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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor
ghall there be any sale of the 2021 Short-Term Notes by any person in any jurisdiction o which it is
uniawiul for such person to make such an offer, solicitation or sale. The information set forth herein has
been provided by the San THego County Regional Trausportation Commission (the “Commission”) and
other sources that are believed by the Commission to be reliable. The Uncerwsiters have provided the
following sentence for inclusion o this Official Btatement: The Underwriters have reviewed the
information in this Official Statement in accordance with, and as part of, their responsibilities to investors
under, the federal securities laws as applied (o the facts and circumstances of this ransaction, but the
Underwriters do not guarantee the accuracy or completeness of such information.

No dealer, broker, salesperson or other person has bees 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 er representations pmust wot be relied wpon as having been authorized by the
Commission or the Underwriters.

This Official Statement is not to be constiied as a contract with the purchasers of the 2021 Short
Term Notes.

This Official Statement spesks only as of its date. The information and expressions of opinion
herein are subject 4o change without notice and neither delivery of this Official Statemert nor any sale
made in conjunction herewith shall, under any circumstances, create any implication that there has been
no change in the affairs of the Commission or other matters described herein sinee the date hereof. This
Official Statement is submitted with respect to the sale of the 2021 Short=Term Notes referred to herein
and may not be reproduced or used, 1n whole or in part, for any other purpose, unless authorized in

sriting by the Commission,

All descriptions and summaries of doguments and statutes hereinafter set forth do not parport to
be comprehensive or defindtive, and reference is made to each document and statute for complete details
of all terme and conditions, All statements herein are gualified in their entirety by reference to cach such
document and statute, Cerlain capitalized terms used but not defined herein are defined in APPENDIX
C-1 = “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE BENJOR
INDENTURE” or APPENDIX ©-2 — “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS
OF THE SUBORDINATE INDENTURE™ or, if not defined in Appendices C-Lor C-2, in the Senior
Indenture-or Subordinate Indenture, vespectively.

In connection with the offering of the 2021 Short-Term Notes, the Underwriters way overallot or
effect transactions which stabilize or maintain the market prices of such 2021 Short-Term Notes at levels
above-that which might otherwise prevail in the open market. Such stabilizing, if commenced, may be
discontinued at any time. The Underwriters may offer and sell the 2021 Short-Term Notes to certain
dealers, institutional investors and others at prices lower than the public offering prices stated on the
cover page hereof and such public offering prices may be changed from thme o time by the Underwriters.

CUBIP is 4 registored trademark of the American Bankers Association. CUSIP data hevein are
provided by CUSIP Global Services, managed by Standard & Poor’s Financial Services LLC on behalf of
The American Bankers Association. This data is not intended o creste a database. None of the
Underwriters, the Municinal Advisor or the Commission is responsible for the sclection or ¢correctness of
the CUSIP numbers set forth hercin



CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS INTHIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitule
forward-locking statements. Such statements are generally identifiable by the terminology used such as
“plan,” “cxpect” “cstimate,” “project,” “budget’ or other similar words. The achievement of certain
results or other expectations contained in such forward-looking statements involve known and unknown
risks, uncerfainties and other factors which may cause actual results, performance or achievements
deseribed to be materially different from any funure results, performance or achievements oxpressed or
imphied by such forward-looking statements. No assurance is given that actual resuls will weet the
forecasts of the Commission in any way, regardless of the level of optimism communicated in the
information. The Conunission 18 not obligated to issue nor does it plan to dssue any updaics or rovisions
1o the forward-looking statemenis if or when s expectations change, or covents, conditions or
circumstances on which such statements are based occur,
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OFFICIAL STATEMENT

$337.480,860
SAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION
SUBQRDINATE BALESTAX REVENUE
SHORT-TERM NOTES (LIMITED TAX BONDS), 2021 SERIES A

INTRODUCTION
eneral

This Official Statement, including the cover page and all appendices hercto (the “Official
Siatement™), provides certain information concerning the issuance and sale by the San Diego County
Regional Transportation Commission (the “Commission”) of its Subordinate Sales Tax Revenue Short-
Term Notes (Limited Tax Bonds), 2021 Series A (the “2021 Shori-Term Notes™) in the agpregate
principal amount of $537.480,000. All capitalized terms used and not otherwise defined herein shall have
the meanings assigned to such terms in APPENDIX C-1 — “DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS OF THE SENIOR INDENTURE” or APPENDIX (-2 - “DEFINITIONS
AND SUMMARY OF CERTAIN PROVISIONS OF THE SUBORDINATE TNDENTUREY o, if not
defined 1 Appendices C-1 or C-2, in the Senior Indenture or Subordinate Indenture, respectively,

Authority for Issusnce

Pursuant to the San Diego County Regional Transportation Commission Act, Chapter 2 of
Dhivision 12.7 {Sections 132000 and following) of the Public Utilities Code of the State of California, (the
*Act™, the Commission is authorized to issue indebiedness payable in whole or 1o part from Sales Tax
Revenues (defined below), The 2021 Short-Term Notes will be issucd pursuant to Chapter 6 of Part 1 of
Division 2 of Title 5 of the Government Code of the State ot California, as referenced in the At and
Articles 10.and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the Government Code of the State of
California and secured by a second lien pledge of Sales Tax Revenues (zs defined herein) pursuant o the
Subordinate Indenture, dated as of April §, 2018, as supplemented and amended by the First Supplement
to the Subordinate Indenture, dated as of April 1, 2018, and the Sccond Supplement to the Subordinate
Indenture, dated as of March 1, 2021 (collectively, the “Subordmate Indenture”), between the
Corunission and US, Bask Nationzgl Association, as trastes (e “Trastee™).

The Commission is a separate legal entity from the City of 8an Diego, California (the “City"band
the County of San Diego, California (the “County”). See “SAN DIEGO COUNTY REGIONAL
TRANSPORTATION COMMISSION.”

Application of 2021 Short-Term Note Proceeds

The Commission will apply the procesids of the 2021 Short-Term Notes to: (i) refund and defease
the Commission’s outstanding Subordinate Sales Tax Revenus Short-Term Notes (Limited Tax Bonds),
2018 Series A (the “2018 Short-Term Notes™”) (i1} finance a portion of interest on the 2021 Short-Term
Notes, and (iif) pay the costs of Issuing the 2021 Short-Term Notes. See “REFUNDING PLAN" and
“ESTIMATED SOURCES AND USES OF FUNDS”

o



Hepayment and Security for the 2021 Short-Term Notes

The 2021 Short-Term Notes are limited obligations of the Commission secured by a subordinate
pledge of sales tax revenues (herein called the “Sales Tax Revenues™) derived from a one-half of one
percent {0.5%) retail transactions and use tax (the “Sales Tax"), imposed in accordance with the Act and
the California Transactions and Use Tax Law (Revenuve and Taxation Code Section 7251 and following),
net of an administrative fec paid to the Califorma Department of Tax and Fee Administration {the
“CDTEA”) in connection with the collection and disbursement of the Sales Tax. The Taxpayer
Transparency and Faimess Act of 2017 restructured the California State Board of Egualization (the
“BOE") into three separate entities: the State Board of Equalization, the CDTFA and the Office of Tax
Appeuls. The CDTHA hundles mostof the taxes and fees previously collected by the BOE, including, as
of July 1, 2017, the Sales Tax.

The Commission does not expect to colleet and retain Sales Tax Revenues in an amount
sufficient to pay the principal of the 2021 Short-Term Notes at maturity, 'The Commission cxpects to pay
the principal of the 2021 Short-Term Noles from the proceeds of a draw on the TIFIA Loan Agreement,
dated as of January 14, 2021, between the Commission and the U.S. Department of Transportation, acting
by and through the Build America Bureau. See “IUNIOR SUBORDINATE TIFIA LOAN” and “RISK
FACTORS ~ Availability of Funds to Pay 2021 Short-Term Notes™ hercin,

The amounts borrowed under the TIFIA Loan Agreement are expected to be fully drawn in 2
single disbursement no later than October 1, 2022, and such amounts are expected to be applied to pay the
2021 Short-Term Notes on or prior to their maturity date. See “SECURITY AND SQURCES OF
PAYMENT FOR THE 2021 SHORT-TERM NOTES" and “RISK FACTORS ~ Availability of Funds to
Pay the 2021 Short-Term Notes.”

The Subordinate Indenture provides that unless the 2021 Shori-Term Notes have been previousty
patd or defeased pursnant to the provisions of the Subordinate Indenture, the Commission agrees to use ils
best efforts; on or before October 1, 2022, to draw on the TIFIA Loan Agreement or, to the sxient
sufficient funds are not available or eligible thereunder, to issue Senior Bonds under the Indenture, dated
as of March 1, 2008, between the Commussion and LS, Bank National Association, as trustee (the
“Senior Trustee™), as supplemented (the “Senior Indenture™), or Notes or other Parity Debt under the
Subordinate Indenture or lo otherwise obtain financing to provide funds sufficient 10 pay the principal of
the 2021 Short-Term Notes onOgotober 1, 2022, See “SECURITY AND SOURCES OF PAYMENT FOR
THE 2021 SHORT-TERM NOTES — Best Efforts Undertaking to Draw on TIFIA Loan Agreement or
Ohbtain Fioancing ™

On November 3, 1987, a majority of County volters approved the San Diego County
Transportation Improvement: Propram Ordinance gnd Bxpenditure. Plan {85 amended, the “1987
Ordinance”) which imposed the Sales Tax in the County for a 20-vear period. Under the 1987 Ordinance,
the Sales Tax was scheduled to expive on April 1, 2008, On Movember 2, 2004, more than two-thirds of
County voters gpproved the San Ddego County Transportation Improvement Propram TransNet
Ordinance and Expenditure Plan (the “Sales Tax Extension Ordinance” and, together with the 1987
Ordinance, the “Ordinance”y which provided for an extension of the Sales Tax through March 31, 2048,
The 2021 Short-Term Notes are further secured by a pledge of certain amounts held by the Trustee under
the Subordinate Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2021 SHORT-
TERM NOTES - Subordinate Pledge of Sales Tax Revenues,”

The Sales Tax 1s scheduled to expire on March 31, 2048, Under the Subordinate Indenture, the
Trustee is reguired to make monthly deposits of Sales Tax Revenues received from the Senior Trustee
pursuant to the Senior Indenture in the Interest Fund and Principal Fund in advance of the next
semianaual or annual payment of debt service becoming due on the 2021 Short-Term Netes, in amounts



sufficient to pay such debt service, including the final amount becoming due on October 1, 2022, See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2021 SHORT-TERM WNOTES - Allocation of
Sales Tax Revenues for 2021 Short-Term Notes” and “THE SALES TAX -~ Authorization, Application
and Collection of the Sales Tax™ Notwithstanding the foregoing, the Commission expects fo pay the
principat of the 2021 Short-Term Notes from the proceeds of the Junior Subordinate TIFIA Loan orother
financing as set forth above.

Outstanding Senior Obligations

As of February 1, 2021, the Commission had outstanding $1,777,935,000 aggregate principal
amount of its Sales Tax Revenue Bonds (Limited Tax Bonds) with a lien on Sales Tax Reventies senior o
the subordinate pledge securing the 2021 Short-Term Notes. The Commission is also parly to Interest
Rate Swap Agreements and Liguidity Facilities secured by a lienon Sales Tax Revenues senior to the
pledge securing the 2021 Short-Term Notes. See "OUTSTANDING OBLIGATIONS ~ Senior Lien
Pebt,” "o Interest Rate Swap Agreements™ and “- Liquidity Faciliies.™

Issuance of Additional Ssbordinate Obligations

The Commission s authorized to issue 5100000000 of San Diepo County Regional
Transportation Commission Subordinate Sales Tax Revenue Commercial Paper Notes {Limtted Tax
Bonds) (the “Subordinate Commercial Paper Notes”) and may issue additional Subordinate Commercial
Paper Notes and other Parity Debt (a8 defined herein) secured by Sales Tax Reveniies on a parity with the
2021 Short-Term Notes and on a basis subordinale to the Commission’s Outsianding Senior Lien Debt (as
defined herein). See SECURITY AND SOURCES OF PAYMENT FOR THE 2021 SHORT-TERM
NOTES — Issuance of Additional Obligations.”

Nao Debt Service Beserve for 2621 Short-Term Notes
No debt service reserve will be funded for the 202 1 Shorts Term Notes.
The Commission and SANDAG

The Board of Duwectors of the San Diego Association of Governments (“SANDAGY) s
designated under State lepislation fo serve as the San Diego County Regional Transportation
Commission. The Commission is authorized, acting by motion, resolution or ordinance; to-enter inio
contracts and, by a two-thirds vote to authorize the issuance of bonds payable from proceeds of the Sales
Tax.

The Commission is a separate legal entity from the City of San Thege, California (the “City”) aud
the County of San Dicgo, California (the “County”). Ses "SAN DIEGO COUNTY REGIONAL
TRANSPORTATION COMMISSION.”

The Commission is responsible for the implementation and adminisiration of transportation
fmprovement programs funded with the Sales Tax known as “TrunsNer” The Commission is authorized
to receive sales tax revenues after deduction of required CDTFA costs, approve programs and projects for
funding, and adopt implementing ordinances, rules, policies. and take such other actions as may be
necessary and appropriaie 1o carry out iis responsibalities. See “SAN DIEGO COUNTY REGIONAL
TRANSPORTATION COMMISSION.”

S5ANDAG s the statutorily created regional transportation planning agency. In 2003, Siate
legislation reguired the counsolidation of the planning, programming, project development, and
construction funcfions of the agencies currently known as San Diego Metropolitan Transit System



("MTS"} and North County Transit Disteict (NCTD) into SANDAG. 5ANDAG is now responsible for
transit planning, programuing, project mplementation, and construction of transit projects in the region
and assists in the Bnancing of transit projects. Netther SANDAG nor the Commission operates public
transit services. MTS and NCTD operate such services within the County. SANDAG is the operator of
certain oxpress lanes on State Route 125 and has issued toll revenue debt to finance the acquisition of
suchtoll road. The liabilities of SANDAG are not lisbilities of the Commission.

Mid-Coast Corvidor Transit Project

The Commission’s “Mid-Coast Corridor Transit Project” is a 10,92 mile extension of the
Metropolitun Transit System’s San Diggo Trolley Blue Line from the Santa Fe Diepot in downtown San
Diegn to the University Town Center Transit Center in the University City community of San Diego,
California; As of the date of this Official Statement, the Mid-Cousst Corridor Transit Project is
approximately 85% completed, with vtility relocation, major structure construction and most of the land
acquisition now completed. Subswiace utilities, tncluding electrical, communication, sewer, water; and
siorm drain, have been substantially relocated. Construction on the bridges and viaduct that will carry the
light rail and the station foundations is substantially complete, Righi-of-way acquisitions for 35 of the
total 44 properties have been completed (and persdission has been seoired 1o sdvance construction on 41
properties). Supporting infrastructure inchuding retaining walls, bike paths, roadways, and sidewalks are
approximately 95% complete. Track is installed snd the construction teams are substantially complete
with mstallation of the catenary systern, with testing and starl-up on schedule to start in Spring 2021,

The Commission applied the proceeds of the 2018 Short-Term Notes to; {1} finance or refinance
certain costs of the Mid-Couast Corndor Transit Project, including all or a poriion of (a) upgrades to
signaling and traction power systems along existing trolley tracks from the Santa Fe Denot to the Old
Town Transit Center, (b} construction-of new double frack between the Old Town Transit Center and the
UTC Transit Center in University City, (¢) construction of new stations; (d) construction of park-and ride
facilities with parking spaces; (¢} construction of transfer facilities; and () acguisition of new jfow-floor
light rail transit vehicles, and (i) pay the costs of issuing the 2018 Short-Term Notes, The 2018 Short-
Term Notes are being refunded and defeased 1 full with a portion of the proceeds of the 2021 Shori-Term
Notes. Bee "REFUNDING PLAN.

The Commissiou previously applied certain procseds of its Series 2014 Bonds and Series 2016
Bonds to finance a pertion of the costs of the desigy and construction of the Mid-Const Corridor Transit
Project under the TransNer Barly Action Program. On August 14, 2019 SANDAG issued $335,000,000
Capital Grant Receipts Revenue Bonds (Mid-Coast Corridor Transit Project), 1o provide funds to finance
a further portion of the costs of the design and construction of the Mid-Coast Corridor Transit Project.

COVID-1Y Pandemic

The outbreak of COVID-1Y, a respivatory disease cansed by new sirains of coronavirus, has been
charactetized as a pandemic (the “Pandemic™) by the World Health Organization and is significantly
affecting many parts of the world, including the United States, California and the County. The Pandemic
has nepatively affected travel and commerce and is widely expected o continue to negatively affect
SCONOMIC outpuL.

Sales Tax Revenue collections have been higher in the first half of Fiscal Year 2021 than the first
haif of the prior fiscal vear. In particuiar, collections have benefited from a recent United States Supreme
Court ruling that broadened the ability to tax online sales of a seller located in another state at a time
when online-sales surged as a result of the Pandemic, See “THE SALES TAX - Recent Developments
Regarding Sales Tax Collection. Sales Tax Revenues have also benefited from higherthan-expected
spending on taxable items as a result of publicincome support (stimulus checks and supplemental



unemployment benefits), the fast recovery in high paying jobs, and the strong stock market. Spending
behavioral changes have also led to strong increases in spending on taxable goeds, while spending on
services decreased due to Pandemic related restrictions. See “THE SALES TAX - Historical Sales Tax
Revenues — Monthly Saleg Tax Revenues)”

To date, the cconomic effectsof the Pandemic have not resulied ina material reduction of Sales
Tax Revenues, but the Commission is unable to predict the Pandemic’s ongoing impact.  Such impact
could have a material adverse effect on future Sales Tax Revenues. Sce “RISK FAUTORS - COVID-19
Pandemic.” The Commission does have flexibility to adjust project expenditures if necessary to adapt to
the practical and economic challenges of the Pandemie. See “SAN DIEGO COUNTY REGIONAL
TRANSPORTATION COMMISSION - The Expenditure Plag”

THE 2821 SHORT-TERM KOTES

The 2021 Short-Term Notes are being issued by the Conunission pursuant to the Subordinate
Indenture and the Act. The 202! Short-Term Notes will be dated their date of delivery and will mature on
the date and in the amounts, and will bear intercst at the rates; shown on the cover page of this Official
Statement. Interest on the 2021 Short-Term Notes will be caleulated on the basis of a 360-day year
consisting of twelve 30-day months., The Commission will issue the 2021 Short-Term Notes as fully
registered bonds n denominations of $5,000 or any integral multiple thereof. The Commission will pay
interest on the 2021 Short-Term Notes on April | and October | of each yesr, commenging on Getober 1,
2021 (each, an “Interest Payment Date”).

The 2621 Short-Term Notes will be tssued in booleontry form only and will be registered in the
natme of 4 nominee of The Depository Trust Company, New York, New York (“DTC), which will act as
securitics depository for the 2021 Short-Term Notes. Invesiors may purchase 2021 Short-Term Notes in
bogk-entry form only. Purchasers (“Beneficial Owners”) of the 2021 Short-Term Notes will not receive
physical certificates representing their ownership interest in the 2021 Shori-Term Notes purchased.
Pavmients of principal of and interest on the 2021 Short-Term MNotes will be made to DTC, and DT will
distribute such payments to its Ditect Participants. “Beneficial Owner” means any Person who has the
power, directly or indirectly, to vote or consent with respect to, or to dispose of ownership of any 2021
Short-Term Nete, including, without limitation, any Person holding 2021 Short-Term Notes through
nominees or depositories, including DTC, Disbursement of such payments to Benslicial Owners of the
2021 Short-Term Notes is the tesponsibility of DTC’s Direct and lndivect Participants and not the
Commission. See APPENDIX E - “BOOK-ENTRY ONLY SYSTEM.”

SECURITY AND SOURCES OF PAYMENT FOR THE 2821 SHORT-TERM NOTES
Aunticipated Repavment of Principal of 2021 Short-Term Notes Frem TIFIA Lpan Draw

The Commission does ‘not -expect to-colleet and retain Sales Tax Revenues inan amount
sufficient to pay the principal of the 2021 Short-Term Notes at maturity. The Commdssion expects to pay
the principal of the 2021 Short-Term Notes from the proceeds of a draw on the TIFIA Loan Agreement,
with the TIFIA Lender. pursuani to which the TIFIA Lender has agreed to extend credit o the
Commission m the amount of $537 484,439, plus up to five vears of capitalized interest. 8ee “JUNIOR
SUBORDINATE TIFIA LOAN" and “RISK FACTORS —~ Availability of Funds to Pay 2021 Shori-Term
Notes” herein.

The Subordinate ludenture provides that uniess the 2021 Short=Tern Notes have been previously
paid or defeased pursuant to the provisions of the Subordinate Indenture, the Commission agrees to use its
best efforts, on or before October 1, 2022, to draw on the TIFIA Loan Agrecment or, to the cxtent
sufficient funds are not available or eligible thereunder, to issue Senior Bonds under the Senior Indenture,

LA



or Notes or other Parity Diebt under the Subordinate Indenture or to otherwise obtain financing, at any
interest rate not to exceed the Maxunum Interest Rate (a5 delined in the Sentor Indenture) and subject to
the terms of the Senior Indenture and the Subordinate Indenture, to provide fumds sufficient 1o pay the
principal of the 2021 Short-Term Notes on October 1, 2022, See “SECURITY AND SOURCES OF
PAYMENT FOR THE 2021 SHORT-TERM NOTES - Best Efforts Undertaking to Draw on TIFIA Loan
Agreewent or Obtain Financing.”

