
Ratings: Moody's: P-l 
S&P: A-l-t-(Expected) 
(See "Ratings" herein) 

In the opinion of Orrick, Herrington & Sutdiffe LLP, Bond Counsel to the Commission, based upon an analysis of existing iaws, regulations, 
rulings and court decisions, and assuining, among other matiers, the accuracy of certain representations and compliance with certain covenants, interest 
on the Notes, when issued in accordance with the Amended and Restated Subordinate Indenture, the Tax Certiflcate and the Amended and Restated 
Issuing and Paying Agent Agreeinent, is excluded fi-om gross income for federai income taxpurposes under Section 103 ofthe Internal Revenue Code of 
1986 and is exempt from State of California personal incoine taxes. Tlie amount treated as inierest on the Notes and excluded from gross income may 
depend upon the taxpayer's election under Internal Revenue Sen'ice Notice 94-84. In the fiirther opinion of Bond Counsel, interest on the Notes is not a 
speciflc preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel obseiyes that such inierest 
is included in adjusted current earnings when calculating corporale alternative miniinuin taxable income. Bond Counsel expresses no opinion regarding 
any other tax consequences related to the ownership or disposition of or the accriiai or receipt of interest on, the Notes. See "TAX MATTERS." 

$100,000,000 
SAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION 
SUBORDINATE SALES TAX REVENUE COMMERCIAL PAPER NOTES 

(LIMITED TAX BONDS) 
SERIES B 

This cover page contains certain information for quick reference only. It is not a sununary of the Notes. Investors must read the 
entire Offering Memorandum to obtain information essential to the maldng of an informed investment decision. Tliis Offering Memorandum 
supersedes the Offering Memorandum relating to tlie Notes dated Noveniber 4,2005. 

The San Diego County Regional Tiansportation Commission Subordinate Sales Tax Revenue Commercial Paper Notes (Limited Tax Bonds), 
Series B (the "Notes" or the "Series B Notes") are deliverable in fully registered form and, when issued, will be registered in the name of Cede & Co., as 
nominee of The Depository Trust Company, New York, New York ("DTC"). hidividual purchases of the Notes will be made in principal amounts of 
$ 100,000 and in integral multiples of $ 1,000 in excess thereof and will be in book-entry form only. Purchasers of the Notes will not receive instruments 
representing their beneficial ownership in the Notes purchased but will receive a credit balance on the books of their respective DTC Participants or DTC 
Indirect Participants. See Appendix C—"Book-Entry Only System" herein. 

The Notes are limited obligations of the San Diego County Regional Transportation Commission (the "Commission") payable from the receipts 
of a one-half of one percent (1/2%) retail transactions and use tax (the "Sales Tax") imposed in the County of San Diego (the "County") for transportation 
and related purposes. Collection of the Sales Tax commenced April 1, 1988; the Sales Tax expires on March 31, 2048. The Commission has incurred 
obligations secured by the Sales Tax on a senior basis to the Notes, and subject to certain financial covenants described herein, the Commission 
may incur additional obligations secured by the Sales Tax on a senior basis to the Notes. See "Security and Source of Payment for the Notes" herein. 

Liquidity for the Series B Notes will be provided pursuant to the Credit Agreement between the Commission and 

Bank of America '^^ 
Merrill Lynch 

The Credit Agreement for the Series B Notes pursuant to which Bank of America, N.A. (the "Bank") will advance funds to enable the 
Commission to pay the principal on Notes maturing on the date of such advance expires September 27, 2012. Thc Bank's obligation to advance funds 
to enable fhe Commission to pay the principal on the Notes maturing on the date of such advance is subject to termination or suspension 
automatically or inimediately without notice in certain cases; the Bank will not be obligated to advance funds to enable the Conmiission to pay 
the principal on Notes maturing in the event of early termination or suspension ot the Credit Agreement pursuant to the terms thereof. 

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE COUNTY, THE STATE OF CALIFORNU (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 NOTES. THE 
GENERAL FUND OF THE COMMISSION IS NOT LIABLE, AND THE CREDIT OR TAXING POWER (OTHER THAN AS DESCRIBED 
IN THE INDENTURE) OF THE COMMISSION IS NOT PLEDGED, FOR THE PAYMENT OF THE NOTES OR THEIR INTEREST. THE 
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 OF ITS INCOME OR RECEIPTS, EXCEPT THE REVENUES. 

The Notes are offered when, as and if issued and delivered subject to the approval of certain legal matters by Orrick, Hemngton & Sutcliffe 
LLP, Bond Counsel, and certain other conditions. Certain legal matters will be passed on for the Commission by its General Counsel and by Nossaman 
LLP, Los Angeles, Califomia, Disclosure Counsel. 

Dated; September 23, 2011. 

Citigroup 



No dealer, broker, salesperson or other person has been authorized by the Commission, the Dealer, the Bank or the Financial 
Advisor to give any infonnation or to make any representations other than those contained herein and, if given or made, such other 
information or representations must not be relied upon as having been authorized by any of the foregoing. This Offering Memorandum 
does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any offer, solicitation or sale of any Notes by 
any person in any jurisdiction in which it is unlawfiil for such person to make such an offer, solicitation or sale. • 

This Offering Memorandum is not to be constraed as a contract with the purchasers of the Notes. 

The information set forth heiein has been obtained from the Commission, the Bank, The Depository Trust Company, and other 
sources which ai'e believed to be reUable, but it is not guaranteed as to accuracy or completeness, and is not to be constiued as a 
representation by any Dealer of the Notes. The information and expressions of opinion herein are subject to change without notice and 
neither delivery of this Offering Memorandum nor any sale made hereunder shall, under any circumstances, create any implication that 
there has been no change since the date hereof in the affairs of the Commission, or in any other matters which are material to the full and 
punctual payment of any Notes. All sunmiaries of statutes and documents are made subject to the provisions of such statutes and 
documents, respectively, and do not puiport to be complete statements of any or all of such provisions. 

This Offering Memorandum is submitted in connection with the sale of the Notes refen-ed to herein and may not be reproduced 
or used, in whole or in part, for any other puipose. 

The Notes have not been registered under the Securities Act of 1933, as amended, in reliance upon an exemption contained 
therein, and have not been registered or quahfied under the securities laws of any state. 

The Dealer has provided the following sentence for inclusion in this Offering Memorandum. The Dealer has reviewed the 
information in this Offering Memorandum in accordance with, and as part of, its responsibility to investors under the federal securities 
law as applied to the facts and circumstances of this tiansaction, but the Dealer does not guarantee the accuracy or completeness of such 
information. The information and expression of opinion herein ai-e subject to change without notice and neither the delivery of this 
Offering Memorandum nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change 
in the affairs of the Commission since the date hereof. This Offering Memorandum, including any supplement or amendment hereto, is 
intended to be deposited with one or more repositories. 

CAUTIONARY STATEMENTS REGARDING 
FORWARD-LOOKING STATEMENTS IN THIS OFFERING MEMORANDUM 

Certain statements included or incoiporated by reference in this Offering Memorandum constitute forward-looking statements. 
Such statements are generally identifiable by the terminology used such as "plan," "expect," "estimate," "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, uncertainties and other factors which may cause actual results, performance or achievements described to be materially 
different from any future results, performance or achievements expressed or implied by such forward-looking statements. No assurance 
is given that actual results will meet the forecasts of the Commission in any way, regardless of the level of optimism communicated in 
the infoimation. The Commission is not obligated to issue any updates dr revisions to the forwai'd-looking statements if or when its 
expectations, or events, conditioiis or circumstances on which such statements are based occur. 



I^_^_-_^^_^I^^^, ^^, ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ • ^ ^ M ^ »VJ ^^^^^^^^^^^^^^^^m -^^ 

l i^^lE^^ •Wi«iTOiS 
l^lg!«gj flw^^ 

m-. 

( 6 ^ 

• • 

( 7 ^ 

I 
W 

<'i) i2] 
@ 

Ci> 
im? 

•IV 

_ rojects 
Completed 
Under Constructioh 
Preliminary Engineering 

Projects 
Completed 
Under Construction 
Preliminary Engineering 

^ Light Rail Line 

MILES 

A 
S A I W M O ^ KILOMETERS 

^ 
(8y -

')) 

Corondclo 
Nolion-it 

Ciy 

I* * Gnive 

® .-. .-

is) 

til) 
^ 

iV 
Cnuld 
Vista 

Itnperidl 
Bcuth ,•:••< (10) 

Tiiu3ii'i, 0 r. 



SAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION 

B O A R D MEMBERS 

CHAIR: Hon. Jerome Stocks 
FIRST VICE-CHAIR: Hon. Jack Dale 

SECOND VICE-CHAIR: Hon. Jim Janney 

CITY OF CARLSBAD 
Hon. Matt Hall, Mayor 
(A) Hon. Ann Kulchin, Mayor Pro Tem 
(A) Hon. Fanah Douglas, 
Councilmember 

CITY OF CHULA VISTA 
Hon. Cheryl Cox, Mayor 
(A) Hon. Rudy Ramirez, Deputy Mayor 
(A) Hon. Steve Castaneda, 
Councilmember 

CITY OF CORONADO 
Hon. Cairie Downey, Councilmember 
(A) Hon. Al Ovrom, Mayor Pro Tem 
(A) Hon. Michael Woiwode, 
Councilmember 

CITY OF DEL MAR 
Hon. Carl Hilliard, Deputy Mayor 
(A) Hon. Teny Sinnott, Councihnember 
(A) Hon. Mark Filanc, Councilmember 

CITY OF EL CAJON 
Hon. Mai'k Lewis, 'Mayor 
(A) Hon. JilUan Hanson-Cox, 
Councilmember 

CITY OF ENCINITAS 
Hon! Jerome Stocks, Deputy Mayor 
(A) Hon. Kristin Caspar, 
Councilmember 
(A) Hon. Teresa Barth, Councilmember 

CITY OF LEMON GROVE 
Hon. Maty Teresa Sessom, Mayor 
(A) Hon. Jeny Jones, Mayor Pro Tem 
(A) Hon. George Gastil, Councihnember 

CITY OF NATIONAL CITY 
Hon. Ron Moirison, Mayor 
(A) Hon. Rosalie Zaiate, 
Councilmember 
(A) Hon. Alejandra Sotelo-Solis, Vice 
Mayor 

CITY OF OCEANSIDE 
Hon. Jim Wood, Mayor • 
(A) Hon. Jack Feller, Councilmember 
(A) Hon. Gary Felien, Councilmember 

CITY OF POWAY 
Hon. Don Higginson, Mayor 
(A) Hon. Jim Cunningham, 
Councilmember 
(A) Hon. John MuUin, Councilmember 

CITY OF SAN DIEGO 
Hon. Jeixy S anders, May or 
(A) Hon. Lorie Zapf, Councilmember 
(A) Hon. David Alvarez, 
Councilmember 
Hon. Anthony Young, Council President 
(A) Hon. Sheiri Lightner, 
Councilmember 
(A) Hon. Todd Gloria, Councilmember 

CITY OF SAN MARCOS 
Hon. Jim Desmond, Mayor 
(A) Hon. Hal Maitin, Vice Mayor 
(A) Hon. Rebecca Jones, 
Councilmember 

CITY OF ESCONDIDO 
Hon. Sam Abed, Mayor 
(A) Hon. Marie Waldron, 
Councilmember 

CITY OF SANTEE 
Hon. Jack Dale, Councilmember 
(A) Hon. John Minto, Vice Mayor 
(A) Hon. Rob McNeils, Councihnember 

COUNTY OF SAN DIEGO 
Hon. Bill Horn, Chairman 
(A) Hon. Dianne Jacob, Supervisor 
Hon. Ron Roberts, Vice Chair 
(A) Hon. Greg Cox, Chair Pro Tem 
(A) Hon. Pam Slater-Price, Supervisor 

IMPERIAL COUNTY 
(Advisory Member) 
Hon. John Renison, Supervisor, District 1 
(A) Mark Baza, Executive Director, 
Imperial County Transportation 
Commission 

CALIFORNIA DEPARTMENT OF 
TRANSPORTATION 
(Advisory Member) 
Malcolm Dougherty, Acting Director 
(A) Laurie Berman, District 11 Director 

METROPOLITAN TRANSIT 
SYSTEM 
(Advisory Member) 
Haixy Mathis, Chairman 
(A) Hon. Al Ovrom 
(A) Vacant 

NORTH COUNTY TRANSIT 
DISTRICT 
(Advisory Member) 
Hon. Chris Orlando, Chairman 
(A) Hon. Dave Roberts, Councilmember 
(A) Hon. Mark Packard, Councilmember 

UNITED STATES DEPARTMENT 
OF DEFENSE 
(Advisory Member) 
CAPT Clifford Maurer, USN, CEC, 
Southwest Division Naval Facilities 
Engineering Command 
(A) CAPT James M. Wink, USN, CEC 
Southwest Division Naval Facilities 
Engineering Command 

SAN DIEGO UNIFIED PORT 
DISTRICT 
(Advisory Member) 
Scott Peters, Chairman 
(A) Dan Malcolm, Commissioner 



CITY OF IMPERIAL BEACH 
Hon. Jim Janney, Mayor 
(A) Hon. Jim King, Councilmember 
(A) Hon. Lorie Bragg, Councilmember 

CITY OF SOLANA BEACH 
Hon. Lesa Heebner, Mayor 
(A) Hon. Mike Nichols, Councihnember 
(A) Hon. Dave Roberts, Councilmember 

SAN DIEGO COUNTY WATER 
AUTHORITY 
(Advisory Member) 
Mark Muir, Director 
(A) Javier Saunders, Director 

CITY OF LA MESA 
Hon. Alt Madrid, Mayor 
(A) Hon. Mai-k Arapostathis, 
Councilmember 
(A) Hon. Ruth Steriing, Councilmember 

CITY OF VISTA 
Hon. Judy Ritter, Mayor 
(A) Hon. Steve Gionke, Councilmember 
(A) Hon. John Aguilera, Mayor Pro Tem 

SOUTHERN CALIFORNIA TRIBAL 
CHAIRMEN'S ASSOCIATION 
(Advisory Member) 
Hon. Edwin 'Thoipe' Romero, Barona 
Band of Mission Indians 
Hon. Allen Lawson, San Pasqual Band of 
Dieguieiio Indians 
(A) Dennis Turner, SCTCA Executive 
Director 

MEXICO (CONSUL GENERAL OF 
MEXICO) 
(Advisory Member) 
Hon. Remedies Gomez-Arnau., Consul 
General of Mexico 
Hon. Maltha E. Rosas, Deputy Consul 
General of Mexico 



MANAGEMENT 

EXECUTIVE DIRECTOR 
Gary L. Gallegos 

CHIEF DEPUTY EXECUTIVE 
DIRECTOR 

Renee Wasmund 

GENERAL COUNSEL 
Juhe Wiley 

DIRECTOR OF MOBILITY DIRECTOR OF FINANCE DIRECTOR OF LAND USE AND 
MANAGEMENT AND PROJECT Lauren Wanem TRANSPORTATION PLANNING 

IMPLEMENTATION Charles "Muggs" Stoll 
Jim Linthicum 

CHIEF ECONOMIST TransNet AND LEGISLATIVE 
MaineyP. Cox AFFAIRS PROGRAM DIRECTOR 

KimKawada 

FINANCIAL ADVISOR 
Public Financial Management Inc. 

San Francisco, California 

BOND COUNSEL 
Orrick, Herrington & Sutcliffe LLP 

San Francisco, California 

TRUSTEE 
U.S. Bank National Association 

Los Angeles, California 

ISSUING AND PAYING AGENT 
U.S. Bank Trust National Association 

New York, New York 



TABLE OF CONTENTS 

Page 

INTRODUCTION ,. 1 
General , 1 
The Notes 1 
Security and Source of Payment for the Notes 2 
References 2 

DESCRIPTION OF THE NOTES 3 
General 3 

SECURITY AND SOURCE OF PAYMENT FOR THE NOTES 3 
Pledge of Sales Tax Revenues 3 
Outstanding Senior Lien Debt 4 
Additional Indebtedness; Refunding Notes; Limitation on the Issuance of Obligations Payable from Sales 
Tax 6 

THE SALES TAX 7 
Historical Taxable Sales 8 
Historical Sales Tax Revenues 8 

THE LINE OF CREDIT 10 

THE BANK .........18 
Certain Information Conceming The Series B Notes Bank , 18 

THE COMMISSION 19 
General 19 
The Ordinance 19 
Executive Staff 19 
Potential Acquisition of Southbay Expressway Toll Concession 21 

THE TRANSPORTATION EXPENDITURE PLAN 21 

RISKFACTORS 22 
Economy ofthe County and the State 22 
The Sales Tax 22 
Proposition 218 22 
Further Initiatives 23 
No Acceleration Provision 23 
Loss of Tax Exemption 23 
Limitations of the Credit Agreement and Related Risks 23 
Impactof Banki'uptcy of the Conmiission 24 
Risks Relating to Build America Bonds 24 

ABSENCE OF MATERIAL LITIGATION 25 

TAXMATTERS : 25 

RATINGS 27 

LEGALITY FOR INVESTMENT IN CALIFORNIA 27 



THE DEALER 27 

FINANCIAL ADVISOR 28 

OTHERMATTERS ; 28 

APPENDIX A - INFORMATION REGARDING THE COUNTY OF SAN DIEGO A-l 

APPENDIX B - AUDITED FINANCIAL STATEMENTS OF THE SAN DIEGO COUNTY REGIONAL 
TRANSPORTATION COMMISSION FOR THE FISCAL YEAR ENDED JUNE 30, 2010 B-l 

APPENDIX C-BOOK-ENTRY ONLY SYSTEM.. C-l 

APPENDIXD-DEFINITIONS AND SUMMARY OF THE LEGAL DOCUMENTS,.,. D-1 

APPENDIXE-PROPOSED FORM OF OPINION OF BOND COUNSEL E-l 



OFFERING MEMORANDUM 

$100,000,000 
San Diego County Regional Transportation Commission 
Subordinate Sales Tax Revenue Commercial Paper Notes 

(Limited Tax Bonds) 
Series B 

INTRODUCTION 

This introduction is not a summary of the Offering Memorandum, It is only a brief description of 
and guide to, and is qualified by, more complete and detailed information contained in the entire Offering 
Memorandum and the documents summarized or described herein. A full review should be made of the 
entire Offering Memorandum for an informed investment decision. 

General 

This Offering Memorandum, which includes the cover page and appendices hereto, sets forth certain 
information in connection with the offering of $100,000,000 aggregate principal amount of San Diego County 
Regional Transportation Commission Subordinate Sales Tax Revenue Commercial Paper Notes (Limited Tax 
Bonds), Series B (the "Notes" or the "Series B Notes") to be issued from time to time by the San Diego County 
Regional Transportation Commission (the "Commission"). Pursuant to Sections 132000 et seq, of the Public 
Utilities Code of the State of California (the "Act"), the Conmiission is authorized to issue indebtedness payable in 
whole or in part from revenues of the Sales Tax (more fully described herein). The Commission's debt issuing 
capacity and authority is separate and distinct from either the City of San Diego or the County of San Diego (the 
"County"). The Notes ai-e being issued pursuant to the Act and an Amended and Restated Subordinate Indenture, 
dated as of November 1, 2005 (as amended, the "Subordinate Indenture"), between the Commission and U.S. Bank 
National Association, as trustee (the "Trustee"). Certain matters relating to the payment of the principal of and 
interest on the Notes and the prepai-ation and sale of the Notes are described in an Amended and Restated Issuing 
and Paying Agent Agreement, dated as of November 1, 2005 (as amended, the "Issuing and Paying Agent 
Agreement"), between the Commission and U.S. Bank Trust National Association (the "Issuing and Paying Agent"). 
The Coramission has appointed Citigroup Global Markets Inc. as dealer (the "Dealer") with respect to the offering 
and sale of the Series B Notes pursuant to a Commercial Paper Dealer Agreement, dated as of November 1, 2005 
(the "Dealer Agreement"), between the Commission and the Dealer. 

