Capital Trust Agency

Tax-Exempt Debt
Post-Issuance Compliance Policies and Procedures

Adopted June 26, 2014



Part 1.

Part II.

Part I11.

Part IV.

Part V.

Part VI.

Part VII.

Part VIIL

Part IX.

Part X.

Exhibit A:

Exhibit B:

Table of Contents

Purpose

Responsibility of a Borrower’s Primary Compliance Officer
Closing of Debt Issuances

Use of Debt Proceeds — Qualified 501(c)(3) Bonds

Use of Proceeds — Exempt Facility Bonds

Arbitrage Limitations Imposed on Debt Issuances
Accounting for Debt Proceeds

Recordkeeping

Corrective Action

Continuing Education

Capital Trust Agency Borrowers, Bond Issues, and Compliance Officials

Annual Post Issuance Tax Compliance Certification Questionnaires



Part I. Purpose.

It is the policy of Capital Trust Agency (“Agency”) to comply, and have each conduit borrower
(each, a “Borrower”), as listed in Exhibit A, comply, with all applicable federal tax rules related to
the tax-exempt debt (“debt™) issuances for which the Agency acts as a conduit issuer. As of the
date of adoption of the following policies and procedures (“Policies and Procedures”), the Agency
has acted as the conduit issuer for “qualified private activity” bonds authorized under Section 142
(“Exempt Facility Bonds™) of the Internal Revenue Code of 1986, as amended (“IRC”), or Section
145 (“Qualified 501(c)(3)” Bonds) of the IRC.

These Policies and Procedures are intended to serve as a guide for both the Agency and each of the
Borrowers to facilitate compliance with the federal tax laws applicable to the Agency’s outstanding
conduit debt issuances for a Borrower (collectively, such debt issuances are referred to as
“Borrower’s Bonds”).

In the event these Policies and Procedures conflict, in whole or in part, with the Arbitrage and Tax Regulatory
Certificate (or other similar certificate) (the “Lax Certificate”) prepared on behalf of the Agency in connection with a
debt issuance for a Borrower, the terms of the Tax Certificate shall control.

Part I1. Responsibility of a Borrower’s Primary Compliance Officer.

Except as otherwise described herein, the Agency Compliance Officer, has primary responsibility for
ensuring that the Agency’s outstanding debt issuances are, and will remain, in compliance with
federal tax law. Itis the policy of the Agency to ensure this compliance by requesting each borrower
to designate a “Primary Compliance Officer,” as listed in Exhibit A, for each Borrower, who will be
responsible for ensuring that the responsibilities designated to the Borrower, as detailed in these
Policies and Procedures, are met, with respect to each of the Borrower’s Bonds. The Agency
Compliance Officer and each Borrower’s Primary Compliance Officer may consult with the
Agency’s Bond Counsel, as well as other third party providers, as needed, to ensure compliance with
these Policies and Procedures. The Agency Compliance Officer, in consultation with each
Borrower’s Primary Compliance Officer, will review on an annual basis, the Policies and Procedures
and make any necessary adjustments.

The Agency encourages each Borrower to implement its own post-issuance policies and procedures.
In addition, the Agency will require each Borrower’s Primary Compliance Officer, at the same time
that these Policies and Procedures are reviewed, to complete a questionnaire for each issue of
Borrower’s Bonds outstanding. The forms of the questionnaires are shown on Exhibit B.

! Unless otherwise indicated herein, all references to “debt” shall include any tax-exempt debt.



Part III. Closing of Debt Issuances.

A. Tax Certificates. The Agency’s bond counsel, with assistance from the Borrower for such
debt issuance and professionals associated with the financing, shall prepare a Tax Certificate in
connection with each conduit debt issuance issued by the Agency, to be executed by the Executive
Director, as well as the Borrower’s Primary Compliance Officer or other authorized designee of the
borrower, at closing. The Tax Certificate shall serve as the operative document for purposes of
establishing the Agency’s and Borrower’s reasonable expectations as of the date of issue of the
Borrower’s Bonds, as well as provide a summary of the federal tax rules applicable to such issuance.
The Agency Compliance Officer and the Borrower’s Primary Compliance Officer will review with
the Agency’s bond counsel the Tax Certificate prepared for each of the Agency’s conduit debt issues
for a Borrower prior to the closing of the issue.

B. Internal Revenue Service Form 8038 — Tax-Fxempt Bonds. The Agency’s bond counsel,
with assistance from the Borrower’s Primary Compliance Officer and other professionals associated

with the financing, shall prepare an Internal Revenue Service (“IRS”) Form 8038 (Information
Return for Tax-Exempt Private Activity Bond Issues), in connection with each conduit debt
issuance issued by the Agency, which the Agency Compliance Officer and the Borrower’s Primary
Compliance Officer will review prior to closing. Each IRS Form 8038 prepared for a debt issuance
for a Borrower will be filed by the Agency’s bond counsel with the IRS no later than the 15™ day
after the 2™ calendar month after the close of the calendar quarter in which the tax-exempt
obligation to which such Form 8038 relates is issued.

Part IV. Use of Debt Proceeds — Qualified 501(c)(3) Bonds.

