proposes to eliminate
or significantly curtail several discretionary spending programs of
interest to the County, including the elimination of the Community
Development Block Grant, HOME Investment Partnership
program, Community Services Block Grant, State Criminal Alien
Assistance program grants and the Public Housing Capital Fund.

The President’s Proposed Budget for FFY 2019 is unlikely to be
enacted, but rather serves as a messaging document highlighting
his priorities. Congress is responsible for passing appropriations
legislation to fund the federal government. With the Federal
budget for FFY 2018 complete, the House and Senate have
turned their attention to FFY 2019, and preliminary hearings have
already been conducted by several authorizing and
appropriations committees. Based on the top-line spending
levels for FFY 2019 that have been agreed to, the County
expects that FFY 2019 appropriations for individual programs will
be consistent with levels provided in the FFY 2018 omnibus
spending package.

STATE BUDGET PROCESS

Over the past twenty-five years, the State budget has
experienced broad fluctuations as the State responded to the
economic recession of the early 1990's, the economic recovery
later in the same decade, the 2001 recession and subsequent
recovery, and the most recent economic downturn that started in
2008. With the steady improvement in the State economy since
the 2008 recession and the passage of Proposition 30 in the
November 2012 election (and the subsequent extension by
voters with the passage of Proposition 55 in November 2016),
the State has experienced significant improvement to its budget
stability and overall financial condition. The State’s budgetary
decisions in response to the changing economic environment will
continue to have a significant financial and programmatic impact
on counties, cities, and other local jurisdictions.

Fiscal Year 1991-92 Realignment Program

In Fiscal Year 1991-92, the State and county governments
collectively developed a program realignment system (the “1991-
92 Realignment Program”) that removed State funding for certain
health and welfare programs, and provided counties with
additional flexibility to administer such programs. Under the
1991-92 Realignment Program, certain health and welfare
services are funded by a 0.5% increase in sales taxes and
increased vehicle license fees. Since counties receive their share
of the funding for health and welfare programs under a fixed
formula prescribed by State law, the flow of funds is no longer
subject to the State budget process. If sales tax and vehicle
license fee revenues are not realized as expected, county
governments will still maintain responsibility for the management
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and cost of such programs.

On June 27, 2013, Governor Brown signed into law AB 85,
which provides a mechanism for the State to redirect certain
1991-92 Realignment Program health care funding to social
service programs. With California electing to implement a state-
run Medicaid expansion pursuant to the Affordable Care Act, the
State anticipates that the cost to counties for providing health
care services to the indigent population will decrease as this
population becomes eligible for coverage through Medi-Cal or
the State-run health insurance exchange. The impact of the AB
85 legislation to the County is discussed in further detail in the
Health Services Budget section

Public Safety Realignment

The approval of the Public Safety Realignment Act of 2011 (AB
109) transferred responsibility for the custody and supervision of
specific low-level inmates and parolees from the California
Department of Corrections and Rehabilitation to counties.
Funding for AB 109 is financed by redirecting 1.0625% of State
sales tax revenue and a portion of Vehicle License Fee
revenues from the State to the counties. In November 2012,
California voters passed Proposition 30, which authorized a
constitutional amendment prohibiting the State Legislature from
removing AB 109 funding.

Redevelopment Agencies

Effective February 1, 2012, and pursuant to Assembly Bill x1 26
(“ABx1 26”), redevelopment agencies throughout the State were
abolished and prohibited from engaging in future redevelopment
activities. ABx1 26 requires successor agencies to take over
from the former redevelopment agencies and perform the
following functions:

e Continue making payments on existing legal obligations
without incurring any additional debt.

e Wind down the affairs of the former redevelopment
agencies and return the funds of liquidated assets to the
county Auditor-Controller, who will in turn distribute these
funds to the appropriate local taxing entities.