Suberdinaie Pledge of Sales Tax Revenues

The 2021 Short-Term Notes are limited obligations of the Commission and are payable as to
arincipal and interest exclusively from Revenues as defined in the Subordinate Indenture, counsisting of
Sales Tax Revenues and any other amounts received by the Trustee after satisfaction of the Conumission’s
obligation to pay principal of and inierest on the Semior Lien Debt {as defined below), scheduled
pavinents on any Inlerest Rate Bwap Agreements and to repleaish shortlalis, il any, in debt service reserve
unds relating o the Senior Lien Debt. “bales Tax Revenues” means the amounts available for
distribution to the Commission on and after July 1, 1928 on account of the Sales Tax afier deducting
amonnts payable by the Commission to the CDTEA {or costs and expenses for s services m conmection
with the Sales Tax. For a general discussion of the Sales Tax and histotical and forecasted Sales Tax
Revenues, see “THE SALES TAX” herein,

The Subordinate Indenture provides that the pledpe of Revenues forthe payment of the 2021
Short-Term Notes, the Subordinate Commercial Paper Notes, and any debt or other obligations of the
Commission secured by Revenues on a parity with the 2021 Short-Term Notes {such debt being
hersinafier referred to a5 “Parity Debt”), shall constitute a first lien on the Revenues pledged under the
Subordinate Indenture and shall be valid and binding from and after delivery by the Trustee of the 2021
Short-Term Notes or Parity Debt, without any physical delivery thereof or further act. The security
provisions of the Senior Indenture and the Subordinate Indenture effectively create a second lien on Sales
Tax Reventes, jumior and subordinate to the finst Henon Sales Taxn Revenues that secures the Senior Lien
Debi.

Under the Subordinaie Indenture, the ‘Commission hss govenanted to cause the Saley Tax
Revemies to be transoutted by the CDTEA directly o the Benior Trustee .and pursuant lo the Senioy
Indenture cach month the Senior Trusice shall remit all Sales Tax Bevenues remaining after satisfoction
of the reguirements relating to the Senior Licn Debt to the Trustee The Trostee 15 dirscted to deposit all
Sales Tax Heveoues received from the Senior Trustec in the Révenue Fund established under the
Subordinate Indenture; See “Allocation of Sales Tax Revenues for 2000 Short-Ter Motes” below: All
matieys atany time held i the Revenue Fund established under the Subordinate Indenture shell be beld in
trust for the benefit of the registered owners of the 2021 Short-Term Notes and Parity Debt and shall be
disbursed; allocated and appled solely for the uses and purposes set forth in the Subordinate Indenture,

As of Pebmary 1, 2021, the Commission had outstanding $1,777,935 000 aggregate principal
amount of sales tax revenue bonds (the “Oustanding Senior Bonds”™) and may decide to issue additionsl
sales tax revenue bonds or other indebtedness having a lien upon the Sales Tax Revenues that 15 senior to
that of the 2021 Short-Term Notes (the Quistanding 3Senior Bonds and any -additional bonds or other
indebtedness secured by a len on Sales Tax Revenues senior to Jien securing the 2021 Short-Term Notes
15 referred fo hereinoas the “Senior Lisn Debt™, The Commission is also parly fo Infecest Rale Swap
Agreements and Ligmdity Facilities secured by 8 len on Sales Tax Revenues senior to the pledge
securing the 2021 Short-Tenn Notes. See "OUTSTANDING OBLIGATIONS = Seolor Lisn Debt”
“ Interest Rate Swap Agreements and “— Liquidily Faeilities”

See APPENDIX C-1 — “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF
THE SENIOR INDENTURE?”



Limited Liability

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE COUNTY,
THE STATE OR ANY POLITICAL SUBDIVISION THEREOF, OTHER THAN THE
COMMISSION TO THE EXTENT OF THE PLEDGE OF REVENUES DESCRIBED HEREIN,
IS PLEDGED TO THE PAYMENT OF PRINCIPAL OF OR INTEREST ON THE 2021 S8HORT-
TERM NOTES. NEITHER THE CREDIT NOR THE TAXING POWER (OTHER THAN AS
DESCRIBED IN THE SUBORDINATE INDENTURE) OF THE COMMISSION I8 PLEDGED
FOR THE PAYMENT OF THE 2021 SHORT-TERM NOTES, THE 2621 SHORT-TERM NOTES
ARE NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE, LIEN OR
ENCUMBRANCE UPON, ANY OF THE PROPERTY OF THE COMMISSION OR ANY OFITS
INCOME OR RECEIPTS, EXCEPT THE REVENUES,

Allsention of Sales Tax Hevenues for 2020 ShavtsTerrn Notes

In accordance with the Subordinale Indenture, so long as any 2021 Short-Term Notes are
Outstanding and all other amounts payable thersunder remain unpaid, the Trustes will set aside in gach
month following receipt of the Sales Tax Revenues the moneys in the Revenue Fund in the following
fund (which the Trustee shall establish, maintain and hold in trust for the benefit of the Holders of the
2021 Short-Term Notes and Parity Debt) in the following amount, the requirements of such fund
(nchuding the making up of any deficiencies in any such fund resultng from lack of Revenues sufficient
to make any eatlier required deposit) at the time of deposit to be satisfied before any deposit is made to
amy fond subsequent in prierity; provided that on a partty with such deposits the Trustee toay sebaside or
transfer amounts with respect to any outstanding Subordinate Commercial Paper Notes and Parity Debt as
provided in the Subordinate Indenture and the proceedings for such Parity Debt delivered to the Trustec
pursuant to the Subordinate Indenture (which shall be propertionate in the event such amounts are
insutficient to provide forall deposils required as of any date to be made with respect to the 2021 Short-
Term MNotes and Parity Debt).

2021 Short-Term Noites Interest Fund, Following receipt of the Sales Taz Revenues from the
Senior Trustee i each montly, the Truster shall et aside {n the 2001 ShortTerm Notes Interest Fund as
g00n 45 practicable in such month an amount egual to one-sixth of the ageregate half-yearly amount of
interest becoming due and payable on the 2021 Shori-Term Notes during the next ensuing six (6) months
{excluding any interest for which there ave moneys deposited in the 2021 Bhovt-Term Notes lnterest Fund
from the proceeds of the 2021 Short-Term Notes or other source and reserved as capitalized interest to
pay such interest during said next ensuing six (6) months), until the requisite haltyearly amount of
interest on all such 2021 Short-Term Notes 1son deposit in such fund; provided that from the date of
delivery of the 2021 Short-Term Notes until the first Interest Payment Date with respect to such 2021
Shori-Term Notes the amounts set aside in such fund with respect to such 2021 Bhort-Term Notes shall be
sufficient on a monthly pro rata basis to pay the aggregate amount of interest becoming due and payable
on said Interest Payment Date. No deposit need be made into the 2021 Short-Teomn Notes Interest Fund if
the amount contained therein is at least cqual to the interest fo become due and payable on the Interest
Payment Date falling within the next six (6) months upon the 2021 Short-Term Notes then Outstanding
and on Apnl L of each year any excess amounts in the 2021 Short-Term Notes Interest Fund not needed
1o pay interest on such date shall be transferred to the Commission (but excluding, in cach case, any
moneys on depostt in the 2021 Short-Term Notes lotercst Fund to pay tnterest on any future Intersst
Payment Dates following such Interest Payment Dates).



Pursuant to the Subordinate Indenture, the prinvipal pavments for the 2021 Short-Term Notes
constitule Excluded Principal Payimenis and no amounts veed be on deposit in the 2021 Short-Term Notes
Principal Fund with respect to such prineipal payments: See APPENDIX -2 — “DEFINITIONS AND
SUMMARY OF CERTAIN PROVISIONS OF THE SUBORDINATE INDENTURE - THIRD
SUPPLEMENT TO THE SUBORDINATE INDENTURE — Allocation of Sales Tax Revenues — 2021
Short-Tern: Notes Principal Fund.”?

Besi Efforts Undertaking fo Draw on TIFIA Loan Agreement or Obtain Financing

The Sabordinate Indeniure provides that unless the 2021 Short-Term Notes have been previously
paid or defeused pursuant o the provisions o0 the Subordinate Indenture, the Commission ggrees to use ity
best efforts, on or before Qctober 1, 7022, to draw on the TIFIA Loan Agreement o, to the exfent
sutficient funds are not available or eligible %hr*tt.un&m o igsue Senior Bonds under the Senior Indenture,
or Notes or other Parity Debt under the Subordinate Indenture or to otherwise obtain fAnancing, at any
interest rate not to ¢xceed the Maximum Tuterest Rate (as defined i the Senior Indenture) and subject to
the terms of the Senior Indenture and the Subordinate Indenture, to provide funds sufficient to pay the
principal of the 2021 Shost-Tenm Notes on October 1, 2022, See “RISK FACTORS ~ Availsbihty of
Funds to Pay the 2021 Shaort-Term Notes.”

Tssuance of Additional Obligations

The 2021 Shon-Term Notes will be issued and delivered as Subordinate Obligations under the
Subordinate Tndenture, Except 406 the extent restricted by the Subordinate Tndenture, the SeniorTndennure
and the TIFIA Loan, the Conunission may issue or tncur obligations payable out of Sales Tax Revemucs
on 4 basis senior to, on a parity with, or junior and subordinate to the payment of the principal and interest
requirements for the 2021 Short-Term Notes.

Issuance of Additionsl Semior Lien Obligations. The Commission may by an ndenturs
supplemental to the Senior Indenture establish one or more series of Senior Bonds {as such term i3
defined herein) grmfawﬂ from Sales Tax Revenues and secured by the pledge made ynder the Senior
Indenture on w basis senior 1o the 2021 Short-Term Notes, but only upon co ;mghame by the Commission

with certain provisions of the Senior Indeniure, the Subordinate Indenture snd the TIFIA Losn Some
applicable provisions of the Senior Indenture are described below:

F

{a) No Event of Default (as such tenm i3 defined in the Senior Indenture) shall have oseourred

Bl
and then be continuing,

(b} It the supplemental indenture providing for the issuance of such serics of additional
Bonds requires either (1) the establishment of a bond reserve fund to provide additional security for such
series of bonds or (11) that the balance on deposit in an existing bond reserve fund established under the
Senior Indenwre be increased, Torthwith upon the receipt of the proceeds of the sale of Senior Bonds of
such series, to an amount at least equal to the Bond Reserve Requirement (as such term ts defined v the
Senior Indenture) with respect to such sories of Senior Bonds and all other Senior Bonds secwred by such
bond rescrve fund to be considered Outstanding (as such term is defined in the Sentor Indenture} upon the
tssuance of such additional series of Senior Bonds, the supplemental indenture providing for the issuance
of such additional series of Sentor Bonds shall require deposit of the amount necessary. Said deposit may
be made from the proceeds of the sale of Semior Bonds of such series or from other funds of the
Commission or from both such sources or in the form of a Reserve Facility as described under
APPENDIX (-1 = “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIUNS OF THE SENIOR
INDENTURE — Definitions” and “ - Hstablishooent and Application of Funds and Accounts — Funding
and Application of Bond Reserve Funds”



(¢} The Commission shall have placed on file with the Ssnior Bond Trustee a certificaie.of
the Commission, certifying that the amount of Sales Tax Revenues coliccted during the fiscal vear for
which audited financial statements are available preceding the date on which such additional sevies of
Senior Bonds will become outstanding was equal to at least 2.0 times Maximun Annual Debt Service i%m
such term s defined in the Senior Indenture) on all series of Senior Bonds then Outstanding (#s such ter
is defined in the Senior Indenture) and any indebtedness, installment sale obligation, lease obﬁigmmn ot
other obligation of the Commission then Outstanding (as such term is defined in the Senior Indenture) for
borrowed money or the Initial Swaps (a5 such term is defined in the Senior Indenture), the Basis Bate
Swap Overlays, or any other Interest Rate Swap Agreement (as such term s defined in the Seaior
Indenture) (excluding, in gach case, fecs and expenses and termination payments on Interest Rate Swap
Agreements {as such term is defined in the Senior Indenture) entered into in conncction with g sevies of
Senior Bends, in-oach case incurred in gosordance with the provisions of the Senior Indenture desoribed
herein aud having an egual Hen and charge upon the Sales Tax Revernues and therefore payable on a
parity with the Senior Bonds (whether or not any Senior Bonds are Outstanding {(as such term is defined
in the Sepior Indenture)) {collectively, the “Senior Obligations™), and the additional series of Senior
Bonds then proposed to be issued, which certificate shall also set forth the computations upon which such
certificate is based. For purposes of calculating Maximum Annual Debt Service (as such term is defined
in the Senior Indenture), principal and interest payments on Obligations (as such term is-defined in the
Sentor Indenture) are excluded to the extent such payments are to be paid from Revenues (as such term is
defined in the Senior Indenture) then held on deposit by the Senior Trustee or from other amounts on
deposit, including Investment Securities (as such term is defined in the Senior Indentwe) and interest fo
be payable thereon,; with the Senior Trustee or other Aduciary in sscrow specifically therefor and interest
payments are excluded to the extent that such interest payments are to be paid from the proceeds of
Obligations (as such term is defined in the Senior Indenture), including Investment Securitics {as such
term is detined in the Senior Indenture} and interest to be pavable thereon, held by the Sentor Trustee or
other fiduciary as capitalized intecest specifically to pay such interest or from pledged Subsidy Payments
{as such term is defined in the Senior Indenture) the Commission expects to receive.

{d) The Comunussion shall deliver to the Senior Trustee and the TIFIA Lender a certificate of
the Commission to the effect that (1) no Bvent of Default (a8 defined in the TIFIA Loan Agzecrmﬁ £ h.ars
occurred -and s then continuing, and {if) no event has occurred and is then continuing that with th
passage of time or the giving of notice will become an Event of Default-under the Senior h denture or
under the TIFIA Loan Agreement (as such terms are defined in the 2017 TIFIA Loan Agrecment);

{e) Whileany TIFIA Bonds (a5 such term is defined in the Senior Indenture} are Outstanding
{as such term Is defined in the Sentor Indenture), the Commissipn shall provide to the Senior Trustee and
the TIFIA Lender, prior to the issuance of such additional series of Senior Bonds, a certificate of the
Commission certilying thal the amount of Sales Tax Revenues collected during any 12 conseculive
calendar months specified by the Commission within the most recent 13 Qﬂi*“t}ﬁd; months immediately
preceding the date on which such additional series of Senior Bonds will become outstanding shall have
been at least equal to 1.15 times Total Maximum Annual Debt Service (gs such lerm is-defined in the
Senior Indenture) on all Sentor Obligations (as such term 15 defined in the Senior Indenture}, Subordinate
Obligations (as such wrm is defined o the Senior Indentarey and Junior Subordinate Oblisations (as such
term is defined o the Sentor Indenture) then Outstanding (as such term is defined in the Sentor Indenture)
and the additional series of Senior Bonds then proposed to be issued, which certificate shall also set forth
the computations upon which such centificate is based; and

§¢ The Comndssion shall certity to the Benior Trustes aund the TIFMA Lénder that the
issuance of any additional Senior Bonds (Oﬁmr than Senior Bonds issued or lnewtred for purposes of
refunding in wm;;h"mp@ with the requirements for the issuance of Senior R@ﬂmdmg Bonds set forth in the
Senior Indentire will not, inand of itself, result i a wwngr ade below “A-" or “A3” or withdrawal of the
then-existing -credit ra’iing of any TIFIA Bonds (as such term is dc{mm in the Senior Indenture), as



confirimed by the Mattonslly” Recognized Rating Agencies (a5 such form i defined in the Senior
Indenture) that provided the most recent ratings of such TIFIA Bonds at the request of the Commission.

Nothing o the Senior Indenture will prevent or be construed to prevent the wpplemental
tndenture providing for the issuance of an addivional series of Senior Boads and pledging or otherwise
providing, in addition to the security given or intended to be given by the Sendor Indenture, additional
security for the benefit of such additional series of Senine Bonds or any portion thereod.

Issuarce of Additional Subordinate Obligarions. The Commission may by Supplemental
Indenture to the Subordinaie Indenture establish one or more additional Series of Subordinate
Comnnercial Paper Notes or Parily Dol payable o Revenues and secuwred by the pledge made unde
the Subordinate Indentire equally and ratably with the 2021 Short-Term Notes and any other Subordinate
Commercial Paper Notes previously issued, and the Commission may issue, and the Issuing and Paying
Agent may authenticate and deliver to the purchasers thereof, Subordinate Commercial Paper Notes of
any Series so established, in such principal amount as shall be determined by the Commission, but only,
with respect to cach such additional Series of Subordinate Commercial Paper Notes or Parity Debt, upon
compliance by the Commission with the provisions of the Subeordinate Indentare and any additional
requirements set Yorth in said Supplemental Indenture and subject to the following specific conditions:

{a} No Event of Default shall have occurred and then be continuing under the Subordinate
Indentwre.
{b) The aggregate principal amount of Subordinate Commercial Paper Notes or Parity Deht

authotized to be issued under the Subordinate Indeniure together with all outstanding Senior Lien Debt
and Parity Debt shall not in combination with all outstanding debt obligations of the Commission exceed
any lumitation imposed by law or by any Supplemental Indenture or by Section 132308(b) of the Public
Utilities Code of the State.

{c) The Commigsion shall place on file with the Trostee and each Administrative Agent 2
Certificate of the Commission certifying that the amount of Sales Tax Revenues coliected during the
Fiscal Vear for which sudited financial statements are available preceding the date on which such
additional Series of Subordinate Commercial Paper Notes or Panity Debt will become Outstonding shall
have been at least equal to 1.5 times the amount of Maximum Annual Debt Service (as such term s
defined in the Subordinate Indenture) on all Senior Lien Diebt, Subordinale Commercial Paper Notes and
Parity Debt then outstanding and the additional Series of Subordinate Commercial Paper Notes or Parity
Debt thea proposed, which Certificate shall also set forth the computations upon which such Certificate is
based, which Certificate shall also sei forth the computations upon which such Certificate is based. See
APPENDIX €2 - “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE
SUBORDINATE INDENTURE”

OUTSTANDING OBLIGATIONS
Senior Bondsy
Pursuant to the Senior Indenture the Commission has issued the senior lien sales tax revenue
bonds sumumarized below. Such bonds and any additional bonds hereafter authorized by, and at any time
Owistanding under, the Senior Indenture are referred o collectively herein as “Senior Bonds,”
The Commission may issue additional Senior Bonds and may issue or incur other obligations
secured io whole or in part by a pledge of Sales Tax Revenues on a parity with the Senior Bonds and the

regularly scheduled payments on the Tnitial Swaps (as defined herein), the Basis Swap Overlays {(as
defined herein) and any other Interest Rate Swap Agreements (38 defined herein), subject to comphiance
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with the terms and provisions set forth in the Senior Indenture. See “SECURITY AND SOURCES OF
PAYMENT FOR THE 2021 SHORT-TERM NOTES - Issuance of Additional Obligations - Issuance of
,Acidmmzai Senior Lien Obligations.”

As of February 1, 2021, the Comntigsion had $1,777,935,000 of the following Series of Senior
Bonds Quistanding under the Senior Indenture

Sevies 2008 Bownds, On March 27, 2008, the Commission issued its 5600,000.000 Sales Tax
Revenue Bonds (Limited Tax Bonds), 2008 Series A, 2008 Serics B, 2008 Serieés U and 2008 Series P
(collectively, the “Series 2008 Bonds™) in the aggregate principal amount of $600,000,000. The Series
2008 Bonds have a Onal stated mawmily of April 1, 2038, The Series 2008 Bonds arg w%miy
Chatstanding in the abg,reg:,dtt: principal ameunt of ﬁéd%‘}?j(i},ﬁﬁﬁ. The Series 2008 Bonds are variable rate
demand obligations and currently bear interest at o weekly interest rate, The C@mmissmﬁ gntered into
certain {nitial Swaps in connection with the Serics 2008 Bonds, pursuant to which the Commission pays
fixed rates and receives variable rates. See “OUTSTANDING OBLIGATIONS - Interest Rate &Ewag
Agreements.” A portion of the proceeds of the Serics 2012 Bonds described below refunded $151
million of the Series 2008 Bonds ugd a comesponding sotional amount of the Initisl Swaps were
terminated. The Series 2008 Bonds are currently the only Serics of Bonds secured by 4 Bond Reserve
Fund.

Serior 2008 Bowds Reserve Fund, Pursuant do the Indenture, there has been established the
Series 2008 Boads Reserve Fund to b@ maintained by the Trustee as a pooled reserve fund for the 2008
Reserve Fund Eligible Bonds. The Series 2008 Bonds Reserve Fund s currently funded in the amount of
$21 841 581.93. The “2008 Reserve Fund Eligible Bonds” are the Series 2008 Bonds and any other Series
of Additional Boads or Refunding Bonds or portions thereof (in cach case, payable on a parity with the
Series 2008 Bonds from, and secured as to payment on g parity with the Series 2008 Bonds by the
Hevenues and other funds) issued and designated, by a Supplemental Indenture, to be sceured by and
entitled to. the pledee and benefit of the Series 2008 Bonds Reserve Fund. The Commission -has not
designated any outstanding Bonds, other than the Series 2008 Bonds as 2008 Reserve Fund EBligible
Bonds.