A. Private Use Generally. Neither the Agency nor any Borrower of proceeds of Qualified
501(c)(3) Bonds will knowingly take or permit to be taken any action which would cause any of the
Borrower’s Qualified 501(c)(3) Bonds to become “private activity bonds” other than Qualified
501(c)(3) Bonds as described below. Generally, a bond issue constitutes Qualified 501(c)(3) Bonds
if:

1. 100% of the property which is financed or refinanced by the net proceeds of the
bonds is owned by an organization described in Section 501(c)(3) of the IRC or a
governmental unit, and

2. (a) At least 95% of the net proceeds of the bonds are used by a 501(c)(3)
organization in furtherance of its exempt purpose or by a governmental unit. In
general, an activity is treated as “exempt’” if it does not constitute an “unrelated trade
or business” of the 501(c)(3) organization using the net proceeds of the bonds,
determined by applying Section 513(a) of the IRC, or

(b) Not more than 5% of the net proceeds of the bonds is (a) secured by an
interest in property, or payments in respect of property, used by a 501(c)(3)
organization in an unrelated trade or business or for a private business use, or
(2) derived from payments (whether or not to the Agency) made in respect of
property, or borrowed money, used by a 501(c)(3) organization in an unrelated trade
or business or for a private business use.

B. Overview. Fach Borrower’s Primary Compliance Officer will be responsible for routinely
reviewing the uses of its facilities financed with the proceeds of Borrower’s Qualified 501(c)(3)
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Bonds for continued qualification of such bonds as Qualified 501(c)(3) Bonds. In addition, the
Borrower may consult with the Agency’s bond counsel regarding the applicable federal tax
limitations imposed on each series of Borrower’s Qualified 501(c)(3) Bonds and whether
arrangements with third parties give rise to private business use of the financed projects. The
private business use arrangements to be monitored by the Borrower include, but are not limited to,
the following:

1. Management or Other Service Contracts. In the event the Borrower enters into a
management contract, service agreement, operating agreement ot license with a third-party,
the Borrower will evaluate whether such arrangement results in private business use. The
Borrower’s Primary Compliance Officer shall be responsible for such evaluation and will
review every service CONtract entered into involving the use of property financed with the
proceeds of Borrower’s Qualified 501(c)(3) Bonds. For these purposes, a management
contract, service agreement, operating agreement and license include any contract under
which a service provider provides services involving any portion of property financed with
the proceeds of Borrower’s Qualified 501(c)(3) Bonds (a “Service Contract”).

It is the intent of both the Agency and the Borrower to have the Borrower structure all
Service Contracts impacting property financed with the proceeds of Borrower’s Qualified
501(c)(3) Bonds so as to satisfy one of the private business use safe harbors set forth in
Revenue Procedure 97-13. If the Borrower expects to enter into a Service Contract that may
not satisfy the safe harbors set forth in Revenue Procedure 97-13, the Borrower should
consult with the Agency’s bond counsel to assess the impact, if any, that the noncompliant
Service Contract would have on the tax status of the Borrower’s Qualified 501(c)(3) Bonds,
if any. For Borrower’s reference, Revenue Procedure 97-13 can be found as Exhibit C to this
Policies and Procedures.

2. Leases and Subleases. Each Borrower’s Primary Compliance Officer will monitor all leases
and subleases that involve the use of property financed with the proceeds of Borrower’s
Qualified 501(c)(3) Bonds, including the name of the lessee (or sublessee), the term of the
lease (or sublease), the amount of the rent paid by the lessee (or sublessee) and the square
footage of space used by the lessee (or sublessee) relative to the square footage of such

property.

3. Naming Rights Agreements. Fach Borrower’s Primary Compliance Officer will monitor all
naming rights agreements that involve property financed with the proceeds of Borrower’s
Qualified 501(c)(3) Bonds, including the term of the arrangement and the amount paid by
the naming party.

4. Sponsored Research. FEach Borrower’s Primary Compliance Officer will monitor all
“Sponsored Research Agreements” that involve property financed with the proceeds of
Borrower’s Qualified 501(c)(3) Bonds. The Borrower will apply Revenue Procedure 2007-
47, 2007-29 L.R.B. 108, to any research sponsorship agreement existing now or in the future
with respect to such property.

5. Clinical Trials. Each Borrower’s Primary Compliance Officer will monitor all clinical trial
agreements that involve property financed with the proceeds of Borrower’s Qualified
501(c)(3) Bonds, including the term of the arrangement, the sponsoring entity, the trial to be
conducted and the amount paid by the sponsoring party.



6. Joint Ventures and Partnership Arrangements. Each Borrower’s Primary Compliance
Officer will monitor all joint ventures, partnerships, or other cooperative agreements that
involve the use of property financed with the proceeds of Borrower’s Qualified
501(c)(3)Bonds.

7. Unrelated Trade or Business Use. Each Borrower’s Primary Compliance Officer will monitor
all uses of the bond financed property to determine whether any uses of such property gives
rise to unrelated trade or business use.

C. Sales of Debt-Financed Property. It is the Agency’s policy to have the Borrower use
proceeds of Borrower’s Qualified 501(c)(3) Bonds to finance property that the Borrower intends to
own for the entire term of the debt issue financing the projects. Prior to selling or otherwise
disposing of any project financed with the proceeds of Borrower’s Qualified 501(c)(3)Bonds for
which debt remains outstanding, the Borrower shall consult with the Agency’s bond counsel to
determine the impact, if any, such sale or disposition would have on the tax status of the Borrower’s

Qualified 501(c)(3) Bonds.