Under ABx1 26, property tax revenues are allocated to pay
enforceable legal obligations, pass-through payments and
eligible administrative costs. Any remaining property tax
revenues, otherwise known as “residual taxes”, are to be
distributed as property tax revenue to the appropriate local
taxing entities, including the County. Prior to their dissolution,
the estimated annual tax increment to fund redevelopment
agencies in the County General Fund was approximately $453.0
million in Fiscal Year 2009-10. In Fiscal Years 2015-16 and
2016-17, the County General Fund received $144.3 million and
$175.2 million of residual taxes, respectively. The budgeted and
estimated residual tax revenue for Fiscal Year 2017-18 is
$186.0 million, while the 2018-19 Recommended Budget
includes a projected $210.7 million of residual tax revenue for
the General Fund.

The County’s direct involvement in redevelopment activities was
limited to unincorporated areas of the County and to a small
number of projects. The successor agency for these activities is
the County’s Community Development Commission. The



dissolution of County related projects is not expected to have a
material impact, if any, on the financial condition of the County.

2017-18 STATE BUDGET

On June 27, 2017, Governor Brown signed the Fiscal Year 2017-
18 State Budget Act (the “2017-18 State Budget Act”), which
projected a beginning fund balance surplus from Fiscal Year
2016-17 of $1.622 billion, total revenues and transfers of
$125.880 billion, total expenditures of $125.096 billion, and a
year-end surplus of $2.406 billion for Fiscal Year 2017-18. Of the
projected year-end surplus, $980 million will be allocated to the
Reserve for Liquidation of Encumbrances and $1.426 billion will
be deposited to the Special Fund for Economic Uncertainties.
The 2017-18 State Budget Act provides for a deposit into the
State’s Budget Stabilization Account (Rainy Day Fund) in the
amount of $8.486 billion, which represents approximately 65% of
the Constitutional funding target established under Proposition 2
of 2014.

The 2017-18 State Budget Act is not expected to result in any
significant loss of funding to the County with the exception of the
following program reductions related to the In-Home Supportive
Services Maintenance of Effort (IHSS MOE) and the CalWORKs
Single Allocation, as described below.

The 2017-18 State Budget Act includes the Governor’s proposal
to mitigate the impact of eliminating the IHSS MOE to counties by
(1) establishing a base funding level of $1.769 billion in State
General Fund contributions to counties over the next four fiscal
years; (2) establishing an annual county inflation factor which
would be phased in and applied to the base funding level,
beginning at zero in Fiscal Year 2017-18, 5% in Fiscal Year
2018-19, and 7% in Fiscal Year 2019-20; and (3) returning
collective bargaining to counties.

As a result of the IHSS MOE, the County is projecting total IHSS
cost increases of $149.6 million over the next four fiscal years
(2017-18 to 2020-21), and total revenue loss/redirections of
$79.1 million over the same time period. The primary factors
which are expected to drive up costs in the coming years include
substantial caseload growth, increases in the minimum wage to
$15.00, overtime costs and paid sick leave.

The 2017-18 State Budget Act provides $108.9 million to partially
restore funding related to the Governor's proposal in the May
Budget Revision to reduce the CalWORKS5 Single Allocation by
$248.0 million. The CalWORKs Single Allocation provides
funding for county functions related to employment services,
eligibility determination and administration, Stage 1 Child Care
and Cal-Learn. The County estimates that the CalWORKSs Single
Allocation reduction will result in a funding loss of approximately
$46.0 million in Fiscal Year 2017-18.

2018-19 STATE BUDGET

On January 10, 2018, Governor Brown released his Fiscal Year
2018-19 Proposed State Budget (the “Proposed State Budget”),
The Proposed State Budget projects a beginning fund balance
surplus from Fiscal Year 2017-18 of $5.351 billion, total revenues
and transfers of $129.792 billion, total expenditures of $131.690
billion, and a year-end surplus of $3.453 billion for Fiscal Year
2018-19. Of the projected year-end surplus, $1.165 billion would
be allocated to the Reserve for Liquidation of Encumbrances and
$2.288 billion would be deposited to the Special Fund for
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Economic Uncertainties. In accordance with the 2014-15 State
Budget Act, the Proposed State Budget continued to provide for
a deposit into the State’s Budget Stabilization Account (Rainy
Day Fund) in the amount of $13.461 billion, which includes a
$3.5 million supplemental payment to reach the Constitutional
funding target established under Proposition 2 in 2014.