The Notes 

The Notes are being issued pursuant to authority granted under the Act, Resolution No. RC2005-01 
adopted by the Board of Directors of the Commission on September 23, 2005, Resolution No. RC2008-02 adopted 
by the Board of Directors of the Conmiission on May 23, 2008, and adopted under the San Diego Transportation 
Improvement Program Ordinance and Expenditure Plan adopted on July 31, 1987 (as amended, the "1987 
Ordinance") and the San Diego Transportation Irnprovement Program Ordinance and Expenditure Plan (the "Sales 
Tax Extension Ordinance"), adopted on May 28, 2004 (the 1987 Ordinance and the Sales Tax Extension Ordinance 
are refeired to collectively as the "Ordinance"). See "Description of the Notes" herein. The Notes ai-e authorized to 
be issued in an amount not to exceed $100,000,000; as of June 30, 2011, $34,000,000 principal amount of Notes 
were outstanding. 

In June 2008, the Commission issued $34,000,000 of Notes, the proceeds of which were applied to 
purchase certain certificates of paiticipation (the "NCTD Certificates") originally issued in 2004 as auction rate 
securities by the North County Transit Distiict ("NCTD") to fund, in part, Expenditure Plan-eligible projects relating 



to NCTD's SPRINTER rail line. The NCTD Certificates are insured by MBIA Insurance Coiporation and ai'e 
subject to annual mandatory prepayments in part with a final maturity in 2034. Pursuant to a Memorandum of 
Understanding, dated June 1, 2008, by and between the Commission and NCTD, the Commission and NCTD agreed 
that the Commission would apply principal and interest payments it receives from NCTD for the NCTD Certificates 
to pay the principal of and interest on the Notes the Commission issued to purchase the NCTD Certificates. 
However, the Notes are not direcfly secured by payments the Commission receives from NCTD, but rather by the 
pledge of Revenues as herein described. See "SECURITY AND SOURCE OF PAYMENT FOR THE NOTES -
Pledge of Sales Tax Revenues." The NCTD Certificates held by the Commission are subject to tender and 
remarketing prior to maturity under certain circumstances at the option of the Commission or NCTD, in accordance 
with the provisions of the Memorandum of Understanding, and the Commission expects to apply the proceeds of 
any such remarketing either to pay the principal of and interest on the Notes or to finance a portion of the projects 
described in the Expenditure Plan. . See "The Transportation Expenditure Plan" herein. 

Security and Source of Payment for the Notes 

The Notes are limited obligations of the Commission payable from certain revenues (as more fully defined 
herein, the "Sales Tax Revenues") to be received from the collection of a one-half of one percent (1/2%) retail 
transactions and use tax (the "Sales Tax") imposed in the County, Collection of the Sales Tax commenced April 1, 
1988, and, pursuant to the Sales Tax Extension Ordinance, will continue until March 31, 2048, See "SECURITY 
AND SOURCE OF PAYMENT FOR THE NOTES - Pledge of Sales Tax Revenues" and "The Sales Tax" herein, 

A revolving line of credit will provide liquidity support for the Notes (the "Liquidity Facility"). Pursuant 
to the Credit Agreement dated as of September 1, 2011 (the "Credit Agreement") between the Commission and 
Bank of America, N.A. (the "Series B Notes Bank" or the "Bank"). The Bank has agreed to provide to the 
Commission a revolving line of credit in the amount of $100,000,000 representing the aggi'egate principal amount of 
the Series B Notes authorized to be outstanding at any one time. See "THE LINE OF CREDIT." The obligation of 
the Bank to advance funds to enable the Commission to pay the principal on Notes maturing on the date of 
such advance is subject to termination or suspension automatically and immediately without notice under 
certain circumstances; the Bank will not be obligated to advance funds to enable the Commission to pay the 
principal on Notes maturing on the date of such advance in the event of early termination or suspension of 
the Credit Agreement pursuant to the terms thereof. As provided in the Amended and Restated Indenture, the 
Commission may deliver an alternate liquidity facility to replace the facility then in effect, provided that (i) the 
Commission shall provide the Issuing and Paying Agent, the Trustee and the applicable Dealer with written 
evidence of the ratings on the applicable Series of Notes upon delivery of the alternate liquidity facility, and (ii) Such 
alternate liquidity facility shall take effect on a date on which all Notes of such Series mature. The Issuing and 
Paying Agent shall give notice of the provision of the alternate liquidity facility to the Owners of the applicable 
series ofNotes at least thirty days prior to the proposed date of delivery of such alternate hquidity facility, 

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 NOTES. TO THE EXTENT THEY EXIST, THE GENERAL 
FUNDS OF THE COMMISSION ARE NOT LIABLE, AND THE CREDIT OR TAXING POWER (OTHER 
THAN AS DESCRIBED IN THE INDENTURE) OF THE COMMISSION IS NOT PLEDGED, FOR THE 
PAYMENT OF THE NOTES OR THEIR INTEREST. THE 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 OF ITS INCOME OR RECEIPTS, EXCEPT THE 
REVENUES. • 

References 

Brief descriptions of the Notes, the security and sources of payment for the Notes, the Ordinance, the 
Commission and its financial status and the pledge of Sales Tax Revenues are presented herein. Such references and 
descriptions do not purport to be comprehensive or definitive. All references herein to various documents are 
qualified in their entirety by reference to the forms thereof. Such documents pertaining to the Notes are available at 



the offices of the Trustee, All capitalized terms used herein and not otherwise defined shall have the meanings 
given such terms in Appendix D hereto orin the Amended and Restated Subordinate Indenture. 

DESCRIPTION OF THE NOTES 

General 

The Notes are authorized to be issued pursuant to the Act and the Amended and Restated Subordinate 
Indenture. The Notes will be dated the date of their respective authentication and issuance, and will be issued in 
book-entty form only in denominations of $100,000 and in integral multiples of $1,000 in excess thereof The Notes 
will bear interest from their respective dates, payable on their respective maturity dates. 

The Notes; (i) will bear interest payable at maturity at a rate not to exceed twelve percent (12%) per annum 
calculated on the basis of a year consisting of 365/366 days and actual number of days elapsed; (ii) will mature on a 
Business Day not more than two hundred seventy (270) days after their respective dates, but in no event later than 
the expiration date of the Sales Tax or five (5) days prior to the expiration date of the applicable Liquidity Facility; 
and (iii) will be sold at a price of not less than one hundred percent (100%) of the principal amount thereof 

The Notes, when issued, will be registered in the name of Cede & Co,, as registered owner and nominee of 
The Depository Trust Company, New York, New York ("DTC" and together with any successor securities 
depository, the "Securities Depository"), DTC will act as Securities Depository for the Notes so purchased. 
Individual purchases will be made in book-entry only form. Purchasers will not receive a certificate representing 
their beneficial ownership interest in the Notes, So long as Cede & Co, is the registered owner of the Notes, as 
nominee of DTC, references herein to the Noteholders, holders or registered owners shall mean Cede & Co. as 
aforesaid, and shall not mean the Beneficial Owners of Notes. In this Offering Memorandum, the term "Beneficial 
Owner of Notes" shall mean the person for whom a Participant (as such term is defined in Appendix C) acquires an 
interest in the Notes. 

So long as Cede & Co. is the registered owner of the Notes, principal of and interest on the Notes are 
payable by wire ttansfer of same day funds by the Issuing and Paying Agent to Cede & Co,, as nominee for DTC, 
DTC is obligated, in turn, to remit such amounts to the DTC Paiticipants for subsequent disbursement to Beneficial 
Owners of the Notes, See APPENDIX C - "BOOK-ENTRY-ONLY SYSTEM" herein. 

SECURITY AND SOURCE OF PAYMENT FOR THE NOTES 

Pledge of Sales Tax Revenues 

The Notes are limited obligations of the Commission and are payable as to principal and interest 
exclusively from Revenues, consisting of Sales Tax Revenues and any other amounts pledged to pay the Senior Lien 
Debt (as defmed below) received by the Trustee after satisfaction of the Commission's obligation to pay principal of 
and interest on the Senior Lien Debt and any other requirements relating to the Senior Lien Debt and any funds held 
by the Trustee under the Amended and Restated Subordinate Indenture (other than amounts held in the Rebate Fund) 
and amounts held by the Issuing and Paying Agent in funds established under the Amended and Restated Indenture 
or the Amended and Restated Issuing and Paying Agent Agreement, subject to the provisions of the Amended and 
Restated Subordinate Indenture and the Amended and Restated Issuing and Paying Agent Agreement permitting the 
apphcation thereof for the puiposes and on the terms set forth therein, "Sales Tax Revenues" means the amounts 
available for distribution to the Commission on and after July 1, 1988 on account of the Sales Tax after deducting 
amounts payable by the Commission to the State Board of Equalization ("BOE") for costs and expenses for its 
services in connection with the Sales Tax, For a general discussion of the Sales Tax and historical and forecasted 
Sales Tax Revenues, see "The Sales Tax" herein. 

The Amended and Restated Subordinate Indenture provides that the pledge of Revenues for the payment of 
the Notes, and any debt or other obUgations of the Commission on a parity with the Notes (such debt being 



hereinafter referred to as "Parity Debt"), shall constitute a first lien on the Revenues and shall be valid and binding 
from and after delivery by the Trustee of the Notes or Paiity Debt, without any physical delivery thereof or further 
act. As of June 30, 2011, the Commission had outstanding $915,640,000 aggregate principal amount of sales tax 
revenue bonds (the "Outstanding Senior Lien Debt") and may determine to issue additional sales tax revenue bonds 
or other indebtedness having a lien upon the Sales Tax Revenues that is senior to that of the Notes (the Outstanding 
Senior Lien Debt and any additional bonds or other indebtedness with a senior lien to that of the Notes is referred to 
herein as the "Senior Lien Debt") upon compliance with certain requirements set forth in the Amended and Restated 
Subordinate Indenture, See "Additional Indebtedness; Refunding Notes; Limitation on the Issuance of Obligations 
payable from Sales Tax," Under the Amended and Restated Subordinate Indenture, the Commission has covenanted 
to cause the Sales Tax Revenues to be transmitted, by the BOE direcfly to the trustee for the Senior Lien Debt (the 
"Senior Lien Bond Trustee"); the Commission has directed the Senior Lien Bond Trustee to remit all Sales Tax 
Revenues remaining after satisfaction of the requirements relating to the Senior Lien Debt to the Trustee, The 
Trustee is directed to deposit all Sales Tax Revenues received from the Senior Lien Bond Trustee in the Revenue 
Fund established under the Amended and Restated Subordinate Indenture, After making the monthly deposits of 
Sales Tax Revenues to the Interest Fund and the Principal Fund to provide for the payment of the interest on the 
Notes and the principal of the Notes which the Commission certifies shall be paid from Sales Tax Revenues, the 
Trustee shall deposit any remaining Sales Tax Revenues into a fund to be used to repay any advances or loans under 
the Credit Agreement, then shall transmit any excess Sales Tax Revenues to the Senior Lien Bond Trustee. All 
moneys at any time held in the Revenue Fund established under the Amended and Restated Subordinate Indenture 
shall be held in trust for the benefit of the registered owners of the Notes and Parity Debt and shall be disbursed, 
allocated and applied solely for the uses and puiposes set forth in the Amended and Restated Subordinate Indenture. 
See APPENDIX D - "DEFINITIONS AND SUMMARY OF THE LEGAL DOCUMENTS - Revenues," - "Pledge 
of Revenues, Allocation of Revenues." 

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 NOTES. TO THE EXTENT THEY EXIST, THE GENERAL 
FUNDS OF THE COMMISSION ARE NOT LIABLE, AND THE CREDIT OR TAXING POWER (OTHER 
THAN AS DESCRIBED IN THE INDENTURE) OF THE COMMISSION IS NOT PLEDGED, FOR THE 
PAYMENT OF THE NOTES OR THEIR INTEREST. THE 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 OF ITS INCOME OR RECEIPTS, EXCEPT THE 
REVENUES. 

Outstanding Senior Lien Debt 

As of September 1, 2011, the Outstanding Senior Lien Debt consists of six series of sales tax revenue 
bonds; the San Diego County Regional Transportation Commission Sales Tax Revenue Bonds (Limited Tax Bonds), 
2008 Series A, 2008 Series B, 2008 Series G and 2008 Series D (collectively, the "Series 2008 Bonds"), and the San 
Diego County Regional Transportation Conunission Sales Tax Revenue Bonds (Limited Tax Bonds), 2010 Series A 
(Taxable Build America Bonds), and 2010 Series B (Tax-Exempt Bonds) collectively, the "Series 2010 Bonds" and, 
together with the Series 2008 Bonds, the "Seiuor Lien Bonds"). As of June 30, 2011, the aggregate principal 
amount of the Outstanding Senior Lien Debt was $915,640,000, all of which will mature on or before April 1, 2048, 
and maximum annual debt service on the Outstanding Senior Lien Debt was approximately $47,2 million (net of 
certain federal subsidy paynients expected to be received with respect to interest payments on the 2010 Series A 
(Taxable Build America Bonds)), The Commission anticipates issuing additional Senior Lien Debt subject to 
satisfaction of the conditions to the issuance of additional Senior Lien Debt as set forth in the Amended and Restated 
Subordinate Indenture and that certain Indenture dated as ofMarch 1, 2008 (as amended and supplemented, the 
"Senior Lien Indenture"), by and between the Commission and U,S, Bank National Association, as trustee. 

The Series 2008 Bonds were issued in the aggregate principal amount of $600 inillion as variable rate 
demand obligations. While they remain in a variable rate mode, the interest rate on the Series 2008 Bonds is 
determined by remarketing agents (to a maximum rate of 12%) and the Series 2008 Bonds are subject to optional 
and mandatory tender under certain circumstances. As of September 1, 2011, the 2008 Bonds are supported by 
standby bond purchase agreements pursuant to which certain banks have agreed (subject to conditions specified in 



the agreements) to purchase tiie Commission's Series 2008 Bonds that are tendered for purchase and not 
successfully remarketed. Series 2008 Bonds so purchased and held by the banks (the "2008 Liquidity Facility 
Bonds") will continue to be secured under the Senior Lien Indenture and payable on a parity basis with other Senior 
Lien Debt, Under the cuiTent standby bond purchase agreements, fees and other expense payments due to the banks 
are subordinate to Senior Lien Debt, the Notes and other Parity Debt, However, the amortization period applicable 
to Liquidity Facility Bonds may be accelerated under certain circumstances. See "RISK FACTORS—^No 
Acceleration Provision," The standby bond purchase agreements supporting the Series 2008 Bonds are not a source 
of funds for the payment of the principal of or interest on the Senior Lien Debt, including the Series 2008 Bonds. 

In Noveniber 2005, the Commission entered into three interest rate swap agreements (the "Initial Swaps") 
in an initial aggregate notional amount of $600,000,000 or $200,000,000 each. The Initial Swaps became effective 
as of April 1, 2008 and the notional amounts amortize in tandem with the amortization of the Series 2008 Bonds. 
Pursuant to the terms of the Initial Swaps, the Commission agreed to pay to the countei-paities a fixed rate of interest 
and the counteipaities agi'eed to pay the Commission a floating rate of interest on the first day of each month, 
commencing May 1, 2008, The Commission's obligation to make regularly scheduled paynients of interest to the 
countei-parties under the Initial Swaps is payable fi-om and secured by Sales Tax Revenues on a parity basis with the 
Senior Lien Bonds, Under certain circumstances, the Initial Swaps may be terminated, at which time the 
Commission may be required to make a terminatioil payment to the applicable counteiparty. Termination paynients 
payable in accordance with the provisions of the Initial Swaps are secured by a Uen on the Sales Tax Revenues 
subordinate to the Uen which secures the Notes. As of September 16, 2011, if the initial swaps were terminated, the 
Commission would owe a termination amount of approximately $113 million. 

The names of the swap countei-parties under the Initial Swaps, the fixed rate of interest paid by the 
Commission, and the floating rate of interest paid by the swap counteipaities are as follows: 

Name of Counterpai-tv 

Bank ofAmerica, N.A. 

Goldman Sachs Mitsui Mai-ine 
Derivative Projects, L.P, 

Bank of America, N,A. 

Fixed Rate of Interest 

3,4100% 

3,8165% 

.3,8165% 

Floating Rate of Interest 

65% of USD One-Month LIBOR 

65% of USD One-Month LIBOR 
until April 1, 2018; USD SIFMA 

Index thereafter 

65% of USD One-Month LIBOR 
until April 1, 2018; USD SIFMA 

Swap Index thereafter 

In March, 2009, the Commission entered into two Securities Industry and Financial Markets Association 
("SIFMA") versus London Interbank Offered Rate ("LIBOR") floating-to-floating swaps or "basis" swaps with 
Barclays Bank PLC (the "Basis Rate Swap Overlays"), with initial notional amounts for the two swaps of 
$156,600,000 each. Under two of the Initial Swaps, the Commission pays the counterparties a fixed payment of 
3.8165 percent and receives 65 percent of LIBOR (through April 2018) and thereafter receives the SIFMA index. 
Pursuant to the terms of the Basis Rate Swap Overiays of two of the Initial Swaps, the Commission agreed to pay to 
the counteipai-ties a payment of the SIFMA index and the counterparties agi'eed to pay the Commission 107,4 
percent of LIBOR, on the first day of each month, commencing May 1, 2018, for the last 20 years of two of the 
Initial Swaps. The Commission's obligation to make regularly scheduled payments of interest to the counterpai-ties 
under the Basis Rate Swap Overlays is payable from and secured by Sales Tax Revenues on a pai-ity basis with the 
Senior Lien Bonds. Under certain circumstances, the Basis Rate Swap Overiay may be terminated, at which time the 
Commission may be required to make a termination payment to the applicable counteiparty; as of September 16, 
2011, if the Basis Rate Swap Overiays were terminated, the Commission would receive approximately $13 million 
in termination payments. Under the terms of the Basis Rate Swap Overiays, the commission may terminate the 
agreement and cash settle with prior written notice. Termination payments payable in accordance with the 



provisions of the Basis Rate Swap Overlay are secured by a lien on the Sales Tax Revenues subordinate to the lien 
which secures the Notes, 

A portion of the Series 2010 Bonds were issued as taxable build America bonds and are currentiy 
outstanding in the aggregate principal amount of $349,540,000, The Commission expects to receive a cash subsidy 
payment from the United States Treasury equal to 35% of the interest payable on such bonds. See "—Maximum 
Annual Debt Service," See also "RISKFACTORS—Loss of Subsidy Payments," 

Additional Indebtedness; Refunding Notes; Limitation on the Issuance of Obligations Payable from 
Sales Tax 

Additional Series of Notes. The Commission may by Supplemental Indenture establish one or more 
additional Series ofNotes, payable from the Sales Tax Revenues and secured by the pledge made under the Act and 
the Amended and Restated Subordinate Indenture equally and ratably with the Notes and any other Series of Notes 
previously issued, in such principal amount as the Commission determines, but only upon compliance by the 
Commission with the provisions of the Amended and Restated Subordinate Indenture and any additional 
requirements set forth in said Supplemental Indenture, and subject to the following specific conditions: 

(a) no Event of Default shall have occurred and then be continuing; 

(b) the aggregate principal amount of Notes authorized to be issued together with all 
outstanding Senior Lien Debt and Parity Debt shall not in combination with all outstanding debt obligations 
pf the Commission exceed any limitation imposed by law or by any Supplemental Indenture or by Section 
132309(b) of the Public Utilities Code of the State; and 

(c) the Commission shall have placed on file with the Trustee, the Issuing and Paying Agent 
and the Bank, a Certificate certifying that the amount of Senior Lien Revenues received by the Commission 
for any period of 12 consecutive months during the 18 months immediately preceding the date of the 
proposed issuance will be at least equal to 1,15 times the Maximum Annual Debt Service on all Notes, 
Parity Debt and Senior Lien Debt then outstanding, including the additional series of Notes then proposed 
to be issued, and 1 times the amount then due and owing to the provider of a surety bond, insurance policy 
or letter of credit which is used to satisfy all or a portion of a bond reserve requirement established pursuant 
to a bond indenture relating to the Senior Lien Debt, 

In the event additional assets or revenues are included within the definition of "Senior Lien Revenues" by a 
Supplemental Bond Indenture, such additional assets or revenues shall be included in the calculations in (c) above, as 
if such additional assets or revenues had always been included in Senior Lien Revenues; provided that the consent of 
the Bank to such inclusion is obtained and Moody's and Standard & Poor's each confirm that inclusion of such 
revenues will not cause a reduction or withdrawal of any rating then in effect with respect to the Notes, 

Refunding Notes. Refunding debt raay be authorized and issued by the Commission without fiUng the 
certificate referred to in subsection (c) above, provided tiiat no Note, advance or bank loan under any Credit 
Agreement shall be deeraed to constitute refunding debt and provided further that Maximum Annual Debt Service 
on all Senior Lien Debt, Notes and Parity Debt outstanding following the issuance of such refunding debt is less 
than or equal to Maximum Annual Debt Service on all Senior Lien Debt, Notes and Parity Debt outstanding prior to 
the issuance of such refunding debt. Such refunding debt may be issued as Senior Lien Debt in accordance with the 
provisions set forth in the bond indenture relating to the Senior Lien Bonds (the "Bond Indenture") or as Pai-ity Debt 
in accordance with the provisions set forth herein, in each case, in an aggregate principal aniount sufficient (together 
with any additional funds available or to become available) to provide funds for the payment of the principal or 
redemption price, if any, of the Senior Lien Debt, Notes or Parity Debt to be refunded, the interest on the Senior 
Lien Debt, Notes or Parity_Debt to be refunded to the date such Senior Lien Debt, Notes or Parity DebtwUl be 
called for redemption or paid at maturity, as applicable, all incidental expenses and costs of issuance for the 
refunding debt, and interest on the refunding debt from the date thereof to the date of redemption of the Senior Lien 
Debt, Notes or Parity Debt to be refunded. 