Part V. Use of Debt Proceeds — Exempt Facility Bonds.

A. Use of Proceeds. Section 142(a) of the IRC requires that 95% or more of the “net proceeds”
of a Borrower’s Exempt Facility Bonds be used to provide the exempt facility.

B. Use of Exempt Facilities. The Borrower shall consult the Tax Certificate prepared for the
Exempt Facility Bonds to determine the ownership and use standards applicable to the Exempt
Facility Bonds.

Part VL. Arbitrage Limitations Imposed on Debt Issuances.
A. Arbitrage Rebate Monitor. Fach of the Borrowers will continue to retain an arbitrage rebate

monitor to review its outstanding debt issuances, unless, in the judgment of the Borrower’s Primary
Compliance Officer, and in compliance with these Policies and Procedures and the Tax Certificate
entered into in connection with the issue of Borrower’s Bonds, there is no reasonable prospect of an
arbitrage rebate or yield reduction payment liability. If an arbitrage rebate monitor is retained, the
arbitrage rebate monitor will perform calculations to ascertain whether the Borrower owes an
arbitrage rebate payment or yield reduction payment to the IRS, including whether the debt issuance
in question qualifies for an exception to the arbitrage rebate rules. In the event a Borrower owes
arbitrage rebate or has accrued a yield reduction payment liability to the IRS, that Borrower will
timely” submit IRS Form 8038-T, Arbitrage Rebate Yield Reduction and Penalty in Lieu of Arbitrage
Rebate, to be prepared by the arbitrage rebate monitor, together with payment in the amount equal
to the arbitrage rebate or yield reduction payment liability calculated by the arbitrage rebate monitor
in accordance with the Tax Certificate related to such debt issue, with notice to the Agency that such
payment has been made.

Part VII. Accounting for Debt Proceeds.

2 For these purposes, timely shall mean within 60 days after each installment computation date, the Borrower
will cause to be paid to the IRS at least 90% of the amount of arbitrage rebate and yield reduction payment liability owed
and within 60 days after the final installment computation date, the Borrower will cause to be paid to the IRS 100% of
the amount of arbitrage rebate and yield reduction payment liability owed.



A. General. Except as otherwise described below and in the Tax Certificate entered into by the
Agency and a Borrower in connection with a debt issuance, it is the policy of the Agency to have
each Borrower consistently apply a generally accepted method of accounting for and allocating its

debt proceeds.

B. Investment of Proceeds. Proceeds of each borrower’s capital borrowings shall be accounted
for in a separate fund or account. All proceeds shall be invested at the direction of the Borrower’s
Primary Compliance Officer.

C. Expenditure of Debt Proceeds on Capital Projects. The Borrower’s Primary Compliance
Officer reviews and approves invoices related to debt financed expenditures and causes payments to
be made. All invoices and records of payment (either in the form of paper checks or electronic
funds transfer confirmations) are retained by, or caused to be retained by, the Borrower in
accordance with Part VIII, “Recordkeeping,” below.

Each Borrower shall maintain accounting records, updated with each payment of an expenditure
from proceeds of Borrower’s Bonds, that for each outstanding issue of Borrower’s Bonds show:

1) The name and date of issue of the issue of Borrower’s Bonds to which the proceeds
relate;

2 The projects financed with the proceeds of the issue of Borrower’s Bonds;

3) The authorized amount of proceeds to be used to finance each project;

“) The amount of proceeds of the issue of Borrower’s Bonds used to date to finance
each project;

5) The amount of unspent proceeds of the issue of Borrower’s Bonds to be used to

finance each project; and
(0) The date on which the debt proceeds related to each project were fully expended.

Part VIIIL. Recordkeeping.

A. General.  The Agency’s relationship with DAC is intended to assist the Agency in
maintaining compliance with their recordkeeping responsibilities. Fach Tax Certificate prepared on
behalf of the Agency and a Borrower for a debt issuance shall provide for a description of the
records to be maintained by or on behalf of the Agency and a Borrower and the period of time such
records must be maintained. In addition, each Borrower will remain familiar with the IRS’s
Frequently Asked Questions related to the recordkeeping requirements for debt.

B. Means of Maintaining Records. Each of the Borrowers may maintain all records required to
be held as described in this Part VIII in paper and/or electronic (e.g., CD, disks, tapes) form either
internally or through the record-keeping system maintained by Digital Assurance Certification,
LL.C. (“DAC”). It is the policy of the Agency to have each Borrower maintain as much of its
records electronically as feasible.

C. Transcript and Use of Debt Proceeds. FEach Borrower shall maintain, or cause to be
maintained, all records relating to the tax-exempt status of its debt issuances and the representations,
certifications and covenants set forth in its respective Tax Certificates until the date 3 years after the
last outstanding obligation of the issue to which such records and Tax Certificate relate has been
retired. These records include, but are not limited to, the following:




(1) basic records and documents relating to the obligations (including the transcript, which shall
include, among other records, the Tax Certificate, Internal Revenue Service Form 8038-G,
verification report, authorizing resolution(s), trust indenture, loan agreement, record of
public approval, and the opinion of bond counsel),

(2) documentation evidencing the expenditure of debt proceeds,

(3) documentation evidencing the use of debt financed projects by public and private sources,
including copies of all arrangements described in Part VI of these Policies and Procedures,

(4) documentation evidencing all sources of payment or security for the debt issuance; and

(5) documentation pertaining to any investment of debt proceeds (including the purchase and
sale of securities, SLLGS subscriptions (if applicable), yield calculations for each class of
investments, actual investment income received from the investment of proceeds,
guaranteed investment contracts, and rebate calculations).