The key funding priorities addressed in the Proposed State
Budget include: continued funding for the expansion of health
care coverage for low-income residents under the Affordable
Care Act; provides the first full year of funding for the Road
Repair and Accountability Act of 2017 (the State’s 10-year
Transportation Infrastructure Plan); and proposes an additional
$3.1 billion to fully fund the K-12 Local Control Funding
Formula, bringing total funding for this program to $78.3 billion
in Fiscal Year 2018-19.

The items of major interest to the County include the following:

Voting Systems Update and Replacement. The Governor’s
Budget includes a one-time State General Fund augmentation
of $134.3 million to support the purchase of all necessary
hardware, software, and initial licensing for the replacement of
voting systems and technology statewide. This funding will be
made available to all counties with a 50 percent match
requirement. [The County’s estimated share of this funding in
Fiscal Year 2018-19 is $XX.X million.]

2020 Census Funding. The Governor's Budget proposes $40.3
million to support statewide outreach and other census related
activities to support the U.S. Census Bureau for the 2020
Census The statewide funding represents a $30.3 million
increase from Fiscal Year 2017-18, and provides up to $10.0
million of funding (including $7.0 million allocated to counties) in
the form of Local Update of Census Address Grants. [The
County is expected to receive $X.X million of this funding in
Fiscal Year 2018-19.

In-Home Supportive Services (IHSS). The Governor's Budget
includes $11.2 billion ($3.6 billion State General Fund) for the
IHSS program in Fiscal Year 2018-19, which represents a 7.7%
increase in funding from the State General Fund over the
revised funding level in Fiscal Year 2017-18. The State will
maintain the existing IHSS MOE annual inflation factor
adjustments of 5% in Fiscal Year 2018-19 and 7% in Fiscal
Year 2019-20. [The County is expected to receive $X.X million
of this funding in Fiscal Year 2018-19.]

County Medi-Cal Administration. The Governor's Budget
proposes an increase of $54.8 million ($18.5 million State
General Fund) in FY 2018-19 based on an adjustment to the
existing funding level using the increase in the California
Consumer Price Index. The increase is based on an interim
methodology that will be used untili a new budgeting
methodology is developed for calculating base costs related to
county Medi-Cal administration. However, unspent funds will no
longer be reallocated to counties that overspend their allocation.
[The County’s estimated share of the increased funding in Fiscal
Year 2018-19 is $XX.X]

Emergency Child Care Bridge Program for Foster Children. The
Proposed State Budget includes $30.5 million in funding for
Fiscal Year 2018-19. This program provides emergency child
care vouchers for foster youth caregivers, access to a child care
navigator, and trauma-informed care training for foster youth




child care providers. The County expects to receive $5.5 million
of the total $30.5 million statewide funding in Fiscal Year 2018-
19.

State-County Partnerships on Incompetent to Stand Trial. The
Governor's Budget includes $117.3 million of statewide funding
for State-county partnerships to address the increasing need for
Incompetent to Stand Trial (1ST) placement options. [The
County’s estimated share of the statewide funding for this
program in Fiscal Year 2018-19 is $XX.X million]

2011 Public Safety Realignment Funding. The Governor's
Budget projects an increase in funding for the AB 109 Program
from the statewide base allocation of $1.24 billion in Fiscal Year
2017-18 to $1.33 billion in Fiscal Year 2018-19. The County is
expected to receive $412.2 million in AB 109 base allocation
funds in Fiscal Year 2018-19, which represents an increase of
$26.2 million over the Fiscal Year 2017-18 base allocation.

Community Corrections Performance Incentive Grant. The
Governor's Budget includes $106.4 million in statewide funding
for the Community Corrections Performance Incentive Grant (SB
678 of 2009), which provides county probation departments
performance-based funding when they successfully reduce the
number of adult felony probationers going to State prison. The
County is expected to receive $36.6 million of SB 678 funds in
Fiscal Year 2018-19, which is equal to the County’s funding
allocation in Fiscal Year 2017-18.

Proposition 57 of 2016. The Governor's Budget includes $29.0
million in statewide funding for county probation departments to
manage the temporary increase in the Post Release Community
Supervision (PRCS) population as a result of Proposition 57. The
County is expected to receive $7.8 million in Proposition 57 funds
in Fiscal Year 2018-9.