2918 Series 4 Bonds and 2010 Sevies B Bownds. On November 10, 2010, the Commission issued
its $338,960,000 Sales Tax Revenne Bonds (Limited Tax Bonds), 2010 Series A (Taxable Build Amernica
Bonds) (the “2010 Series A Bonds™), The 2010 Series A Bonds are fixed rate bonds and have a fingl
stated maturity date of April 1, 2048, The 2010 Series A Bonds are currently outstanding in the aggregate
principal amount of $338,960.000, On November 10, 2010, the Commission issued is $11.040,000 Sales
Tax Reverue Bonds (Lirmuted Tax Bends), 2010 Series B (the “2010 Series B Bonds™). On F &bm’zry 19,
2020, the Commission refunded in &1l the outstanding 2010 Serics B Bonds with a portion of the
proceeds of the 2020 Series A Bonds.

The 2010 Series A Bonds were issued a5 “Build Amernica Bonds” bearing taxable interest rates
that were expected to be offset by a cash subsidy from the United States Treasury (the “Subsidy
Payments”) pledged thereto under the Indenture. The amount of any Subsidy Payioeots 1o be received it
conmection with the 2010 Series A Bonds is subieet to change by the federal government. On March 1,
2013, the federal government announced the implementation of certain automatic spending cuts known as
”‘*eqmr%tfanms Future reductions in Subsidy Payments may occur due to the sequester, but the
Commission is unable to predict the amount or duration of such reductions. Further, Subsidy Payments
will only be paid if the 2010 Series A Bonds conurw to guabify as Build America Bonds. The
Conunission does not believe that failure to veceive the Subsidy Payments in whole or in part will
materially and adversely impact the Commission’s ah’fﬂiiy to pay debt service on tho 2010 Series A Bonds
or other obligations. See "RISK FACTORS — Loss of Subsidy Payments.”
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Sevies 2012 Bonds. On lune 14, 2012, the Comunission issued its $420,585 000 Sales Tax
Revenue Bonds (Limited Tax Bonds), 2012 Series A (the “Series 2012 Bonds™). The Series 2012 Bonds
are currently Outstanding i the aggregate principal amount of 540,935,000, Proceeds of the Series 2012
Bonds refunded a portion of the Series 2008 Bonds in the aggregate principal amount of $131,500,000. A
portion of the 2019 Series A Bonds refunded a portion-of {he Series 2012 Bonds in the agﬁfﬂg:ﬁ&:
principal amount of $246,910,000, The final maturity of the Series 2012 Bonds remaining outstanding is
April 1, 2022,

2614 Series A Bonds. On September 10, 2014, the Comnussion wssued its $350,000,000 Sales
Tax Revenue Bonds (Limited Tax Bonds) 2014 Series A. The 2014 Serics A Bonds are currently
Outstanding in the aggregate principal amount of $170,420,000. The 2014 Series A Bonds are fixed rate
bonds. A portion of the 2019 Series A Bonds refunded a portion of the 2014 Series A Bonds inthe
aggregate prmcipai amount of $158,335,000. The final maturity of the 2014 Series A Bonds remaining
outstanding is- April 1, 2039 The Commission plans 40 issue within the next sixty days apprs}ximafviy
$168.925,000" of bonds on a parity lien with the Senior Bonds and approximately $86,535,000 of bonds
of a parity lien with the 2021 Short-Term Notes, with a portion of the proceeds of such tssues expected to
be applied to refund a portion of the Series 2014 Series A Bonds. No assurance can be provided that such
bonds will be issued and delivered or the final size of either issuance.

Serizs 2016 Bonds. On August 17, 2016, the Commission fssued fis $325,000,000 Sales Tax
Revenue Bonds (Limited Tax Bonds) 2016 Serics A (the “Beries 2016 Bonds”). The Series 2016 Bonds
are currently Outstanding in the aggregate principal amount of $307,880,000. The Series 2016 Bonds are
fixed rate bonds and have a final stated maturity date of Agpril |, 2048,

2019 Series A Bonds, On December 19, 2019, the Commission issued its $442,620.000 Sales
Tax Revenue Bonds (Limited Tax Bonds)y 2019 Series A (Taxable} (the ¥2019 Series' A Bonds”). The
2019 Series A Bonds are currently Outstanding in full. The 2019 Series A Bonds are fixed rate bonds and
have a Dinal stated maturity date of April 1, 2048,

2020 Sevies A Bowds. On February 19, 2020, the Commission issued it $74,826,000 Bales Tax
Revenue Bonds (Limited Tax Bonds) 2020 Series A (Green Bonds) (the 2020 &;mc% A Bonds”), The
2019 Series A Bonds are currently Outstanding in full. The 2020 Series A Bonds are fixed rate bonds and
have a final stated maturity date of April 1, 2048,

Intevest Rate Swap Agreemenifs

Enitial Swaps. In November 2005, the Commission entered into three interest rate swap
agreements (the “Initial Swaps™) i an initisl sggregate notional amount of $600,000,000, or
$200,000.000 cach. The Initial Swaps became effective as of April 1, 2008, and the notional amounts
amortize n tandern with the amertization of the Series 2008 Bonds. The Commissioa’s obligation fo
make regularly scheduled payments to the counterpartics under the Initial Swaps 15 payable from and
secured by Sales Tax Revenues on a parity basis with the Senior Bonds. None of the Initial Swaps
obligates the Commission to post any collateral.

Pursuant to the terms of the Initisl Swaps, the Commission agreed to pay o the counterparties a
fixed rate of interest and the ccmiemaﬁie@ agreed to pay the Commission a floating rate of interest on the
first day of sach month, commencing May 1, 2008, Under certain conditions, the [nitial Swaps may be
terminated, at which time the Commission may be required to make a termination payment to the
applicable counterparty. Termination paywments payable in accordance with the provisions of the Initial
Swaps are secured by a lien on the Sales Tax Revenues subordinate to the lien which secures the Senior

" Preliminary, subject to change.

ey
b3



Bonds, any parity oblipations allowed purspant 1o the Renior Indentiuwe .and other Subordinate
Obligations, ncluding the 2018 Short-Term Notes and the Subordinate Cotnmercial Paper Notes: A
portion of the proceeds of the Series 2012 Bonds refunded $151.5 million of the Series 2008 Bonds and a
corresponding notional amount of the Initial Swaps were termminated. As of Febwuary 5, 2021, if the Initial
Swaps were terminated in full, the Commission would owe approximately $109.868.000.

The swap counterparties under the Initial Swaps, the fixed rate of interest paid by the
Commission, and the floating rate of interest paid by the swap counterparties are as follows:

Current Notional Floating Rate Received
Bame of Counterparty Amount Rate by Commission
Goldman Bachs Mitsui Marine S . —
134,10 ) 3 81659 ISP SIFMA Swap Index
Dbt ativeProticts, P 5134 100,000 3.8165% USDEIFMA Swap Index
Banle of America, NoA $134,100.000 3.8165% USD SIFMA Swapindex
Bankof America, MLAL $134,100,600 2.4100% 5% of USD OnesMonth LIBOR

Basis Rate Swap Overlays. In March 2009, the Commission entered infe two SIFMA/LIBOR
floating-to-floating swaps (the “Basis Raic Swap Overlays™), each with Barclays Bank PLC (“Barclays™)
and each with the initial notional amount of $156,600.000. Pursuant to the terms of the Basis Rate Swap
Overlays, the Comnission agreed to pay to Barclays the SIFMA Swap Index and Barclays apgreed to pay
the Commission 107.4% of 3-month LIBOR on the first day of cach month, commencing on May 1,
2018. The Commission’s obligation to make regularly scheduled swap payments to Barclays under the
Basis Rate Swap Overlays is payable from and secured by Sales Tax Revenues on parity with the Senior
Bonds. Under certain circumstances, the Bacis Rate Swap Overlays may be terminated, at which time the
Commission may be required to make a termination payment to the applicable counterparty. As of
February 5, 2021, if the Basis Rate Swap Overlays were terminated in full, the Commission would
receive approximately $11,283,000. Under the terms of the Basis Rate Swap Overlays, the Commission
may ternuinate the agreement and cash setile with prior written notice. Tenmination payments payable in
accordance with the provisions of the Basis Rate Swap Overlays are secured by a lien on the Sales Tax
Revenues subordinate to the lien that sccures the Senior Bonds, any parity obligations and Subordinate
Obligations, including the 2021 Short-Term Notes,

LIBOR Retivement, The Financial Conduct Authority ("FCA™) of the United Kingdom, which
has regulated LIBOHR since April 6f 2013, has announced its infention to retire the benchmark interest rate
setting mechanism (“LIBOR Retirement”). FCA has announced it will consult on its intention 1o cease the
publication of the one week and fwe wonth USD LIBOR seftings immediately following the LIBOR
publication on December 34, 2021, and to cease the publication of the remaining USD LIBOR settings
inunediately following the LIBOR publication on June 30, 2023, Extending the publication of cenain
USD LIBOR tenors until June 30, 2023 is expected to allow most legacy USD LIBOR contracts to
mature. before LIBOR experiences disruptions. Certain agreements that rely on LIBOR 'without an
alternative index upen LIBOR Retivemment may need to be amended with the consent of the partiesand/or
bondholders. The Coununission is reviewing its agreements and will take appropriate action’ as the
situation with respect to LIBOR Retirement develops. The Commission cannot predict the financial
implications, if any, from LIBOR Retirement,
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Liguidity Facilities

The 2008 Series A Bonds-and the 2008 Series B Bonds are supporied by a Standby Bond
Purchase Agreement by and among JPMorgan Chase Bank, National Association, the Commission and
the Trustee, as amended, including by a Sixth Amendment to Standby Bond Purchase Agreement, dated
March 1, 2017 (as amended, the “TPMorgan Liquidity Facility”). The [PMorgan Liguidity Facility will
expire on March 24, 2021, prior to the final wiaturity of the 2008 Series A Bonds and the 2008 Series B
Bonds, unless extended or terminated in accordance with ifs terms. The Commission’s staff is currenily
working on securing an extension to the IPMorgan Liquidity Facility.

The 2008 Series C Bonds are supported by a Standby Bond Purchase Agreement dated as of
November 1, 2017 (the “Bank of Americs Liguidity Facility™), by and among Baok of America, NLA,, the
Commission and the Trustee. The Bank of America Liquidity Facility will expire on November 2, 2621,
prior to the final maturity of the 2008 Series C Bonds, unless extended or terminated in accordance with
it forms.

The 2008 Series D Bonds are supported by a Standby Bond Purchase Apresment by and among
State Street Bank and Trust Company, the Commission and the Trustee (the “State Street Liguidity
Facility” and, together with the JPMorgan Liguidity Facility and the Bank of America Liguidity Facility,
the *2008 Liguidity Facilities” and each a 2008 Ligquidity Facility™). The State Street Liquidity Facility
will expire on lune 4, 2024, prior to the final maturity of the 2008 Series D Bonds, unless extended or
tersunated in accordance with its terms.

The Commission is unable to predict the cost or availability of aliersate credit or liguidity
arvangements to replace any of the 2008 Liguidity Facilities upon their expiration or termination. See
“RISK FACTORS ~ Acceleration of Liguidity Facility Bonds.”

Subordinate Obligations

The following Series of Subordisate Obligations are Qutstanding under the Subordinate
Indenture.

2021 Short-Term Notes. Upon execution and delivery of the 2021 Short-Term Notes, all of the
2018 Short-Term Notes are expected to be paid and discharged. The Conunission does aot expect to hold
Sales Tax Revenues in an amount sufficient to pay the principal of the 2021 Short-Term Notes at
maturity, The Commission expects to pay the principal of the 2021 Short-Term Notes from the proceeds
of a.draw on the loan agreement the Commission entered into, on January 14, 2021 (the *TIFIA Loan
Agreemaent”), with the U.8. Department of Transportation, acting by and through the Executive Director
of the Build America Bureau (the “TIFIA Lender”), pursuant to which the TIFIA Lender has agreed to
extend credit to the Commission in the ameount of $537,484,439, plus up to 5-years of capitalized interest
{the “Junior Subordinate TIFIA Loan”). Scc “JUNIOR SUBORDINATE TIFIA LOAN" and “RISK
FACTORS — Availability of Funds to Pay 2021 Short-Term Notes” herein,

The proceeds of the Junior Subordinate TIFIA Loan arc expected to be fully diawn in a2 single

isbursement no later than October 1, 2022, and such proceeds are expected to be applied to pay the 2021

Short-Term Notes on or prior to their maturity date. 8See “RISK FACTORS - Availability of Funds to
Py the 2021 Short-Term Notes.”

Subordinate Commercial Paper Notes and CF Letter of Credit. In 2005, the Commission
authonized the issuance from time 1o time of Subordinate Commercial Paper Notes secured by a lien on
the Sales Tax Revenuss that is subordinate to the lien of the Bonds and any Parity Obligations. The total
principal amount of Subordinate Commercial Paper Notes that are authorized to be issued may not exceed



100,000,000, As the date of this Official Statement, $53. 488,000 in aggregate princival amouni of
Bubordinate Commercial Paper Notes was outstanding. The paymeant of principal of and interest oo the
Subordinate Commercial Paper Notes up to $100,000,000 is supported by an irrevocable, transferable
divect-pay letter of credit issued by Bank of America, N.A. (the “CF Letter of Credit™, The CP Letterof
Credit i3 stated to expite on Sepiember 10, 2021, The Cormmission’s obligation to reimburse Bank of
America, N A, for draws under the CP Letter of Credit is secured by a lien on the Sales Tax Revenues on
a parity with the lien securing the Subordinate Commercial P’ap@ }\ otes and the 2021 Short-Term Notes,
Commission staff plans to reconwnend thatl the Commission increase the authorization of Subordinate
Commercial Paper Notes to a maximum of $200.000,000.

Under a Memorandum of &"ndcrstan@mg dated as of June [, 2008 (the “é, ertificate Purchase
MOU™), by and botween the Commission and NCTD, the Commission agreed to issue $34,000,000
Subordinate Commercial Paper Notes to purchase outstanding Certificates of %im ipation evidencing
naymenis by NOTT under a Loase Agreement, duted.as of July 1, 2004 (he “NCOTD Centificates”), the
proceeds of which funded the NCTD “SPRINTER” rail line. Under the Certificate Purchase MOU, while
the Commission bolds the NCTD Certificates, they bear interest at a rate equal to'the weighted average
interest rate on the Subordinate Commercial Paper Notes and are subiect to an amortization schadule of
approximately level debt service payments through Septermber |, 2034, corresponding o the amortization
schedule of an interest rate swap agreement NCTD -entered into in connection with the NCID
Certificates. The Commission is not obligated to make any pavmenis under such intorest rate swap
agreement. The NOTD Certificates are currently outstanding in an agprepate principal amount of
$21,750,000;

Additionagl Subordingte Oblipations. Except to the extent restricted by the Senior Indenture, the
Comimission may issue or inour Subordinate G%izgatzms secured by a sccond lien pledge of Sales Tax
Revenues on.a basis junior and subordinate to the payment of the principal, inlerest and reserve fund
requirements for the Senior Obligations, as the same become due and payable and at the umes and in the
manner as required by the Subordinate Indenture.

SURIOR SUBORDINATE TIFIA LOAN
eneral

On June 27, 2017, the Commission entered into a loan agreement (the 2017 TIFIA Lean
Agreement”™), pursuant {o which the U.S. Department of Transportation, acting by and through the
Executive Director of the Build America Burcau {the “TIFIA Lender”) agreed to make a junior and
subordinate loan to the Commission Invan amount not doexceed $537 484,439, The 2017 TIFIA Lean
had a fixed interest rate of 2.72% and a final maturity no later than October 1, 2045,

To achieve interest vate savings the Commission entered into a replaceoment TIFIA Loan
Agreement with the TIFTA Lender on Jamuary 14, 2021 (the “TIFIA Loan Agreement’) and ferminated
the 2017 TIFIA Loan Agreement, which was not drawn, Pursuant to the TIFIA Loan Agreement the
TIFIA Lender bas agreed to extend credit to the Commission in the amount of $537,484.439, plus up to
five years of capitalized intevest (the “Junior Subordinate TIFIA Loan”). The procecds of the Junior
Subordinate TIFIA Loan are expected to be applied to the payment of jﬁ,.dc:mliy eligible costs of the
Project, including repayment of the 2021 Short-Term Notes. The Junior Subordinate TIFIA Loan bears
interest at g fixed rate of 1.75% and matvres po-laterihan October 1, 2045, The lunior Subordinate TIFIA
Loan is secured by a third lien and pledge of Sales Tax Revenues that is subordinate 1o the hens and
charges securing the Senior Bonds and the Subordinate Obligations. The Junior Subordinats TIFIA Loan
15 not secured by g springing lien.



The proceeds of the Junior Bubordinate TIFIA Loan are expected to be fully drawn ip & single
dishursement no later than October 1, 2022 and such proceeds are expected to be applied to pay the 2021
Short-Term Notes on ot prior to their matarity date. See “RISK FACTORS - Availability of Funds to
Pay the 2021 Short-Term Notes”

A copyof the TIFIA Loan Agreementinay be found au

https://'www.sandag.org/organization/about/investors/BondDocuments/BondOfficialStatements/ 202 1TIFL
Aspdf

Disbursement Heguivements

The pr oceeds of the Junior Subordinate TIFIA Loan are expected to be fully drawn by the
Cowmmission in a single disbursement uo later than October 1, 2022, Any requests to disburse the Junior
Subordinate TIFIA Loan proceeds must be submitied by the Commission to the TIFIA Lender in the form
of a requisition attached to the TIF1A Loan Agrecment, Disbursement of Junior Subordinate TIFIA Loan
proceeds is subject to certain conditions precedent, including, among others, the following:

{a) the Commission shall have delivered all required wnvoices and records evidencing
Eligible Project Costs refating to the Mid-Ceast Corridor Trausit Project;

(b all reguired insurance policies are in full force and effect;

{©) 1o event of default or prospective event of default under the TIFIA Lean

Agreement has occurred and is continuing;

{d) all representations and warranties are true, cortect and complete a3 of the date of
dishitrsement; and

e ne material adverse effect, ot any event-or condition thut-could reasonably be
expected to result in a material adverse effect, shall have ocourved and be continmng.

Ewents of Defanit and Remedies
Certgin Definitions used under this Caption,

“Pledged Revernies” means (a) all Sales Tax Revenues, (b all regularly-scheduled amounts (but
not termination payments) owed or paid o the Commission by any Qualified Counterparty under any
interest Rate Swap Apgreement after offset for the regularty-scheduled amounts (but not termination
paymentsy owed or paid by the Commission to such Qualified Counterparty under such Interest Rate
Swap Agreemont, (¢} any additional revenues or assets of the Commission to be included in the definition
of Pledged Revenues pursuant 1o & Suppiemmuai Indenture; provided, however, that after making the
reguired monthly deposits of Pledged Revenues from the ;{w enne Fund pursuant to Section 5.02 of the
Indenture and Section 8(d) (Sceurity and Priority; Flow of Funds), any remaining amounts transferred to
the Commission pursuant to Section 5.02(8) of the Indenture, shall continue to be subject to the lien of
the Indenture as Revenues.

“Indenture D{scumemg” means the Sepior Indenture, the Tenth Supplemental Indenture, cach
Supplemental Indenture cxecuted on or after the effective date of the TIFIA Loan Agreement, the
Suberdinate - indentue, dm mtf:u,si Rate Swap Agreement, each Credit Enhancement, and gach other
agreement, tnstrumend and document exccuted and delivered pursuant (o or in connection with any of the
forepoing.
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“MITSY means the San Dicgo Metropolilan Transit Systen, a public age n.the. State,

“MTS Direct Agreement” means the Direct Agreement; dated January 14, 2021, by and among
the TIFLA Lender the Borrowerand MT5.

“SANDAG Direct Agreement” means the Direct Agreement, dated Japuary 14, 2021, by and
among the TIFIA Lender, the Commission and SANDAG.

“TIFIA Loan Documents” means the TIFIA Loan Agreement, the TIFIA Bond, each Direct
Agreement, the Tenth Supplemental Indenture and the other Indenture Documents,

Evenits of Defuudt, The following events constitute events of default under the TIFIA Losn
Agreement

{i} Payment Default. The Coromission shall fail to pay any of the principal
amount of or interest on the TIFIA Loan, when and as the pay'ne,m thergof shall be: required
underthe TIFIA Loan Agreement or the TIFIA Bond (as defined herein) or on October 1, 2045,

the final maturity date (each such failure, 2 “Payment Default™).