D. Investment Records. Each Borrower shall maintain detailed records with respect to every
investment acquired with proceeds of its debt issuances until the date three years after the last
outstanding obligation of the issue to which such records and nonpurpose investments relate has
been retired. These records may reflect, but are not limited to, the following:

(1) purchase date, (2) purchase price, (3) information establishing fair market value on the
date such investment became allocated to gross proceeds of the debt, (4) any accrued
interest paid, (5) face amount, (6) coupon rate, (7) periodicity of interest payments, (8)
disposition price, (9) any accrued interest received, (10) disposition date, and (11) broker’s
fees paid (if at all) or other administrative costs with respect to each such nonpurpose
investment.

E. Arbitrage Rebate and Yield Reduction Payment Records. Each of the Borrowers shall
maintain all records of arbitrage rebate payment and yield reduction payment calculations performed
by the arbitrage rebate monitor (irrespective of whether that Borrower owed any amount to the
IRS), and records related to any arbitrage rebate payments or yield reduction payments made to the
IRS, including the calculations performed by the arbitrage rebate monitor substantiating such
payments, together with the IRS Form 8038-T, Arbitrage Rebate, Yield Reduction and Penalty in
Lieu of Arbitrage Rebate, that accompanied all such payments, until the date 3 years after the last
outstanding obligation of the issue to which such records and rebate payments relate has been
retired.

F. Overpavment of Arbitrage Rebate Records. In the event a Borrower has overpaid to the
United States an arbitrage rebate or yield reduction payment liability, the Borrower shall maintain all
records of such arbitrage rebate payments or yield reduction payments, including calculations
performed by the arbitrage rebate monitor, together with the IRS Form 8038-R, Request for
Recovery of Overpayments Under Arbitrage Rebate Provisions, that accompanied the request for a
recovery of such overpayment until the date 3 years after the last outstanding obligation of the issue
to which such records and rebate overpayments relate has been retired.

G. Other Recotrds. In addition to the records described above, each Borrower will maintain the
following records, to the extent applicable to a particular debt offering, until the date 3 years after
the last outstanding obligation of the issue to which such relate has been retired:

(1) minutes and resolutions authorizing the issuance of, or the reimbursement of expenditures
using proceeds of, the financing,



(2) appraisals, demand surveys and feasibility studies related to debt financed or refinanced
property,

(3) documentation relating to any third-party funding for a project to which debt proceeds will
be applied (including government grants),

(4) records of any Internal Revenue Service audit(s) or compliance check(s), or any other
Internal Revenue Service inquiry related to the debt.

H. Applicability of Recordkeeping Requirement in the Event of a Refunding. In the event the

Agency issues debt to retire prior debt of any of the Borrowers, that Borrower shall maintain all of
the records described in this Part VIII with respect to the refunded debt until the date that is three
years after the last outstanding tax-exempt obligation of the issue the proceeds of which were used
to retire the refunded debt has been retired.

Part IX. Corrective Action.

A. General. In the event a violation of federal tax law is discovered, the Borrower’s Primary
Compliance Officer for such series of Bond will consult with the Agency Compliance Officer and
the Agency’s bond counsel to determine the best corrective action.

B. Remedial Actions. The Agency is aware of the remedial action rules contained in Treasury
Regulations Section 1.141-12 (for Qualified 501(c)(3) Bonds) and Section 1.142-4 (for Exempt
Facility Bonds), providing the Agency and Borrowers with the ability, in certain circumstances, to
voluntarily remediate violations of the private business tests or private loan financing test. Although
the Agency intends that none of its debt issuances will require the application of the remedial action
rules, prior to taking any action that would cause one or more of its outstanding debt issuances to,
absent a remedial action, violate the private business tests or private loan financing test, the Agency
may consult with its bond counsel regarding the applicability of the remedial action rules to such
action and the ability to remediate the impacted debt issuance.

C. Voluntary Closing Agreement Program. The Agency is aware of its ability, pursuant to IRS
Notice 2008-31, to request a voluntary closing agreement with the IRS to correct failures on the part
of a Borrower to comply with the federal tax rules related to tax-exempt debt issuances.

Part X. Continuing Education.

The Agency and each of the Borrowers will continue to consult regularly with the Agency’s bond
counsel regarding the federal tax rules applicable to its outstanding debt and changes to the federal
tax law, and the Agency will regularly update these Policies and Procedures to reflect any such
changes.

Each Borrower shall ensure that those who are tasked with bond compliance responsibilities shall
undertake a reasonable amount of continuing education on an annual basis, including but not limited
to, consulting with outside professionals, participation in conferences, reading informational updates
from governmental resources and professional organizations, and participation in DAC webinars.