Transportation and Infrastructure. The Governor's Budget
includes approximately $4.6 bilion in new statewide
transportation revenue from the first full year of funding under SB
1, the Road Repair and Accountability Act of 2017.
Approximately $1.2 billion of the statewide SB 1 revenue will be
allocated directly to counties and cities to fund transportation and
infrastructure projects. The County is expected to receive
approximately $112.0 million of new SB | funding in Fiscal Year
2018-19.

RECENT COUNTY BUDGETS

General County Budgets have reflected a conservative approach
and have sought to maintain a stable budgetary outlook in an
uncertain fiscal environment. As a result of the previous
economic downturn, which started to impact the budget in Fiscal
Year 2008-09, the County experienced a “cyclical” budget deficit,
as revenues declined and spending on safety net programs and
pension-related costs increased. The economic downturn had a
significant impact on the Net County Cost (NCC) budget gap,
which reached a peak of $491.6 million in Fiscal Year 2010-11.
NCC is the portion of the County’s budget that is financed with
County discretionary funding (also known as locally generated
revenues).

In order to manage the budget gaps, the County used a balanced
approach of curtailing departmental budgets, and using reserves
and capital funding appropriations to achieve a balanced budget.
To control costs, the County achieved significant savings through
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its efficiency initiative program, and the implementation of a
hiring freeze and a freeze on non-essential services, supplies
and equipment, which ended as of July 1, 2013. The County
eliminated 2,735 budgeted positions from Fiscal Year 2009-10
to Fiscal Year 2011-12, and the County’s employee labor
groups agreed to zero cost-of-living adjustments and no salary
increases for a five-year period beginning in Fiscal Year 2008-
09. If the County had relied solely on curtailments, the impact to
County services and its residents would have been much more
severe and most likely would have resulted in the reduction of
critical services and the layoff of large numbers of County
employees. The measured approach to managing budgetary
challenges, including the use of one-time funding sources,
enabled the County to more strategically achieve balanced
budgets, and maintain critical core services.

Property Tax Revenue

Property tax revenue represents the largest source of ongoing
discretionary revenue for the County. The reliability of property
tax revenue is due in large part to Proposition 13, which helps
insulate the County from the cyclical nature of the real estate
market. Proposition 13 limits the growth of assessed valuations
and allows for reassessments when a property is sold or when
new construction occurs. Assessed valuation can also be
adjusted for inflation or deflation. As a result of Proposition 13,
there is a significant amount of “stored” home value appreciation
that is not reflected on the property tax rolls, which helped to
offset a significant decrease in property values during the most
recent economic downturn.

To illustrate this point, average median home prices in the
County declined by 48% from their peak value in August 2007
($562,346) to a low in January 2012 ($290,015), but the net
revenue-producing value of the property tax roll (the “Net Local
Roll”) decreased by only 0.51% and 1.87% in Fiscal Year 2009-
10 and 2010-11, respectively. After the economic downturn, and
with the ongoing recovery in the real estate market, the County
has experienced seven consecutive years of steady growth in
assessed valuation, with increases in the Net Local Roll of
1.36%, 2.20%, 4.66%, 5.47%, 6.13%, 5.58% and 6.04% in
Fiscal Years 2011-12 through 2017-18, respectively.

For Fiscal Year 2017-18, the Assessor reported a Net Local Roll
of $1.416 trillion, which represents an increase of 6.04% or
$80.6 billion from Fiscal Year 2016-17. The Fiscal Year 2017-18
Net Local Roll represents the largest revenue-producing
valuation in the history of the County, and the seventh
consecutive year of growth in assessed valuation. The largest
factors contributing to the increase in assessed valuation in
Fiscal Year 2017-18 are transfers in ownership ($43.5 billion),
and an increase in the consumer price index ($24.6 billion).

For the Fiscal Year 2017-18 tax roll, the Assessor estimates that
approximately 10.9% of all single-family residential parcels,
11.3% of all residential income parcels and 14.3% of
commercial-industrial parcels are 1975 base-year parcels,
which indicates a significant amount of stored value that can be
realized on future tax rolls when these parcels are sold and re-
assessed at higher values.