(it} Covenant Defaglt. (A) The Commission shall fail to observe or perform
any covensnt, agreement or obligation of the Commission under the TIFTA Loan Agresment, the
TIFIA Bond or any other TIFIA Loan Document (other than in the case of any Payment Default
or any Development Defunlt), (B) SANDAG shall fail to observe or perform any covenant,
agreerment or ')%}hg:,atmn of SANDAG under the SANDAG Iirect Agreement or () MTS shall
fail to observe or perform any covenant, agree ement or obligation of MTS under the MTS Direct
Agreement, and any such failure described in clauses (A}, (B) or (C) shall not be cured within
thirty (30) days afier receipt by the applicable Commission Related Party frow the TIFIA Lender
of ‘written notice thereof, provided, however, that if such failure is capable of cure but cannot
reasonably be cured withio such thirty (30) day cure period, then no Event of Default shall be
deemed to have ocourred or be countinuing under Section 20(a)(i) of the TIFTA Loan Agreement
{Covenant Defandf), and such thirty (30} day cure period shall be extended by up to ong hundred
fitty (150) additional days, if and so long as (%) within such thirty (30) day cure period the
Commussion, SANDAG or MTS, as applicable, shall commence actions reasonably designed to
cure such failure and shall diligently pursue such actions until such failure is cured, and (y) such
failure is cured within one hundred eighty (180) days of the date of the notice of default from the
TIFIA Lender,

(iy Jofault. A Development Diefault shall occur, in which
gase the TIFIA Lender may {A) suspend the disbursement of TIFIA Loan proceeds under the
TIFIA Lean Agreement and (B) pursue such other remedies as provided in Section 20 of the
TIFIA Loan Agreement (Events of Default and Remedies). U so requested by the TIFIA Lender
in connection with a Development Delault, the Commission shall immediately repay any
unexpended TIFIA Loan proceeds previously disbursed to the Commission,

Any of the representations, warrantiss or
certifications of (&) the Commission made in or delivered pursuant to the TIFIA Loan
Documents (or in any certificates delivered by the Commission in connection with the TIFIA
Loan Documents), (B) SANDAG made in or delivered pursuant to the SANDAG Direct
Agreement (or in any certificates delivered by SANDAG inconnection with the SANDAG Divect
Agreement) or () MTS made in or delivered pursuant to the MTS Direct Agreement (or in any
certificates delivered by MTS in connection with the MTS Direct Agreement), shall prove to have
been false or misleading in any aterial respect when made or deemed wade (or any



representation and wartanty that is subject to 2 materiality qualificr shall prove to have been false
or misleading in any respect); provided that no Event of Default shall be deemed to have ocourred
ander Section 20{a)ivy of the TIFIA Loan Agreement (Misrepreseniation Defaulty 1f and so long
as:

(Hy such mistepresentation is not intentional;
(23 in the case of the Uommission, such misrepresentation is vot a misrepreseniation
in respect of Section 14(h} (No Debarment), Section 14()) (Compliance with

Federal Requirements), Section 14{k} (Transportation Improvement Program),
Section 14{p) (Information), Section 14{g) (OFAC, Anti-Corruption Laws),
Section 144x) (Financial Statements) or Section 14{cc) (Patriot Act);

(3 in the case of SANDAG, such misrepresentation is not a misrepresentation in
respect of Bections 5(g), 5i1), 5(m) or 5{n) of the SANDAG Dircct Apreement;

{4y in the case-of MTS, such misrepreseniation 15 not a misrepresentation in respect
of Sections 4(g), A1), 40n) or 4(n) of the MTS Direct Agresment;

(5 in the reasonable determination of the TIFIA Lender, such misrepresentation hasg
not had, -and would not ressonably be expected to result in, a maferial adverse
effect;

& in the reasonable determination of the TIFIA Lender, the underlving issue giving
rise i the misreproseniation is capable of being cured;

(7} the underlying issue giving rise to the misrcpresentation is cured by the
applicable Commission Related Party within thirty (30) days from the date on
which such Conunission Related Party first became aware {or reasonably should
have become aware) of such misrepresentation; and

8 the applicable Commission Related Party diligently pursues such cure duning

such thirty (30) dav period.

(v) Acceleration of Secured Oblipations or Other Material Indebtedness.
Any acceleration shall ocour of the matunty of any {(A) Secured Obligations or (B)any
indebtedness or other payment obligations of the Commission secured by Pledpged Revenues inan
aggregate principal amount equal to or greater than $ 1,000,000 that is senior to, or in parity with,
the TIFIA Loan in right of payment or in right of security ("Other Material Indebtedness™), orany
other indebtedness shall not be paid in full upon the final maturity thereof. For the avoidance of
doubt, swap terminagtion payments and term-outs of Sccured Obligations that occur in accordance
with the terrns of such Secured Obligations shall not be considered acceleration.

(vi) Cress Defaglt (A Any of the represeniations, warranties or
cerfifications of the Commission made in or delivered pursuant o the Indenture Documents, or
made 1 or delivered purenant to the documents (the “Other Loan Documents””) under which any
Secured Obligations is created or incurred, shall prove to be falsc or misleading in any material
respect (each an “Other lndebtedness Misrepresentation Default™), orany default shall occur in
respect of the performance of any covenant, agresment or obligabion of the Commission under the
Indenture Documents or the Othier Loan Documenis, and such default shall be continuing after
the giving of any applicable notice and the expiration of any applicable grace period specified in
the Indenture Documents or the Other Loan Documents (as the case may be) with respect to such
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default.feach an " Other Indebtedness Covenant Dofanlt™), if the effect of such Uther Indebledness
Misrepresentation Default or Other Indebtedness Covenant Default shall be to permit the
inymediate acceleration of the maturity of any or all of the Secured Chligations, and, in the ¢ase
of any such Other Indebtedness Misrepresentation Default or Otber Indebtedness Covenant
Default, the Commission shall have (ailed to oure such Other ITndebtednesy Misrepresentation
Default or Other Indebtedness Covenant Default or to obtain aneffective written waiver thereof
i accordance with the terms of such Secured Obligations. For the aveidance of doubt, swap
termination payments and term-outs of Secured Obligations that ocewr in accordance with the
terms of such Secored Obligations shall not be considered scccleration,

{B) A Commission Related Party shall default in the nmely porformance of any
covenant, agreament or obligation under any Related Document to which it is party or any
Related Document shall be terminated prior (o its scheduled expiration {unless in any case such
default or termination could not reasonably be expected to have g material adverse effect), and the
applicable Commussion Related Party shall have failed to cure such defanlt or 1o obtain an
eifective writfon watver or revocation thereof prior to the expiration of the applicable grace
period specified in any such Related Docupient, or to obtain an effective revoeation of such
termination {85 the case may be); provided, however, that no Event of Defauli shall be deemed to
have occurred or be continuing under Section 20{a)(vi)(B) of the TIFIA Loan Agresment (Cross
Defaudty if, in the case of any termination of a Principal Project Contrset, the applicable
Commission Related Party replaces such Principal Project Contract with a replacement agreement
(1) entered into with another counterparty that (%) is of similar or greater creditworthiness and
experience as the counterparty being replaced was at the time theapplicable Principal Project
Contract was originally executed (or otherwise reasonably acceptable to the TIFIA Lender) and
{y) is not, at the time of such replacement, suspended or debarred or subject o 2 proceeding 1o
suspend or debar from bidding, proposing or contyacting with any federal orstate departracnt or
agency, (2) on substantially the same terms and conditions as the Principal Project Contract being
replaced (or otherwise reasonably acceptable to the TIFIA Lender) and (3) eifective as of the date
of termunation of the Puinecipal Project Contract being replaced. For the avoidance of doubt, swap
termination payments and termeouts of Secured Obligations that scour in accordance with the
terms of such Secured Obligations shall not be considered acceleration

(vii}  Judpments. One or more judgments (A) for the pavaent of money that
are payable from Sales Tax Revenues and the aggregate amount not otherwise fully covered by
insurance (for which the insurer has-acknowledged and not disputed coverage) is in excess of
$1,000.000 (inflated annually by CPI) or (B) that would reasonably be expected to resull ina
material adverse effect shall, in either case, be rendered against a Commission Related Party, and
the same shall remain undischarged for a petiod of thirty (30} consecutive davs during which time
period. execution shall not be effectively stayed, or any action shall be legally taken by a
judgment creditor to attach or levy upon all or any portion of the Trust Hstate to enforce any such
iudgment:

(il e
existence as & public entity, unle
form a successor public ageney or governing body has been created by the State pursuant to a
valid and unchallenged State law and has succeeded to the assets of the Commission and hag
assumed all of the obligations of the Comnussion under the TIFIA Loan Documents and the
Indenture Documents, inchiding the payment of all secured obligations.



Q oy related event.  (A) A bankvupicy related
B) 2 bankruptoy related event shall ogour
with rmpﬁagi tx:a any Commission Rehtﬁd P&r ty {other than the Commission) or any Principal
Project Party; provided, that: (1) a bankruptoy related event in connection with a Principal Project
Party shall not constitute an Event of Default if the relevant Commission Related Party shall have
prowmptly provided gvidence satisfactory to the TIFIA Lender demonstrating that any substitute
Principal Project Party has sufficient finsncial resources and operating expertise to compleie the
Principal Project Contract to which sach principal project party was a party; and 2y after the
substantial gompletion date, the ocourrence of a bankruptey related event in connection with any
Principal Project Party shall oot constitute an Event of Default if at the time of such securrence,
{x) each applicable warranty period shall have ended and no claim against any warranty under the
applicable principal project controet sholl exist or remain outstanding, or (v) if any applicable
warranty peiod bas not vet ended or any claim against any warranly remaing outstanding, the
Commission prompily provides evidence satisfactory to the TIFIA Lender showing that
SANDAG or MTS has (I) sufficient moneys to correct any defect or tiong (wrdﬁmﬂﬁg work of such
principal project party, and (11} a plan to carry out such works referred to in clause (1) hereof,

af, Any Commission Relat rivshall sbandon the

o

{x}

Project.

(xi} In ; Dy (A) Any TIFIA Loan Document
ceases to be in full force and effect ( Other than as a result of the termination thereot in accordance
with 118 tenms) or becomes void, voidable, illegal or unenforceable, m* anv Commission Related
Party contests i any mamner the whéaf} or enforceability of any TIFIA Loan Document to which
it is a party or denies it has any further Liability under any TIFLA Loan Document to which itis a
party, or purpords to revoke, terminate or rescind any TIFIA Loan Document to which it is a
party;or (B) any Indenture Document ceases (other than as expressly permitied thereunder) to be
effective to grant a valid and binding security interest on any material portion of the Trust Estate
other than as a result of actions or a fatlure (o act by, and within the control of, the Trustee or any
Secured Party, and with the priority purported to be created thereby.

(x11)  Cessation_of Operations.  Operation of the Project shall cease for a
continuous period of not less than ope hundred eighty (180} davs unless such cessation of
operations shall oceur by reason of an Uncontrollable Force that is not due to the fault of any
Commission Related Party (and which none of the Commission Related Parties could reasonably
have svoided or milipated).

Remedies. Upon the occurrence of an Bvent of Default described in Section 20(a3(i1) of the
TIFIA Loan Agreement (Development Default), all obligations of the TIFIA Lender thereunder with
respect (o the disbursement of any undisbursed amounts oi the TIFIA Loan shall immediately be deemed
termainated.

Upon the ocounrence of any bankruptey related event with respeet to the Commission, all
Obiigahﬁns of the TIFIA Lender thereunder with rgspect 1o the disbursement of any undisbursed amounts
uf the TIFTA Loan shall automatically be deemed tenminated, and, if an Event of Default described in the

IFIA Loan Agreement [Acceleration of Secured Obligations or Other Material Indebtedness) shall oceur
ot if the TIFTA Lender has 2 right to accelerate the TIFIA Loan pursuant to the TIFIA Loan Agreement
{Additional Rights), the Outstanding TIFIA Loan Balance, together with all interest scorued thereon and
all fees, costs, expenses, indemuities and other amounts payable under the TIFIA Loan Agreement, the
TIFIA Bond or the other TIFIA Loan Documents, shall automatically become tmmediately due and
payable, without presentment, demand, notice, declaration, protest or other requirements of any kind, all
of which are hereby expressly waived. Upon the occurrence of any other Event of Default, the TIFIA



Lender, by written notice to the Commission, may (i) suspend or terminate all of its obligations
thereunder with respect to the disbursement of any undisbursed amounts of the TIFIA Loan and (i) if an
Event of Default described in Section 20(z2){(v) of the TIFIA Loan Agreement {Acceleration of Secured
Obligations or Other Material Indebtedness) shall occur orif the TIFIA Lender has a right to accelerate
the TIFTA Louan pursuant to Section 17(n) of the TIFIA Loan Agreement (Additional Rights), declare the
unpaid principal amount of the TIFIA Bond to be, and the same shall thereupon forthwith become,
immediately due and payable, together with the interest acerued thereon and all fees; costs, expenses,
indemnitics and other amounts payable under the TTFIA Lean Agreement, the TIFIA Bond or the other
TIFIA Loan Documents, all without presentment, demand, notice, protest or other requirements of any
kind, all of which are hereby exprossly waived.

Whenever any Bvent of Default thereunder shall have oceurred and be continuing, the TIFIA
Lender shall be entitled and empowered to institute any actions or proceedings at law orin equity for the
collection of any sums due and unpaid thereunder or under the TIFIA Bond or the other TIFIA Loan
Documents, and may prosecute any such judzment or final decree against the Commission and collect in
the manner provided by law out of the property of the Commission the woneys adjudged or decreed to be
payable, and the TIFIA Lender shall have all of the rights and remedics of a creditor, inclnding all rights
and remedies; to the extent applicable fo the Trusi Estate, of a secured creditor under the Uniform
Commeicial Code and may take such other actions at law or in equity as may appear necessary of
desirable to collect all amounts payable by Commission under the TIFIA Loan Agreement, the TIFIA
Bond or the other TIFIA Loan Documents then due and therealted to Become due, or to enforce
performance and -observance of any obligation, agreement or covenant of the Commission under the
TIFIA Loan Agreement, the TIFIA Bond or the other TIFIA Loan Documents; provided, kowever, that
any monetary judgment against the Commission shall be payable solely from the Trust Estate or from any
other Tunds made available by the Commission, in its discretion, Whenever any Event of Default under
the TIFIA Loan Agreement shall have occurred and be continuing, the TIFIA Lender may suspend or
debar the Commission from further participation in.any Govemnment program administered by the TIFIA
Lender and to notify other departments and agencies of such default. No action tuken pursuant to this
Section of the TIFIA Loan Agresment (Events of Default and Remedies) shall relieve Commission from
its obligations pursuant to the TIFIA Loan Agreepent the TIFIA Bond or the other TIFIA Loan
Documents, -all of which shall survive any such action. The parties w the TIFIA Loan Agreement
acknowledge and apree that the rights and remedies of the TIFIA Lender as the Holder of the TIFIA
Bond, including any rights and remedies with respect to the payment thereof, shall be governed
exclusively by the Senior Indenture,

In addition o the rights and remedies of Holders set forth 1o the Senior Indenture, the parties
further acknowledge and agree in the TIFLA Loan Agreement that the TIFLA Loan shall beomade under
and subject to, the terms and conditions set forth in the TIFIA Loan Agreement and the rights and
remedies of the TIFIA Lender, including the right o eonforce the representations, warranties and
covenants made by the Commission exclusively for the benefit of the TIVIA Lender, shall be governed
exclusively by those remedies set Toddh in TIFIA Loan Apgreement. In the.event-of a conflict between the
Senior ladenture and the TIFIA Loan Agresment, the provisions of the TIFIA Loan Agreement shall be
given precedence; provided, however, in the cvent thers exists a conflict between the provisions of the
TIFIA Loen Agreementand the Sentor Indenture and performance with the provisions of the TIFIA Loan
Agreement is contrary to or inconsisient with the rights of the Holders of other secured obligations under
the Senior Indenture, then the provisions of the Senior Indenture shall be given precedence and
performance with the provisions thereot shall not consiitute a violation of the TIFIA Loan Agreement
Subject to the immediately previcus senteuce, the Commission shall comply with all provisions of the
Sentor Indenture and with-all docwments entered intoor delivered in contection with this transaction:

Bk
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REFUNBING PLAN

The Commission will apply the proceeds of the 2021 Short-Term Notes to: (f} refund and defease
the Conwnission’s outstunding Subordinate Sales Tax Revenue Short-Term Notes (Limited Tax Bonds),
2018 Beries A, (i) Ginansge 4 portion of interest on the 2021 Short-Term Motes, an d (1il) pay the costs of
issuing the 2021 Short-Term Notes. Sec “ESTIMATED SOURCES AND USES OF FUNDS.” Pursuant
to the torms of an Escrow Agreement, dated as of March 1, 2021 {the “Escrow Agreement™), by and
Between the Conpnission. and U8, Baok Nagonal Admudmm a8 estrow.ageni (the “Bserow Ageni”), a8
portion.of the proceeds of the 2021 Short-Term Notes, together with other available moneys (cellectively,
the “Escrow Deposit”), will be deposited into the Escrow Fund established under the Escrow Agresment,
The Esvrow Dapmii wiil be sufficient to purehase Defeasance Securitics, the principal and mterest. of
which when due will provide moneys that, t@gethex with uninvested maneys depoesitec with the Bscrow
Agent, will be sufficient to pay the principal of, and interest on; all of the 2018 Short-Term Noies due on

April 1, 2021,

Robert Thomas CPA, LLC (the “Verification Agent”), will delivera report stating that the finm
has verificd the accuracy of mathematical computations concerning the adequacy of the Escrow Deposit
deposited i the Escrow Fund, See “VERIFICATION OF MATHEMATICAL COMPUTATIONS.”

ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of proceeds of the 2021 Short-Term Notes are showo below:

Estimared Sources of Funds:

Principal Amount of 2021 Short-Term Notes $537.480,000.00
PremiumV 16,149.666.80
Commission Contribution . 10,249,600 .00

Total 55 926680

Estimated Uses of Funds:

Deposit to Escrow Fund 8547,729,600.00
Capitalized Interest 35,196,665.65
Enderwriters™ Digoount 633.076.15
Costs ol Issuance'™ ) 319.915 ﬂ@

Total

A p{}meﬁr of interest on the 2021 Bhort-Term Notes is expeoted tobe paid from premivm,
2 Jucludes raling agency, municipal advisory, Tegal, verification and Trusiee fees, printing costs and other

miscellancous expenses:

{Remainder of page intentionally left blank |
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SAN BUIFCOCOUNTY REGIONAL TRANSPORTATION COMMISSION
Gonerat

The Courmission was orgarized pursuant to the Act and is responsible for providing
improvements (o the transportation system and other public infrastructure systems in the County funded
with the Sales Tax. To carry out this responstbility, the Commission adopted in 1987 the initial 8an Diego
County Transportation Improvement Program Ordinance (Commission Ordinance 87-1 — Proposition A,
1987} (referred to heretn as the “1987 Ordinance”). In 2004, the Commission adopted the San Diego
County Transportation Improvement Program TransNet Ordinance and Expenditure Plan (Commission
Ordinance 04-01); referred to herein as the *2004 Sales Tax Extonsion Ovdinance,” which provides for an
extension of the retail transactions and use tax implemented by the initial 1987 Ordinance for o 40-year
peripd commencing on Apnl 1, 2008 See = The Expenditure Plan” below. The Commission Board is
composed of the SANIDIAG Board of Direclors, However, the liabilities of SANDAG are not Habilities of
the Commission. SANDAG emplovees carry out the worlcof the Coramission. The Commission has no
employees.

On January 1, 2003, Senate Bill 1703 took effect, changing the structure of SANDAG fromva
Joint Powers Authority to a State-created regional government ageney. The effect of this legislation was
to make SANDAG g permanent vather than voluatary association of local governments and to increase
SANDAG s responsibilities and powers. The SANDAG Board of Directars consists of voting
representatives from the County and 18 incotporated cities within the County. Supplementing these
votng members gre advisory representatives Trom Imperial County, the U.5. Depariment of Defense,
Caltrans, San Diego Unified Port District, MTS, NCTD, San Diego County Water Authority, Seuthern
Californua Tribal Chairmen’s Association, and Mexico. Policy Advisory Commitiees ussist the SANDAG
Roard of Directors in carrying out the agency’s work program. The SANDAG Board of Directors is also
assisted by a professional staff of approximately 250 plancers, engincers; rescarch specialists, and
supporting sta{l. Senate Bill 1703 also required the consclidation of the planning, programming, project
development, and construction functions of MTS and NCTD into SANDAG. SANDAG is responsible
for transit plamming, project implementation, and construction of regional fransit projects in the County.
Neither the Commission nor-SANDAG operates transit services. Transit operations inthe County are the
responsibility of MTS and NCTD,

On October 9, 2015, the SANDAG Board of Divectors adopted the 2050 Regional Transportation
Plan (“2050 RTP"), which describes a plan for investing local, State and federal transportation funds
expevied to come wmto the regior over the wext 40 vears, Por California Assembly Bill 1730 (Gonzales-
Fletcher, 2019} the 2050 RTP, as well as its sustainable communities strategy and environmenlal impact,
wiil rematn ineffect for all purposes under State law until SANDAG adopts its next update to its regional
transportation plan on or before December 31, 2021, While work progresses on the regional transportation
plan update, SANDAG prepared a 2019 Federal Regional Transportation Plan (2019 Federal RTP) that
complies with federal requirements for the development of regional transportation plans, retaing air
quality conformity approval from the U.S. Department of Transpertation, and preserves funding for the
region’s tansportation avestments. The SANDAG Board of Directors anticipates considering an update
to the 2050 RTP in late 2021,

Reducing greenbouse gas emissions is a major goal for the State of California, and the nation.
Rising emissions, chiefty carbon dioxide from the burning of fossil fucls, are increasing average
temperatures around the plobe. And those emissions are leading to numerous changes, including rising
sea levels and shifting weather patterns: In the southwestern United States, climate scientists project that
the effects of climate change include increasingly higher temperatures and more intense and frequent
droughts, among other conscguences.