Exhibit A
Capital Trust Agency Conduit Borrowers
Borrower

Name:

Address:

Primary Compliance Officer
Name
Title
Contact Info

Bond Issue
Title:
Dated Date:
Questionnaire:




Exhibit B
Forms of Questionnaires
Exhibit B-1 — Exempt Facility

Exhibit B-2 — Qualified 501(c)(3)
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CT A Annual Post-Issuance Tax Compliance Certification
of Exempt Facility Bonds

Name of Borrower:
Name of Bond Issue:
Issue Date:

The Borrower certifies and acknowledges responsibility for monitoring post-issuance tax compliance with
respect to the above-described bond issue, including, but not limited to:

#  Qualified use of bond proceeds and bond-financed property, including the requirement that, in the event proceeds
of the bond issue and/or the propetty financed thereby are used in a manner so as to require that a “remedial
action” be taken, the Borrower complies with applicable federal tax law

#  Arbitrage yield restriction and rebate trequirements, including limiting the investment of bond proceeds, complying
with applicable “temporaty period” exceptions, monitoring amounts pledged directly or indirectly to secure the
payment of debt service, and compliance with any applicable requirements to rebate excess investment earnings to
the Federal Government.

In connection with the above, the Borrower hereby represents and certifies:

(1) The Borrower is, and has been since the Issue Date, in compliance with the terms and conditions Yes | No
described in the Tax Certificate (or other similarly-named document) executed by the Borrower in
connection with the issuance of the bonds

(2) The Borrower is aware of its ability to take a “remedial action” pursuant to the Federal Income Tax | yoo | No
Regulations atising out of the Borrower’s failute to use the proceeds of the bonds and/or the
property financed thereby in a qualifying manner

(3) The Borrower will consult with the Capital Trust Agency in the event that an action is taken (or is Yes | No
not taken) that results in the need to take a “remedial action” pursuant to the Federal Income Tax
Regulations

(4) The Borrower is in compliance with the applicable arbitrage yield restriction and rebate

requirements with respect to the bonds, including: Yes | No

(a) Investment of sale proceeds of the bonds at the applicable permissible yield

(b) Monitoring and investment of “replacement proceeds” of the bonds at the applicable
permissible yield

(c)Payment of any yield reduction payments owed with respect to the bonds to the Internal
Revenue Service

(d) Compliance with the arbitrage rebate requirement, including the payment to the Internal
Revenue Service of any arbitrage rebated owed with respect to the bonds

(5) The Borrower maintains, and will continue to maintain, sufficient records to establish compliance Yes | No
with applicable federal tax law, including, but not limited to, the matters described in Questions [1]
through [4] above

This Annual Post-Issuance Tax Compliance Certification of the Borrower is utilized by the Capital Trust Agency to
assist the Agency in monitoring post-issuance tax compliance with respect to the above-referenced bonds. Nothing
contained in this Annual Certification of the Borrower is intended to, or will, modify the Borrower’s representations,
certifications or warranties made under the Tax Certificate (or other similarly-named document) entered into by the
Borrower in connection with the issuance of the bonds or otherwise modify or limit the Borrower’s post-issuance tax

compliance monitoring requirements.

Signature:

Name:

Title:

Date :
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CT A Annual Post-Issuance Tax Compliance Certification
of the Borrower of Qualified 501(c)(3) Bonds

Name of

Botrrower:

Name of Bond Issue:
Issue Date:

The Borrower certifies and acknowledges responsibility for monitoring post-issuance tax compliance with
respect to the above-described bond issue, including, but not limited to:

#  Qualified use of bond proceeds and bond-financed property, including the requitement that, in the event proceeds
of the bond issue and/or the property financed thereby are used in a manner so as to tequire that a “remedial
action” be taken, the Borrower complies with applicable federal tax law

#  Arbitrage yield restriction and rebate requirements, including limiting the investment of bond proceeds, complying
with applicable “temporary period” exceptions, monitoring amounts pledged directly or indirectly to secure the
payment of debt service, and compliance with any applicable requirements to rebate excess investment earnings to
the Federal Government.

In connection with the above, the Borrower hereby represents and certifies:

(1) The Borrower is, and has been since the Issue Date, in compliance with the terms and conditions | yo | No
described in the Tax Certificate (or other similarly-named document) executed by the Borrower in
connection with the issuance of the bonds

(2) The Borrower has owned, and will continue to own, all property financed with the bond proceeds | Yes | No

(3) The Borrower is aware of its ability to take a “remedial action” pursuant to the Federal Income Tax | yoo | No
Regulations atising out of the Borrower’s failute to use the proceeds of the bonds and/or the
property financed thereby in a qualifying manner

(4) The Borrower will consult with the Capital Trust Agency in the event that an action is taken (or is Yes | No
not taken) that results in the need to take a “remedial action” pursuant to the Federal Income Tax
Regulations

(5) The Borrower is in compliance with the applicable arbitrage yield restriction and rebate
requirements with respect to the bonds, including:

Yes | No

(e) Investment of sale proceeds of the bonds at the applicable permissible yield

(f) Monitoring and investment of “replacement proceeds” of the bonds at the applicable
permissible yield

(2) Payment of any yield reduction payments owed with respect to the bonds to the Internal
Revenue Service

(h) Compliance with the arbitrage rebate requirement, including the payment to the Internal
Revenue Service of any arbitrage rebated owed with respect to the bonds

(6) The Borrower maintains, and will continue to maintain, sufficient records to establish compliance Yes | No
with applicable federal tax law, including, but not limited to, the matters described in Questions [1]
through [4] above

This Annual Post-Issuance Tax Compliance Certification of the Borrower is utilized by the Capital Trust Agency to
assist the Agency in monitoring post-issuance tax compliance with respect to the above-referenced bonds. Nothing
contained in this Annual Certification of the Borrower is intended to, or will, modify the Borrower’s representations,
certifications or warranties made under the Tax Certificate (or other similarly-named document) entered into by the
Borrower in connection with the issuance of the bonds or otherwise modify or limit the Borrower’s post-issuance tax
compliance monitoring requirements.