With the downturn in the real estate market that started in 2007,
the County Assessor initiated Proposition 8 reviews of 791,000
parcels. As a result of the Assessor's proactive approach to
Proposition 8 reviews, the valuations of 552,000 parcels sold



during the height of the real estate market were adjusted
downward to reflect current market values at the time of the
review. The lower valuations helped to insulate the County from
future reductions in the Net Local Roll if these properties were re-
sold at lower market values. In response to the improvement in
the real estate market, and beginning with the Fiscal Year 2008-
09 Assessment Roll, the Assessor initiated a review of the
552,000 parcels to determine if the reductions in assessed value
were still warranted under Proposition 13. Based on this review,
the Assessor has fully restored approximately 433,000 parcels to
their Proposition 13 base year value, with 119,000 parcels still
eligible for potential restorations in value.

Based on a preliminary forecast, the County is projecting a
5.74% increase in the Net Local Roll for Fiscal Year 2018-19.
The Assessor is scheduled to issue their official forecast in May
2018, and release the final property tax roll for Fiscal Year 2018-
19 in July 2018.

FISCAL YEAR 2017-18 FINAL ADOPTED BUDGET

The Fiscal Year 2017-18 Final Adopted Budget (the “2017-18
Final Adopted Budget’) was approved by the Board of
Supervisors on September 26, 2017. The 2017-18 Final Adopted
Budget appropriates $31.605 billion, which reflects a $1.722
billion or 5.8% increase in total funding requirements from the
Fiscal Year 2016-17 Final Adopted Budget. The General County
Budget (General Fund and Hospital Enterprise Fund)
appropriates $24.324 billion, which represents a $1.333 billion or
5.8% increase from the Fiscal Year 2016-17 Final Adopted
Budget. The 2017-18 Final Adopted Budget appropriates $7.281
billion for Special Funds/District, reflecting a $389 million or 5.6%
increase from the Fiscal Year 2016-17 Final Adopted Budget.
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The primary changes to the NCC component of the 2017-18
Final Adopted Budget are outlined in the following table.

Fiscal Year 2017-18 NCC Budget Changes

Public Assistance Changes $ 24,332,000
Unavoidable Cost Increases
Health Insurance Subsidy 38,464,000
Pension Costs 32,066,000
Employee Salaries 93,621,000
Prefund Retiree Healthcare Benefits 25,000,000
Various Cost Changes 14,476,000
Program Changes
Correctional Mental Health Services 9,968,000
Juvenile Indigent Defense 6,939,000
Data Center 13,271,000
Women & Girls Initiative 1,115,000
Affordable Housing & Economic Development 10,200,000
Other Public Safety Programs 7,527,000
Health Services Program Changes 2,513,000
Correctional Treatment Facility Debt Service 17,200,000
Other Debt Service 2,826,000
All Other Program Changes 9,128,000
Fiscal Policies
Appropriation for Contingency 2,379,000
Deferred Maintenance 5,000,000
Total Net County Cost Increases 316,025,000
Revenue Changes
Property Taxes 283,001,000
Property Taxes - CRA Dissolution Residual 14,555,000
Public Safety Sales Tax 13,996,000
Various Revenue Changes 4,473,000
Total Locally Generated Revenue 316,025,000
Total Projected Budget Gap $ -

Public Assistance Changes

The increase in funding for Public Assistance in the 2017-18
Final Adopted Budget is primarily related to a $23.4 million
increase in the IHSS Program.

Unavoidable Cost Increases

Salaries and Employee Benefits - Unavoidable cost increases
are primarily the result of previously approved increases in
salaries and employee benefits. The current labor agreements
provide for a 10% increase over three (3) years, beginning in
Fiscal Year 2015-16.

Prefund Retiree Healthcare Benefits — The 2017-18 Final
Adopted Budget appropriates $121.2 million in pre-funding
contributions to the OPEB Trust Fund. This appropriation is
comprised of $50 million in NCC and $71.2 million in projected
subvention revenue to be received from Federal, State and
other local government entities. This is the third year of a multi-
year plan approved by the Board of Supervisors on June 22,
2015 that is expected to incrementally increase the prefunding
of retiree healthcare benefits on an annual basis.