Limitations on the Issuance of Obligations Payable from Sales Tax Revenues. The Commission wiU 
not, so long as any of the Notes, Advances, Bank Loans, Parity Debt or Senior Lien Debt are outstanding, issue any 
obligations or securities, however denominated, payable in whole or in pai't fi-om or secured by Sales Tax Revenues, 
except the following: 

(a) notes of any additional Series authorized pursuant to the provisions of the Ainended and Restated 
Subordinate Indenture described above under the caption "Additional Series of Notes;" 

(b) refunding debt authorized pursuant to the provisions of the Amended and Restated Subordinate 
Indenture described above under the caption "Refunding Notes;" 

(c) Parity Debt, provided that certain conditions precedent to the issuance of such Parity Debt 
specified in the Amended and Restated Subordinate Indenture ai-e satisfied; 

(d) Senior Lien Debt, provided that the Commission shall have placed on file with the Trustee and the 
Bank a Certificate certifying that, the amount of Senior Lien Revenues received for any period of 12 
consecutive months during the 18 months immediately preceding the date on which such additional Senior 
Lien Debt will become outstanding shall have been at least equal to 1.15 times the amount of Maximum 
Annual Debt Service on all Senior Lien Debt, Notes and Parity Debt then outstanding and the additional 
Senior Lien Debt then proposed to be issued, and 1 times the amount then due and owing to the provider of 
a surety bond, insurance policy or letter of credit which is used to satisfy aU or a portion of a bond reserve 
requirement established pursuant to a bond indenture relating to the Senior Lien Debt; 

(e) Obligations which are junior and subordinate to the payment of the principal, premium, if any, 
interest and reserve fund requirenients, if any, for the Notes and all Parity Debt, and which junior and 
subordinate obligations are payable as to principal, premium, if any, interest and reserve fund requirements, 
if any, only out of Revenues after the prior paynient of all amounts then required to be paid hereunder from 
Revenues for principal, premium, if any, interest and reserve fund requirements, if any, for the Notes and 
all Parity Debt, as the same become due and payable and at the times and in the manner as required in the 
Indenture. 

Notwithstanding anything in the Indenture to the contrary, the making of an Advance or Bank Loan with respect to 
Notes of any Series shall not be considered the issuance of additional debt. 

Maximum Annual Debt Service, For puiposes of calculating Maximum Annual Debt Service, principal 
and interest payments on Debt shall be excluded to the extent that: (i) such payments ai-e to be paid from amounts on 
deposit with any fiduciary, including Investment Securities and interest to be payable thereon, in escrow specifically 
therefore; (ii) such interest payments are to be paid from the proceeds of Debt held by any fiduciary as capitalized 
interest, including Investment Securities and interest to be payable thereon, specifically to pay such interest by such 
fiduciai-y, and (iii) such interest paynients are to be paid from pledged Subsidy Payments the Commission expects to 
receive. 

THE SALES TAX 

The Commission is authorized by the Act to adopt a retail ttansactions and use tax ordinance appUcable 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 majority of the electors 
voting on the issue. On November 3, 1987, the voters approved the 1987 Ordinance which imposed the Sales Tax in 
the County for a twenty-year period. On November 2, 2004, more than two-thirds of the voters approved the 
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 
retaUer for storage use or other consumption in the County, subject to certain Umited exceptions described below. 



Collection of the Sales Tax is administered by the BOE, The State Board of EquaUzation, after deducting a 
fee for administering the Sales Tax, remits the remaining Sales Tax Revenues to the Senior Lien Trustee which ai-e 
then applied to satisfy the Commission's obligations with respect to the Senior Lien Debt, The remaimng Sales Tax 
Revenues are then remitted to the Trustee, After payment of debt service requirements on the Notes and after 
payment of certain other obligations, including certain obUgations related to the Credit Agreement, any remaining 
unapplied Sales Tax Revenues are then remitted to the Senior Lien Trustee for payment of certain fees and expenses 
and thereafter to the Cominission, The fee charged by the State Board of Equalization is determined by the State 
Board of EquaUzation pursuant to statute. The fee charged by the BOE to the Commission for fiscal yeai- 2010-11 
for coUection of the Sales Tax was $2,501,240. The fee that the BOE is authorized to chai-ge for collection of the 
Sales Tax is determined by State legislation and may be increased or decreased by legislative action. There can be 
no assurances that the amount of this fee or the method for determining the amount of the fee will remain the same. 

The Sales Tax is imposed in addition to a seven and one quarter percent sales and use tax levied statewide 
by the State of California, In general, the statewide sales tax appUes 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. Since the use tax does not apply to 
cases where the sale of the property is subject to the sales tax, the appUcation of the use tax generally is to purchases 
made outside of the State for use within the State, subject to certain exceptions. 

Many categories of transactions are exempt from the statewide sales and use tax and from the Sales Tax. 
The most important are: sales of food products for home consumption; prescription medicine; edible livestock and 
their feed; seed and fertiUzer used in raising food for human consumption; and gas, electricity and water when 
delivered to consumers through mains, lines, and pipes. In addition, "Occasional Sales" (i.e,, sales of property not 
held or used by a seller in the course of activities for which he or she is required to hold a seUer's permit) are 
generaUy exempt from the State Sales 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 ai-e 
imposed. Such changes or amendments could have either an adverse or beneficial impact on the Sales Tax 
Revenues. The Comimssion is not currentiy aware of any proposed legislative change, which would have a material 
adverse effect on Sales Tax Revenues, See also "RISK FACTORS—Proposition 218" below. 

Historical Taxable Sales 

For information concerning historical taxable sales in the County, see the table entitled "County of San 
Diego, Taxable Sales Transactions" in Appendix A - "INFORMATION REGARDING THE COUNTY OF SAN 
DIEGO," 

Historical Sales Tax Revenues 

The Commission began receiving disti-ibutions of the Sales Tax from the BOE in April, 1988. The 
following table shows the Sales Tax remitted to the Commission during the fiscal years ended June 30,1989 through 
June 30, 2011, 



SAN DIEGO COUNTY REGIONAL TRANSPORTATION COMMISSION 
HISTORICAL SALES TAX REVENUES 

Fiscal Year Actual ¥2% % Change From 
Ended .Tune 30 Sales Tax Revenueŝ ^̂  Prior Fiscal Year 

1989 $ 95,691,042 
1990 113,758,624 18.9% 
1991 109,806,529 (3,5) 
1992 106,105,958 (3.4) 
1993 111,783,116 5.4 
1994 111,461,846 (0,3)'"' 
1995 114,303,387 2,6 
1996 123,511,934 8,1 
1997 131,592,528 6,5 
1998 145,754,155 10,8 
1999 156,909,677 7,7 
2000 172,274,619 9,8 
2001 ' 189,795,888 10,2 
2002 • 192,836,199 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 
2007 247,924,304 1.9 
2008 244,406,219 (1.4) 
2009 221,991,360 (9.2) 
2010 204,191,747 (8,0) 
2011 221,304,014 8,4<̂ ' 

*" Cash basis, net of BOE administrative fee, 
^^^ Reflects, in part, effect of increase in BOE administration fee in 1994, 
'̂ ' Unaudited 
Source: San Diego County Regional Transportation Commission, 

Annual Sales Tax Revenues received for the Fiscal Year ended June 30, 2011 ("Fiscal Yeai- 2011") totaled 
$221,304,014 (unaudited). These Sales Tax Revenues are anticipated to equal at least 4,67 times Maximum Annual 
Debt Service on the Series 2008 Bonds and the Series 2010 Bonds (net of the subsidy payments expected to be 
received from the U,S, Treasury relating to interest payments on the Series 2010 Bonds (Taxable Bmld America 
Bonds)) assuming such Maximura Annual Debt Service amounts as shown in the table "DEBT SERVICE 
SCHEDULE" herein. 

Following declines in Sales Tax Revenue which began in Fiscal Year 2008, the first increase in Sales Tax 
Revenue occurred in Fiscal Year 2011 (yeai- ended June 30, 2011); Sales Tax Revenues gi-ew 8.4 percent over the 
prior Fiscal Year (year ended June 30, 2010). To account for a possible slow-down in the economic growth rate, 
SANDAG has forecast a modest increase of four percent in Sales Tax Revenue for Fiscal Year 2012 (year ending 
June 30, 2012). This increase is consistent with what was experienced at the state and national level with regard to 
Sales Tax Revenues for the fourth quarter of Fiscal Year 2011. Although there can be no assurances that Sales Tax 
Revenues will continue to increase, this tt-end of slow growth has continued through the first quarter of Fiscal Year 
2012. 



THE LINE OF CREDIT 

The following is a summary of certain provisions of the Credit Agreement This summary is not to be 
considered a fidl description or restatement oftiie material provisions ofthe Credit Agreement and accordingly is 
qualified by reference tiiereto and is subject to tlie full text thereofi Investors should obtain and review a copy ofthe 
Credit Agreement in order to understand all of the terms of such document.. Except as otherwise deflned herein, 
capitalized terms used under this caption without definition have the respective meanings set fortii in the Credit 
Agreement 

General 

Pursuant to the Credit Agreement, the Bank has agreed to establish a revolving line of credit for the benefit 
of the Commission for the purpose of making Advances, upon the conditions specified in the Credit Agi-eement, to 
fund the payment of the principal on any Notes at the stated maturity thereof 

Set forth below are brief descriptions or exceipts of certain provisions of the Credit Agreement, all of 
which are qualified in their entirety by reference to the coraplete provisions of the Credit Agreement, 

Revolving Loan Commitment 

The Bank has agreed, on the terras and conditions set forth in the Credit Agreement, to provide Uquidity for 
the payment of principal on raaturing Notes. In accordance with the ternis thereof, the Credit Agreement provides 
for advances of up to $100,000,000 for payment of unpaid principal of the Notes at the stated maturity thereof (the 
"Commitment"). 

The Credit Agreement will expire on the earliest of (i) September 27, 2012, as such date raay be extended 
pursuant to the terras of the Credit Agreement (the "Revolving Credit Expiration Date;"), (ii) the date on which the 
Commitment has been reduced to zero pursuant to the terms of the Credit Agreeraent, or (iii) the date on which the 
Credit Agreement is replaced with an alternate credit or liquidity facility entered into to support the Notes in 
accordance with the terms and provisions of the Aniended and Restated Subordinate Indenture provided tliat the 
Bank has made any Advance required to be made on such date under the terms and condition set forth in the Credit 
Agreement (the earliest of (i), (ii) or (Ui), the "Commitment Termination Date"), 

Not earUer than one hundred eighty (180) days and not less than sixty (60) days prior to the Revolving 
Credit Expiration Date, the Cominission raay request in writing to the Bank that it extend the Revolving Credit 
Expiration Date to a date agreed to by the Commission and the Bank, upon terms and conditions to be agreed upon 
by the Commission and the Bank in its sole and absolute discretion. The Bank may, in its sole discretion, agree to 
extend the term of the Credit Agreement, The Bank's failure to respond to such written request for an extension of 
the Revolving Credit Expiration Date (within thirty (30) calendar days of receipt by the Bank of such request and 
upon receipt of all information necessary, in the Bank's reasonable judgment, to permit the Bank to make an 
inforraed credit decision) wiU be deemed to be a rejection of such request to extend the term of the Revolving Credit 
Expiration Date, 

Events of Default 

Each of the following events shall constitute an "Event of Default" under the Credit Agreement: 

(a) Payment Default. The Commission (i) shall fail to pay when due (A) any principal of or 
interest on the Bank Note or any Loan (other than a failure to pay the principal or interest on the Bank Note 
or Loan accelerated solely by the Bank pursuant to the terms of the Credit Agreement) or (B) any interest 
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on any Note, (ii) shall fail to pay within 5 days after the due date thereof any Commitment Fees, or (ui) 
shall fail to pay within 10 days after the due date thereof any other fees or any other Obligation or aniount 
payable under the Credit Agreement or under the Fee Letter; 

(b) Representations and Warranties. Any representation or waiTanty made by the 
Commission in the Credit Agi-eement or in the Bank Note or any Related Document or in any certificate or 
financial statement delivered pursuant thereto shall prove to have been incorrect in any material respect 
when made (or deemed made); 

(c) Major Covenants. The Commission shall fail to observe or perform ceitain covenants, 
agreements or conditions set forth in the Credit Agreement or in the Bank Note; 

(d) Minor Covenants. The Commission shall fail to observe or perform any covenant or 
agreement contained in the Credit Agreement (other than those described in clause (a), (b), or (c) above) or 
in any other Related Document for thirty (30) days after written notice thereof shall have been given to the 
Commission by the Bank; 

(e) Bankruptcy and Insolvency, (i) The Commission shall commence any case, proceeding 
or other action (A) under any existing or future law of any jurisdiction, domestic or foreign, relating to 
banki-uptcy, insolvency, reorganization or relief of debtors, seeking to have an order for relief entered with 
respect to it, or seeking to adjudicate it as banki-upt or insolvent, or seeking reorganization, arrangement, 
adjustment, winding-up, liquidation, dissolution, composition or other relief with respect to it or its debts or 
(B) seeking appointment of a receiver, trustee, custodian or other similar official for it or for all or any 
substantial pai-t of its assets, or the Conmiission shall make a general assignment for the benefit of its 
creditors; or (ii) there shall be conmienced against the Commission any case, proceeding or other action of 
a nature referred to in clause (i) above which (x) results in an order for such relief or in the appointment of 
a receiver or similar official or (y) remains undismissed, undischarged or unbonded for a period of 
sixty (60) days; or (iii) there shall be commenced against the Commission, any case, proceeding or other 
action seeking issuance of a writ of attachment, execution or similar process against all or any substantial 
part of its assets, which results in the entry of an order for any such relief which shall not have been 
vacated, dischai-ged, or stayed or bonded pending appeal within sixty (60) days from the entry thereof; or 
(iv) the Commission shall take any action in furtherance of, or indicating its consent to, approval of, or 
acquiescence in, any of the acts set forth in clause (i), (ii) or (in) above; or (v) the Commission shall 
bjecome insolvent within the meaning of Section 101(32) of the United States Banki-uptcy Code; 

(f) Cross Defaults to Senior or Parity Debt, (i) The Commission shall fail to pay when due 
(whether by scheduled maturity, required prepayment, acceleration or otherwise) any Senior Lien Debt or 
Revenues Secured Debt (other than a failure to pay any amount described in clause (v) of the definition of 
'T)ebt" which has been accelerated pursuant to the terms of the applicable agreement), or any interest or 
premium thereon, and such failure shall continue beyond any applicable grace period specified in any 
resolution, indenture, agreement, contract or instrument pursuant to which such Senior Lien Debt or 
Revenues Secured Debt has been issued, or pursuant to the provisions of such resolution, indenture, 
agreement, contt-act or instrument the maturity of such Senior Lien Debt or Revenues Secured Debt, as a 
result of a payment default, shall have been accelerated or required to be prepaid prior to the stated matm-ity 
thereof or (u) the occurrence of any event under any ordinance, resolution, or instrument giving rise to any 
such Senior Lien Debt or Revenues Secured Debt or any Pai-ity Debt, which results in or would entitie the 
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obligee thereof or a trustee on behalf of such obligee to declare the acceleration of any maturity thereof, or 
upon the lapse of time or the giving of notice or both would entitle the obligee thereof or a ttustee on behalf 
of such obUgee to accelerate any raaturity thereof, or which results in the forfeiture by the Commission of 
any of its rights under any such ordinance, resolution, or instrument; 

(g) Other Defaults Above $10 Million. The Conmiission shaU fail to pay when due (whether 
by scheduled maturity, required prepayment, acceleration or otherwise) any Debt of the Commission not 
refeiTed to in clause (a) or (f) above and in an aggregate amount greater than $10,000,000, and such failure 
shaU continue beyond any applicable period of grace specified in the resolution, indenture, agreement, 
contract or instrument providing for the same; 

(h) Unsatisfied Judgments Above $10 Million. One or more final unappealable judgments or 
orders, issued or rendered by a Governmental Authority of competent jurisdiction, for the payment of 
money, and not covered by insurance, the operation or result of which, individually or in the aggregate, 
equal or exceed $10,000,000 shall be issued or rendered against the Commission, and such judgment or 
order shall Continue unsatisfied, unbonded, undismissed or unstayed for a period of sixty (60) days; 

(i) Rating Below Investment Grade. The long-term unenhanced ratings assigned by 
Moody's and S&P to any Senior Lien Debt shaU be withdrawn or suspended (but excluding withdrawals or 
suspensions if the Rating Agency stipulates in writing that the rating action is being taken for non-credit 
related reasons) br reduced.below "Baa3" (or its equivalent) and "BBB-" (or its equivalent), respectively; 

(j) Incipient/Invalidity Event The occurrence of an (i) Incipient Invalidity Event, or 
(ii) Invalidity Event; 

(k) Rating Maintenance, (i) either of Moody's or S&P shaU withdraw or suspend the long-
term unenhanced rating on any Senior Lien Debt or (ii) either Moody's or S&P shall reduce the long-term 
unenhanced rating on any Senior Lien Debt below "Baa2" (or its equivalent) or "BBB" (or its equivalent), 
respectively; or 

(1) Debt Moratorium or Restructuring, (i) the Commission shall impose a debt moratorium, 
debt restructuring, debt adjustment or comparable extraordinary restriction on the repayment when due and 
payable of the principal of or interest on the Notes, the Bank Note or the Loans, or Senior Lien Debt or 
(u) any Governmental Authority having appropriate jurisdiction over the Commission shall raake a finding 
or ruling or shall enact or adopt legislation or issue an executive order or enter a judgment or decree which 
results in a debt moratorium, debt restructuring, debt adjustment or comparable extraordinary restriction on 
the repayraent when due and payable of the principal of or interest on the Notes, the Bank Note or the 
Loans; 

(m) Material Adverse Amendment of Law or Ordinance. Any provision of the Law or the 
Ordinance is suppleraented, modified or aniended in a manner that materially adversely impairs (A) the 
Commission's ability or obligation to impose or levy the Sales Tax in the incorporated and unincoiporated 
territory of the County of San Diego or collect Revenues and/or pay the Revenues directly to the Trustee or 
(B) the State Boai-d of EquaUzation's obligation to collect of the Sales Tax or the State Board of 
Equalization's ability or obligation to make payment of the Sales Tax Revenues to the Trustee. 
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Remedies 

Upon the occurrence of any Event of Default, other than an Event of Default specified in pai-agraph (e) 
under the subheading "Events of Default" above, the Bank may declare the Bank Note and the Loans, aU accrued 
interest thereon, and all other ObUgations to be forthwith due and payable, whereupon the Bank Note and the Loans 
and such interest and aU other ObUgations shall become and be forthwith due and payable, without presentment, 
deniand, protest or further notice of any kind, all of which ai-e expressly waived by the Commission in the Credit 
Agreement, If any Event of Default specified in paragraph (e) under the subheading "Events of Default" above 
shaU occur, without any notice to the Commission or any other act by the Bank the Bank Note and Loans, together 
with accrued interest thereon, and all other amounts payable under the Credit Agreement and the Fee Letter, shaU 
become forthwith due and payable, without presentment, demand, protest, or other notice of any kind, all of which 
are waived by the Commission in the Credit Agreenient, 

Immediate Termination Events. 