Signature :

Name:

Title:

Date :
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Part IIl.

2 CFR sofo0l: Rules omd megulanons.
(lso Pare I, §§ 108, F4X, 045 LI40-3, .145-2)

Rev. Proc. 97-13

SECTION 1. PURPOSE

The purpose of this revemme proce-
dure is to set forth conditions wnder
which 3 management coniract does mot
result in prvate business use under
§ 141} of the Intermal Revenne Code
of 1986. This revenue procedure also
applies to determinations of whether a
mans coniract camses the test im
§ 145(z)(2)(B) of the 1986 Code to be
met for qualified 501(c)(3) bonds.

SECTION 2. BACKGROUMND

01 Private Business Tle.

(1) Under § 103(a) of the 1986
Code, zross mcome does not include
imterest om amy stabe or local bond
TUnder § 103(b)(1) of the 1986 Code,
however, § 103(a) of the 1986 Code
does not apply to a prvate actvity
bond, unless it is a qualified bond wnder
§ 141{e) of the 1986 Code. Secton
141(a)(1) of the 198§ Code defines
“private activity bond™ as any bond
issued s part of an issue that meeis
both the private business use and the
private security or payment tests. Under
§ 141{(6)(1) of the 1986 Code, an =me
zenerally mests the private business use
test if more than 10 percent of the
proceeds of the issue are to be used for
amy private business wuse. Under
§ 141{)(E(A) of the 1986 Code, pr-
vate business use means direct or imdi-
rect use i A trade or business carmied om
by oy persom other than a povernmen-
tal wmit Section 145{() of the 1986
Code also applies the private business
use test of § 141(b)(1) of the 1986
Code, with certain modifications.

(2) Comesponding provisions of
the Internal Fevenne Code of 1954 sat
forth the requirements for the exchosion
from gross mcome of the imberest om
state or local bonds. For purposes of this
revemne procedure, smy referemce to a
1986 Code provision includes a refes-
ence to the ing provisiom, if
any, under the 1954 Code.

(3) Private business use can arise
by ownership, acteal or beneficial use of
properly pursiant to a lease, a3 manage-
ment of incentive payment comiract, or
certain other arrangements The Confer-
ence Report for the Tax Feform Act of
1984, provides as follows:

Revenue Procedure 97-13

Administrative, Procedural, and Miscellaneous

trade or business use test Thos, as

umder present law, the use of bond-

financed property is treated as a

we of bond proceeds. As under

present law, a8 person may be a

wser of bond procesds and bond-

financed property as a result of (1)

ownership or (2) aciual or benefi-

cial use of property pursuant to a

lease, 3 management or mCentive

pEyment coniract, or (3) aoy other
armangement such as a take-or-pay
or other owpui-fype comiract.
1 HE. Conf Rep MNo. 841, 99th Cong.,
2d Sess. I-687-6H8 [1985] 1986-3
(Vol. 4) C.B. 687688 (foomote oomit-
ted).

(4 A manapement comiract that
gives a Dongovernmentsl service pro-
vider an ownership or leasehold imterest
in financed property i= mot the omly
simation in which a coniract may result
in private business use

() Section 1.141-3(bW4)) of the
Income Tax Fegulstions provides, in
general, that 3 manapement comtract
(within the meaning of § 1.141-
I(oW4Wi)) with mespect o financed
property may result in private business
use of that property, based on all the
facts and ciroumstances.

(6) Section 1.141-3(bW4)Mi) pro-
vides that a manapement contract with
respect to financed property generally
resulis in private buosiness use of that
property if the comfract provides for
compensation based, in whole or i part,
on 3 share of net profits from the
operation of the facility.

(™ Section 1.141-3(b){4)(iid), in
general, provides that certain ammange-
ments generally are not teated 25 man-
agement contracts that may give rise to

{a) Contracts for services that
are solely iocidentsl to the primary
governmentsl function or functions of a
financed facility (for example, contracts
for janitorial, office equipment repair,
hospital billing or similar services);

() The mere granting of sdmit-
ting privileges by a hospital to a docior,
even if those privileges are conditiomed
on the provision of de mimimis services,
if those prvileges are available to all

18

Exhibit C

qualified physicians i the ares, consis-
tent with the size snd namme of ifs
facilities:

(c) A confract to provide for the
operation of a facility or system of
facilities that consists predominanty of
public wility property (a5 defined
& 168(1(10) of the 198§ Code), if the
only compensation is the reimbursement
of acmal and ditect expenses of the
service provider and reasonsble adminis-
rative overhesd expenses of the service
provider; and

(d) A conmact to provide for
services, if the only compencation is the
reimbursement of the semvice prowvider
for acmal and direct expenmses paid by
the service provider fo unrelsted parties.

(8) Secttion 1.145-2(z) provides
zenerally that §§ 1.141-0 thromgh
1.141-15 apply to § 145(a) of the 1986
Code.