Sustainable Communities Strategy

Reducing greenhouse gas emissions is a major goal for the State of California, and the nation,
Rising emissions, chiefly carbon dioxide from the buming of fossil fuels, are increasing average
temperamres around the globe, And those cmiissions are leading o numerous changes, mcluding tsmg
sea levels and shifting weather patterns. In the southwestern United States, climate scientists project that
the effects of climate change include increasingly higher temperatures and more ntense and frequent
droughts, among other congequences.

Along with the 2050 RTP, the Board adopted the Sustainable Communities Suwategy (“SCS')
SANDAG s target in the 2050 RTP 18 to reduce the region’s per capita emissions of greenhouse gases
from cars and light trucks by 13 percent per capita by 2035, Five strategies are being employed consistent
with the SCS in the region to-foster sustainatility.

¢ A land use pattern that accemmipdates the region’s fulure cmiplovinent and housing needs, and
protects sensitive habitats, cultural resources, and resource areas.

« A transportation network of public trausit, Managed Lanes and highways, local streets,
bikeways, and walkways built and maintained with reasonably expected funding:

» Managing demands on vur transportation system {(also known as Transportation Demand
Muanagement, or TDM) 1o ways that reduce or climinate fraffic congestion during peak periods of

demmand.

« Managing the transportation system (also known as Transportation Systemn Management, or
TEM) through measures that maximize the overall efficicncy of the transportation network.

= Innovative pricing policies and other measures designed to reduce the number of miles people
travel in thewr vehicles, as well as traffic congestion during peak periods of demand.

The Fxpenditure Plan

The 1987 Ordinance and the 2004 Sales Tax Extension Ordinance cach outhne a series of
projects (together, the “Expenditure Plan”} to be completed during the term of the Bales Tax. The
Expenditiire Plan may be found at:

https /wwwe sandag.org/uploads/publicationid/publicationsd 1283 6596 pdf

The Expenditure Plan is not incotporated herein by reference. The Ordinance specifies that Sales
Tax Reverues are 1o be applied according to the following diagram,

[Remainder of page intentiovally left blank |
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To implement the Expenditure Plan, the Commission annually prepares finance plan updates
(each, a “TransNer Plan of Finauce™) that desceibe major program revenue, cost and project budget and
schedule asspmplions: Fach TransNer Plan of Pinance sefs forth projected cash flow and hoprowing
requirements during the term of the program covered by such plan.

The TransNet Early Action Program (depicted in the map cntitled “TransMNet Early Action
Program 4t the front of this Official Statement) includes various highway and transit improvements in the
Interstates 5, 15, B80S corridors; State Route 52 and 76 comdors; implementation of the Mid-Coast Light
Rail Project; troliey vehicle and station upgrades along the Blue and Orange Lines; and double tracking
improvements in the coastal ratl corridor to be Tinauced by the proceeds of Bonds, Sales Tax Revenues,
and eligible federal, state, and local revenues.

Inovesponse o changing conditions, the TrassNetr Blan of Finance s updated onan annual basis,
el r
The update includes the latest project cost estimates, actual revenues received, and cstimated revenue
projections. The update allows the Commission 10 assess the strength of the program and appropriaie
changes to the implementation of the Project. In response to cconomic conditions during which costs
have decreased while sales tax collections have increased, the Board has accelerated projects 1o take
advantage of 4 construction bid environment offering bids significantly below engineering estimates.
During periods when costs were rising faster than revenues, the Comimission has deferred the
&

implementation of certain projects to allow the TransNet Plan of Finance to remain focused onthe highest
privrity projects.

The SANDAG Board of Dircctors was presented with a TransNet Program Update at its February
22, 2019 mesting, continuing the implementation of major ransportation projects in the region.

As a puiding principle, the Commission’s primary borrowing is focused on capital programs: (1)
Major Corridor Capital Projects: {2) Major Corridor Environmental Mitigation Program (“EMP”); and (3)
Local Project EMP, The remaining Ssles Tax Reveoues are allocated fo current expenses for the
remaining programs. From time to time, at the request of member agencies {local jurisdictions), the
Corrmission may borrow for local street and road capital improvements, with the debt service for these
improvements paid from each respective agency’s share of Local Street & Road Formula Funds.

Future Financings

The Commission manages the implementation-of its capital program based on project readiness
and the availability of federal and State funds, and may advance or slow down the delivery of projects in
response to cucrent conditions. The Commission has no current plan to issue additional Senior Bonds or
Stbordinate Obligations within the next three vears. No assurance can be given regarding the amount of
additional Bonds and Subordinate Obligations that may be issued by the Commission in the future,
subject to the limitations of the Indenture and the Subordinate Indenture, respectively. In March 2021, the
Commission expects {0 issue $168.925,000" of additional Senior Bonds and $86,535,000" of Subordinate
Bonds, with o portion of the proceeds of such issues expected to be applied 1o refund a portion of the
Series 2014 Serics A Bonds.

The Commission is also authorized to issue up 10-$100,000,000 in the aggregate principal amount
of Suberdmate Commercial Paper Notes, See “OUTSTANDING OBLIGATIONS - Subordinate
Commercial Paper Notes and CP Letter of Credit” Commission staff plans to recommend that the
Commission increase the authorization of Subordinate Commercial Paper Notes fo & maximum of
$200,000,000.

* Preliminary, subject to change,
& 4 }:}
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Executive dtafl

The SANDAG stalf serves as staff to the Commigsion. Key staff members, the position held by
cach and a brief statement of the background of each staff member ave set forth below,

Hasan Ikhrats, Frecunive Director. Hasan lkhrate is the Executive Director of SANDAG
appointed to such position in December 2018, Mr. Ykhrata has more than 30 years of experience in the
arena of Transportation Planning in the Southern California Region, in both the public and private secior.
As EBxecutive Director of SANDAG, Mr. Ikbirata directs day-to-day operations of the agency and
implements policies set by its governing board. In addition, he is the Exeantive Gfficer of the SANDIAG
Service Bureau, the nonprofit public benefit corporation chartered by SANDAG. Mr. Ikhrata holds 2
Bachelor's and o Master’s Degree in Civil and Industrial Engineering from Zaporozhye University in the
former Soviet Union, 3 Master’s Degree in Civil Engineering from UCLA, and a PhD Candidacy n
Urban Planning and Transportation from the University of Southern Californig in Los Angeles. Mr.
Tichrata is an adjunct professor in the business school at California State University, Northridge. Prior to
foining SANDAG in 2018, Mr. Ikhrata worked for the Southern California Association of Governments
(SCAG), Los Angeles County Metropolitan Transportation Authority (MTA) and South Coast A
Quality Management Disteiet (SCAONMID)

John F. Kirk, General Counsel. Mr. Kirk was appointed Ueneral Counsel for SANDAG and the
Commission v January 2012, Mr. Kitk-was originally hired by SANDAG as Deputy General Counsel in
June 2006, Between 1990 and 2006 Mr. Kirk served the City of San Diego as a Deputy City
Attorney. Mr. Kirk belds a Bachelors” depree from Wabash College and 2 Juris Doctorate from
Pepperdine University’s School of Law.

Audré Douzdilan, Director of Finance. Mr. Douzdjian serves as SANDAGs Direclor of
Finance and divects all financial and budpeting functions for SANDAG and the Commission. Mr
Douzdjian returned to SANDAG in Jupe of 2012, During the previous 12 yvears, Mr, Douzdjian worked
in the capacity of Chief Financial Officer for two privately-held staffing companies, where he was a ¢o-
founder and sharcholder of those businesses. Prior to that, Mr. Dovediian was the Financial Services
Manager at SANDAG, a position that he held for almost ten years, from 1991 to 2000, Prior to his
employment at SANDAG, Mr. Douzdiian was a Senler Accountant for KPMG, LLP, a centified
accounting frm. Mr. Douzdjian reccived a Bachelor of Business Admmistration (B.A )} degree in
Accounting in 1988 from the University of San Diego and a Master's depree in Business Administration
{(M.B.A) with an emphasis in Finance in 1996 from San Diego State University and s a CUertified Public
Accountant, Mr, Douzdiian is.amenber of the Government Finance OGfficers-Association.

Rav Traynor, Chief Strategy and Innovation Officer. My, Traynor's responsibilities include
regional planning, transporiation modeling, mobility management and mnovation. Prior to joining
SANDAG in 2012, Ray served as Vice President Ceneral Manager of Axiom xCell, a software
development company, where he managed all aspects of the business. Prior to joining Axiom xCell, Mr.
Traynor served as SANDAG’s Mapager of Mobility which included overseeing the agency’s toll
operations; dermand management and intelligent transportation systems programs. Prior to his experience
at SANDAG, Ray was a Product Manager at Novatel Wireless (now Inseego Corp.), a global provider of
sohutions for the Internet of Things and flect telomatics markets; in this role Ray managed the
development of wirgless data modems. Earlier in his carcer, Ray worked at Caltrans where he served a8
Project Manager and was responsible for the delivery of the region’s Border Capital Program, which
mncluded leading the development of State Route 7 and State Route 905, Mr. Traynor holds a Master’s
degree in Business Administration from San Diego State University, and a Bachelor’s degree in
Landscape Architecture from Cal Poly San Luis Obispo.
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dim Lianthicum, Chief Capital Programs and Regional Services Officer. My, Linthicum is
responsible for the uplementation of SANDAG’s §9 billion capital improvement program and the
management of regional setvices such as toll operations-on I-15-and 5R-125, regional transportation
demand management services such as carpoolvanpool programs and freeway service patrel, and the
region’s Automated Regional Justice Information System (ARGIS). Mr. Linthicum has over 40 years’
experience delivering transportation programs and projects. Prior to joining SANDAG, Mr, Linthicum
was emploved by the San Diego Mctropolitan Transit System and the California Department of
Transportation for 24 years. Mr. Linthicum heolds a B.S. depree in Civil Engineering from the
Penusylvania State University and successfully completed the Engineering and Management program at
the University of California 1 .os Angeles.

Ray Major, Chief Data Analviics Officer and Chief Economist. Mr. Major originally joined
SANDAG in 1987 as a Research Analyst and economist respensible for SANDAG s econometric and
economic impact models, custom analytic research projecis, and for developing the San Diego region’s
comprehensive Economic Prosperity Strategy. He left SANDAG in 1994 and joined the Nielsen
companies where he served as a sentor executive holding numerous positions incinding Chief Marketing
Officer, Chief Customer Officer, and product strategist. Mr. Maior oversaw the product development of
Clacitas, a major provider of demographic and segmentation data. As General Manager of Integras, he
ran the division of Claritas specializing in Business Intelligence (BD) and predictive analytics, geo-spatial
and economic modeling services. In 2010, Mr. Major moved to Halo Bl a sate-of-the-ant business
intelligence and predictive modsling seftware and service provider where be served as CMO, CO0, and
CEQ. Mr. Major rejoined SANDAG in 2015 where he now serves as the Chief Economist. Mr, Maior
holds both graduate and undergraduate degrees in econemics from San Diego State University, with an
emphasis in developmental economics, and econometrics.

José MNumclo, TransNet Director. Mr Nuncio manages and dirgets the operations of the
SANDAG TransNet Departiment and is respousible {or the programming of federal, state, local and
TransNet funds, revenue forecasts for the agency’s long-range transportation plans, internal and external
accountability and comimunication through the TransNet Dashboard and staffing {or the Tndependent
Taxpayer Oversight Committee. Mr. Nuncio joined SANDAG in April 2002 after spending more than 10
years with the California Depariment of Transportation at its San Diego District Office where he gained
experience in the aress of programming, project management and development, and international border
affairs. Mr. Nuncio received a Bachelor of Science (B 8} in Aerospace Engineering from the University
of Michigan in [989 and a Master of Science (M.S.) in Structural Enginesring in 1991 from the
University of Califorrda at San Diego. My Nuncio has been a Registered Civil Engineer in the State of
California since 1995,

THE SALES TAX
Authorization, Application and Cellection of the Sales Tax

The Commission i authorized by the Act to adopt a retail transactions and use tax ordinance
applicable in the incorporated and unincorporated territory of the County in accordance with California’s
Transactions and Use Tax Law (Revenue and Taxation Code Sections 7251 et seq.), upon authorization
by a majonty of the electors voting on the issue. On November 3, 1987, the voters approved the 1987
Ordinance which imposed the Sales Tax in the Counnty for a twenty-vear period. On November 2, 2004,
more than two-thirds of the voters approved the Sales Tax Extension Ordinance which, among other
things, extended the collection of the tax to March 31, 2048, The Ordinance imposes the Sales Tax on the
gross receipts of retailers from the sale of tangible personal property sold in the County and upon the
storage, use or other consumption in the County of such property purchased from any retatler for storage
use or other consumption in the County, subject to certain limited exceptions described below.



Collection of the Sales Tax is administeved by the CDTEA, as successor to the BOE for this
purpose. The CDTEA, after deducting a fee for administering the Sales Tax, remits the remaining Sales
Tax Revenues to the Trustee which are then applied to satisfy the Coramission’s obligations with respect
to the Bonds and Parity Obligations. The remaining Sales Tax Revenues are then remitted to'the Trustee
for the Commission’s Subordinate Oblipations, including the 2018 Short-Term Notes and the Subordinate
Commercial Paper Notes. After payment of debt service reguirements on the Subordinate Obligations,
any remaining unapplied Sales Tax Revenuss are then remitted to the Trustee for payment of certain fees
and expenses and the Junior Subordinate TIFIA Loan and theveafter to the Commission. The fee charged
by the CDTFA 15 determined by the CDTEA pursuant to statute. The fee charged by the COTFA to the
Commission for collection of the Sales Tax for Fiscal Year 201920 was $3,119,030. The {ec that the
COTY A is authorized to charge for collection of the Sales Tax is determined by State legislation and may
be increased or decreased by legislative action. There cau be no assurances that the wmount of this fee or
the method for determining the amount of the fee will remain the same. The CDTFA collecis and
subsequently distributes sales and use tax revenues io sales (axing jurisdictions such as the Commission.
The CDTFA disburses sales taxes three times a guarter. For a given quarter the first two monthly
payments corespond to'an estimated advanceplus the current distributions processed during the monih.
The third monthly payment then trues-up the total quarterly allocation against payments disbursed in the
prior two months, net of administrative tees. The rmethodology for calculating the estimated advances has
been recently improved to wiore closely track actual fux receipts and o aceelerate the allocations to sales
taxing jurisdictions such as the Commission. The methedology includes 2 steps. First, the CDTFA
calculates the share of a jurisdiction’s total allocation for in the same quarter of the prior year. Second,
this share s applied to the total prepayment collected 1o the current month.

The Sales Tax is imposed in addition to s 7.25 percent sales and use tax levied statewide by the
State and local sales tax measures enacted by cities, as described below under “~ Other Sales Taxes
Imposed in the County.” In general, the statewide sales tax applies to the gross receipts of retailers from
the sale of tangible personal property. The statewide use tax is imposed on the storage, use or other
consumption in the State of property purchased from a retailer for such storage, use or other consumption,
Bince the use tax does not apply to cases where the sale of the property s subject to the sales tax, the
application of the use tax generally is to purchases made outside of the State for use within the State,
subject to certain excepiions.

Many categories of transactions are exempt from the Statewide sales and use tax and from the
Sales Tax. The most tmportant are: sales of food products for home consumption; prescription medicing;
edible hvestock-and their foed: seed and fertilizor used in raising food for human consumption; and gas,
electricity and water when delivered to consumers through mains, lines, and pipes. In addition,
“Oeoasional Saled” (ie., sales of property not held orused by a sellecin the course of activities for which
he or she is required to hold a seller’s permity are generally exempt from the statewide sales and use tax
and from the Sales Tax, Action by the State legislature or by voter initiative could change the transactions
and items upon which the Statewide sales and use tax and the Sales Tax are fmposed. Such changes or
amendments could have ¢ither an adverse or beneficial impact on the Sales Tax Revenues. The
Commission is uotl currently aware of any proposed legislative change, which would have a material
adverse effect on Sales Tax Revenues. Sec also "RISK FACTORS — Proposition 218"



Bistorical Sales Tay Revenuss

Annual Sales Tax Revenues. The Commission began receiving distributions of the Sales Tax
from the BOE in June 1988, The CDTFA now handles most of the taxes and fees previcusly collected by
the BROE. The following table shiows the Sales Tax remitted to the Commission during the Fiscal Years
ended June 30, 1990 through June 30, 2020,

SAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION
BISTORICAL BALES TAX REVENUES

Fiseal ¥ear % Change From

Ended June 30 Sales Tax Revenues(! Prior Fiscal Year
1990 113,758,624
1991 109,806,529 3. :”5}
1992 106,105,958 (3.4}
1903 11,785,116 5.4
1994 111,461,946 0.5
1995 114,303,387 2.5
1996 123,511,834 8.1
1997 131,592 528 8.5
1968 145,754 158 10.8
1969 156, ﬁi}i},b 7 7.7
2000 172,274,619 9.8
2001 189,795 888 10.2
2002 92,836,199 1.6
2003 200,600,386 4.0
2004 213,230,634 6.3
2005 228,562,785 7.2
2006 243,317,789 6.5
20067 247,824 304 1.8
2008 244406219 (1.4}
2000 221,981,360 8.2
2610 204,194,747 (8.9
2011 221,304,014 8.4
2012 236,947,113 7.4
2013 247,221,162 4.3
2014 260,114,931 52
2015 268,840,549 3.4
20616 275,500,023 . 248
2617 284456260 3.3
2018 204 501 324 3.5
2019 : 312,303,669 608
2020 305851,214 2.0

) Cash basis, net of BOE/CDTFRA admivisteative fee,

B Reflects, in part, effect of increase in BOE admiinistration fee in 1994,

9 In May 2018, CDTFA implemented a new awtomated system for processing, reporting, and distributing sules tax
revenies to agencies throughout the Siate. As dregull; several thousand G returns Were 1ot provessed in-a timely
manngr, Approximately $7 million of Fiscal Year 2018 revenue was recorded in Fiscal Year 2019, Assuming the $7
million. figure was properly accounted for in Fiscal Year 2018, aunual sales lax reverucs would have been 53015
willion for Fiseal Year 2018 and 8305, 3 mitlion in Fiscal Year 2019

Sowrce: San Diego County Regional Transportation Commission.



Sales Tax Revenues for the Fiscal Year ended June 30, 2020 are approximately 2.8 times
Maximum Annual Debt Service on the Outstanding Senior Bonds and approximately 24" times
Maximum Annual Debt Service on the combined Senior and Subordinate Obligations, based on the debt
service and assumptions shown in the table “PROJECTED DEBT SERVICE SCHEDULE.”

On April 3, 2020, the CDTFA announced a program that allows all businesses with less than §3
mitlion inanwual mxa&i@ sales the ability to defer pavrent on up to $50,000 in sales and use tax liability
without incuiring any penalties or inferest. Under the program, gualifying businesses can cnter into
payment plans to distribute up to §50,000 of sales tax liability over a [2-month period, interest-free. For
taxpayers chonsing tn defer thewr st quarter 2020 Lability, Tor example. up to 550,000 of the obligation
would now be paid in twelve equal monthly imstallments. The first payment was due on July 31, 2020,
See “RISK FACTORS — COVID-19 Pandemic.”

Mounthly Sales Tax Revenues. The following table presents Sales Tax Revenues remitted each
month by CDTFA for the account of the Commission in the Fiscal Years ended June 30, 2019 and 2020
and ending Tune 30, 2021, Through the first seven months of the Fiscal Year ending June 30, 2021, Sales
Tax Revenues areup 2.55% as compured to the same time period in the prior Fiscal Year.

MONTHLY SALES TAX DISBURSEMENTR
FISCAL YEARS ENDED JUNE 30, 2019 AND 2020 AND ENDING JUNE 36, 2021

Year {bver
Fiscal Year Fiseal Yesr Year Over Year  Fiseal Year Year
Ended Ended Y Change Ended %o Change
Month  June 30,2019 June 30, 202007 (2020 v. 2019) June 30, 20217 (2021 v. 2020)
July § 24,639,716 $ 29,354,890 s 530,054 981 2.4%
Axipust 22,850,125 23334037 L7 23,241,853 6.4
September 24 709 504 26,715,041 8.1 28 184 070 55
October 31,808 475 30,751,885 (3.3) 33250387 2.1
Movember 27,896,830 25,441,663 (8.8 21,727.813 {14.6)
Diecembier 27,086,780 25 442 731 {6.0) 271 E&w? 66
January 26,345,902 75,555.448 (3.0} 21774372 8.7
February 27031941 37,094,485 32 - -
March 26,003 652 22 984 289 CLe)
Aprit 26,170,697 22,498,364 (14,0 .
May 22,874,423 15411,299 (32.6) =
Fune 24,794,614 21,264,183 (i4.2) . o
Totals  $312.303.669 $305,851,214 (2.1%) i 2

1D Unaudited; cash bagis; ot of CDTFA adoinisteative fes,

B-See “RISK FACTORS » COVID:19 Pandemic,”

& In May 2018, CDTEA implemenied a new sutomated system Tor progessing, teporting, and distributing sales 1ax
revenues to agencies throughout the Siate. As 2 resull, sgveral thousand fax sehuns were not ptocessed in a timely
manner. Approximately $7 million of Fiseal Year 2018 rovenue was recorded i Fiscel Year 2019, and so the
growth forecast going forward will be calculated on a base of §305.3 million, as opposed to the $312.3 million
collected.