Upon the occm-rence of any Event ofDefault described in pai-agi-aphs (a)(i), (e), (f)(i), (h), (i), (j)(ii) or (1) 
under the subheading "Events ofDefault" above (each an "Iimnediate Termination Event"), the Commitment shall 
automatically and immediately terminate, without notice, with respect to aU Notes and thereafter the Bank shaU have 
no obUgation to make any Loan or to fund any outstanding Note, 

Notice of Termination Events. 

Upon the occurrence of an Event of Default that is not an Immediate Termination Event, the Bank may, by 
delivering a notice of termination ("Notice of Terinination") to the Commission, terminate its obUgation to make 
Advances or Bank Loans under the Credit Agreement (except as provided below with respect to Notes issued and 
sold prior to such date), causing the Issuing and Paying Agent to cease issuing any Notes, whereupon no additional 
Notes shall be issued, the Available Commitment shall immediately be reduced to the then outstanding principal 
amount of Notes, and the AvaUable Commitment shaU be further reduced in a similar manner as and when such 
Notes mature such that, on the date all Notes issued and sold prior to the date such Notice of Termination is received 
by the Issuing and Paying Agent mature, the AvaUable Commitment will be reduced to zero and the obligation of 
the Bank to extend any further credit under the Credit Agreement will be terminated; provided that the Coimnitment 
shall not terminate, and the right of the Bank to accelerate the maturity of the Bank Note and the Loans shall not 
affect the obligation of the Bank to make Loans to the extent necessaiy for the Commission to make required 
payments of principal on the Notes issued and sold prior to the date upon which the Notice of Termination is 
received by the Issuing and Paying Agent; provided further that if any Loans are made that would not have been 
made but for the application of the iramediately preceding provision, such Loans shall be immediately due and 
payable on the date such Loans ai-e raade. 

Suspension Events. 

Upon the occun-ence of an Event of Default described in pai-agi'aph Cj)(i) under the subheading "Events of 
Default" above, the obUgation of the Bank to make Advances or Bank Loans under the Credit Agi-eement shall be 
automaticaUy and immediately suspended from the time of the occuiTence of such Event of Default until a final, non 
appealable judgment of a court having jurisdiction in the premises shaU be entered declaring that (i) aU contested 
provisions of the Law and the Ordinance that impact the Commission's abiUty or obligation to levy the Sales Tax in 
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the incorporated and unincorporated territory of the County of San Diego or to collect Revenues or to pay the 
Revenues directiy to the Trustee or the State Board of Equalization's abUity or obligation to coUect the Sales Tax or 
to pay the Sales Tax Revenues to the Trustee, (ii) all contested provisions of any Payment and Collateral Obligation, 
any Note, the Bank Note, any Loan and any provision of any Related Document related to the payment ofprincipal 
and interest on any Note, the Bank Note or any Loan, and/or (iii) the pledge of and lien on the Revenues to secure 
the payment ofprincipal and interest on the Notes, the Bank Note and the Loans, as applicable, are upheld in their 
entirety. In the event such judgment is entered declaring that (x) all contested provisions of the Law and the 
Ordinance that impact the Commission's ability or obUgation to levy the Sales Tax in the incorporated and 
unincoiporated territory of the County of San Diego or to collect Revenues or to pay the Revenues direcfly to the 
Trustee or the State Board of Equalization's ability or obligation to collect the Sales Tax or to pay the Sales Tax 
Revenues to the Trustee, (y) all contested provisions of any Payment and Collateral Obligation, any Note, the Bank 
Note, any Loan and any provision of any Related Document related to the payment of principal and interest on any 
Note, the Bank Note or any Loan, and/or (z) the pledge of and lien on the Revenues to secure the payment of 
principal and interest on the Notes, the Bank Note and the Loans, as applicable, are upheld in their entirety, the 
obligation of the Bank to make Loans under the Credit Agreement shall be autoraatically reinstated and the terms of 
the Credit Agreement wUl continue in full force and effect (unless the Credit Agreement shall have otherwise 
expired or terminated in accordance with the terms of the Credit Agreement or there has occurred an Immediate 
Termination Event) as if there had been no suspension. In the event (1) any provision of the Law and the Ordinance 
that impacts the Commission's ability or obligation to levy the Sales Tax in the incorporated and unincoiporated 
territory of the County of San Diego or to collect Revenues or to pay the Revenues directly to the Trustee or the 
State Board of Equalization's abUity or obligation to collect the Sales Tax or to pay the Sales Tax Revenues to the 
Trustee, (2) any provision of any Payment and Collateral Obligation, any Note, the Bank Note, any Loan and any 
provision of any Related Document related to the payment of principal and interest on any Note, the Bank Note or 
any Loan, and/or (3) the pledge of and lien on the Revenues to secure the payraent of principal and interest on the 
Notes, the Bank Note and the Loans, as applicable, is declared to be null and void or unenforceable, then the 
obligations of the Bank under the Credit Agreement wUl terminate as set forth above. Notwithstanding the 
foregoing, if, upon the Commitment Terinination Date, Utigation is still pending and a judgment regarding the 
validity and enforceability of (A) any provision of the Law and the Ordinance that impacts the Commission's ability 
or obligation to levy the Sales Tax in the incoiporated and unincorporated territory of the County of San Diego or to 
collect Revenues or to pay the Revenues direcfly to the Trustee or the State Board of Equalization's ability or 
obligation to collect the Sales Tax or to pay the Sales Tax Revenues to the Trustee, (B) any provision of any 
Payment and Collateral Obligation, any Note, the Bank Note, any Loan and any provision of any Related Document 
related to the payment of principal and interest on any Note, the Bank Note or any Loan, and/or (C) the pledge of 
and lien on the Revenues to secure the payment of principal and interest on the Notes, the Bank Note and the Loans, 
as is the subject of such Event of Default has not been obtained, then the Commitment and the. obligation of the 
Bank to make Loans under the Credit Agreeraent shall at such time terminate without notice or demand. 

Upon the occun-ence of a Default described under pai-agraphs (e)(ii) or (e)(iii) under the subheading 
"Events of Default" above, the obligation of the Bank to make Advances or Bank Loans under the Credit 
Agi-eement shall be automatically and immediately suspended untU the proceeding refened to therein is terminated 
prior to the court entering an order granting the relief sought in such proceeding. In the event such proceeding is 
terminated, the obligation of the Bank to make Advances under the Credit Agreement shall be reinstated and the 
terms of the Credit Agi-eement will continue in full force and effect (unless the obligation of the Bank to make 
Advances under the Credit Agreement shall have otherwise expired or terminated in accordance with the terms of 
the Credit Agreeraent or there has occurred an Immediate Termination Event) as if there had been no such 
suspension. 
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Failure to take action in regard to one or more Events of Default shafl not constitute a waiver of or the 

right to take action in the future in regai-d to, such or subsequent Events ofDefault, 

Definitions 

"Advance" means each revolving loan made by the Bank to the Conmiission pursuant to the Credit 

Agreement, 

"Bank Loan" shall mean each term loan made by the Bank to the Conmussion pursuant to the Credit 
Agi-eement on the date ninety-one (91) days immediately succeeding the date the related Advance was made, 

"BankNote" means the promissory note of the Commission evidencing the obligations of the Commission 
under the Credit Agi-eement, including, without limitation, its obligation to repay the Loans and afl Obligations, and 
constituting Parity Debt under the Indenture, 

"Board of Equalization Agreement" means the agi-eement between the Conmiission and the State Board of 
Equalization relating to the State Board of EquaUzation's obligation to remit Sales Tax Revenues to the Trustee, 

"Bond Indenture " has the meaning set forth in the Indenture, 

"Bond Indentures" means the Indenture, the Bond Indenture, any Supplemental Bond Indenture or 
Supplemental Indenture authorizing Debt of the Commission which is secured by Sales Tax Revenues (including 
Revenues), 

"Commitment Fees " has the meaning set forth in the Fee Letter, 

"Debt" of any Person means, without duplication, (i) aU obligations of such Person evidenced by bonds, 
debentures, notes, securities or other similar instruments (ii) aU obligations of such Person for borrowed money, 
(Ui) aU obUgations of such Person to pay the deferred purchase price ofproperty or services, except trade accounts 
payable arising in the ordinai-y course of business, (iv) obligations of such Person as lessee under any lease of 
property, real or personal, that, in accordance with GAAP, would be required to be capitalized on a balance sheet of 
the lessee thereof, (v) obligations of such Person to reimburse or repay any bank or other Person in respect of 
amounts paid or advanced under a letter of credit, credit agreement, liquidity facility or other insttument, (vi) aU 
obligations of such Person to pm-chase securities (or other property) which arise out of or in connection with the sale 
of the same or substantially similar securities or property or obUgations for the deferred purchase price of property 
or services (other than trade accounts payable occumng in the ordinary course of business), (vii) all Debt of others 
secured by a Lien on any asset of such Person whether or not such Debt is assumed by such Person, (viii) any 
obligation of such Person guaranteeing or in effect guaranteeing any other Debt, whether directiy or indirectiy and 
(ix) all obligations arising under or pursuant to any Swap Contract, 

"Fee Letter" means that certain Fee Letter relating to the Credit Agreement, between the Bank and the 
Commission, as the same may be amended, supplemented or otherwise modified from time to time, 

"Generally Accepted Accounting Principles" or "GAAP" means generally accepted accounting principles 
consistentiy applied and maintained throughout the period indicated and consistent with the prior financial practice 
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of the Commission, except for changes permitted by the Governmental Accounting Standards Board or any similar 
accounting authority of comparable standing, 

"Governmental Authority" means any governmental or quasi-governmental entity, including any court, 
department, commission, board, bureau, agency, administration, central bank, service, district or other 
instrumentahty of any governmental entity or other entity exercising executive, legislative, judicial, taxing, 
regulatory, fiscal, monetary or adrainistrative powers or functions of or pertaining to government, 

"Incipient Invalidity Event" means (i) the validity or enforceability of any provision of the Law or the 
Ordinance that impacts the Commission's ability or obligation to levy the Sales Tax in the incorporated and 
unincoiporated ten-itory of the County of San Diego or to collect Revenues or to pay the Revenues directly to the 
Trustee or the State Board of Equalization's ability or obUgation to coUect the Sales Tax or to pay the Sales Tax 
Revenues to the Trustee is contested by duly authorized action of the Cominission or the State or any instrumentality 
of the State with appropriate jurisdiction or is determined by a court or the State or any instt-umentality of the State 
with appropriate jurisdiction in a proceeding subject to further appeals to be invalid or unenforceable, or (ii) the 
vaUdity or enforceabUity of any Payment and CoUateral Obligation, or of any Note, the Bank Note or any Loan or 
any provision of any Related Document related to the payraent of principal and interest on any Note, the Bank Note 
or any Loan or the pledge of and lien on the Revenues to secure the payment of principal and interest on the Notes, 
the Bank Note and the Loans, is contested or repudiated by duly authorized action of the Commission or is declared 
invalid or unenforceable in a proceeding subject to further appeals by the State or any instrumentality of the State or 
any other Governmental Authority with appropriate jurisdiction. 

"Indenture" means the Amended and Restated Subordinate Indenture, as supplemented and amended in 
accordance with its terras and the terms of the Credit Agreeraent. 

"Invalidity Event" means (i) the Law or the Ordinance is repealed, (ii) a Federal court or any other court 
with appropriate jurisdiction or the State or any insttumentality of the State or any other Governmental Authority 
with appropriate jurisdiction determines in a final non-appealable order or judgment, as the case may be, that any 
provision or provisions of the Law or the Ordinance regarding (A) the Commission's abUity or obligation to levy or 
impose the Sales Tax in the incoiporated and unincoiporated territory of the County of San Diego or collect 
Revenues or to pay the Revenues directly to the Trustee or (B) the State Board of EquaUzation's obligation to collect 
the Sales Tax or the State Boai-d of Equalization's ability or obligation to rnake payment of the Sales Tax directiy to 
the Trustee, or the pledge of and lien on Revenues securing the payment of the principal of or interest on the Notes 
or the payment of the Bank Note and the Loans, is null and void, (iii) the Law or the Ordinance is ruled to be null 
ahd void by a Federal court or any court with appropriatejurisdiction or the State or any instrumentaUty of the State 
or any other Governmental Authority with appropriate jurisdiction, (iv) any provision of the Credit Agreement, the 
Bank Note, any Loan, any Note, the Indenture, the Bond Indentures or the Ordinance relating to the Commission's 
abUity or obUgation to make payraents of the principal or interest on the Notes or the payraent of the Bank Note or 
any Loan or the pledge of and Uen on the Revenues to secure the payraent of principal and interest on the Notes and 
the Bank Note or any Loan (each such provision, a "Payment and Collateral Obligation") or the pledge of and lien 
on the Revenues to secure the payment of the principal of and interest on the Notes and the Bank Note and the 
Loans is ruled to be null and void by a Federal court or any other court with appropriate jurisdiction or the court or 
the State or any insttumentality of the State or any other Governmental Authority with appropriatejurisdiction in a 
final nonappealable order or judgment by such court or the State or any insttumentality of the State, as appUcable, or 
(v) the Commission, by duly authorized action, publicly denies, contests or repudiates that the Commission has any 
or further liabiUty or obligation with respect to (A) the payraent of the principal of or interest on the Notes, the Bank 
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Note or any Loan or (B) any provision under the Law or the Ordinance with respect to the payment of, or the pledge 
of or lien on the Revenues to secure the payment of, the Commercial Payment Notes, the Bank Note, any Loan or 
any Payment and Collateral Obligation, 

"Loan" shall mean an Advance or a Bank Loan made by the Bank to the Comnussion pursuant to the 

Credit Agreenient. 

"Obligations" means all obUgations of the Commission to pay principal of and interest on all Loans, all 
fees and charges payable under the Credit Agreement, under the Fee Letter and under the Bank Note, and aU other 
paynient obUgations of the Commission owed to the Bank under the terms of the Credit Agreement, the Fee Letter 
or the Bank Note, 

"Payment and Collateral Obligation" has the meaning assigned to that term in the definition of Invalidity 

Event. 

"Rating Agency " nieans either or both of S&P or Moody's, 

"Related Documents" means the Credit Agreement, the Fee Letter, the Bank Note, the Indenture, the Bond 
Indentures, the Law, the Ordinance, the Boai-d of Equalization Agreement, the Notes, the Issuing and Paying 
Agency Agreement and all amendments, supplements and modifications thereto permitted thereby, 

"Revenues Secured Debt" means (a) Senior Lien Debt and (b) other Debt of the Commission payable from 
or secured by Sales Tax Revenues (including Revenues) and described in clauses (i), (iv), (v) and (ix) of the 
definition of "Debt" in the Credit Agreement (and in the case of clause (iv) of the defimtion of "Debt" in the Credit 
Agreement, excluding any lease, the obligation of which is subject to appropriation at the discretion of the 
Commission, and in the case of obligations arising under or pursuant to any Swap Contract as described in clause 
(ix) of the definition thereof only with respect to (1) Swap Conttacts that provide interest rate support and 
(2) obligations that constitute regularly scheduled payments that relate to Senior Lien Debt and other obligations 
described in clause (i) of the definition of "Debt" in the Credit Agreement) the payraent of which is secured by a 
pledge of or Lien on Sales Tax Revenues senior to or on a parity with the payment of the Notes, 

"Swap Contract" means (a) any and all rate swap ttansactions, basis swaps, credit derivative transactions, 
forward rate transactions, commodity swaps, commodity options, forward commodity contracts, equity or equity 
index swaps or options, bond or bond price or bond index swaps or options or forward bond or forwai-d bond price 
or forward bond index ttansactions, interest rate options, forward foreign exchange transactions, cap transactions, 
floor transactions, coUar transactions, currency swap transactions, cross-currency rate swap transactions, currency 
options, spot contracts, or any other similar transactions or any combination of any of the foregoing (including any 
options to enter into any of the foregoing), whether or not any such transaction is governed by or subject to any 
master agreement, and (b) any and aU transactions of any kind, and the related confirmations, which are subject to 
the terms and conditions of or governed by, any fonn of master agi-eement published by the International Swaps and 
Derivatives Association, Inc, any Intemational Foreign Exchange Master Agreement, or any other master 
agreement (any such master agi-eement, together with any related schedules, a "Master Agreement"), including any 
such obUgations or liabiUties under any Master Agreement, 
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THE BANK 

The following information has been provided by the Bank for use in securities disclosure documents. The 
Commission makes no representation regarding the accuracy or completeness thereof, or ofany infortnation in the 
documents incorporated by reference in thefollowing section. 

Certain Information Concerning The Series B Notes Bank 

Bank of America, N.A. 

Bank of America, N.A. (the "Bank") is a national banking association organized under the laws of the 
United States, with its principal executive offices located in Charlotte, North Carolina, The Bank is a wholly-owned 
indirect subsidiai-y of Bank of America Coiporation (the "Corporation") and is engaged in a general consumer 
banking, commercial banking and trust business, offering a wide range of commercial, coiporate, international, 
financial market, retail and fiduciary banking services. As of June 30, 2011, the Bank had consolidated assets of 
$1,45 trUlion, consoUdated deposits of $1,060 triUion and stockholder's equity of $176 billion based on regulatory 
accounting principles 

The Coiporation is a bank holding company and a financial holding company, with its principal executive 
offices located in Charlotte, North Carolina, Additional information regarding the Coiporation is set forth in its 
Annual Report on Forra 10-K for the fiscal year ended December 31, 2010, together with its subsequent periodic 
and current reports filed with the Securities and Exchange Commission (the "SEC). 

FiUngs can be inspected and copied at the public reference facilities maintained by the SEC at 100 F Street, 
N,E,, Washington, D,C, 20549, United States, at prescribed rates. In addition, the SEC maintains a website at 
http://www.sec,gov. which contains reports, proxy statements and other inforraation regarding registrants that file 
such information electtonicaUy with the SEC. 