(%) Section 1.145-2(b}1) provides
that in applying §§ 1.141-40 through
1.141-15 to § 145(z) of the 1986 Code,
references to governmentsl persons in-
clede section S501{c)(3) orzamizatioms
with respect to their activities that do
not comstitoie umrelated trades or busi-
nesses wumder § 513(z) of the 1086
Code.

02 Existing ddvamce Rulimg Guide-
lines. Fev. Proc. 93-19, 1993-1 CBH.
526, confmins advance mlmg guidelinas
for determining whether 3 manapement
comiract resulits in private business use
under § 141(1) of the 1986 Code.

SECTION 3. DEFINITIONS

01 Adiusted gross roenues means
=ross revennes of all or 3 portion of a
facility, less allowances for bad debis
and confractual and similar allowances.

02 Capiiation fee means a fixed pen-
odic amount for each person for whom
the service provider or the gualified nser
assumes the responsibility to provide all
needed services for a specified period so
long as the quantity and type of services
acmally prowided to covered persoms
varies substantially. For example, a capi-
tation fee inclodes a fived dollar amount
payable per month to a medical service
provider fir each member of 3 health
the provider agzrees to provide all
needed medical services for a specified
period. A capitation fee may inchide a
variable component of up to 20 percent
of the total capitation fee desizmed o
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protect the service provider azainst risks
such as catastrophic loss.

03 Momaggement comfrac! means 3
management, service, or Mmcenfive pay-
ment contract between a gualified wser
and a service provider under which the
seIvice provider provides services in-
volving all, a portion of or amy function
of, a facility. For example, a comiract for
the provision of management services
for an entire hospitsl a contract for
managpement services for a specific de-
parment of 3 hospital and an mcentive
o patents of a hospital are each weated
3z 3 management contract See
55 1.141-3(b)(4)(i) and 1.145-2. .

04 Pemaifier for temminating a con-
ract include a limitstion on the gquali-
fied user’s might o compete with the
smmceprmruh-amqmﬂlﬂﬂm

for cancellafion of the contract In com-
frast, a requirement effective on camcel-
lation that the gualified wser reimburse
the service provider for ordinary amd
DeCessaly exXpenses of 4 resiriction om
the qualified user against hinng key
persomnel of the service provider is
zenerally mot 8 ConiTact teTmination pen-
alty. Another comtract between the ser-
vice provider amd the qualified user,
such 35 3 loan or puarantes by the
service provider, is treated as creating a
confract termination penalty if that con-
fract comfains terms that are not custom-
ary or arm’s- length that could operate
o prevent the qualified user from termi-
nating the comfract (for example provi-
sions under which the comfract termi-
nates if the management comfract is
terminated or that place substantial re-
sirictions on the selection of a substtue
SEIVICE provider).

05 Periodic fixed fee means a stated
dollar smowmt for services rendered for
a specified period of time. For example,
a stated dollar amount per month is a
amount may automatically incresse ac-
cording to a specified, objective, exter-
nal standard that ic not Linked to the
ouiput or efficency of a faclity For
example the Consumer Price Index anmd
similar external indices that track in-
CIeases in prices in an area of MCTesses
in revemues of costs i an industry are
objective external standards. Capitatiom
fees and per-unit fees are not periedic
fixed fops

{06 Per-unit fee means a fee based on
a umit of service pmwkdspanﬁad in

party, such as the administrator of the
Medicare propram, or the qualified user.
For example a stated dollar amount for
each specified medical procedore per-
formed, car parked, or passenger mile is
a per-umit fee. Separate billing amange-
ments between physicians md.hnsp:rta]s
penerally are freated as per-umit fee

07 Qam'.l'ﬂfai'usﬂ mesns amy state or
local povernmental umit a5 defined in
§ 1.103-1 or any instumentality
thereof. The term also inchodes a section
501(c)(3) orpsmization if the financed
property is mot used im an umrelated
trade or business under § 513(z) of the
1986 Code. The term does not inchide
the United Stabes or amy apency or
instrumentality thereof

.08 Remewal option mesns a provi-
has a legally enforcesble right to Tensw
the contract. Thus, for example, a provi-
sion under which a confract is automat-
cally renewed for ome-year periods sb-
semt cancellatiom by either party is not a
renewal option (even if it is expected to
be renewed).

09 Semice provider mesns amy per-
son other than a qualified wser that
provides services under 3 comfract to, or
for the benefit of, a qualified user.
SECTION 4. SCOPE

This revenne procedure applies when,
umder 4 mAnAFement CODITACE, 3 SeIvice
provider provides management or other
services iovolving property fnanced
with proceeds of an issme of state or
local bonds sobject to § 141 or
§ 145(a)(Z)(B) of the 1985 Code.

SECTION 5. OPERATING
GUIDELINES FOR MANAGEMENT
CONTRACTS

.01 Jn general. If the requirements of
section 5 of this revenne procedure are
satisfied, the management comtract does
not itself resnlt in private business use.
In addition, the use of financed property,

related and subordinate to that mansge-
ment coniract and that use is not, in
substance, 8 separste comiractnal agres-
ment (for example, a separate lease of a
portion of the financed property). Thms,
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for example, exclusive use of storage
areas by the manager for equipment that
is mecessary for it to perform actvities
required under 3 management Coniract
that mests the requirements of section 5
of this revenne procedure, is not private
usiness nse.