* Subject to change based ob actual debt service for the 2021 Series A Bonds and 2021 Series B Bonds. See “SAN
DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION — Future Financings.”



Recent Developments Regarding Sales Tax Collection

In June 2018, the United States Supreme Court published its decision in South Dakota v Waytair
{the “Wayfair Decision”), in which the Supreme Court held that salss to a customer in a particular state
glone are sufficient to create a nexus for purposes of determining whether a seller is required to collect
sales taxes of the applicable state. Prior to the Wayfair Devcision, courts had interpreted the dormant
Commerge Clause of the United States Constitution to reguire that a company have physical nexus in a
state in order for the seller to be linble for the collection of that state’s sales tax. Physical nexus is defined
as having either property or payroll in the state, including a resident emplovee working from home or
inventory stored in that state.

The State of California has issued guidance in response to the Wayfair Decision. Under such
guidance, retailers located outside of the State are required to rogister with the CDTEA, collect the
California use tax, and pay the tax to the CDTFA based on the amount of their sales into California, even
if they do not have a physical presence in the state. The new collection requirements apply to retailers if
during the preceding or current calendar year certain sales thresholds are met. The new collection
requirements started to apply to taxable sales of tangible personal property tw California consumers on
and after April 1, 2019, and were not retroactive. Additionally, the State’s passage of Assembly Bill 147,
signed by the Governor on April 25, 2019, provides the implementation rules for the Wavfair Decision in
California, The Commnission is unable to predict the ultimate benefit that the Wayfair Decision may have
on Sales Tax Revenues. Among the Coumnission’s top Sales Tax generators, however, are companies that
conduct sales oply through the internet.

Other Sales Taxes Imipeosed in the County

With lisaited exceptions, the Sales Tax is tmposed upon the same transactions and items subject
tothe 7.25 percent sales and use tax levied statewide by the State. The State Legislature or the voters of
the State, through the initiative process; could change or linut the transactions and items upon which the
statewide sales tax and the Sales Tax are imposed. Any such change or limitation could have an adverse
impact on the Sales Tax Revenues collecied. See “RISK FACTORS = Other Sales Taxes”

in addition to the statewide sales and use tax and the Sales Tag, the following sales and use taxes
are imposed in certain cities within the County. No portion of the statewide sales and use tax or the
following faxes imposed in certain cities within the County are pledged to the repayment of the 2021
Short=Term Notes.

Effective Termination

Sales and Use Tax TaxRate  Date Date
City of Chula Vista 0.50% 0401117 03/31/26
City of Chula Vista 8.50 10O/ L8 Upon Repeasl
City of Del Mar 100 04701717 Ongoing
{ity of Bl Cajon Service Preservation Transactions and Use Tax .50 04/01/17 03/31/29
City of La Mesa Transactions and Use Tax .75 04/01/09 03/31/29
City of National City Transactions and Use Tax 1.00 16/01/06 09/30/16
City of Oceanside 0.50 94/01/19 03/3128
City of Vista Transactions and Use Tax 0.50 44/01/07 03/31/37

Source: California City and County Seles and Use Tax Rates (October 1, 2020), CDTFA.
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For information concerning historical taxable bales m the County, see the table entitled "County
of Ban Diepo, Taxable Sales Transactions” in APPENDIX A ~ “INFORMATION REGARDING THE
COUNTY OF SAN DIEGO.”

COMMISSION INVESTMENT PORTFOLIO

Funds of the Commission are invested pursuant to an nvesiment policy adopted by the
Commission Board, which permits the Commission to ‘invest in some (but not all) of the types of
securities anthorized by State law for the investment of funds of local agencies. The securities in which
the Commission currently is authotized to invest inclnde United States treasury notes, bonds and bills,
bonds, notes, bills, warranis and obligations issued by certain apencics of the United States, bm&aa
acceptances, commercial paper of prime quality, certificates of deposit, medinm terin corporate note
shares of beneficial interest issued by a California joint powers authority, the State’s local agenc
ivestment fund, the San Diego County local agency investment fund, collateralized fs,‘?ms.«h& e
agreements, and other securities authorized under State law as appropriate for public fuad investments
and not specifically prohibited by the investment policy. The investment policy (which is s ‘Ebjt‘{:" to
change in the future) does not allow investment in reverse repurchase aprecments, morigage inferest
strips, inverse fHoaters or ssourities lending or any investment that fils fo mest the gredit or portiolio
limits of the investment policy at the time of investment. Funds held by the Trustec under the Indenture
are invested in lnvestent Securities (a8 defined in APPENMDIX €13 by the Trustee in accordance with

nstructions from the Commission. The instructions from the Commission currently restrict those
mvestmemg to investments permitied by the investment policy -adopted by the Comipission Board
described above (exceplithat the Trustee is permitted to mvest a greater percentage of funds in specific
securities than the investment policy would otherwise pormit),

The value of the various imvestments in the portfolio will fluctuate on a daily basisas a resultof a
multitude of factors, including geverally prevailing interest rates and other economic conditivns. Further,
such values may vary based on credit quality, ratings, or other factors. Therefore, there can be no
assurance that the values of the various investments in the porifolie will not vary significantly from the
values deseribed below. Further, the values specified in the following tables were based upon estimates
of market values provided to the Commission by a third party as of June 30, 2020, Accordingly, there
can be no assurance that if these securitics had been sold on June 30, 2020, the portfolio would have
received the values specified. In addition, under certatn provisions of the Indenture, funds and accounts
held under the Indenture must be invested in certain specified Investiment beu;mz@s that include
investment agreciments and other investments not described above,

INVESTMENT PORTFOLIO INFORMATION

As of June 30, 2020

Investments Par Value Market Value
Tash and Cash Houivalen ©ON/A $661,703,991.24
United States Agmms $19{>3581 000.00 195,478,001.48
Corporate Medium Term Notes 6%,280,000.00 71,531,263.60
Supra-National Agency Bond/Note 24.675 000.00 24 879 834 40
Certificates of Deposit 6.405,000.00 6,431,653.76
Asset-Backed Securities 570524359 5786, 54;4 39
Certificates of Participation _23.050.000.00

TOTAL

Sourcer The Comintlssion.



RISK FACTORS
Availability of Funds to Pay the 2021 Shori-Term Motes

The Suhordinate lodenture provides that unless the 2021 Short-Term Notes have been previously
paid or defeased pursuant to the provisions of the Subordinate Indenture, the Commission agrees to use its
best efforts, on-or before October 1, 2022, to-draw on the TIFIA Loan Agreement or, to the extent
sufficient funds are pot available or eligible thereunder, to issue Senior Licn Bonds, or Motes or other
Parity Debt under the Senior Indenturé or the Subordinate Indenture, as applicable, or {0 otherwise obtain
financing to provide funds sufficient to pay the principal of the 2021 Short-Term Notes on October 1,
2022, No assurance can be given that the Cormission will satisfy all conditions to disbursement under
the TIFIA Loan Agreement, or that the TIFIA Lender will honor a properly presented disbursement
request under the TIFIA Loan Agreement, In addition, if the Commission is unable to obtain proceeds of
the Junior Subordinate TIFIA Loan, ne assurances can be given that capital markets access will be
available for the Commission to issue Senior Bonds under the Senior Indenture, or Notes or other Parity
Debt under the Subordinate Indenture, to repay the principal of the 2021 Short-Term Notes on October 1,
20722,

U.B. Economic Becession: BEconomy of the County and the State

The 2021 Short-Term Notes are secured by a subordinate pledge of Revenues, including Sales
Tax Revenues, which consist of the Sales Tax less an administrative fee paid to the CDTFA. The level of
Sales Tax Revenues collected at any time is dependent upon the tevel of reiail sales within the County,
which level of retail sales is, in tuen, dependent upon the level of economic activity in the County and in
the State generally.

On June 8, 2020, the National Bureau of Heonomic Research ("NBER”) declared that arecession
in the United States commenced in February 2020, Reportedly, this was the fastest that NBER has
declared any recession since the group began formal ansouncements it 1979, In anpouncing the
recession; NBER said *[{}he unprecedented magpitude of the decline in emiployment and preduction, and
its broad reach across the entire economy, warrants the designation of this episode as a recession . .7

According to the Commisgion’s coonomic staff, the COVID-1Y reinted recession resulted {n a
sharp increase fo unemployment in the County that is estimated to have peaked at 15.2% in early May
2020 and is currently hovering around 8%, Job losses have been concentrated in high contact sectors such
as tourismy, retail and education, which are estimated to account for 80% of the job losses in the region.
Traditional sectors like professional services, construction, finance, have fared much better than in past
recessions, while military has proven an essential buffer to the unemployment numbers in the County.

The Commission is unable to predict the duration ov severity of the current economic recession.
The recession may have a material adverse ¢ffect on the Commission’s collection of Bales Tax Revenues,
which may adversely affect the ability of the Commission to pay principal of and interest on the 202}
Short-Term Notes. For information relating to economic conditions within the County and the State, see
APPENDIX A ~“INFORMATION REGARDING THE COUNTY OF SAN DIEGO.”



COVID-19 Pandemic

The Pandemic is currently affecting many parts of the world, including the United States and
Califormia, On Jamuary 31, 2020, the Seoretary of the Uvited ‘States Health and Human Serviges
Department declared a public health emergency for the United States and on March 13, 2020, and then
President Trump declared the outbreak of COVID-19 in the United States a national emergency.
Subseguently, the Coronavirus Guidelines for Americs and the United States Centers for Disease Control
and Prevention called upon Americans to take actions to slow the spread of COVID-19 in the United
States;

At the onset of the pandemic in March 2020, the County of San Diego announced stay-at-home
emergency orders, which directed individuals 1o stay home, except tor limited wavel for the conduct of
essential services, Most retail esiablishments {including restaurants; bars and nightclubs, enfertainment
venues and gyms) were closed and large gatherings were banned in response to the order. The Govemor
of the State announced a similar emergency order effective for the entire State. Since the initial orders, the
State and the County of S8an Dicgo have allowed limited reopening of retail cstablishments, at times under
limitations such asouly providing outdoor or curbside service; based on local performance against public
health indicators. The outbresk has resulted in the Imposition of restrictions on mass patherings and
widespread closings of busipesses, universities and schools throughout the United States. On June §,
2020, the National Bureau of Economic Research amnounced that the U.S. officially entered into a
recession in February 2020, As of early December 2020, due to a sharp increase in COVID-19 cases and
ICU hospitalizations, the Btate of California issued a new Regional Stay Home Order, which affected
numerous counties in California including the County of San Diego. The Regional Stay Home Grder has
since been lifted.

As of Febmary 1, 2021, there have beenvover 217,000 confirmed cases of COVID-19 in the San
Diego County, and officials expect the mumber of confinmed cases o continue to grow. Although the
administration of several highly effeciive vaccines has begun across the United States, including
California, the Commission cannot predict the speed with which vaccinations can oceur, as well as any
public health and associated economic impacts of subsequent variants and strains of COVID-19,

On March 4, 2020, the Governorof Califoraia (the “Governor™) proclaimed a state of emergency
in California as a result of the threat of COVID-19, Under the California Emergency Services Act, during
a state of emergency, the Governor has authority over all agencies of the state government and can
exercise the Siate’s police powers. Hig powers also include the power to promulgate, issue, and enforce
arders and regulations as he deems necessary,

Since declarmyg the emergency, the Governor has {ssuad a numberof executive orders relating to
COVID-19 preparedacss and mitigation. These include his March 19, 2020 Executive Order N-33-20,
which orders all individuals living in the State to stav home or at their place of residence except as needed
to maintain continuity of operations of certain eritical infrastructure sectors; as described in that ordey and
later designations, In addition to the actions by the state and federat officials, certain local officials have
declared a local state of emergency and have issued “shelter-in-place” orders. Many of these foderal, state
and local actions are focused on “sociabdistancing,” or limiting instances where the public cangongregate
orinteract with each other, which affects the operation of businesses and impacts enterprise operations
and the economy.,
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The Governor issued Bxecutive Orders N-29-20 and N-35-20 relaxing state and {ocal agency
open mecting laws to accommodate social distancing. The Commission expects fo bold meetings of s
Board of Directors unhindeved by the Pandemic. As permitted vader Executive Order N-33-20, certain of
the Commission’s employees may continue to come to work under designated exceptions for critical
sectors and some of the Commission’s employees are teleworking,

The Pandemic has nepatively affected travel, commierce, investroent values, and financial markets
globally, and s widely expected to continue to negatively affect economic output worldwide and within
the County. While federal and state governments (including California) have enacted lepislation and taken
exeoutive actions seeking to mitigate the negative public health and coonomic impacts of the Pandemic,
the Commission offers to assurances that these nterventions will have (he intended offects,

These negative economic impacts may reduce orotherwise negatively affect Sales Tax Revenues.
The consequences of the Pandemic are expected to continge to reduce economic activity within the
County that generates Sales Tax Revenues. The Commission cannot accurately predict the magnitude of
this impact on Sales Tax Revenues, but the impacts could be material and adverse.

On March 12, 2020, the Governor issued Executive Order N-25-20, requiring CDTFA, which
administers sales and use taxes in the State, to use its administrative powers where appropriate to provide
extensions for filing, payment, audits, billing, notices, assessments, claims for refund, and reliel from
subsequent pensltics and interest to individuals and businesses impacted by complying with a state or
iocal public health official’s imposition or recommendation of social distancing measures related to
COVID-19: On March 30, 2020, the Governor issued Bxecutive Grder N-40-20, which provided a threes
month extension for tax returns and tax payments for all businesses filing a retum for less than
$1,000,000 in wxes. Such extension remains effective through the reporting of taxes or fees duc or the
payment of taxes that are due-on or before July 31, 2020, That order also extends the statute of limitations
to file a claim for refund for taxes and fees administered by CDTEA and it extends the timeframe to file
for appeal with CDTFA. On Apnl 3, 2020, the Govemor issued an Executive Order that allows all
businesses with less than $5 million in annual taxable saies the ability to defer payment on up to 50,000
i sales and uwse tax hability without incumring any penalties or interest. Under the program, qualitying
businesses can enter into payment plans to distribute up to $50,000 of sales tax liability over a 12-month
period, interest-free. For taxpayers choosing to defer their st quarter 2020 Liability, for exampie, up to
$50,000 of the obligation would now be paid in twelve equal monthly installments. The first payment was
not due untl July 31, 2020,

The Commission continues to monitor the spread of COVID-19 and is working with local, state,
and national agencies to address the poteatial impact of the Pandemic upon the Commission. While the
overall potential ‘impact of the Pandemic on the Commission and Sales Tax Revenues cannot be
guantified at this time, the adverse impact on Sales Tax Revenues could be material.

Legistative Changes

Action by the State legislature or by voter initiative could change the transactions and ilems upon
which the Sales Tax is imposed. Such changes or amendments conld have either an adverse or beneficial
impact on the Sales Tax Revenues. The State Legistatre from time to time may adopt legislation that
impacts the collection or the distribution of sales taxes or that otherwise may impact the operations or
finances of the Commission. The Comumission cannot predict whether any such legislation will negatively
mmpact Sales Tax Revenues: The Commission is not currently aware of any proposed legislative change,
which wonld have g matevial ddverse offect on Sales Tax Revenues,



Othier Bales Tayes

With limited exceptions, the Sales Tax is imposed upon the same transactions and items subject
tothe 7.25% sales and use tax levied statewide by the State. The State Legislature or the voters of the
State, through the initiative process, could change or limit the transactions and items upon which the
statewide sales tax and the Sales Tax are imposed. Any such change or limitation could have an adverse
impact on the Sales Tax Revenues collected. In addition, the Sales Tax is imposed generally on the same
transactions and items subject to sales and use taxes levied by certain cities within the County, See “THE
SALES TAX — Other Sales Taxes Imposed in the County.”

Acceleration of Liguidity Facility Bonds

The amortization period applicable to the Liquidity Facility Bonds may be accelerated under
certain circumstances. “Liquidity Facility Bonds” are Series 2008 Senior Lien Bonds tendered for
purchase and not successtully remarketed, that are then purchased by a Liquidity Provider pursuant to the
applicable 2008 Liguidity Facility. Such Liquidity Provider purchages may ogcur as-a result of, among
other things, adverse market conditions leading to fatled remarketings or the Commission’s inability (o
obtain replacersent credit or lguidity arrangements upon the expiration or termination of the existing
2008 Liquidity Facilities. See “"OUTSTANDING QOBLIGATIONS - Liquidity FPacilities.™ The
Commission’s obligation to reimburse the Liguidity Providers on account of their purchase of any of the
Series 2008 Bonds may, under spectiied etroumstances, be paid over a period of five years or, if eardier,
by no later than the last day of the purchase period, and may, under certain circumstances, become
immediately due and payable on the one hundred eightieth {180") day following the date on which any
Series 2008 Senior Lien Bond became a Liguidity Facility Bond. Liguidity Facility Bonds are payable on
a parity with the Senior Licn Bonds.

Variable Rate Bonde

The Serics 2008 Bonds are variable rate bonds. The caleulation of interest on the Series 2008
Bonds is set weekly., Potential fluctuations in interest rates could result in higher net interest rates on the
Series 2008 Bonds. The Series 2008 Bonds are subject to tender provisions and remarketing by the
remarketing agents for such Series 2008 Bonds. Upon a failure to remarket the Scrics 2008 Bonds, the
Series 2008 Bonds will be purchased pursuani {o the 2008 Liquidity Facilities, in which event the Series
2008 Bonds could bear imtergst at materially higher interest rates. Furthermore, in the cvent of early
termination of the Initial Swaps, the Commission would no longer receive the variable rate payments
from the counterparties thercunder and the Commission may be liable for substantial termination fees
which, though subordinate to the 2021 Short-Term Notes, could have a material adverse effect on the
Commission,

Loss of Subsidy Payments

The 2010 Series A Bonds were issued as “Build America Bonds” The amount of any Subsidy
Payments are subject to legislative changes by the United States Congress. On March 1, 2013, the federal
government announced the implementation of certain automatic spending cuts known as “sequestration,”
Fuature reductions in Subsidy Pavments may cccur due to the sequester, but the Commission is unable to
predict the amount or duration of such reductions. Further, Subsidy Pavaients will only be paid if the
2010 Series A Bonds continue to-qualify as Build America Bonds: For the 2010 Series A Bonds to remain
Build America Bonds, the Commission must comply with certain covenants with respect to the 2010
Series A Bonds, the use and investment of proceeds thereof and the use of property financed therchby.
Thus, it is possible that the Commission may not receive the Subsidy Payments. Subsidy Fayments are
also subject to offset against amounts that may, {or unrelated reasons, be owed by the Comumission to any



agency of the United States of America. The Commission does not'belicve that failure to receiveall ora
portion of the Subsidy Payments orany offset to the Subsidy Pavments will materially and adversely
tmpact the Commission’s ability to pay mterest on the 2010 Series A Bonds. The fatlure to receive all or
any portion of the Subsidy Payment does not affect the Commission’s obligation {0 pay debt service on
the 2010 Series A Bonds. (

FLoss of Tax Exemption

As discussed under “TAX MATTERS,” interest on the 2021 Short-Term Notes could become
includable in federal gross income, possibly from their date of issuance, including as a resuls of agts or
ornissions of the Conunission subsequent to the isspance ofthe 2021 Short-Term Notes. Should interest
become includable in federal gross income, the 2021 Short-Term Notes are not subject 1o redemption by
reasonthereof and will remain outstanding until maturity or earlter redemption.

Bankruptey Constderations
wicy

The Commission may be authorized to file for Chapter 9 municipal bankraptey under certain
circumstances. Should the Commission file for bankruptey, there could be adverse effects on the holders
of the 2021 Short-Term Notes.

If the Sales Tax Revenues are “special revenues” under the Bankrmptey Code, then Sales Tax
Revenues cotlected after the date of the bankruptey filing should be subicct to the lien of the Indeniure.
“Special revenues” are defined to include taxes specifically levied fo finance ove or more projects- or
systems, excluding receipts from general property, sales, or mcome taxes levied to finance the general
purposes of the governmental entity. The Sales Tax was levied to finance the projects described in the
San Diego County Transpoctation Improvement Program TransNet Ordinance and Bxpenditure Plan
{under this caption, the “Projects™), and some of these Projects are described in broad terms, Inaddition,
the Projects are not owaed by the Commission. No assurance can be given that a court would not hold
that the Sales Tax Revenues are not special revenues. Were the Sales Tax Revenues determined not to be
“special revenues,” then Sales Tax Revenues collected after the commencement of a bankrupicy case
would likely not be subject {o the lien of the lndenture. The holders of the 2021 Short-Term Notes may
not be able 1o assert 2 claim against any property of the Commission other than the Sales Tax Revenues,
and were these amounts no longer subject fo the lien of the Indenture following commencernent of a
bankruptcy case, then there could thereafter be no amounts from which the holders of the 2021 Shott-
Term Notes are entitled to be paid.