The inforraation concerning the Corporation and the Bank is furnished solely to provide limited 
introductory inforraation and does not purport to be comprehensive. Such information is qualified in its entirety by 
the detaUed inforraation appearing in the referenced documents and financial statements referenced therein. 

The Bank will provide copies of the raost recent Bank of America Corporation Annual Report on Form 10-
K, any subsequent reports on Form 10-Q, and any required reports on Form 8-K (in each case as filed with the SEC 
pursuant to the Exchange Act), and the pubUcly available portions of the most recent quarterly CaU Report of the 
Bank delivered to the Comptroller of the Currency, without chai-ge, to each person to whom this document is 
delivered, on the written request of such person. Written requests should be directed to: 

Bank of America Corporate Communications 
100 North Tryon Street, 18th Floor 
Charlotte, North Carolina 28255 
Attention: Corporate Communication 

PAYMENTS OF PRINCIPAL ON THE NOTES MAY BE MADE FROM AMOUNTS ADVANCED BY 
THE BANK OF AMERICA, N,A., UNDER THE CREDIT AGREEMENT, ALTHOUGH THE CREDIT 
AGREEMENT IS A BINDING OBLIGATION OF BANK OF AMERICA, N,A., THE NOTES ARE NOT 
DEPOSITS OR OBLIGATIONS OF THE CORPORATION OR ANY OF ITS AFFILIATED BANKS AND ARE 
NOT GUARANTEED BY ANY OF THESE ENTITIES. THE NOTES ARE NOT INSURED BY THE FEDERAL 
DEPOSIT INSURANCE CORPORATION OR ANY OTHER GOVERNMENTAL AGENCY AND ARE 
SUBJECT TO CERTAIN INVESTMENT RISKS, INCLUDING POSSIBLE LOSS OF THE PRINCIPAL 
AMOUNT INVESTED, 

The delivery of this information shall not create any Implication that there has been no change in the affairs 
of the Coiporation or the Bank since the date of the most recent filings referenced herein, or that the information 
contained or refened to in this section "Certain Information Concerning The Series B Notes Bank" is correct as of 
any time subsequent to the referenced date. 



THE COMMISSION 

General 

The Conmiission was organized pursuant to the Act, Pursuant to the provisions of the Act, the Board of 
Directors of the Commission is composed of the Board of Directors (the "Boai-d") of the San Diego Association of 
Governments ("SANDAG"). On January 1, 2003, State legislation (Senate BiU 1703) took effect, which changed 
the structure of SANDAG from a Joint Powers Authority to a State-created regional government agency with a 
Boai-d of Directors consisting of voting representatives fi-om the County, and the eighteen cities within the County, 
The effect of this legislation was to make SANDAG a permanent rather than voluntary association of local 
governraents and to increase SANDAG's responsibilities and powers. Senate BiU 1703 also required the 
consoUdation of the planning, progi-anmiing, project development, and construction functions of the agencies 
currently known as San Diego MettopoUtan Transit System ("MTS") and North County Transit District ("NCTD") 
into SANDAG, This consolidation was substantially completed in October 2003. The operating functions of MTS 
and NCTD continue to be separate from SANDAG, 

The Ordinance 

As set forth in the Act, the Commission is responsible for providing improvements to the transportation 
system and other public infrastructure systems in San Diego County, To carry out this responsibility, the 
Commission adopted in 1987 the initial San Diego County Transportation Improvenient Program TransNet 
Ordinance (Cominission Ordinance 87-1 - Proposition A, 1987 (referred to herein as the "1987 Ordinance"), In 
2004, the Conmussion adopted the San Diego County Transportation Improvement Prograra TransNet and 
Expenditure Plan (Conunission Ordinance 04-01), referred to herein as the "Sales Tax Extension Ordinance," which 
provides for an extension of the retaU transactions and use tax implemented by the initial 1987 Ordinance for a 40-
year period commencing on AprU 1, 2008, The 1987 Ordinance and the Extension Ordinance each outiine a series 
of projects (herein referred to as the "Expenditure Plan") to be implemented during the term of the sales tax 
measure. In connection with implementing the Expenditure Plan, the Commission has adopted and updated a series 
of plans of finance (the "Plan of Finance"), which describe the types of projects that ai-e to be cash financed and the 
types of projects that are to be debt financed and the projected timing and amounts of such financing. On July 23, 
2010, the Commission approved the 2010 TransNet Plan of Finance update which incorporates a "robust" financial 
scenario that continues to advance to construction several projects in the Conunission's TransNet Eai-ly Action 
Progi-am (the "TransNet EAP"), The TransNet EAP (depicted in the map on page i) includes vai-ious highway and 
ttansit improvements in the Interstates 5, 15, and 805 conidors; completion of the State Route 52 and 76 projects; 
implementation of the Mid-Coast Corridor, SuperLoop, and Mid-City Rapid ttansit projects; Trolley vehicle and 
station upgrades along the Blue and Orange Lines; and double tracking improvements in the coastal rail corridor. 

Executive Staff 

The SANDAG staff serves as staff to the Conunission. Key staff members, the position held by each and a 
brief statenient of the background of each staff member is set forth below, 

Gary L. Gallegos, Executive Director, Mr, Gallegos serves as SANDAG's chief executive officer and the 
secretary of the Board of Directors of both SANDAG and the Commission. He is responsible for the overall 
management of SANDAG and the Coramission, including execution of its operational policies and procedures, the 
Boai-d approved budget, and all personnel decisions. Mr, Gallegos was appointed by the SANDAG Board to his 
present position in 2001, Prior to joining SANDAG, Mr, GaUegos held the position of Disttict Director for Calttans 
District 11, encompassing San Diego and Imperial Counties, Mr, Gallegos holds aB,S, degree in Civil Engineering 
from the University of New Mexico and is a registered civil engineer. 
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Renee Wasmund, Chief Deputy Executive Director, Ms, Wasmund's major responsibUities include 
managing the ongoing operations of SANDAG, as well as overseeing the operations of the Administration, Finance, 
Land Use and Transportation Planning, Mobility Management and Project Implementation, and Technical Services 
Departments, Ms, Wasmund also works with other local, regional. State, and federal agencies on regional planning, 
programming and implementation issues and works with local, State and federal elected officials to implement 
public poUcy, Ms. Wasmund transfened to SANDAG from MTS in 2003 as a result of the consolidation of ceitain 
regional transportation functions into SANDAG, Before being named Chief Deputy Executive Director, Ms. 
Wasmund served as the Director of Finance for SANDAG and the Commission, She was at MTS for 13 years, 
serving as the Director of Finance and Administration for ten of those years, Ms, Wasmund is a graduate of the 
University of Central Florida and is a Certified PubUc Accountant. 

Julie Wiley, General Counsel. Julie Wiley was appointed General Counsel for SANDAG and the 
Commission in September 2005. Ms, Wiley was originally hired by SANDAG as Deputy General Counsel in 
January 2001, Between 1995 and 2001, Ms. Wiley worked for private sector law firms in Colorado and California as 
a litigator and advisor for corporations and pubUc sector clients, Ms, WUey holds a Bachelors degree from the 
University of California, San Diego and a Juris Doctorate frora the University of Denver. 

Lauren Warrem, Director of Finance, Ms, Warrem serves as the chief financial officer and directs all 
financial and programming functions for SANDAG and the Commission, Ms, Wan-em ti-ansfened to SANDAG 
from MTS in 2003 as a result of the consolidation of certain regional transportation functions into SANDAG. 
Before being named Director of Finance, Ms. Warrem served as the Finance Manager for SANDAG for six years. 
She was at MTS for two years, serving as the Finance Manager and previously worked for KPMG, LLP, a certified 
public accounting firm, Ms, Warrem holds a B.S, degree in Accounting from Baker University and is a Certified 
Public Accountant, 

Jim Linthicum, Director of Mobility Management and Project Implementation, Mr, Linthicum is directiy 
responsible for the implementation of all TransNet and capital iraprovement projects under the control of the 
Commission, He is accountable for the scope, schedule, and cost of regional transportation projects and coordinates 
these efforts with federal. State, and local transportation agencies, Mr, Linthicum transferred to SANDAG from 
MTS in 2003 as a result of the consolidation of project development and construction functions into SANDAG. 
Prior to his employraent at MTS Mr. Linthicum worked for the California Department of Transportation for 24 
years. Mr. Linthicura holds a B.S, degree in Civil Engineering from Pennsylvania State University, 

Charles "Muggs" Stoll, Director of Land Use and Transportation Planning. Mr. Stoll is responsible for 
development and implementation of SANDAG's Regional Comprehensive Plan and Regional Transportation Plan 
and oversees planning and project developraent activities in the areas of transportation, public transit, land use, 
pubUc facilities, environmental management, and interregional and binational collaboration, Mr, Stoll joined 
SANDAG in April 2007 after spending more than 20 years with the California Department of Transportation at its 
San Diego District Office where he gained experience in many functional units. His career involved primarily 
project development functions, including assignments in construction as a Resident Engineer, Project Director with 
responsibUity for all phases of development of the proposed toUway portion of future State Route 125 (South Bay 
Expressway), Deputy District Director of the Environmental Division, the Disttict's Capital Program Chair Deputy, 
and an eight-week acting assignment as the Chief of Staff to the Director in SacramentOj CA, Mr, Stoll received a 
Bachelor of Science (B,S,) degree in Civil Engineering in 1983 and a Master's degree in Business Administtation 
(M,B,A,) in 1985, Both degrees were eai-ned at San Diego State University, He has been a Registered Engineer in 
the State since 1988, 
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Marney P. Cox, Chief Economist, Mi-, Cox specializes in regional economies and works with a team of 
professionals to produce SANDAG's regional growth forecasts. These forecasts are adopted by each jurisdiction in 
the San Diego region and used widely for planning purposes, Mr, Cox's additional responsibilities include 
maintaining the San Diego region's Economic Prosperity Strategy, performing financial and risk analysis for 
transportation and other public infi-astructm-e projects, and evaluating the fiscal consequences of alternative regional 
growth management polices. Mi-, Cox joined SANDAG in 1979 as a Research Analyst responsible for SANDAG 
economett-ic and statistical growth allocation models and served as Municipal Finance SpeciaUst and Senior 
Regional Planner before being promoted to his current position in 1986, Mr, Cox holds both graduate and 
undergraduate degrees in economics from San Diego State University, with an emphasis in public finance, urban 
economics and econometrics, 

Kim Kawada, TransNet and Legislative Affairs Progi-am Director, Ms, Kawada manages and directs the 
operations of the SANDAG TransNet program and federal and state legislative affairs, and oversees the Board of 
Directors and Policy Advisory Comniittee agendas. She has been involved in a number of significant transportation 
and planning initiatives in the San Diego region. She spearheaded the development of several of the agency's 
Regional Transportation Plans. She also worked with local, State, and federal officials to launch the first-ever high 
occupancy toU lanes that charge solo drivers a fee to use caipool lanes. She was responsible for the team that 
developed the first Regional Comprehensive Plan, a long-range planning framework for the San Diego region. She 
has worked at SANDAG for 16 years and previously worked for the City of Laguna Niguel, She is a graduate of 
Brown University with a Bachelors of Ai-ts in American History, 

Potential Acquisition of Southbay Expressway ToU Concession 

On July 29, 2011, the SANDAG Boai-d authorized staff and consultants to proceed with "due diUgence" 
investigation and further negotiations relating to the potential acquisition by SANDAG of the private 
owner/operator's rights and the assumption of obligations under a franchise agreement with the California 
Department of Transportation ("Calttans") to operate, raaintain and collect tolls frora the Southbay Expressway, 
The Southbay Expressway is a 9,3 mile, 4 lane toUroad located near the City of Chula Vista in the Southeastern 
portion of the County that was developed under the rights gi-anted under the franchise agreement. The private 
owner/operator of the Southbay Expressway recentiy emerged fiora federal bankruptcy protection. The purchase 
and sale of the rights and obligations under the franchise agi-eement is conditioned, among other matters, on a 
successful completion of "due diligence" review and final negotiations of a purchase and sale agreement which 
could occur by the end of 2011. 

The paities have conditionally agreed on a purchase price of $344,5 million which could be payable by 
SANDAG from cash on hand as a loan of Sales Tax Revenues, or by amending the Ordinance and Expenditure Plan 
to include the Southbay Expressway in place of another project currently in the Expenditure Plan, or a combination 
thereof The SANDAG Board will be reviewing financing options between September and November 2011, If the 
sale is completed, toll revenues collected from users of the Southbay Expressway would be the sole source of 
funding to satisfy SANDAG's obligations under one or more new agreements between it and Calttans, including the 
payment of operation, maintenance and third pai-ty debt service costs; in no event will Sales Tax Revenues be 
pledged or otherwise used for these puiposes. 

The. Commission is of the opinion that the potential purchase of the franchise rights relating to the 
Southbay Expressway will not have a material adverse effect on its abUity to pay debt service on the Bonds or 
otherwise meet its obligations under the Subordinate Indenture or the Credit Agreement. 

THE TRANSPORTATION EXPENDITURE PLAN 

On November 3, 1987, a majority of the voters approved the 1987 Ordinance authorizing the levy of a 
county-wide Vz % sales and use tax to pay for highway improvements, public transit improvements and local stteet 
and road improvements. Specific highway and public transit projects are identified in the 1987- Ordinance for 
funding. The County and each city within the County receives a base aUocation of the local stteets and road 
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improvement funds of $50,000, with the remainder distributed based on population and on miles of maintained 
roadway. 

On November 2, 2004, more than two-thirds of the voters approved the Sales Tax Extension Ordinance 
which among other things provided for a 40-year extension of the Sales Tax. The Sales Tax Extension Ordinance 
authorized continuance of the expenditure of the Sales Tax for major highway and tt-ansit capital improvement 
projects and local street and road improvements. In addition, a portion bf the Sales Tax was authorized to be 
expended for habitat-related environmental mitigation activities required in the implementation of the major 
highway, transit and regional ai-terial and local street and road improvements identified in the Sales Tax Extension 
Ordinance, as well as a bicycle, pedestrian and neighborhood safety program. 

RISK FACTORS 

Economy of the County and the State 

The Notes are secured by a subordinate pledge of Sales Tax Revenues. The level of Sales Tax Revenues 
coUected at any time is dependent upon the level of retail sales within the County, which level of retaU sales is, in 
turn, dependent upon the level of econoraic activity in the County and in the State generally. The economy of the 
County, as well as the rest of the country, recentiy experienced in a recession as evidenced by a decrease in Sales 
Tax Revenues, an increased uneraployment rate, a probable decrease in total personal incorae and taxable sales, a 
drop in residential building permits, a decline in the rate of home sales and the median price of single-family homes 
and condominiums, an increase in notices of default on mortgage loans secured by homes and condominiums and an 
increase in foreclosures resulting from such defaults. This recession ended in July 2009 and the national, state and 
local economies have exhibited signs of stabilizations and slow growth. During the raost recent fiscal year, FY2011, 
Sales Tax Revenue received by the Commission increased by 8.36%. However, the domestic and international 
recession had and may continue to have negative repercussions upon the County, State, national and global 
economies, including reduced revenues for government, increased uneraployment, a scarcity of credit, lack of 
confidence in the financial sector, extreme volatiUty in the financial markets, reduced business activity, increased 
consumer bankruptcies, and increased business failm-es and bankruptcies. On Februai-y 17, 2009, President Obama 
signed the American Recovery and Reinvestment Act of 2009 ("ARRA"), This $787 billion economic stimulus 
measure consisted of a combination of tax cuts and government spending on public works projects, education, health 
care, energy and technology. Congress, the Federal Reserve Board and other agencies of the federal government 
and foreign governments have taken various actions that are designed to enhance liquidity, improve the performance 
and efficiency of credit markets and generally stabiUze securities markets and stimulate spending. There can be no 
assurance these actions will be effective. As a result, any substantial deterioration in the level of economic activity 
within the County or in the State could have a material adverse impact upon the level of Sales Tax Revenues and 
therefore upon the ability of the Commission to pay principal of and interest on the Series 2008 Bonds, For 
information relating to economic conditions within the County and the State see APPENDIX A - "INFORMATION 
REGARDING THE COUNTY OF SAN DIEGO." 

The Sales Tax 

With limited exceptions, the Sales Tax is imposed upon the same transactions and items subject to the sales 
tax levied statewide by the State, The State Legislature or the voters within the State, through the initiative process, 
could change pr limit the ttansactions 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. For a further 
description of the Sales Tax, see "THE SALES TAX." 

Proposition 218 

On November 5, 1996, voters in the State approved an initiative known as the Right to Vote on Taxes Act 
("Proposition 218"). Proposition 218 added Articles XIIIC and XUID to the California Constitution, Article XIIIC 
requires majority voter 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 government, which is defined to include 
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local or regional governmental 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 Ai-ticle XIIIC, However, Ai-ticle XIIIC also 
removes Umitations that may have appUed to the voter initiative power with regard to reducing or repealing 
previously authorized taxes. In the opinion of the Conmiission, however, any attempt by the voters to use the 
initiative provisions under Proposition 218 to rescind or reduce the levy and collection of the Sales Tax in a manner 
which would prevent the payinent of debt service on the Series 2008 Bonds would violate the Impaimient Clause of 
the United States Constitution and, accordingly, would be precluded. However, it is likely that the inteipretation and 
appUcation of Proposition 218 will ultimately be determined by the courts. 

Further Initiatives 

Proposition 218 was adopted as a measure that qualified for the ballot pursuant to the State's initiative 
process. From time to time other initiative measures could be adopted, which may affect the Conmiission's ability 
to levy and collect the Sales Tax, 

No Acceleration Provision 

The Indenture does not contain a provision allowing for the acceleration of the Notes in the event of a 
default in the payment of principal and interest on the Notes when due. In the event of a default by the Commission, 
each Holder of a Note will have the rights to exercise the remedies, subject to the limitations thereon, set forth in the 
Indenture, See APPENDIX D - "DEFINITIONS AND SUMMARY OF THE LEGAL DOCUMENTS," The 
amortization period applicable to the Notes purchased from Advances made pursuant to the Credit Agreement, 
however, may be accelerated under certain circumstances. The Commission's obligation to reimburse the Series B 
Notes Bank on account of the purchase of any of the Commission's Notes pursuant to the Credit Agreement may, 
under specified circumstances, be paid over a period of three years, and may, under certain circumstances, become 
immediately due and payable on the ninety-first (91st) day following the date on which such Note was purchased 
with proceeds of an Advance under the Credit Agreement, 

In addition, the Series 2008 Bonds are supported by liquidity facilities. The amortization period applicable 
to Series 2008 Bonds that have become 2008 Liquidity FacUity Bonds may be accelerated under certain 
circumstances. The Commission's obligation to redeemed Bonds purchased by the providers of the liquidity 
facilities supporting the Series 2008 Bonds on account of the purchase, with proceeds of such liquidity facilities, of 
any of the Series 2008 Bonds tendered for purchase and not successfully remarketed may, under specified 
circumstances, be paid over a period of five yeai-s or, if earlier, by no later than the last day of the purchase period 
provided for in such liquidity facilities, and may, under certain circumstances, become immediately due and payable 
on the one hundred eightieth (180*) day foUowing the date on which any Series 2008 Bond became a 2008 
Liquidity Facility Bond, The liquidity facilities supporting the Series 2008 Bonds are not a source of funds for the 
payment of the principal of or interest on the Senior Lien Debt or the Notes. 

Loss of Tax Exemption 

As discussed under "TAX MATTERS," interest on the Notes could become includable in federal gross 
income, possibly from the date of issuance of the Notes, including as a result of acts or omissions of the 
Comnussion subsequent to the issuance of the Notes or changes in tax law. Should interest become includable in 
federal gross income, the Notes are not subject to redemption by reason thereof and will reraain outstanding until 
maturity or earlier redemption. 