0 General compenzation reguine-
TS,

(1) In pemeral. The coniract mmst
provide for reasonable compensation for
services Tendered with ne compensation
‘based, in whole or in part, on a chare of
net profits from the operation of the
faclity. Reimbursement of the service
provider for actual and direct expemses
paid by the service provider to unrelsted
parties is not by iself treated s com-

(X)) Arrangements that penerally
are not tremted az net profitt orange-
menis. For purposes of § 1.141-
F(L)(4W1) and this revemne procedure
compensation based om—

(a) A percentage of zmoss rew-
emmes {or adjusted gross revenmes) of a
facility or a percentage of expenses
from & facility, at not both;

(b) A capitation fee; or

() A per-umit fee is generally
not considered to be based on a shame of
net profits

(3) Productnity reward. For pu-
pﬂsunf§1141—3(b}[4}(1)a:dthsm—
eme procedure, a prodoctvity reward
equalmasm‘mdw]la:mnumhasadm
incTeases or decreases in gross revenmes
(or adjusted gross revenmes), or reduc-
tioms in total expenses (but mot both
incTeases M gross revemes (or adjusted
zress revemues) and reductions i fotal
expenses) in amy anmmal period during

procedure are retested as of the date of

ment confract is treated as one that was

newly entered imbo as of the date of the

03 Permizzible Arramgements. The

conract mmst be described

in section 5.03(1), 2} (3). (4. (5), or
(&) of this revemme procedure.

(1) 95 percent periodic ficed fee
arrangements. At least 95 percent of the
compensation for services for each an-
mual period during the term of the
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(3) Special rule for public iy
property. If all of the fnanced property
subject fo the comiract is a facility or
system of faciliies consisting of pre-

i public utility property (as
defined im § 16B(i}10) of the 1986
Code), then “20 years™ is substitmed—

(8) For “15 wyears™ in applying
section 5.03(1) of this revemme proce-
dure; and

(b) For “10 years™ in applying
section 5.03(2) of this reverme proce-
dre.

(4) J0 parcent periodic jfoed fee
arrangements. Bither at least 50 percemt
of the compensation for services for
each anmual period during the term of
the contract is based on a periodic fimed
fee or all of the compencation for
services is based on a capitation fee or a
combination of a capitstion fee and a
penidic fixed fee. The term of the
confract, inchoding all remewsl options,
mmst not exceed 5 years. The comiract
mmst be terminable by the qualified nser
on reasonable notice, withow penalty or
cause, 3t the end of the third year of the
comiract term

(5) Per-umit jfoe arranpements in
cartain  3-year comtract. All of the

compensation for services is based on a
per-unit fee or a combination of a
per-unit fee and a penodic fized fiee
The term of the coniract, including all
renewal options, must not exceed 3
years. The coniract must be terminable
by the qualified user om reasomable
notice, without penalty or cause, at the
end of the second year of the contract
term.

(6) Percentage of nnvenue or ox-
pense fee arrangements M certain
2year contracts. All the compensation
for services is based on a percentape of
fees charged or 2 combinatiom of a
per-unit fee and a percentage of revemme
or expense fee. Dumng the star-up pe-
rind, however, mnq:-msatm] may hbe

revemues, adjnsted gross revemues, or
expenses of a faclity. The term of the
coniract, including remewal optons,
must oot exceed 2 years. The contract
must be terminable by the qualified user
on reasomable notice, withowt penalry or
canse, at the end of the first year of the
contract terme This section 5.03(5) ap-
plies only to—

(a) Confracts under which the
service provider prmarily provides ser-
vices o third parties (for example, radi-
ology services to patienmts); amd

{b) Manapement coniracts in-
volving 3 facility doring am  imitial
start-up  period for which there hawve
been insofficient operations to establish
4 reasomable estimate of the amount of
the ammmal zross revemmes and expenses
(for example, 3 coniract for peneral
management services for the first year
of operations).

4 No Ciroumstsnces Substantially
Limiting Exercise of Rights

(1) In peneral. The service pro-

wh'mustmthmresnymlenrmla‘um—

coniract, based om all the facs and
Circumstances.
iz satisfied if—

(a) Mot more than 20 percent of
the voting power of the poverning body
of the qualified user in the azzregate is
vesied in the service provider and its
directors, officers, shareholders, and em-
ployees;

() Owerlapping board members
do not inchode the chief executive offic-
ers of the service provider or ifs govern-
ing body or the gqualified wser or its
governing body; and

20

(c) The qualified wser snd the
service provider under the comfract are
not related parties, as defined in
5§ L150-1(b).

SECTION &. EFFECT OM OTHER
DOCUMENTS

Eev. Proc. 93-19, 19031 CB. 524,
is made obsolete on the effective date of

this revenue procedure.
SECTION 7. EFFECTIVE DATE

This revemue procedure is effective
for sny management contract entered
into, materislly modified, or extended
(other than pursnant to 2 remewal op-
tiom) om or after May 146, 1997 In
addiion, an issuer may apply this rev-
eme procedure to any management con-
tract entered info prior to May 16, 1997,
DEAFTING INFOFRMATION

The principal suthor of this revenme

on (202) 622-3980 {not a toll-free call).

2 CFR a0 e Rules and regularions.
{dlse Part I §§ 105, 145, 145 J.140-3, 4.045-2)

15