The Bankruptcy Code provides that special revenues can be applied to necessary operating
expenses of the project or system from which the special revenues arg derived, befors they are applied to
other obligations. This nule applies regardless of the provisions of the transaction documents. The law is
not clear as to whetlier, or to what Sxtent. Sales Tax Revenues would be considered to be “derived” from
the Projects. To the extent that Sales Tax Revenues are determined to be both special revenues and
derived from the Projects, the Commission may be able to use Sales Tax Revenues to pay necessary
operating expenses connected with the Projects, before the remaining Sales Tax Revenues are turned over
to the Trustee to pay amounts owed to the holders of the 2021 Short-Term Notes, It is not clear precisely
which expenses would constitute necessary operating expenses.

if the Comuussion is in bankruptey, the parties (including the holders of the 2021 Short-Term
Notes) mav be prohibited from taking any action to collect any amount from the Commission or to
enforce any obligation of the Commission, uniess the petmission of the bankruptey court is obtained.
These restrictions may also prevent the Trustes from making payments to the holders of the 2021 Short-
Term Notes from funds in the Trustee’s possession. The procedure pursuant to which Sales Tax Revenues



are paid divectly by the CDTFA to the Trustee may no longer be enforceable, and the Commission may be
able to require the CDTFA to pay Sales Tax Revenues directly to the Commission

The Commission as a debtor in bankruptey may be sble to borrow additional money that is
secured by a lien on any of iis property {including Sales Tax Revenues), which lien could have priotity
gver the lien of the Indenture, or to cause some Sales Tax Revenues to be released to it free and clear of
len of the Indenture, in each case provided that the bankruptcy court determines that the rights of the
Trustee and the holders of the 2021 Short-Term Notes will be adequately protected. The Commission may
also be able, without the consent and over the objection of the Trustes and the holders of the 2021 Short-
Term Notes, to-alter the pricrity, interest rate, payment terms; collateral, maturity dates, payment sources,
covenants (including tax-related covenants), and other terms or provisions of the Indenture and the 2021
Short-Term Notes, provided that the bankruptey court determines that the alterations are falr and
equitable.

There may be delays in payments on'the 2024 Short-Terni Notes while the court considers any of
these issues. There may be other possible effects of a bankiuptey of the Commission that could result in
delays or reductions in paymenis on the 2021 Short-Term Notes, or vesult in losses to the holders of the
2021 Shott-Term Notes, Regardless of any specific adverse determinations in 4 Commission bankrupicy
procecding, the fact of a Commission bankruptey proceeding could have an adverse effect on the liquidity
and valae of the 2021 Short-Term Notes.

Proposition 218

On November 5, 1996, voters in the State approved an inttiative kuowsn as the Right to Vote on
Taxes Act ("Proposition 2187 Proposition 218 added Articles XHIC and XHID to the California
Coanstitution. Asticle XIHC requires majorily veter approval for the imposition, extension or increase of
general taxes and two-thirds voter approval for the imposition, extension or increase of special taxes by a
local govemment, which Is defined to Include local or regional governmentsl agencies such as the
Commission. In 2004, the Sales Tax Extension Ordinance received the approval of more than 2/3 of the
voters as required by Asticle XHIC., However, Article XITIC also removes limitations that may have
applied to the voter initiative power with regard to reducing or repealing previously authorized taxes. In
the opinton of the Commission, however, any attempt by the voters to use the initiative provisions under
Proposition 218 1o rescind or reduce the levy and collection of the Sales Tax in & manner which would
prevent the payment of debt service ow the 2021 Short-Term Notes would violate the lmpairment Clause
of the United States Constitution and, accordingly, would be preciuded. However, it is likely that the
interpreiation and application of this provision of Proposition 218 will ultimately be determined by the
courts.

Havther Initiatives

Proposition 218 was adopted as a measure that qualified for the ballot pursuant {o the Stale’s
initiative process. From time 1o time other mitiative measures could be adopted, which may affect the
Commission’s ability to levy and collect the Bales Tax.

Governance and Management —Changes in State Law

SANDAG was created in the 1970s as a Joint Powers Authority made up of various cifies in the
County of San Diepo that desired to voluntarily carry out regional planning activities as 2 joint enterprise,
SANDAG’s governance structre was codified inio State Law by State statute in 2002. The State
Legislature can alter the governance and structure of SANDAG. On October 11, 2017, Goevernor Jerry

Brown signed into law AB B0S which changed the voling mechanisms of the Board of Dircctors of
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SANDAG and provide additional audit requirements. The Staie Legislature can adopt finther statutory
changes that could materially impact the composition of the Beard of Directors or composition of
magagement, or impose new requirements or standards, any of which could cause material changes for
SANDAG policy objectives or how it operates.

Cybersecurity

The Commussion, like many other public and private entities, relies on computer and other digital
networks and systems fo conduct its operations and finauces, As a recipient and provider of personal,
private or other electronic sensitive information, the Commission (s potentially subject to multiple cyber
threats including, but not limited to, hacking, viruses, malware, ransomware and other attacks on
computer and other sensitive digital networks und systermns. Entitics or individuals may atictapt to gain
unauthorized access to the Commission’s systems for the purposes of misappropriating assets or
information or causing operational disruption or damage.

Mo assurances can be given that the security and operational control measures of the Commission
will be suceessful in guarding against any and cach cyber threat or breach. The cost of remedying damage
or disruption caused by cyber-attacks could be substantial and in excess of any applicable msurance
caverage.

ABSENCE OF MATERIAL LITIGATION

No litigation is pending or, to the best knowledge of the Commission, threatened against the
Conmission concerning the validity of the 202) Short-Term Notes. The Comnussion is not aware of any
{itigation peonding ‘or threatened against the Comrnission guestioning the political oxistence of the
Commission or contesting the Commission’s ability to impose and collect the Sales Tax.

TAX MATTERS
Federal Tax Exemption

Inthe opinion of Norton Rose Fulbright US LLP, Los Angeles, Californua, Bond Counsel to the
Commission, ynder existing statates, regulations, rulings and judicial decisions, and assuming compliance
by the Commission with certain covenants o the Subordinate Indenture, the Tax Certificate and other
documents pertaining to the 2021 Short-Term Notes and requirements of the Internal Revenue Code of
1986 (the "Code”) regarding the use, expenditure and investment of proceeds of the 2021 Short-Term
Motes and the timely payment of certain investment earnings o the United States, interest on the 2021
Short-Term Notes is not included in the gross income of the owners of the 2021 Short-Term Notes for
federal income tax purposes. Failure to comply with such covenants and requirements may cause interest
on ‘the 2021 Short-Term Notes to be intluded v gross lncome retrdactive 1o the date of issuance of the
2021 Short-Term Notes.

o the further opinion of Bond Counsel, interest on the 2021 Short Term Notes is not treated 55 an
item of tax preference for purposes of the federal alternative minimum tax.

Ownership of, or the receipt of interest on, tax-exempt obligations may vesult in collateral federal
ncome tax. gonssguences 1o ceriain twxpavers, including, without Hmitalion, “financial instituiions,
property and casualty insurance companies, certain foreign corporations doing business in the United
States, certain 8 corporations with ¢xcess passive income, individual recipients of Social Security or
Railroad Retirewent benefits, taxpayers that may be deemed to have wcurred or continued indebtedness
to purchase or carry tax-exempt cbligations and taxpayers who may be eligible for the earned income tax
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credit. Bond Counsel expresses no opinion with respect to any collateral fax cossequences and,
accordingly, prospective purchasers of the 2021 Short-Term Notes should consult their tax advisors as to
the applicability of any eollateral tax consequences.

Certain veguirements and procedures contained or reforred fo in the Subordinate Indenture, the
Tax Certificate or other documents pertaining to the 2021 Short-Term Notes may be changed, and certain
actions may be taken or not taken, under the circumstances and subject to the terms and conditions set
torth in such documents, upon the advice or with the approving opinion of ¢ounsel nationally recognized
inthe area of fax-exempt obligations. Bond Counsel expresses no opinien as to the effect of any change
to any document pertaining to the 2021 Short-Term Notes or of any action taken or not taken where suct
change is made or action is taken or not taken without the approval of MNorton Rose Fulbright US LLP or
in reliance upon the advice of counsel other than Norion Rose Fulbright US LLP with respect o the
exclusion from gross income of the interest on the 2021 Short-Term Notes for federal income tax
purposes.

Bond Counsel’s opinion is not a guarantee of result, but represents its legal judgment based upon
its review of existing statutes, regulations, published rulings and judicial decisions and the representations
and covenants of the Commission described above. Mo ruling has been sought from the Internal Revenue
Service (the “IRS™) with respect to the matters addressed in the opinion of Bond Counsel, and Bend
Counsel’s opiaion is'not binding on the RS, The IRS has an ongoing program of exanuning the tays
exempt status of the interest on municipal obligations. I an exanvnation of the 2021 Short-Term Notes is
commenced, under current procedures the IRS 1s likely 1o treat the Commission as the “taxpayer,” and the
owners of the 2021 Short-Term Notes would have no right to participate in the examination process. In
responding to or defending an examination of the tax-exempt status of the interest on the 2021 Short-
Term Notes, the Commission may have different or conflicting interests from the owners. Additionally,
public awareness of any future examination of the 2021 Short<Terms Notes could adversely affect the
value and Hauidity of the 2021 Short-Term Notes during the pendency of the examination, regardless of
its ultimate outcome.

Tax Accounting Treatment of Bond Preminm and Original Issoe Discount

Bound Premium,. To the exient a purchascr acquires a 2021 Short-Term Note al a price in excess
of the amount payable at its maturity, such excess will constitute “bond premium” undes the Code. The
Code and applicable Treasury Repulations provide geperally that bond premium on a tax-exempt
obligation is amortized over the remaining tenm of the obiigation {or a shorter period in the case of certain
callable obligations) based on the obligation's vield to maturity (or shotter period in the case of certain
callable oblipations). The amount of premium so amortized reduces the owner’s basis in such obligation

purposes. 'This reduction in basis will incrcase the amount of any gain (or decrease the amount of any
loss) to be recognized for federal income tax purposes upon a sale or other taxable disposttion of the
obligation. Bond Counsel ig not opining on the accounting for bond premivm or the consequence 1o 4
2021 Shert-Term Note purchaser of purchasing a 2021 Shori-Term Note with bond premivm.  Persons
gonsidering the purchase of 2021 Short-Term Notes with bond premium should consult with their own tax
advisors with respect to the determination of bond premivm on such 2021 Short-Term Notes for federal
income tax purposes and with respect to the state and local tax conseguences of owning and disposing of
such 2021 Bhort-Term Notes,

Original Issue Discount. The excess, if any, of the stated redemption price at maturity of 2021
Short-Term Notes of 2 particular maturity over the initial offering price o the public of the 2021 Short-
Term Notes of that maturity at which a substaptial amount of the 2021 Short-Term Notes of that maturity

isgold 1o the public is“original issue discount™ Original fssue discount averuing on a 2021 Short-Term



Note is treated as interest excluded from the gross income of the owner thereof for federal income iax
purposes under the same conditions and limitations as are applicable to interest pavable on such 2021
Short-Term Note. Uriginal issue discount on a 2021 Short-Term Note or a particular maturity purchased
pursuant to the initial public offering at the initial public offering price at which a substantial amount of
the 2021 Short-Term Notes of that maturity 15 sold to the public accrues on a semiannual basis over the
term of the 2021 Short-Term Note on the basis of a constant vield; and within each semiannual period
accriies on a ratable daily basis. The amount of original issue discount on a 2021 Short-Term Noie
accruing during each period is added to the adjusted basis of such 2021 Short-Term Note, which will
affect the amount of taxable gain upon disposition (including sale, redemption or payment on maturity) of
such 2021 Short Term Note. The Code includes certain provisions relating to the acerunl of original issue
discount in the case of pruchasers that purchase 2021 Short-Term Notes other than at the initial offeriog
price.

Beond Counsel is not opining on the accounting for or consequence to a 2021 Short-Term Note
purchaser of boud premium ororiginal issue discount, Accordingly, persons considering the purchase of
2021 Shost-Term Notes with bond premium or origival issue discount should consult with their owa tax
advisors with respect to the determination of bond premium or original issue discount on such 2021
Short-Term Notes for federal income tax purposes and with respect to the siate and local tax
consequences of owning and disposing of such 2021 Short-Term Notes.

Information Reporting and Backup Withholding

Interest paid on the 2021 Short-Term Notes will be subject to information reporting in 4 manner
similar to interest paid on taxable obligations. Although such reporting requirement does vot, in and of
itself, affect the excludability of such interest from gross income for federal Income tax purposes, such
reporting requirement causes the payment of interest on the 2021 Short-Term Notes to be subject to
backup withbolding if such intescst is paid o beneficial owners who (&) are not “exempt recipients,” and
(b} cither fail to provide certain identifying information (such as the beneficial ewner’s taxpaver
identification number) i the required manner or have been identified by the IRS as having failed to report
all interest and dividends required to be shown on their incomie tax returns, Generally, individuals are not
exempt recipients, whereas corporations-and certain other entitics are ¢xempt reecipients.  Amounts
withheld onder the backup withholding rules from a payment to a beneficial owner are allowed as a
refund or credit against such beneficial owner’s federal mcome tax liability so long as the required
information {s furnished to the IRS,

State Tax Exemption

In the further opinion of Bend Counsel, intersst on the 2021 Short-Term Notes is exempt from
personal income taxes imposed by the State of California.

Future Developments

Existing law may change to reduce or eliminate the benefit to owners of the 2021 Short-Term
Notes of the exclusion ot the mterest on the 2021 ‘Bhort-Term Notes from gross income for federal
income tax purposes or of the exemption of interest on the 2021 Short-Term Notes from State of
Califorpia personal income taxation. - Any proposed legislation or administrative action, whether or not
taken, could also affect the value and marketability of the 2021 Short-Term Notes, Prospective purchasers
of the 2021 Short-Term Notes should consult with their own tax advisors with respect to any proposed or
futare change 1 fax aw,
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A copy of the propased form of opision of Bond Counsel relating to the 2021 Short-Term Notes
is included in APPENDIX ¥ hereto.

LEGAL MATTERS

The validity of the 2021 Short-Term Notes and certain other legal maliers are subject to the
approving opinion of Norton Rose Fulbright US LLP, Bond Counsel to the Commission. A complete
copy of the proposed form of opinion of Bond Counsel s attached as Appendix F hereto. Bond Counsst
undertakes no respensibility for the accuracy, conpleteness or faimess of this Official Slatement. Certain
legal matters will be passed upon for the Commission by its General Counsel and by Norton Rose
Fulbright US LLP, as Disclosure Counsel, and for the Underwriters by their counsel, Nixon Peabody
LLP. Compensation paid to Bond Counsel, Disclosure Counsel and Underwriters” Counsel is contingent
on the successful issuance of the 2021 Short-Term Notes: :

CONTINUING DISCLOSURE

The Commission has agreed to execute a continuing disclosure -agreement (the “Continuing
Disclosure Agreement’™), which provides for disclosure obligations on the part of the Commission while
the 2021 Shori-Term Notes remain Outstanding. Under the Continuing Disclosure Agreement, the
Commission will covenant {or the benefit of owners of the 2021 Short-Term Notes to provide certain
financial information and operating data relating to the Commission by not later than two hundred and ten
(210) days after the end of the prior fiscal vear, comimencing with the fiscal vear ending June 30, 2018
{the “Annual Reports™), and io provide notices of the occurrence of cerfain enumerated events (the
“Motice Bvents™) in g timely manner. The Amnual Reports and the Notice Events will be filed with the
Municipal Securities Rulenaking Board’s Electronic Municipal Market Access system, These covenants
will be made 1o assist the Underwriters of the 2021 Short-Term Notes in complying with the Rule 15¢2-
12, a5 amended (the “Rule”) adopted by the US. Securities and Exchange Commission under the
Secuntics Bxchange Act of 1934, a8 amended, See APPENDIX D -~ “FORM OF CONTINUING
DISCLOSURE AGREEMENT”

RATINGS

S&P Global Ratings and Fitch Ratings have assigned ratings on the 2021 Short-Term Notes of
“8P-14+7 and “AA/FI+ respectively. The ratings described above veflect only the views of such
organizations and any desired explanation of the significance of such ratings should be obtained from the
rating agency fumishing the same, at the following addresses: S&P Global Ratings, 55 Water Street,
New York, New York 10041 and Fitch Ratings, 33 Whitehall Sireet, New York, New York 10004, Such
ratings are not reconynendations to buy, sell or hold securities. Generally, a rating agency bases its rating
on the information and materials furnished (o it and on investigations, studies and assumptions of jts own.
There is no assurance such ratings will continue for any given period of time or that such ratings will not
be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating
agencies, circumstances so warrant. Any such downward revision or withdrawal of any of such ratings
may have an adverse offect on the market price of the 2021 Short-Term Notes.
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INDERWRITING
Purchase of the 2021 Shovt-T erm Notes

The Coromission has entered into a Note Purchase Agreement (the “Purchase Agreement”™) with
respect to the 2021 Short-Term Notes with Citigroup Global Markets Inc., on behalf of itself and as
representative of the underwriters named therein and set forth on the cover page hereof (collectively, the
“Underwsiters™), pursuant to which the Underwriters will agree, subject to certain conditions, to purchase
the 2021 Short-Tern Notes for reoffering at a price of $572,996,590.65, which represents the aggregate
pringipal amonmtoof the 2021 Short-Term Notes of $537 480,000.00, plus an onginal issus premium of
$36,149,660.80, less an Underwriters” discount of $633,078.15;

Citigroup Global Marlcets Inc, is a dealer for the Subeordinate Commercial Paper Notes aod is an
Underwriter of the 2021 Short-Term Notes, Goldman Sachs Mitswn Marine Dierivative Produets, L.P. s a
swap counterparty for one of the Initial Swaps,

The Purchase Agreement provides that the Underwriters will purchase all of the 2021 Short-Term
Notes if any are purchased. The 2021 Short-Termn Notes may be offered and sold by the Underwriters to
certain dealers and others at yields higher than the public offering vields indicated on the inside cover
hereof, and such public offenng viclds may by changed from time to tune by the Underwriters. The
Underwriters agree to make a public offering of the 2021 Short-Term Notes. The Underweiters may over-
allot ot effect transactions which stabilize or maintain the market price of the 2021 Short-Term Notes at
levels above that which might otherwise prevail in the openmarket. Such stabilizing, if commenced, may
be discontinued at auy time,

The following two paragraphs have been provided by and are being included in this Official

Statement at the request of the Underwriters. The Commission does not assume any vesponsibility for the
quenrgey orcompleteness of such staiements or information,

The Underwriters and their respective affiliates are full service financial institutions engaged in
various activities, which may include securities trading, commercial and investment banking, advisory,
mvestment management, principal investment, hedging, financing and brokerage activitdes. Certain of the
Underwriters and their respective affiliates have, from time to time, performed, and may in the future
perform, various investment banking services for the Commission, for which they received orwill receive
customary fees and expenses.

In the ordinary course of their various business activities, the Underwriters and their respective
affilistes muy make or hold a broad array of investments and actively trade debtand equity securities (or
related derivative securities) and financial instruments (which may include bank loans and/or credit
default swaps) for thelr own account and tor the accounts of thelr Customers and ma¥ at any time hold
long and short positions in such securities and instruments. Such investment and securities activitics roay
imvolve securities and instruments of the Commission. Certain of the Underwriters or their respective
affiliates may also communicate independent inveatment recommendations, market color or trading ideas
and/or publish or express independent research views inrespect of such securities or instruments and may
at any time hold, or recommend to chients that they should acquire, long and/or short positions in such
securities and instnuments.



Retall Brokerage Arrangements

The Jollowing paragraph has been provided by and are being included in this Official Statemeni
al the request of Citigroup Global Markeis Inc. The Commission does not assume any responsibility for
the accuracy or completeness of such statements or information.

Citigroup Global Markets Inc., an underwriter of the 2021 Short-Term Notes, has entered into a
retail distribution agreement with Fidelity Capital Markets, a division of National Financial Services LLC
(together with its affiliates, “Fidelity™) Under this distabution agreement, Citigroup Global Markets Inc.
may distribute municipal securities to vetail investors at the original issue price through Fidelity, As part
of this arrangement, Citigroup Global Markets Toc. will compensate Fidelity for its seliing efforis,

MUNICIPAL ADVISOR

The Commission has retained PEM Financial Advisors LLC, San Francisco, California, as
municipal advisor (the “Municipal Advisor™) in connection with the 2021 Short-Term Notes. The
Municipal Advisor is-an independent registered municipal advisor. The Municipal Advisor has not
undertaken to make an independent verification or fo asswme responsibility for the scourscy,
sompleteness, or faimess of the information contained in this Official Statement.

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANTS

Financial information relating to the Commission 18 included in the Commission’s Audited
Financial Statements for the Fiscal Year Ended June 30, 2020, which are included as part of Appendiy B
to this Official Statement. The financisl statements of the Commission included in Appendix B have been
audited by Crowe LLP, Certified Public Accountants {the “Auditors”), as stated in their repott appearing
in Appendix B, The Auditors were not requtested to consent to the inclusion of their report in Appendix B,
nor have they undertaken to update their report or to take any action intended or likely to clicit
information concerning the aceuracy, completeness or fairness of the statemenis. made in this Offictal
Stateraent, and no opinion is expressed by the Auditors with respect to any event subseguent to the date of
their repart.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

The Verificalion Agent, Robert Thomas CPA, LLC, will deliver to the Commission, on ot before
the date of delivery of the 2021 Short-Term Motes, its verification report indicating that the Verification
Agent has verified, in sccordance ‘with attestation standards established by the American Institute of
Cerfified Public Accountants, the mathematical accuracy of compuiations prepared on behalf of the
Commission relating to the sufficiency of the Escrow Deposit and expected investment sarnings thereon
with respect to the Escrow Fund and relating to the yigld on the 2021 Short-Term Notes for federal
inoome (8% pUIPLSEs,

MISCELLANEOUS

his. Official Statement is not o be consirued 4s .a conbact or agreement between the
Commission and holders of any of the 2021 Shori-Term Notes. All quotations from and summaries and
explanations of the Subordinate Indenture, the Act and of other statutes and documents contained herein,
do not purport to be complete, and refercace is made to said documents and statutes for Rull and complete
statements of their provisions.