Limitations of the Credit Agreement and Related Risks 

The abiUty to obtain funds under the Credit Agreenient in accordance with its terms may be limited by 
federal or state law. Bankruptcy, conservatorship, receivership and similar laws governing financial institutions may 
prevent or restrict payment under the Credit Agreement, The ratings on the Notes depends on the ratings of the 
Bank; accordingly, the ratings on the Notes could be downgraded or withdrawn if the Bank was to be downgraded, 
placed on credit watch or have their credit suspended or withdrawn or were to refuse to perform under the Credit 
Agreement, 
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The obligation of Bank under the Credit Agreeraent to advance funds to enable the Cominission to pay 
Notes is subject to the conditions and limitations set forth therein, and is also subject to all rights and defenses 
available to contracting parties generaUy, The Credit Agi-eement is not a guai-anty to pay the principal of the Notes 
at maturity. The Credit Agreement is a general contract subject to certain conditions and limitations, and is not a 
letter of credit. Purchasers of the Notes should consult their legal counsel for an explanation of the differences 
between a general contract and a letter of credit or guaranty. The inforraation set forth in this Offering 
Memorandum is included as a summary of selected differences and does not puiport to be complete or definitive. 

In general, a letter of credit is an independent, special contract by a bank to pay a third pai-ty such as a bond 
trustee holding the letter of credit for the benefit of owners of bonds. Banks ai-e required by law to honor their 
letters of credit except in specified circumstances. If a dispute were to develop between a bank and its borrower, 
except in limited circumstances, the dispute should not jeopardize payment under the letter of credit because (a) the 
letter of credit would be independent of the disputed contract between the borrower and the bank and (b) the 
beneficiary of the letter of credit (typically, the bond trustee) would have direct rights under the letter of credit. 
Further, and although there are defenses to payment of letters of credit, such defenses are liinited by law to specified 
circurastances. 

In contrast, the Credit Agi-eeraent is a general contract only. No law expressly requires performance of the 
conttact, although the non-breaching party would be entifled to aUowable damages if there were a breach of 
conttact. Although the Trustee is authorized to draw funds in accordance with the Credit Agreement, the Bank has 
no independent obUgation to the Trustee, If a dispute were to develop, the Bank will have aU defenses allowed by 
law or in equity to their payment under or other performance of the Credit Agreement, including but not Umited to 
disputes (whether vaUd or not) regarding the authority of any party to enter into or perform the Credit Agreement, 
Laws regarding conttacts allow more of such defenses than laws regarding letters of credit do. 

Either of the Bank or the Commission raay seek to have any future dispute resolved in court and appealed 
to final judgment before the Bank performs under the Credit Agreement. Further, even if the Cominission were to 
prevail against the Bank, a court would not necessarily order the Bank to perform under the Credit Agreement; it 
could instead award daraages for breach of contract to the Commission. Any such award would not necessarily be 
in an amount sufficient to pay the principal of the Notes, See "THE LINE OF CREDIT." 

Impact of Bankruptcy ofthe Commission 

The Coramission may be qualified to file a petition under Chapter 9 of the United States Banki-uptcy Code 
("Chapter 9") under certain circumstances. The Cominission has no plans to do so. However, if the Commission 
were to do so, under Chapter 9, the pledge of the Sales Tax Revenues is fully enforceable only if a bankruptcy court 
determines that the Sales Tax Revenues ai-e "Special Revenues" under Chapter 9 and that the pledge is valid and 
binding under Chapter 9, If a banki-uptcy court were to hold the Sales Tax Revenues not to be "Special Revenues" 
or that the pledge of the Sales Tax Revenues was unenforceable under Chapter 9, then the owners of the Notes 
would no longer be entifled to any special priority to the Sales Tax Revenues and may be treated as general 
unsecured creditors of the Commission as to the Sales Tax Revenues. The same issue may be applicable to the 
pledge of the Subsidy Payments in favor of the Series 2010 Bonds, 

Furthermore, since the obUgations of the Comnussion under the Indenture, including its obligation to pay 
principal of and interest on the Notes, are limited obUgations and are payable solely from Sales Tax Revenues and 
certain other araounts held by the Trustee under the Indenture, including the Subsidy Payments with respect to the 
Series 2(110 Bonds, if the Commission filed a petition for banki-uptcy under Chapter 9, the owners of the Notes 
would have no recourse to any assets or revenues of the Commission other than Sales Tax Revenues and such other 
amounts. 

Risks Relating to Build America Bonds 

The Commission must comply with certain requireraents of the Internal Revenue Code of 1986, as 
amended (the "Code") in order for the 2010 Series A Bonds to be treated as qualified bonds and to continue to be 
eUgible for the Subsidy Payments, The Commission has covenanted to comply with each of these requirements. 
However, faUure by the Commission to comply with these requirements raay result in a delay or forfeiture of all or a 
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portion of the Subsidy Payments and may cause the 2010 Series A Bonds to cease to be treated as quaUfied bonds 
either prospectively from the date of determination of a failure to coinply with the requirenients or rettoactively to 
the date of execution and delivery of the 2010 Series A Bonds. Should such an event occur, the 2010 Series A 
Bonds are not subject to exttaordinary redemption and wUl remain outstanding untU maturity or eai-Uer optional or 
mandatory sinking fund redemption. In the event the Commission is not eUgible for the Subsidy Paynients, under 
the terms of the Indenture the Conunission has pledged Sales Tax Revenues and is obligated to pay principal and 
interest on the Series 2010 Bonds, 

In addition, it is important to note that Bmld America Bonds are a new product introduced by ARRA, As 
such, the Commission can provide no assurance that future legislation or clai-ifications or amendments to the Code, 
if enacted into law, or future court decisions wiU not reduce or eliminate the Subsidy Payments with respect to the 
2010 Series A Bonds, In such event, the 2010 Series A Bonds would be subject to redemption prior to their 
maturity. The Subsidy Payments do not constitute a full faith and credit guarantee of the United States government, 
but are reqmred to be paid by the Treasury under ARRA. Accordingly, no assurance can be given that the Treasury 
will make payment of the Subsidy Paynients in the amounts that the Cominission expects to receive, or that such 
payments wUl be made in a timely manner. If the Commission is obUgated to issue refunding obligations in order to 
redeem the 2010 Series A Bonds prior to their niaturity, the Commission would be subject to the various risks 
attendant to issuance of refunding obligations, including higher-than-desU-ed interest rates and duplicative 
transaction costs. 

ABSENCE OF MATERIAL LITIGATION 

No litigation is pending,- or to the best knowledge of the Commission, threatened, against the Commission 
concerning the validity of the Notes. The Conunission is not aware of any litigation pending or threatened against 
the Commission questioning the political existence of the Comnussion or contesting the Commission's abiUty to 
impose and collect tlie Sales Tax, 

TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP Bond Counsel to the Commission ("Bond Counsel"), 
based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other 
matters, the accuracy of certain representations and compUance with certain covenants, interest on the Notes, when 
issued in accordance with the Subordinate Indenture, the Issuing and Paying Agent Agreement and the Master Tax 
Certificate of the Commission, dated the date of the Bond Counsel opinion (the "Tax Certificate"), is excluded from 
gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the "Code") 
and is exempt from State of California personal income taxes. In the further opinion of Bond Counsel, interest on 
the Notes is not a specific preference item for puiposes of the federal individual or corporate alternative minimum 
taxes, although Bond Counsel observes that such interest is included in adjusted current eai-nings when calculating 
corporate alternative minimum taxable income, A complete copy of the proposed form of opinion Bond Counsel is 
set forth in Appendix E hereto. 

Notice 94-84,1994-2CB, 559, states that the Internal Revenue Service (the "IRS") is studying whether the 
amount of the payment at niaturity on short-term debt obUgations (i,e,, debt obligations with a stated fixed rate of 
interest which mature not more than one year from the date of issue) that is excluded from gross income for federal 
income tax puiposes is (i) the stated interest payable at maturity or (ii) the difference between the issue price of the 
short-term debt obUgations and the aggi-egate araount to be paid at maturity of the short-tei-m debt obligations (the 
"original issue discount"). For this purpose, the issue price of the short-term debt obUgations is the first price at 
which a substantial aniount of the short-term debt obligations is sold to the public (excluding bond houses, brokers, 
or similai- persons or organizations acting in the capacity of Dealer, placement agents or wholesalers). UntU the IRS 
provides further guidance with respect to tax-exempt short-term debt obUgations, taxpayers may treat either the 
stated interest payable at maturity or the original issue discount as interest that is excluded frora gross income for 
federal income tax purposes. However, taxpayers must treat the amount to be paid at niaturity on aU tax-exempt 
short-term debt obUgations in a consistent manner. Prospective pui-chasers of Notes should consult their own tax 
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advisors with respect to the tax consequences of ownership ofNotes if the prospective purchaser elects original issue 
discount treatment. 

Notes purchased, whether at original issuance or otherwise, for an amount higher than their principal 
amount payable at maturity (or, in some cases, at their earlier call date) ("Premium Notes") will be treated as having 
amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of notes, like 
the Premium Notes, the interest on which is excluded from gross income for federal income tax purposes. However, 
the amount of tax-exempt interest received, and a Holder's basis in a Premium Note, wUl be reduced by the amount 
of amortizable bond preinium properly allocable to such Holder. Holders of Premium Notes should consult their 
own tax advisors with respect to the proper treatment of araortizable bond preraium in their particular circumstances. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross 
income for federal income tax puiposes of interest on Pbligations such as the Notes, The Commission has made 
certain representations and covenanted to comply with certain restrictions, conditions and requirements designed to 
ensure that interest on the Notes will not be included in federal gross income. Inaccuracy of these representations or 
failure to comply with these covenants raay result in interest on the Notes being included in gross income for federal 
income tax purposes, possibly from the date of original issuance of the Notes, The opinion of Bond Counsel 
assumes the accuracy of these representations and compliance with these covenants. Bond Counsel has not 
undertaken to determine (or to inform any person) whether any actions taken (or not taken), or events occumng (or 
not occumng), or any other matters coming to Bond Counsel's attention after the date of issuance of the Notes may 
adversely affect the value of, or the tax status of interest on, the Notes, Accordingly, the opinion of Bond Counsel is 
not intended to, and may not, be relied upon in connection'with any such actions, events or matters. 

Although Bond Counsel is of the opinion that interest on the Notes is excluded from gross income for 
federal income tax purposes and is exempt from State of Califoriiia personal income taxes, the ownership or 
disposition of or the accrual or receipt of interest on, the Notes may otherwise affect a Holder's federal, state or 
local tax liability. The nature and extent of these other tax consequences depends upon the particular tax status of 
the Holder or the Holder's other items of income or deduction. Bond Counsel expresses no opinion regai-ding any 
such other tax consequences. 

The opinion of Bond Counsel described herein shall be deeraed deUvered and in effect by Bond Counsel as 
to any Note issued after the date of such opinion, to the extent that, at the date of issuance of such Note: (i) there is 
no change in applicable existing federal or State of California law after the date of such opinion; (ii) the provisions 
of the Amended and Restated Subordinate Indenture, in so fai- as such provisions affect the terms and conditions 
pursuant to which Notes are issued and held, have not been materially amended or supplemented after the date of 
such opinion; (iii) the representations and covenants of the parties contained in the Amended and Restated 
Subordinate Indenture, the Amended and Restated Issuing and Paying Agent Agreement, the Tax Certificate and 
certain certificates dated the date of the opinion of Bond Counsel and delivered by authorized officers of the 
Comraission remain true and accurate and are compUed with in all material respects; and (iv) no litigation affecting 
the issuance or validity of the Notes is pending at the time of delivery of any such Notes, 

Cunent and future legislative proposals, if enacted into law, clarification of the Code or court decisions 
may cause interest on the Notes to be subject, directiy or indirectiy, to federal income taxation or to be subject to or 
exempted from state income taxation, or otherwise prevent Beneficial Owners from reahzing the full cunent benefit 
of the tax status of such interest. As one example, on September 12, 2011, the Obama Administration announced a 
legislative proposal entitled the American Jobs Act of 2011, For tax years beginning on or after January 1, 2013, the 
American Jobs Act of 2011 generally would lirait the exclusion from gross income of interest on obligations Uke the 
Notes to some extent for taxpayers who are individuals and whose incorae is subject to higher marginal income tax 
rates. The introduction or enactment of any such legislative proposals, clarification of the Code or court decisions 
may also affect the mai-ket price for, or marketability of, the Notes. Prospective purchasers of the Notes should 
consult their own tax advisors regarding any pending br proposed federal or state tax legislation, regulations or 
litigation, as to which Bond Counsel expresses no opinion. 

The opimon of Bond Counsel is based on cunent legal authority, covers certain matters not direcfly 
addressed by such authorities, and represents Bond Counsel's judgment as to the proper tteatment of the Notes for 
federal income tax puiposes. It is not binding on the IRS or the courts. Furthermore, Bond Counsel cannot give and 
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has not given any opinion or assurance about the activities of the Conunission after the date of such opinion, or 
about the effect of changes in the Code after the date of such opinion, the applicable regulations, the interpretation 
thereof or the enforcement thereof by the IRS, The Conunission has covenanted, however, to comply with the 
requirenients of the Code, 

The IRS has an ongoing program of auditing tax-exempt obUgations to determine whether, in the view of 
the IRS, interest on such tax-exempt obligations is includable in the gross income of the owners thereof for federal 
income tax purposes. Bond Counsel is not obligated to defend the Commission or the Holders regarding the tax-
exempt status of the Notes in the event of an audit examination by the IRS. Under current procedures, parties other 
than the Comnussion and their appointed counsel, including the Holders, would have littie, if any, right to 
pai-ticipate in the audit examination process. Moreover, because achieving judicial review in connection with an 
audit examination of tax-exempt notes is difficult, obtaining an independent review of IRS positions with which the 
Conunission legitimately disagi-ees, may not be practicable. Any action of the IRS, including but not Umited to 
selection of the Notes for audit, or the course or result of such audit, or an audit of notes presenting similai- tax issues 
may affect the market price for, or the mai-ketabUity of the Notes, and may cause the Commission or the Holders to 
incur significant expense, 

RATINGS 

The Series B Notes have been assigned a rating of "P-l" by Moody's Investors Service and are expected to 
be assigned a rating of "A-l-^" by Standard & Poor's Ratings Services based on the understanding that the Series B 
Notes Bank will provide the Liquidity Facility in connection with the issuance of the Series B Notes, Certain 
information was supplied by the Conmussion to Moody's Investors Service and Standard & Poor's Ratings Services 
to be considered in evaluating the Notes. The ratings reflect only the views of such rating agencies and any 
explanation of the significance of such ratings should be obtained from the rating agencies. There is no assurance 
that any rating will be retained for any given period of time or that the same wUl not be revised downward or 
withdrawn entirely by either rating agency if in its judgment, circumstances so warrant. Any such downwai-d 
revision or withdrawal of the ratings may have an adverse effect on the market price of the Notes, 

LEGALITY FOR INVESTMENT IN CALIFORNIA 

Under provisions of the Act, the Notes ai-e legal investments in California for all ttust funds, funds of 
insurance companies, commercial and savings banks, trust companies and State school funds and are eligible to 
secure deposits of public moneys. 

THE DEALER 

The Conunission has appointed Citigroup Global Mai-kets Inc, as Dealer with respect to the offering and 
sale of the Series B Notes pursuant to the Series B Dealer Agreement. The Dealer Agreement, among other things, 
does not requhe the Dealer to purchase the Notes, Furthermore, pursuant to the Dealer Agreenient, the Dealer may 
resign or be replaced by the Conmiission. 
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FINANCIAL ADVISOR 

Public Financial Management Inc, San Francisco, California, serves as Financial Advisor to the 
Commission with respect to the sale of the Notes, The Financial Advisor has not conducted a detailed investigation 
of the affairs of the Commission to determine the completeness or accuracy of this Offering Memorandum. Because 
of its limited participation, the Financial Advisor has not independently verifled any of the data contained herein and 
has no responsibility for the accuracy or completeness thereof 

OTHER MATTERS 

This Offering Memorandum is not to be consti-ued as a contract or agreement between the Commission and 
the purchasers, holders or Beneficial Owners of any of the Notes. . Any statements made in this Offering 
Memorandum involving matters of opinion, whether or not expressly so stated, ai-e intended merely as an opinion 
and not as representations of fact. The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Offering Memorandum nor any sale made hereunder shall, under any 
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APPENDIXA 

INFORMATION REGARDING THE COUNTY OF SAN DIEGO 

Set forth below is certain information with respect to the County of San Diego (the "County"). 
Such information was obtained from the County and from sources the Commission beheves to be reliable 
as of the latest date when such information was available. The Commission takes no responsibility for 
the accuracy or completeness of such information. 

ECONOMIC AND DEMOGRAPHIC INFORMATION 

General 

The County is the southernmost major mettopoUtan area in the State of California (the "State"). The 
County covers 4,261 square 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 is approximately the size of the State of Connecticut, 

The topography of the County varies from broad coastal plains and fertile inland vaUeys to mountain 
ranges in the east which rise to an elevation of 6,500 feet. Eastern slopes of these mountains form the rim of the 
Anza-Bon-ego Desert and the Imperial VaUey. The Cleveland National Forest occupies much of the interior portion 
of the County. The climate is stable in the coastal and valley regions where most of the population and resources ai-e 
located. The average annual rainfall in the coastal areas is approximately 10 inches. 

The County possesses a diverse economic base consisting of high technology, manufacturing, tourism, 
agriculture, government and the largest uniformed military presence in the nation, which contributed approximately 
$16.10 bfllion during federal fiscal year 2008 to the County's economy, 

PETCO Park, located in the City of San Diego, provides a 42,000 fixed seat baseball stadium for the San 
Diego Padres, PETCO Park is located in a 26-block neighborhood that contains existing and proposed hotels, office 
space, retail and housing units within walking 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 San Diego Convention Center includes 2,6 miUion total gross square feet and plans are in progress to 
expand the Convention Center into the neai-by bayfront area. PreUminary estimates from the San Diego Convention 
Center Corporation indicate that the Convention Center generated approximately $1,5 Billion in calendar year 2009 
in total economic impact (direct and indkect spending). 

The County is also growing as a major center for culture and education. Over 30 recognized art 
organizations, including the San Diego Opera, the Old Globe Theatte productions, the La Jolla Chamber Orchestta, 
as weU as museums and ait gaUeries, are located in the County, Higher education is provided through five two-year 
colleges and six four-year colleges and universities. 

In addition to the City of San Diego, other principal cities in the County include Cai-lsbad, Chula Vista, 
Oceanside, El Cajon, Escondido, San Marcos, and Vista, Most County residents Uve within 20 mUes of the coast, 
Fai-ther inland are agi'icultural ai-eas, principally planted in avocados and tomatoes, while the easternmost portion of 
the County has a dry, desert-like topography. 
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Population 

There are 18 incoiporated cities in the County, and a number of unincoiporated communities. 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 2011 was estimated to be approxiraately 3,118,876, making it the second largest County by population 
in California, As of July 1, 2009, the U,S. Census Bureau ranked San Diego County the seventeenth largest 
Metropolitan Statistical Ai-ea in the United States, The 2009 population increased 1.1% from 2008, By the year 
2020, the County's population is projected to exceed 3,5 milUon, 

The foUowing table shows changes in the population in the County, the State and the United States for the 
years 1996 to 2011. 