Program Changes

The 2017-18 Final Adopted Budget includes $80.7 million of
adjustments to various County programs, including increases for
public safety, social services and health and mental health
services.

Fiscal Policies

The County budget policy (the “Budget Policy”) requires the
establishment of a Rainy Day Fund as a hedge against future
economic uncertainties, with a target funding amount equivalent
to 10% of ongoing locally generated revenues. The current
balance of the Rainy Day Fund is $448.3 million, which is
approximately 7.4% of discretionary revenues.

On September 30, 2014, the County updated the Budget Policy
to require that between 5% to 10% of new ongoing discretionary
revenues be set aside during the budget process in the
Appropriation for Contingency as a hedge against unforeseen
budget issues that may occur during any fiscal year. As part of
the 2017-18 Final Adopted Budget, $29.7 million was set aside in
the Appropriation for Contingency, which reflects 10% of
discretionary revenues. In addition, the revised Budget Policy
requires that $5.0 million be allocated annually for deferred
maintenance needs as part of the Recommended Budget.

Revenue Changes

As the local economy continues to improve, the County’s primary
revenue sources are expected to show continued growth in
Fiscal Year 2017-18. The County is forecasting increases in a
variety of locally generated revenues along with increases in
statewide sales tax revenues. Based on the 6.04% increase in
the Net Local Roll, the 2017-18 Final Adopted Budget includes a
$283.0 million increase in property tax revenues. The 2017-18
Final Adopted Budget also includes a $14.6 million increase in
the property tax residual from the dissolution of redevelopment
agencies.

Based on current trends and a survey of local economic
forecasts, the County assumed a 2.6% growth factor in its overall
statewide sales tax projection for the 2017-18 Final Adopted
Budget. Based on the 2.6% growth rate, the County is projecting
a $14.0 million increase in Proposition 172 Sales Tax in Fiscal
Year 2017-18.

FISCAL YEAR 2018-19 RECOMMENDED BUDGET

The Fiscal Year 2018-19 Recommended Budget (the “2018-19
Recommended Budget’) was approved by the Board of
Supervisors on April 10, 2018. The 2018-19 Recommended
Budget appropriates $30.805 billion, which reflects an $800
million or 2.5% decrease in total funding requirements from the
2017-18 Final Adopted Budget. The General County Budget
(General Fund and Hospital Enterprise Fund) appropriates
$24.286 billion, which represents a $38 million or 0.2% decrease
from the 2017-18 Final Adopted Budget. The 2018-19
Recommended Budget appropriates $6.519 billion for Special
Funds/District, reflecting a $762 million or 10.5% decrease from
the Fiscal Year 2017-18 Final Adopted Budget.

A-17

The primary changes to the ongoing NCC component of the
2018-19 Recommended Budget are outlined in the following
table.

Fiscal Year 2018-19 NCC Budget Changes

Public Assistance Changes $(852,000)
Unavoidable Cost Increases
Health Insurance Subsidy 43,024,000
Pension Costs 43,027,000
Employee Salaries 148,837,000
Prefund Retiree Healthcare Benefits 25,000,000
Various Maintenance of Effort Requirements 5,442,000
Program Changes
Affordable Housing 15,000,000
Public Safety Programs 23,936,000
Debt Service 9,065,000
Other Changes (6,023,000)
All Other Program Changes 1,299,000
Fiscal Policies
Appropriation for Contingency 1,155,000
Deferred Maintenance 5,000,000
Total Net County Cost Increases 313,910,000
Revenue Changes
Property Taxes 277,572,000
Property Taxes - CRA Dissolution Residual 24,715,000
Public Safety Sales Tax 6,684,000
Various Locally Generated Revenues 4,939,000
Total Locally Generated Revenue 313,910,000
Total Projected Budget Gap $ -

Public Assistance Change

The decrease in funding for Public Assistance in the 2018-19
Recommended Budget is primarily related to a projected $2.3
million decrease in General Relief expenditures, as well as a
$1.6 million decrease primarily due to a reduction in the
CalWORKs caseload. The cost decreases are partially offset by
increases in a variety of other Public Assistance programs.

Unavoidable Cost Increases

Salaries and Employee Benefits - Unavoidable cost increases
are primarily the result