Any statements in this Official Statement involving matters of opinion are intended 4s such and
ot as represeatations of fact,
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APPENDIX A
INFORMATION REGARDING THE COUNTY OF BAN DIEGO

Set forth below is certain Information with vespect to the County of San Diego (the "County”).
Such mformation was oblained from the County and from sources the Commission believes o be reliable
as-of the latest date when such information was available In particular, certain informarion provided in
this Appendix A predates the COVID-I9 pandemic. The Commission takes no vesponsibility for the
aecuracy orcompletenessof such iyormation,

ECONOMIC AND DEMOGRAPHIC INFORMATION
General

The County is the southernmost major metropolilan arca in the State of California {the “State”)
The County covers 4,261 sguare miles, extending 70 miles along the Pacific Coast from the Mexican

border to Orange County and inland 75 miles to Imperial County. Riverside and Orange Counties form
the northern boundary. The County {s approximately the size of the State of Connecticut,

The topography of the County varies from broad coastal plains and fertile inland walleys to
mountain ranges it the east which rise 1o an elovation of 6,500 fect. Eastern slopes of these mountaing
form the rim of the Anza-Borrego Desert and the Troperial Valley. The Cleveland National Forest
occupies much of the interior portion of the County. The average annual rainfall in the coastal areas is
approximately 10 inches.

The County posscsses a diverse economic base consisting of high technology, manufachuring,
touriswy agricalture, government and the largest vniformed military presence in the nation:

PETCO Park, located inthe City of San Diego {the “City™), provides a 42,000 fixed seat basehail
stadium for the Ban Diego Padres. PETCO Park is located in a 26-block neighborhood that contains
existing and proposed hotels, office space, retail and housing units within waltking distance from the San
Diego Convention Center and the Gaslamp Quarter. The baseball stadium also is within walking distance
of a San Diego Trolley station and nearby parking facilities.

The County 1s also growing as a mwajor center for culture and education. Over 30 recognized art
organtzations, includiog the Old Globe Theatre productions, the La Jolla Chamber Orchestra, as well as
museums and art galleries, are located in the County. Higher education is provided through community
colleges and colleges, universities, and graduate level schools, referenced below under “Education.”

In addition to the City, other principal cities in the County include Carlsbad, Chula Vista,
Qceanside, Bl Cajon, Escondido, San Marcos, and Vista, Most-County residents live within 20 miles of
the coast. Farther inland are agricultural areas, principally planted tn avocados and tomatoes, while the
easternmost portion of the County has a dry, desert-like topography.
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Population

There are 18 incorporated cities in the County, and a number of unincorporated communitics. In

the 1990s, the population of the County grew at a greater rate than that of either the State or the nation.
The County population as of January 1, 2020 was estimated to be 3,343,355, making it the second largest

County by population in California,

The following fable shows changes in the population in the County, the State and the United
States for the years 2010 to 2020,

POPULATION
COUNTY OF SAN DIEGO AND STATE OF CALIFORNIAY
San Diego Annual Growth State of Annual Growth

Yeur County Raw Calitomis Bate
2010 3,095,313 0.89% 37,2583 986 0.70%
2041 3,125,654 0.98 37,561,624 0.83
2012 3,161,808 116 37,924,661 0.97
2013 3,199,900 1.20 38,209.804 0.91
2014 3,232,762 103 38,556,731 075
2018 3,265,038 106 38.870,150 0.81
2016 3,285,150 062 39,131,307 g.67
2017 3,306,889 0.66 39,398,702 0.68
2018 3326318 0,59 39,586 646 (.48
2019 3,340,312 042 39,695,376 0.27
2026 3,343,355 foe 39,782,870 022

0 As of Janiiary | of each calendar veur.

Souree Stateof Calitornia Departiment of Finance, Demograpbic Research Unit,
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Employment

The following table sets fouth information regarding the size of the civilian labor force,
employment and unemployment rates for the County, the Siate and the United States for the years 2015
through 2019,

According to the Commissions cconomic staff, the COVID-19 related recession vesulted in-a
sharp increase in unemployment that is estimated to have peaked at 15.2% in cady May 2020 and is
currently hovering around 8%. Job losses have been concentrated in high contact sectors such as fourism,
retail and education, which are estimuted to avcount for 80% of the job losses in the region. Traditional
sectors like professional services, construction and finance have fared much better than in past recessions,
while military has proven an essential bufter to the unemployment numbers in the County.

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOVYMENT
ANNUAL AVERAGES 2015-20199
By Place of Residence (In Thousands)

2015 2018 2e17 s 2019

County of San Dicgo

Labor Force 1,550 1,364 1,374 159 1.591

Employment 1465 1,499 1.511 1,539 1,537

Unesmployment Rate 5.2% 4.7% 4.0% 3.3% A%
State of California

Eabor Force 18,851 19,044 19,205 19,398 19,428

Emplovment 17,681 18,002 18,288 18,582 18,621

Unemployment Rate 6.2% 548% 4 8% 42% 4.2%
United States of America

Labor Pores 157,130 159,187 160,370 162,075 162,539

Emplovmens 148 842 151438 153337 155761 157,558

Unemploviment Rate 5.3% 4.9% 4.4% 3.9% 3.7%

{1 Data not seasonally adiusted. Unemployment rate is based on unrounded data,
Sources: County and State Data-— Calitornia BEmployment Development Depariment; National Data- U8, Department of Labor,
Burenu of Labor Statistios



The following fable sets forth the average annual civilian emplovment within the County by
employment sector, other than farm industries, for 2016 through 2020

SANDIECGO COUNTY
NON-AGRICULTURAL LABOR FORCE AND INDUSTRY EMPLOYMENT
ANNUAL AVERAGES
Calendar Years 2016-2020
{in Number of Jobs by Industryin Thousands)

Estimate
Emplovment Sector 2016 7 2018 201y 028
Mining and Logging 0.3 0.1 0.3 6.4 04
Constructon 3 795 842 364 82.8
Manufacturing 1084 1094 127 116.0 {88
Trade, Transportation and Utilities 2205 2247 2253 2237 2064
Information 237 240 24.0 246 198
Financial Activiiies 3.0 746 755 T3 74.0
Professional and Business Services 2345 238 .8 248 8 259.5 2592
Edueational and Health Services 1987 204 .3 2185 2157 2027
Letsure and Hospitality 196 4 1956 1999 2081 148 0
Other Serviges 544 550 554 56.7 447
Government o 2422 2463 2476 2357 224.3
Total® 14228 1.452.5 14846 15671 1,371,

Soures: 8tateof Califopiia Employviment Development Department, 2019 Benchmark

1) Reflects independent rounding,

Principal Employers

The County is host to-a diverse mix of major employers representing industries ranging from
sducation and health services, to diversified manufacturing, military, financial services, retail trade and
amusement and recreation. The following table lists the County’s principal employers.

COUNTY OF SAN DIEGO
PRINCIPAL EMPLOVERS

1

2

o)

4

5,

6. Scripps Health
7

8

g

0

Employer Diescription Employees.

US Maval Base, Saningpe Maval Base 48.500
State of California Government 45 200
University of California, San Diego University 35,802
Sharp HealthCare Healtheare 18,770
County of San Dicgo Government 18,025

Healthcare 15,334
San Diego Unilied School District Bducation 13,559
Oualsomm, tag, Technology 13,000
City of San Diego Government 11,820
Kaiser Permanente Healtheare 9630

Source: County of San Diege Comprehengive Annual Financial Report for the Figeal Year Ended June 30, 2020,
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Regionai Economy

Economic activity and population growth in the local ceonomy are closely related. Helping to
sustain the County’s economy is the performance of many industries, including Biotechnology, Wireless
Communications, Defensge Manumcmrmgj and Uniformed Personnel, and Leisure-and %ﬂimmmim The
table below sets forth the County’s Gross Domestic Product, thg,h is an estimate of the value for all
goods and services produced in the region, from 2015 through 2019,

SAN DIEGO COUNTY
GROSS DOMESTIC PRODUCT

2015-2019
Gross Domestic
Product Annual Percent {hange
‘‘‘‘‘‘‘‘ Year (In Billions) (vear over year)

2018 $2061.2 3.8%
2016 2047 1.7
2017 21k
2018 24758 3.4
2019 2223 2.2

Sources; LS. Buraau of chﬁmmu, Avnalyms, retrieved from FRED, Federal Reserve Bank of 8t. Louis.

The table below sets forth the secured assessed valuation of property within the County subject to
taxation for Fiscal Years 201 [-12 through 2020-21.

ASSESSED VALUATION OF PRUPERTY
SUBJECTTO AD VALOREM TAXNATION
Fiscal Years 2011-12 through 2020-21

{in Thousands)

Gross Net Assessed

Fiseal Personal Assessed Valuation for

o Yewr Land Tmprovements Praperty Valnation Exempiion!! Tax Purposes?
2011-12 $£174 558,247 $216,383.122 $14483407 405.874.788  B12.557490 362,587,996
261213 173 46,948 217,588 947 14691957 406,123,852 12165008 202938 844
201314 178543 404 224,701,971 15,195,049 419.840.424 13,856,802 403,983.622
2014.18 192 003 348 236,234 189 15,347,042 441 584 780 14,34'&- 037 429,240,743
21518 203701 281 249 798 568 15,491,395 468,491 236 15175906 453318510
201017 215,835,833 261,394 164 16,324,650 403 754 447 16,103 351 477,651,096
201718 230572975 276,262,039 16,807,985 523,642,099 168168156 806,826,183
2018-19 246,455 471 251,085,650 17,764,620 555305, 741 18416932 545 888,809
2018-28 261 684 752 306,048,456 18474708 586,787,418 19,585 977 567,195439
2020218 276732392 322,427,708 18938818 618,008 813 19,843 441 598235472

Source: Cmmt}, of San Dhego, Anditorand Controller.

£ty

@

Exemption figures inchide veterans, church; welfare, celigions, collepe and comelory exemptions.
et Assessed Vahustion for Tax Porposes figures inchede local secured, unsesured manufactured home and possessory

tolerest, stato unitary snd redevelopment valuation, if any.
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Bullding Activity

Annual total bullding permit valuation and the annual unit total of new residential permits from
2015 through 2019 are shown in the following table.

Valuation (% in Millions )

Residential
Non-Residertial
Totallh

Hew Housing Unita:
Binole Family
Multinle Family
Totail!

COUNTY OF BAN DIEGO
BUILDING PERMIT ACTIVITY

..

$2,447
1,863
54,310

3,136
10,005

2015 2019
..

$2.472
L7820

$4,255

2,420
10,100

L

$2.633
wta L
$5.004

3,960
10,016

52,685

1438
6190

2608

Seurce: Construetion Industry Ressarch Board and Catifornia Homebuilding Foundativn:
B Totals may net sumpdus to touniing.

Comnmercial Activity

20

..

$2,084
2,360
$4.444

The following table sets forth information regavding taxable sales in the Coundy for the vesrs

Other Retail Group
Total Retail and Food Services
Al Other Outlets
Totals All Outlets

z,m 4,102

2015 through 2019, Annual figures for 2020 are not yet available,
COUNTY OF BN DIEGO
TAXARLE BALES
2015 through 2019
{in Thousands)
Bvpe of Business 815 2816 17 018 ol
Retail and Food Services:

Motor Vehicle and Parts Dealers & 72940831 8 7850037 & 7070035 of Te3ash o 761,109
Home Furnishings and Appliance Stores 2431315 2,555 BYO 2480470 2406578 2,375,525
Building Materials and Garden Eguipnient and Supplics 2631078 2744044 2924440 3.037 408 3064 896
Eood and Beverage Stores E,SC ) 7,3% \‘M 2,395 2,505 B3R 2547020
Gasoline Stations 3.0 4,3&‘5 ’3“5 4,185,909
Clothing and Clothing Access "e 3.585.458
General Mevohandise Stmcs 3,218,042
Food Services and Drinkiog Places 8,362 lé{!

Sevrcer Uslitoria Department of Tax snd Poe Adiministiation

A6

fi 8"‘59 "‘34
S_v & Sd031E s
16.831,5¢ 17179,645 1712
855921010 857,551,380

$42 818, 9358
18,548 %j’b_»_’




Personsl Income

The following table summarizes the median houschold tmcome for the County, the State, and the
United States between 2015 and 2015, Anaual Hegures for 2020 are not yet-available,

MEDIAN HOUSEHOLD INCOME™
2085 throngh 2009

Yer ~ _SdeDiegetonnly - - Calloimia Lnited Soates
2015 §67,053 $63,636 $56,516
2016 70,693 66,637 59,039
2017 76,048 70,038 61,136
2018 78,77 70,489 63,179
2019 83,576 78,105 68,703

3

Source: U8 Cepsus Bureag —vetrieved from FRED Federal Reserve Bank of 8 Londs,
) Betiviared as of December 2024 in inflation-adjusted dollars.

Transportstion

Surface, sea and air transportation facilities serve Comnty residents and businesses. Interstate §
paraliels the coast from Mexico 1o the Los Angeles area and beyond. Inferstate 15 runs inland, leading to
Riverside and San Bernarding Counties, Las Vegas, and Salt Lake City. Interstate 8 russ eastward
through the southern United States,

The San Disgo International Aurport (Lindbergh Field) is located approximately three miles
northwest of the downtown area and sits on 614 acres. The facilities arc owned and maintained by the San
Diego County Regional Alrport Authority and are leased to commercial airlines and other tenants. The
girport is California’s third most active commisrcial airport, served by 18 puassenger carriers and six cargo
carriers. v addition to San Diego International Airport, there are two naval air stations and seven general
aviation airports located in the County.

Public transportation in the County is provided by two wansit opsrators, the Ssn Diego
Metropolitan Transit System (“MTS") and North County Transit District ("NCTD"). MTS operaies the
light rail system that provides transporiation for cormmuters and tourists from Downtown San Diego to
San Ysidro (adjacent to Tijuana), and from Downtown San Diego to the southern part of the County and
East County and includes the newest connection at San Diege State University. MTS also provides fined
roule and paratransit services, NCTD operates the 43-mile Coaster Commuter rail ine from Oceanside to
downtown San Dicgo as well as the Sprinter light rail that runs from Oceanside to Escondido. Like MTS,
NOTD also provides fixed route and paratrapsit bus services.

San Diege is the terminus of the Santa Fe Railway’s main line from Los Angeles, Amtrak
passenger service is available at San Diego, with stops at Solana Beach and Oceanside in the Notth
County. San Diego rail corridor is part of the Los Angeles-San Luis Obispo-San Diego Corridor which is
the segond bustest rall corridor in the natipn. Ban Diego’s hatbor is one of the world’s largest natural
harbors. The Port of San Diego is administered by the San Diego Unified Port District, which tncludes
the cities of San Dicgo, National City, Chula Vista, Imperial Beach, and Coronado.

Sar Diego’s harbor is one of the world’s largest natwral harbors. The Port of San Diego &5
administered by the San Disgo Port Diswrict, which included the Cities of San Diego, National City, Chula
Vista, lmiperial Beach, and Coronado,

;}:;r
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‘isitoy and Convention Activity

An excellent climate, proximity to Mexico, extensive maritime facilitics, and such atiractions as
the San Diego Zoo and Wild Animal Park, Sea World, Cabrille National Monument, and Palomar
Observatory allow San Diego to alizact visitor and convention busivess each year. The development of
the 4 600-acre Mission Bay Park at San Diego and the construction of meeting and convention facilities at
the San Diego community coticourse have contributed to the growth in tourism. The visitor business is
expecied 1o continue (o increase steadily.

The wvisitor “industry 15 the City's third largest in terms of income generation, behind
manufacturing and the military. The following table depicts total visitor spending in San Depo County
for the past ten years,

SAN DIEGO COUNTY
Total Visitor Spending

2010~ 2019

{in Biltions)
Year Amount
2010 $7.08
2011 7.49
2012 7.98
2013 8.30
2014 921
2015 9.92
2016 1040
2017 1082
2018 11,49
2019 11.64

Source: San Diego Touisrn Anthority.

Major atiractions located in the County include the world-renowned San Diego Zoo, the San
Diego Wild Animal Park, Legoland, California and Sea World, The San Diego Padres play home games
8t PETCO Park, located on 18 aoves, with a capacity of 42,000, Other attractions include the Cabrille
National Monument on Point Loma, Balbop Park, howe tothe Zoo and a host of other cultural vand
recreational activities, downtown’s historic Gaslamp Quarter, and the Old Town State Park. The cruise
ship industry is another important sector of the local visttor industry.

There are over 90 golf courses n the County, including the La Costa Golf Course, scene of the
Tournament of Champions in 2006 and the championship Torrey Pines Golf Course, whers the U.S. Open
was held in 2008. Torrey Pines is also slated to host the ULS. Open Tor the gecond time in 2021,

The County bencfits from its proximity to Mexico, with its sporting attractions such as Jai Alai,
thoroughbred racing and ocean fishing, as well as the shopping and entertainment venues of Tinana.
Tijuana may be reached from downtown San Diego by the Red Trolley, and within a short drive from the
center of the City, visitors may take in the many beaches, mountains and desert aveas within the County.

Contributing to the growth in total visitor spending has been an increase in convention activity, as
displaved in the table below. The convention center has hosted the anpual Comic-Con Iuternational
Convention, the 1996 Republican Wational Convention and the 2007 California Democratic Party
Convention,
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SAN DIEGO CONVENTION CENTER

2010 - 2819
Calendar Estimated Number of Total Delegate
Year Spending Conventions Attendance
2010 $567,413,270 64 543,931
2011 578,931,514 74 566,658
2612 621,304,799 67 561,528
2015 559947727 75 524,448
2014 593,105421 76 527,621
2015 620,092228 71 553,283
2016 721,047,316 67 697,518
2017 650,818,239 Gl 545366
2018 733,357,461 68 610,848
2019 696,800,000 71 621,820

Noter  Table includes only primary events held at the San Diego Convention Center, it does not include other sources of
convention gotivity in the San Dego region.
Source:  San Diego Tourism Awthority,

The fourism sector has been one of the hardest hit by the COVID-19 related recession as a result
of the high-contact business closures like restawrants and bars, the sharp declines in international and
busingss travel, and the closure of many local tourist attractions. The recovery is expected to take a
nutber of years,

Education

Forty-two independent school districts provide educational programs for the clementary and
secondary public school children in the County. Bach school system is governed by a locally elected
board of education and administered by 2 superintendent or other chicf administrative officer appomnted
by the board. In the County there are three types of school districts: elementary, union high and unified.
Elementary districts educate clementary students, union high districts for the most part educate sscondary
students, and unified districts educate both clementary and secondary students, There are currently 12
unified, 24 elementary and 6 union high school districts in the County.

Additionally, there are five community college districts in the County that arc locally operated
and administered bwosyear mstitutions of bigher education. They offer Associates in Arts and Associates
in Science degrees and have extensive vocational curricula. These community college districts have
students at numerous campuses, adult and community centers.

Among the institutions of higher education offering bachelors and praduate programs in
metropolitan San Diego are: San Diego State University; the University of California, San Diepo;
National University; the University of San Diego; Point Loma Nazarene University; California State
University — 8an Marcos; Alliant International University; the University of Phoenix; Thomas Jefferson
Scheol of Law, and Califoraia Western School of Law.

Military

Military and related defense spending are significant factors in the County economy. Military
installations include Marine Corps Base Camp Joseph H. Pendleton; the Marine Corps Recruit Depol;
Marine Corps Air Station at Muamar, Naval Air Station North fsland; Naval Statien San Diego; and

Naval Submarine Base, San Diego.



Military and related defense spending are significant factors in the County’s economy. The San
Diego Military Economic Impact Study released by the San Diego Military Advisory Council in 2020
estimated that defenseerelated activities and spending direetly generated au estiviated 533.6 billion of
gross regional product for the County in Fiscal Year 2019-20 with a total GRY impact of $52.4 billion and
reported that the military sector was respousible for approximately 340,000 of the region’s fotal jobs in
Fiscal Year2019-20. The level of economic activity generated by this factoris expected to be affected by
various Tederal consolidation and budget activities.

Research and Dievelopment

Rescarchvand development activity plavs an amportant role in the area’s g¢onomy. Construction
of a major campus of the University of California at San Diego (“UCSDY) in 1964 gave significant
impetus to this development.

The County is a leading health sciences and biomedical center. Approximately 35,000 persons are
engaged in life sciences-related aotivities in the metropolitan area, with over 28,000 employed directly in
health services, fo sddition to UCSD, other established research inshitutions in the La Jolla area of the
City mclude the Salk Institute for Biological Studies, the Scripps Clinic and Rescarch Foundation, and the
Scripps Institution of Oceanography.



APPENDIX B

BAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION
AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
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