POPULATION*" 
(In Thousands) 

Year 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 

San Diego 
County 
2,621 
2,653 
2,703 
2,751 
2,813 
2,849 
2.890 
2,927 
2.953 
2.967 
2.976 
2.998 
3.032 
3.064 
3.091 
3.095 

Percent 
Change 
0,31% . 
1,23 
1,88 
1,78 
2,25 
1,28 
1.44 
1.28 
0,89 
0,47 
0,30 
0,74 
1.13 
1.06 
0.88 
0.13 1) 

State of 
California 
31,837 
32,207 
32,657 
33,140 
33,873 
34,256 
34.725 
35,163 
35.570 
35.869 
36.116 
36.399 
36.704 
37.996 
36.223 
36.253 

Percent 
Change 

0,70% 
1,16 
1,40 
1,48 
2,22 
1,13 
1,37 
1,265 
1,16 
0,84 
0,68 
0,78 
0.84 
0.80 
0.61 
0.08(1) 

United States® 
265,229 
267,784 
270,248 
272,691 
282,193 
285,107 
287.985 
290,850 
293.657 
296.410 
299.398 
301.140 
304.374 
307.006 
308.745*̂ ^ 

(3) 

Percent 
Change 

0.96% 
0.92 
0,90 
0,90 
3,48 
1,03 
1,01 
0,99 
0,96 
0,94 
1,01 
0,58 
0,96 
0,86 
0.56 

Sources: State of California Department of Finance; U.S, Bureau of the Census 
'" As of January 1 of the year shown, except for 2000 Census (AprU 1, 2000) and 2010 Census (AprU 2010). 
'̂ * As of July 1 of the year shown. 
*̂ ' Nationaldatafor July 1,2011 not yet available. 
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Employment 
The County's total labor force, the nuniber of persons who work or ai-e avaUable for work, during July 2011 

was approximately 1,578,500, The number of employed workers in the labor force averaged approximately 
1,412,100, The following table sets forth information regarding the size of the civUian labor force, employment and 
unemployment rates for the County, the State and the United States for the full years 2006 through 2010, The last 
colunm of the table indicates the civiUan labor force, employment and unemployment rates for the County, the State 
of California and the Nation through July of 2011, 

CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT'̂  
ANNUAL AVERAGES 2006-2011 

By Place of Residence 
(In Thousands) 

County of San Diego 
Labor Force 
Employment 
Unemployment Rate 

State of California 
Labor Force 

. Employment 
Unemployment Rate 

United States 
Labor Force 
Employment 
Unemployinent Rate 

2006 

1,499,9 
1,440,4 

4.0% 

17,901,9 
17,029,3 

4.9% 

151,428.0 
144,427.0 

4.6% 

2007 

1,518.3 
1,449.5 

4,5% 

17,970.8 

17,011,0 
5.3% 

153,124,0 
146,047 

4.6% 

2008 

1,547,3 
1,455,1 

6,0% 

18,251,6 

16,938,3 
7,2% 

154,287,0 

145,362,0 
5,8% 

2009 

1,554,1 
1,404,5 

9,6% 

18,250,2 

16,163,9 
11.4% 

154,142,0 

139,877.0 
9,3% 

2010 

1,558,2 

1,393.9 
10.5% 

18,280.4 

16,051.2 
12.2% 

154,767,0 

139,882,0 
9,6% 

2011** 

1,578,50 
1,412,10 

10,5% 

18,131,70 

15,874,80 
12,4% 

153,228,00 
139,296,00 

9,1% 

Sources: County and State Data - California Employment Development Department; National Data - U,S. 
Depai-tment of Labor, Bureau of Labor Statistics, 

* Data not seasonally adjusted; March 2010 benchmark, 
** Asof July 2011, 
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The following table sets forth the annual average employment within the County by employment sector for 
2005 through 2010. Industty employment in the County has decreased by a total of 63,000 jobs since 2005. The 
largest growth industries were: education and health sciences; leisure and hospitaUty; and government. During the 
years profiled, these industries gained a total of 40,600 jobs. The largest growth occurred in education and health 
sciences (24,600 jobs), 

SAN DIEGO COUNTY 
LABOR FORCE AND INDUSTRY EMPLOYMENT 

ANNUAL AVERAGES 
2005-2010 

Employment Sector 

Total, AU Industries 
Agriculture 
Natural Resources & Mining 
Construction 
Manufacturing 
Trade, Transportation & Utilities 

Wholesale Trade 
Retail Trade 
Transportation, Warehousing 
& Utihties 

Information 
Financial Activities 

Finance & Insurance 
Real Estate, Rental & Leasing 

Professional & Business Services 
•Education & Health Services 
Leisure & Hospitality 
Other Services 

Government 

2005 

1,292,800 
10,700 

400 
90,800 

104,500 
219,400 
43,600 

147,400 

28,400 
32,600 
83,200 
53,500 
29,700 

215,300 
122,500 
149,600 
48,800 

215,000 

2006 

1,312,500 
10,900 

500 
92,700 

103,900 
222,000 
45,100 

148,200 

28,700 
31,700 

• 83,700 
53,200 
30,500 

219,200 
125,100 
156,500 
48,400 

217,900 

2007 

1,319,700 
10,900 

400 
87,000 

102,500 
222,300 
45,500 

148,000 

28,800 
31,300 
80,300 
50,200 
30,100 

223,000 
129,500 
161,800 
48,300 

222,400 

2008 

1,309,300 
10,500 

400 
76,100 

102,800 
215,900 
44,900 

142,000 

29,000 
31,400 
75,200 
46,000 
29,200 

222,200 
137,300 
164,000 
48,400 

225,100 

2009 

1,240,900 
9,500 

400 
61,100 
95,300 

199,600 
40,600 

131,600 

27,400 
28,200 
69,800 
43,300 
26,500 

205,900 
144,300 
154,800 
46,800 

225,200 

2010 

1,229,800 
9,700 

. 400 
55,500 
92,400 

196,700 
39,200 

130,000 

27,500 
25,200 
67,100 
41,400 
25,700 

207,900 
147,100 
154,600 
47,200 

226,000 

Source: California Employment Development Depaitment, 
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Regional Economy 

The table below sets forth the County's Gross Metropolitan Product, which is an estimate of the value for 
all goods and services produced in the region, from 2002 through 2011, 

COUNTY OF SAN DIEGO 
GROSS METROPOLITAN PRODUCT 

2002-2011 

Annual Percent Change 
Constant Dollars* 

San Diego 

5.3% 
3.9% 
5,2 
3,9 
2,2 
1.7 
1.4 

(2,4) 
1,9 
2.1 

Sources: 2001-2009 Data - Bureau of Economic Analysis; U.S. Department of Commerce; 2010-201 IData - National 
University System Institute for Policy Research; reflects data as of August 2011 

* Adjusted using the GMP/GSP/GDP Implicit Price Deflator. 
'" Forecast. 

Economic activity and population growth in the local economy are closely related. Helping to sustain the 
County's economy is the performance of many industries including Biotechnology, Wireless Communications, 
Defense Manufacturing and Unifoi-med Personnel, and Leisure and Hospitality. The U.S. Department of Defense 
contt-ibuted about $16.1 billion to the local economy, during 2008, through wages paid to the uniformed militai-y and 
civilian personnel, and for equipment and services purchased from local businesses. The military presence in the 
County is anticipated to remain relatively stable and may increase due to the consolidation of militai-y operations and 
facilities from elsewhere in California, the West, and throughout the United States, 

Building Activity 

Annual total building permit valuation and the annual unit total of new residential permits from 2O07 
thi-ough June of 2011 ai'e shown in the following table. 

Year 

2002 
2003 
2004 
2005 
2006 

. 2007 
2008 
2009 
2010 
2011"> 

Gross Metropolitan 
Product 

(In BiUions) 
$123.2 

130.9 
141.5 
151.6 
159.8 
167.1 
172.4 
171.5 
176.0 
182.6 

Cunent DOUE 
San Diego 

7,7% 
6,3% 
8,1 
7,1 
5,4 
4,5 
3,2 

(0,5) 
2,6 
3,8 
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COUNTY OF SAN DIEGO 
BUILDING PERMIT ACTIVITY 

2007-June 2011 
(In Thousands) 

2007 2008 

Valuation: 
Residential 
Non-Residential 
Total 

New Housing Units: 
Single Family 
Multiple Family 
Total 

$1,852,381 
SI.416.823 
$ 3,269,204 

3,503 
3,942 
7,445 

$1,339,204 
$1,061,841 
$2,401,045 

2,347 
2,806 
5,153 

Source: Construction Industry Reseai-ch Boai-d, 
•̂ Thi-ough June of 2011. 

• 2009 

$464,005 
$344.084 
$808,089 

•936 
•742 
1,678 

2010* 

$974,490 
$658,867 

$1,633,357 

2,254 
1,092 
3,346 

20II* 

$733,889 . 
$595.475 

$1,329,364 

1,326 
1,575 
2,901 

Commercial Activity 

Consumer spending for 2009 resulted in approximately $9,7 billion in taxable sales in the County, The 
following table sets forth information regarding taxable sales in the County for the years 2006 through 2010, 

Tvoe of Business 

Apparel Stores 
General Merchandise 
Specialty Stores'̂ * 
Food Stores 
Eating and Drinking 
Establishments 
Home 
Furnishings/Applian 

ees 
Building Materials Automotive 

Service Stations'̂ * 
All Other Retail 
Stores 
Business and 
Personal Services 
All Other Outlets 
TOTAL ALL 

OUTLETS 

2006 

$1,909,011 
5,594,621 
4,926,656 
.1,928,274 
4,521,392 

1,511,389 

3,331,161 
9,819,932 

_ 
1,076,631 

2,302,057 

10,914.390 
$47,835,514 

COUNTY OF SAN DIEGO 
TAXABLE SALES 

2006-2010 
(In Thousands) 

2007 

$ 2,034,512 
5,673,538 

-
1,994,237 
4,784,500 

1,420,933 

2,768,385 
6,321,987 

3,755,121 
5,285,332 

2,298,265 

11,149.178 
. $47,485,988 

2008 

$ 2,205,568 
5,305,252 

-
1,868,466 

• 4,869,497 

1,590,329 

2,183,006 
5,010,084 

4,154,465 
4,529,006 

2,255,309 

11.358,155 
$45,329,136 

2009 

$2,560,683 
4,254,037 

-
1,934,812 
4717,292 

2,024,448 

1,841,740 
4,196,256 

3,153,090 
1,405,774 

(4) 

11.770.139 
$39,728,657 

2010'« 

$581,935 
967,426 

-
.451,280 

1,154,696 

192,590 

492,022 
1,055,566 

840,246 
. 318,113 

(4) 

2,795.963 
$9,570,811 

Source: Califomia State Board of Equalization, Taxable Sales in California. 
(1) Inforraation available through First Quarter of 2010 only, 
(2) After 2006, data for the Specialty Stores Group was included in the category for All Other Retail Stores, 
(3) After 2006, Service Stations became a sepai-ate category and were not included in the Automotive Category, 
(4) After 2008, category for Business and Personal Services was discontinued. 
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Personal Income 

The foUowing table summarizes the median household income for the County, the State, and the United 
States between 2003 and 2009. In 2009, the median household income for the County of San Diego was $60,231. 

MEDLVN HOUSEHOLD INCOME*̂  
2003 through 2009<̂ * 

Year 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

San Dieao Countv 

$ 49,886 

51,012 

56,335 

59,591 

61,794 

63,026 

60,231 

California 

$ 50,220 

51,185 

53,629 

56,645 

59,948 

61,021 

58,931 

United States 

$ 43,564 

44,684 

46,242 

48,451 

50,740 

52,029 

50,221 

Som-ce: U.S. Census Bureau - Economic Chai-acteristics - America Community Survey. 
(1) Estimated in inflation-adjusted doUai-s, 
(2) Data for 2010 is not currentiy available. 

Transportation 

Surface, sea and air transportation facilities serve County residents and businesses. Interstate 5 pai-allels the 
coast from Mexico to the Los Angeles area and points north. Interstate 15 runs inland, leading to Riverside and San 
Bernardino Counties, Las Vegas, and Salt Lake City, Interstate 8 runs eastward through the southern Umted States, 

The San Diego International Airport (Lindbergh Field) is located approximately three miles northwest of 
the downtown ai-ea and sits on 614 acres. The facilities are owned and maintained by the San Diego County 
Regional Airport Authority and are leased to commercial airlines and other tenants. The airport is California's third 
most active commercial airport, served by 18 passenger carriers and six cargo carriers. In addition to San Diego 
International Airport, there are two naval air stations and seven general aviation aiiports located in the County, 

Public ttansit in the metropolitan area is provided by the MettopoUtan Transit System ("MTS") and North 
County Transit Disttict, The San Diego TroUey, developed by MTS beginning in 1979, has been expanded, A total 
of 17,6 iniles were added to the original 108 miles; construction was completed in 1990, 

San Diego 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 North County, 

San Diego's harbor is one of the worid's largest natm-al harbors. The Port of San Diego is administered by 
the San Diego Unified Port District, which includes the cities of San Diego, National City, Chula Vista, Imperial 
Beach, and Coronado. 
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Visitor and Convention Activity 

An excellent cUmate, proximity to Mexico, extensive raaritime facilities, and such attractions as the San 
Diego Zoo and Wild Aniraal Park, Sea World, CabriUo National Monuraent, and Palomar Observatory aUow San 
Diego to attract a high level of visitor and convention business each year. Contributing to the growth of visitor 
business has been 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 Conununity Concourse. 

San Diego's visitor industry is a major sector of the region's economy. Visitor revenues in San Diego 
County reached approximately $7.08 billion in 2010, according to an estimate by the San Diego Convention and 
Visitors Bureau, a decrease of approximately 1.7% from the prior year. The County hosted 64 conventions and 
trade shows in 2010, attended by approximately 543,931 delegates. Additional visitors pass through the San Ysidro 
Port of Entry, the busiest border crossing in the world with more than 42 million crossings during 2010 between 
San Diego and Tijuana, Mexico. 

Education 

Forty-two independent school districts provide educational programs for the elementary and secondary 
public school chUdren in the County. Each school system is governed by a locally elected board of education and 
administered by a superintendent or other chief administrative officer appointed by the board. In the County there 
are three types of school districts: elementary, union high and unified. Elementary districts educate elementary 
students, union high districts for the raost part educate secondary students, and unified districts educate both 
elementary and secondary students. There are cunently 12 unified, 24 elementary and 6 union high school distticts 
in the County. 

Community colleges in Califomia are locally operated and administered two-year institutions of higher 
education. They offer Associates in Arts and Associates in Science degrees and have extensive vocational curricula. 
There are five conimunity college distt-icts in the County with students at eleven campuses and numerous adult and 
community centers. 

Among the institutions of higher education offering bachelors and graduate programs in metiopolitan San 
Diego are: San Diego State University; the University of California, San Diego; National University; the Umversity 
of San Diego; Point Loma Nazarene University; California State University - San Marcos; Alliant International 
University; the University of Phoenix; Thomas Jefferson School of Law; and California Western School of Law, 
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December 22, 2010 

Honorable Chair and Members 
of the Board of Directors 
San Diego Counfy Regional Transportation Commission 

We are pleased to present the basic financial statements of the San Diego County 
Regional Transportation Commission (Commission), a component Unit of the San 
Diego Association of Governments (SANDAG), for the fiscal year ended 
June 30,'2010. Responsibility for both the accuracy of the data and the 
completeness and fairness of the presentation, including all disclosures, rests wflth 
the Commission. To the best of our knowledge and belief, the enclosed data is 
accurate in all material respects and is reported in a manner designed to present 
fairly the financial position and results of operations of the Commission. Also 
included herein is other supplementary information. All disclosures necessary to 
enable the reader to gain an understanding of the Commission's financial activities 
have been included. 

The basic financial statements are presented in two sections: Introductory and 
Financial. The Introductory section includes this letter of transmittal, a list of the 
SANDAG Board of Directors, a list, of the SANDAG executive staff and the 
SANDAG organizational chart. The Financial,section consists of the independent 
auditors' report, management's discussion and analysis, basic financial 

, statements, notes to the basic financial statements, required supplementary 
information, and supplementary information. 

Mayer Hoffman McCann, P.C, have issued an unqualified ("clean") opinionon the 
Commission's financial statements for the year ended June 30, 2010. 

Reporting Entity 

SANDAG is the region's council of governments (COG). Local elected officials 
throughout the United States have Joined together to form similar COGs to deal 
cooperatively with issues which go beyond junsdictional boundaries, such as 
transportation, growth management, environmental quality,' and public facility 
needs. SANDAG is a statutorily created agency, codified In California State law. 
Voting among the agency's 18 cities and county government is based upon both 
membership and the population of each jurisdiction, providing for an equitable 
representation of the region's residents. The California Department of 
Transportation (Caltrans), the U.S. Department of Defense, the San Diego Unified 
Port District, San Diego Metropolitan Transit System (MTS), North County Transit 
District (NCTD), San Diego County WaterAuthority, Imperial County, the Southern 
California Tribal Chairmen's Association, and Mexico (Consulate General of 
Mexico) are nonvoting advisory members of SANDAG. 



SANDAG traces its origins to the 1960s as local planners and decision-makers saw the need for 
coordinated efforts to solve a growing list of regional issues. In 1972, a Joint Powers Agreement was 
formalized among local governments, creating a COG, then known as the Comprehensive Planning 
Organization, with independent staffing and cooperative financing from the local members and project 
grants from state and federal agencies. In 1980, the name was changed from the Comprehensive 
Planning Organization to the San Diego Association of Governments to better reflect the agency's 
purpose, in 2003, Senate Bill 1703, as amended by Assembly Bill 361, called for the consolidation of all 
the roles and responsibilities of SANDAG with certain transit functions of MTS and NCTD. SANDAG is 
now responsible for long range transit planning, programming, project development, and construction of 
transit projects in the region. This structure .is Intended to streamline regional decision-making to improve 
the transportation system, protects open space and habitat, bolster our infrastructure, and sustain our 
quality of life. SANDAG's Board of Directors also serves as the Commission's Board of Directors. 

The Commission is responsible for the implementation and administration of transportation improvement 
programs funded by the San Diego countywide half-percent sales tax. This tax became effective on Apnl 
1, 1988, as a result of the passage of Proposition A - The SanDiego County Transportation 
Improvement Program. The Proposition A sales tax funds are used for highway, public transit, local 
street and road improvenients, bicycle and pedestrian facilities, and administration. In November 2004, 
the voters of San Diego County extended the half-cent sales tax another 40 years to 2048. The extension 
of TransNet will help SANDAG continue to implement the region's fransportation program as well as 
provide funding for bicycle, pedestrian, and neighborhood safety projects, major corridor capital projects, 
environmental mitigation projects, smart grovidh projects, local street and road projects, transit systems 
projects, and new major corndor transit operations projects. The 2004 Ordinance includes a mandate that 
an Independent Taxpayer Oversight Committee (ITOC) for TransNet be formed to provide an enhanced 
level of accountability for the expenditure of funds under the TransNet Expenditure Plan. The ITOC will 
also help ensure that all voter mandates are carried out as required and will deyelop recommendations 
for improvements to the financial integrity and performance of the program. The Commission is 
authorized to issue limited tax bonds payable from the sales tax receipts, the proceeds of which can be 
used to finance approved TransNet projects. The Commission has created a Plan of Finance (POF) for 
.the TransNet Program. The POF is updated annually, a summary of the most recent POF is provided 
near the end of this report. 

Geography 

The San Diego region is nestled in the most southwest corner of the United States. It is a region filled 
with beautiful landscapes, a diversified economy, and an unmatched quality of life for its three million 
residents. About the size of the State of Connecticut, the region encompasses 4,255 square miles, 
extending 70 miles along the Pacific Coast from the intemational border to Orange County, and inland 75 
miles to Imperial County. Riverside and Orange Counties form our region's northern boundary. 

The topography of the region varies from broad coastal plains to fertile inland valleys and mountain 
ranges to the east, rising to an elevation of 6,500 feet The eastern slopes of these mountains forrn the 
rim of the Anza-Borrego Desert and the Imperial Valley. The Cleveland National Forest occupies much 
of the interior portion of the region. The climate is Mediterranean in the coastal and valley areas .where 
most of the population and resources are located. Average annual rainfall on the coastal plain is 
approximately ten inches. The San Diego region also is one of the most biologically diverse areas in the 
nation. 



Cultural and Educational Attractiveness 

The San Diego region has matured as a center for culture and educalion. San Diegans now boast about 
their two Tony Award-winning theaters, The Globe Theatre and La Jolla Playhouse. In addition, with the 
San Diegp Opera, the San Diego Symphony, and more than 90 museunns for the enjoyment of both locals 
and visitors, the region has an abundance of cultural activities. Higher educalion is provided through 
numerous colleges and universities. The University of California, San Diego, is internationally recognized 
for excellence in higher education and scienlific research. 

San Diego Slate Universily is lhe oldest and largest higher educalion insiltullon. The Universily of 
SanDiego, a privale institution, is a highly respected law school and the California Stale University, 
San Marcos is the region's fastest-growing college both in students and curricula. 

The San Diego region continues lo be a premier destination for visitors from all over the world. The 
region's warm climate, proximity to Mexico, and abundant facilities and attractions power the visitor 
industry. The region has hosted the 1988, 1998, and 2004 Super Bowls, and the 1998 World Series. The 
San Diego Convention Center's size, bayside location, and proximity to the popular Gaslamp district in 
Downtown San Diego enable the region to compete with Los Angeles and San Francisco in attracting the 
nation's largest conventions and trade shows, in addition, San Diego now has a baseball-only ballpark 
Downtown that is serving as another visitor magnet and is stimulating a billion dollar renaissance in the 
surrounding area. 

Economic Summary and Outlook 

The Great Recession 

The nalional recession that began in December 2007 and ended in June 2009 appears, by some, 
measures, to be as deep as any the nation has experienced during the post-World War 11 period. 
However, from an employment perspective, the trough of the recession occurred in December 2009; at 
that point the nation had shed nearly 8.4 million payroll Jobs, representing the largest job loss of any 
peacetime recession since the Great Depression. At the trough of the recession total payroll jobs were 
aboul the same level as recorded in January 2002. Since the trough, through October 201.0, the nation 
has added more than 874,000 payroll jobs, a growth rate of approximately 0.6 percent. The turnaround in 
the national economy has been much weaker than many expected given the depth of the recession, so 
much so, that there was growing concern of a double dip recession because the growth rate of the 
economy fell during the summer of 2010, dropping below two percenf since the summer slowdown. The 
national economy has stabilized and started to grow once again removing most of the concern over a 
possible double dip recession. 

Locally, the San Diego economy has followed much the same path as the national economy, although 
direci comparisons are not possible because the local job numbers are not adjusted to reflect seasonal 
variations. The local labor markel shed 103,300 payroll Jobs between December 2007 and December 
2009. At the trough, the local economy had lost 7.8 percent of ils jobs since the start of the recession, 
whereas the national economy shed 6.1 percent over the same time period. At the trough of the recession 
the aggregate number of local Jobs was at about the same level as recorded in January 2001. Since 
January 2010, Ihrough October 2010, the local economy has added 12,100 payroll Jobs an increase of 
approximately 1.0 percent, a rate of growth slightly higher than the nation. 



The national unemployment rale, which depends both on the rate of Job change and on workers' decisions 
to enter or leave the work force, stood at 9.6 percent during October 2010.. The national unemployment 
rate peaked during 2009 at 10.1 percent, slightly below the 10.8 percent uriemployment rate recorded 
during the 1982 recession. The local unemployment rate for October 2010 is 10.2 percent, slightly above 
the national rate, although the local rate is not adjusted for seasonal variation. The local unemployment 
rale peaked in January 2010 at 11.1 percent, which is the highest unemployment rate recorded since the 
1974-1975 recession, about 35 years ago. 

Although the recession may be behind us technically, a majonty of economists are forecasting a modest 
recovery over the next few yearS'followed by a relatively slow expansion through 2015. In the near term, 
national gross domestic product (GDP) is expected to expand in the two to three percent range; levels that 
are historically low for a recovery from a deep recession. For example, following the deep 1981-1982 
recession in which GDP shrunk by 2.9 percent from peak to trough, the economy bounced right back -
growing 4.5 percent in 1983 and 7.2 percent in 1984. If the nation's GDP increases at the expected two to 
three percent per year, it would likely be 2015 or beyond before the unemployment rate falls to the 
prerecession level of about 5.5 percent. 

California Budget Outlook 

One of the most talked about and written about problems in California over the past few years has been 
the state's budget deficit. The performance of regional economies in the. state, including San Diego's, is 
linked directly to the State of California's fiscal health. Consequently, the state's budget crisis is likely 
contributing to the slower rates of economic growth San Diego has recorded over the past few years. 
During 2003, it was estimated that the stale was facing a potential budget shortfall of over $36 billion 
made up of $22 billion in accumulated debt and an estimated $14 billion operating or structural deficit. 
Steps were implemented to reduce the deficit, including refinancing the accumulated debt, taking 
advantage of lower interest rates, and reforming the workers' compensation program. However, the 
slate's already difficult budget situation was made worse by a significant drop in revenues and inability to 
cut expenditures. For the most part, the "closing the gap solutions" since 2003 have proven to be 
inadequate. In November 2010, the State Legislative Analyst Office released an update on the slate's 
fiscal outlook (The 2011-2012 Budget: California's Fiscal .Outlook) showing the state facing a projected 
general fund budget deficit of $25.4 billion (state General Fund revenues are expected lo be $83.5 billion) 
consisting of a $6 billion projected deficit for the currenl fiscal year (2010-2011) and a $19 billion gap 
between projected general fund revenues and spending in 2011-2012. The stale has not been able to 
reign in expenditures to match falling tax revenues. Worse, this gap is expected to remain about $20 
billion through 2015-2016 unless something unexpected occurs. The continuing budget gap reflects the 
consequences of employing one-time and temporary budget fixes, such as the use of federal stimulus 
funds, shifting tunds from local government to the state and one-time revenue accelerations, 

San Diego's Economy and Economic Outlook 

Historically, the San Diego region has erijoyed strong economic growth, keeping up with, and at times 
outpacing the State of Caiifornia and the nation (see Figure 1 below). According to the Department of 
Commerce's Bureau of Economic Analysis the San Diego Region's Gross Regional Product (GRP), an 
estimate of the total value of goods and services produced in a region, for 2008, the latest year available, 
was $169,3 billion measured in current dollars. After adjusting for the effects of inflation, the local GRP 
rose 2,6 percent during 2008, substantially more than the state or nation, which grew at rates less than 



one percent, reflecting some economic strength emanating from .a diverse economy, as well as the lowest 

rate of inflation recorded in the past ten years. 

Rggre 1: 
Rates of Change in Gross Products (2000 $) 
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Over the longer term, the strength of the local economy is due, In part, to significant changes that took 
place during the second half of the decade in the 1990s, The San Diego region undenwent a fundarrientai 
restructuring process after a period of recession in the early 1990s that increased economic diversity and 
strengthened local industry, A restructured local economy emerged from the recession, one better able to 
adapt and compete in the global marketplace. The economy Is now centered on nationally and 
internationally competitive industries and a growing recognition that our region must supply the. linkages 
and infrastructure that support these industries. Today's leading sectors are no longer located solely in the 
defense and manufacturing industries. As a result, local economic policies have adapted and now focus 
on a broader range of sectors that drive the local economy - known as traded employment clusters. 
Traded employment clusters are the engines of economic activity, capable of setting the pace of economic 
growth, producing high-paying jobs, and producing a rising standard of living for the region. Traded 
employment clusters are groups of complementary, competing, and interrelated industries that drive 
wealth creation in a region, primarily through the export of goods and services. These traded clusters have 
led the local economic resurgence, and some ol them contain many of our highest paying job 
opportunities that are part of the region's emerging growth technology businesses, including 
biotechnology, biomedical instruments, telecommunications, software, semiconductors and computer 
networks, defense manufacturing, and environmental technology. 

The San Diego region has become a prominent example of an emerging "high-tech" economy in the 
nation. San Diego now exhibits characteristics which include decreased reliance on traditional durable 
goods manufacturing and Increased reliance on knowledge-based and other 
wealth-generating activities. Because of the changing and volatile nature of both the state and national 
economies, traded clusters are likely to continue to be the leaders in economic growth. The region has 
many of the characteristics and opportunities necessary for these important clusters to succeed: excellent 
education and training facilities, world class research institutes, mild climate, coastal location, innovative 
culture, and an increasingly skilled labor force. All of these factors help create synergy between 
companies and provide the labor and skills necessary for traded clusters lo prosper. 

Today, business sen/ices, skilled trades, research and development, and highly technical sectors (ail 
embodied in the region's traded employment clusters) have become the dnving forces behind economic 
development and provide an opportunity to increase our standard of living, as measured by real per capita 
income. As Figure 2 shows, local standard of living grew quickly following the end of the local downturn in 
1994 and the surge in high-tech employment growth that leveled off in 2000. Job growth since 2000 has 
been sufficient lo keep the region's unemployment rate low (through 2007), however, the growth has not 



been well balanced between high- and low-paying Jobs, and far more jobs are being created that are low-
paying resulting in a much different trend for the standard of living since 2000. Between 1994 and 2000 
the local standard of living, measured by the growth in real per capita income, increased 24.7 percent. 
Between 2000 and 2007 the growth rate slowed to 6.4 percent before falling dunng the last two years; 
reducing the 2000 lo 2009 increase lo 1.8 percent Over the last 19 years, between 1990 and 2009, real 
per capita income increased 26.4 percent, from $36,100 in 1990 to $45,600 in 2009 (figures in constant 
2009 dollars). 

Figure 2 
SD Real per Capita Income 1990 - 2009 (2009 $) 
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Source: Bureau of Eoonomio Analysis, U.S. Census Bureau 1990-2007; complied by SANDAG. 

Employment and Wages 

The latest employment data available from the state's Employment Development Department is for 
October 2010 and shows that 1.4 million San Diego residents were employed, down 107,300 payroll Jobs 
since the start of the recession in December 2007. Since January 2010 there has been a turn around in 
the number of payroll Jobs created this year compared with the same period last year. The number of 
payroll Jobs has increased by 12,100 between January and October, a rise of about one percent. Over the 
same penod last year, payroll Jobs declined by 38,500, a decline of 3.4 percent. The sectors contributing 
most to Job growth so far this year are professional and business services, health services, and hospitality 
and leisure. The largest losses have come from government. Other sectors, such as construction and 
finance, retail trade have stopped contracting and are holding their own. The longer term growth trends in 
Jobs by industry in Figure 3 shows that some industries employment dunng 2009 were below levels 
recorded during 2002, 



Figure 3 
Industry and Total Employment, 2002-2009 
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208,600 
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75,000 

201,700 
119,700 
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45,600 
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1,230,500 

2009 
61,100 
95,400 
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155,200 
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1,229,300 
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-20.0% 
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3.1% 
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- . 1 % 

Source: State of California, Employment Development Department, Industry Employment and Labor 
Force, March 2010 benchmark; totals include approximately 166,800 self-employed, 9,700 farm, and 300 
mining jobs. 

The latest wage data for the San Diego region is 2009, As shown in Figure 4, the average wage per 
employee in current 2009 dollars for the San Diego region is $47,800. After some weakness between 
2004 through 2006, the real average wags per worker in the region beg.an to Increase, rising 6.7 percent 
between 2006 and 2009, The increase during 2009 is due in part to a decline in the consumer price index, 
which would help raise the real wages above the previous year's level. 

Figure 4: 
Average Wage per Worker 
San Diego Region (2009$) 
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According to California State Department of Finance's Population and Housing. Estimates for January 1, 
2010, the San Diego region is home to more than 3.2 million people and approximately 1.4 million Jobs. 
The latest race and ethnicity data available from the state, displayed in Figure 5, show the majority of the 
population is non-Hispanic White (52 percent), however, the Hispanic population has been growing 
rapidly, increasing by nearly 150,000 people from 2000 to 2007, and representing nearly 30 percent of the 
total population in 2008. Of the 2008 lotal population, 4.67 percent identify themselves as non-Hispanic 
Blacks, and the remaining 13 percent of the population identify themselves as non-HlSpanic Asian, Native 



Hawaiian and Pacific Islander, American Indian, or Multi-race, The median household income in the region 
is estimated to be slightly more than $63,200 (in current 2009 dollars); with the median age at 34,2 years 
old. 

Figure 5 
Population by Race'and Ethnicity 
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Venture Capital 

The high-tech sectors driving the region's economic prosperity rely, in part, on venture capital funds to 
help them perform research to produce leading edge technologies, San Diego continues to be a favored 
area for venture capital investment, according to PricewaterhouseCoopers quarterly MoneyTree survey. In 
comparison with multicounty and multistate regions, San Diego County posted the ninth highest dollar 
volume of venture capital investments during the first three quarters of 2010, receiving nearly $0,688 
billion. This is about equal to 2009 and one-half the level received during 2008, placing the region in the 
position to receive less than $1.0 billion for only the fourth time out of the previous 12 years. Since 1995, 
the first year PricewaterhouseCoopers began publishing the MoneyTree report, the region has received 
more than.$15.6 billion in venture capital investments, with nearly 40 percent going to biotechnology 
companies. 



International Trade 

The total dollar value of international trade moving through the San Diego customs district reached $54 
billion during 2008, Imports represent nearly 70 percent of the tolal, with exports accounting for the 
remaining 30 percent. The value of traded goods moving through the region expanded rapidly after the 
North American Trade Agreement between the United States, Canada, and Mexico passed, rising 134 
percent . between 1994 and 2000. The rate of growth slowed after 
September 11, 2001, due to a significant increase in security at all ports of entry. Trade activity picked up 
between 2003 and 2007, rising nearly 52 percent More recently, trade has slowed, with the total value of 
goods moving through the region falling 3,7 percent during 2008, As the national and local economies 
recover from the effects of the Great Recession, the volume of trade is expected to pick back up, 
outstripping the overall rale of economic growth. 

Expanding trade under the North American Free Trade Agreement (NAFTA) and the Maquiladora Industry 
in the San Diego/Baja California border region largely account for the San Diego region's success in 
international trade. By providing for a freer exchange of goods with Mexico (and Canada), NAFTA has had 
significant beneficial impacts on the local economy, during 2008 $5.7 billion or 36 percent of the goods 
were exported to NAFTA countries. Mexico is San Diego's principal trading partner, and the ongoing 
implementation of NAFTA's provisions over the next several years is expected to further enhance trade 
between the two regions. 

In 2008 the San Diego customs district was the nation's 17th largest export m arket, exporting $15.9 billion 
in goods, representing 10 percent of California's merchandise exports. The San Diego region's largest 
export destination continues lo be Mexico, accounting for more'than 30 percent or $4.67 billion of the 
$15.98 billion exported goods shipped through the SanDiego customs district during 2008. The 
U.S. Departmenl of Commerce reports that the largest export commodity categories include 
miscellaneous manufacturing ($3.9 billion), electronic products ($3.2 billion), nonelectrical machinery ($2.9 
billion), chemicals ($1.4 billion), and transportation equipment ($0.9 billion). 

Although Mexico remains San Diego's largest trading partner, the amount of trade with other areas has 
been changing rapidly. The past several years have recorded changes in the list of San Diego's top 
trading partners. During 2008, in addition to Mexico, the region's top trading partners include: Israel, 
Canada, India, Japan, Hong Kong, and the United Kingdom. 

Real Estate 

The slowdown in the housing market has dominated the economic news in San Diego since early 2006. 
After more than doubling to nearly $520,000 between January 2000 and April 2006 the median price for a 
single-family home in San Diego fell nearty 42 percent by May 2009 and has since begun to show signs of 
stabilizing. According to the S&P Case-Shiller Home Price Index the median priced home in San Diego 
rose nearly 12.5 percent from May 2009 Ihrough May 2010, but has since slipped falling more than 2 
percent through September 2010, the latest information available. 

The number of new housing unit permits authorized in the region has declined steadily from a peak of 
18,314 units in 2003 to 2,946 units in 2009, a decline of nearly 85 percent. During the first three quarters 
of 2010, the number of residential permits issued (2,905) is close to the number for all of 2009. It appears 
that the number of permits issued during 2010 will break the six-year downward trend that began in 2003. 
During the home price boom time period there had been a shift in the lype of units sold, away from single-



family units towards multifamily units, in fact, some of the decline in the median price discussed above 
has been a shift in sales away from the more expensive single-family units and towards the less 
expensive attached/condominium units. During 2002, nearly 25 percent of the homes sold were attached 
units; this proportion has been above 60 percent since 2004, peaking during 2006 at 69 percent. However, 
this shift has started to go back in the other direction, during 2009 and for the firsl three quarters of 2010 
about 60 percent of the permits issued were for single-family units. 

Retail Sales 

Consumer expenditures nationwide contracted significantly during 2008 and 2009, as consumers moved 
away from consumption, paid down debt, increased their savings, and reduced spending supported by 
equity in their assets, it is normal for consumers to spend less during a recession, bul the size of the 
contraction this time was unusually large, causing some economists to speculate that consumers may 
hesitate or not return to their past spending habits once the recession ends. There are three reasons cited 
for this abrupt change, first is the amount of consumer debt outstanding, second is the loss in wealth from 
falling home and stock prices, and third the expectation that the recovery from the recession will be slow 
by historical standards keeping the unemployment rate high for a protracted period of time. These 
concerns seem to be playing out, for example the decline in the rate of growth in GDP during the summer 
of 2010 to below 2 percent and the ensuing weak rebound that is expected to raise the rate of growth near 
2.5 percent as 2010 draws to a close. Some concern over the strength of the national economy has been 
expressed by the Federal Reserve. Subsequently the Federal Reserve has Initiated a program to inject 
$600 billion into the economy (increasing excess reserves at banks) over the next six to eight months, in 
addition to these domestic issues, the,European Union is struggling to get its .own financial crisis under 
control. 

Locally, the Commissions sales tax receipts declined in each of the last three fiscal years (2008-2010) 
falling 17.4 percent over the three-year period. Although not all of the problems brought on by the Great 
Recession are behind us, there are some recent encouraging signs locally. Sales tax receipts received by 
the Commission have increased measured on a year-over-year basis during the most recent past two 
quarters, rising 5.6 percent during the second quarter and 7.8 percent during the third quarter of 2010. 
One of the sectors, new auto sales, hit hardest during the recession has been one of the best performers 
during the recent turnaround, in light of these encouraging trends in the local economy, SANDAG staff is 
expecting the three-year decline in taxable sales to come to an end and a modest amount of growth in 
taxable sales to occur during fiscal year 2010-11. 

TransA/ef Plan of Finance Update 

The TransNet Plan of Finance (POF) is updated as necessary, but at least on an annual basis as part of 
the overall SANDAG budgeting process. The updated POF is reviewed by the Independent Taxpayers 
Oversight Committee (ITOC) and SANDAG's Transportation Committee, and approved by the full 
SANDAG Board of Directors. The most recent POF was approved by the SANDAG Board of Directors on 
July 23, 2010. This update of the TransNet POF focused on the major changes in the last year and 
emphasized the subsiantiai adjustments in recent costs and revenues and their effects on the 

• long-term financial projections for the program. The POF update confirmed that the action taken last year 
to keep all of the active TransNet projects on their current schedules can be maintained with very similar 
results. While the downturn in sales tax receipts is cause of concern, the decrease in construction costs 
over the past several years has resulted in a counter-balancing development that has helped to maintain 
the balance of the POF and points to the advantages of completing projects sooner rather than later. To 



that end, the SANDAG Board of Directors approved funding through construction for many projects that 
had already been approved Ihrough environmental or design. Other projects were added to begin the 
environmental phase, ensuring the development of future "shovel ready" projects to take advantage of low 
construction costs and future funding opportunities, 

Financial Highlights 

TransNet sales tax collections decreased by $17,799,613, or 8,02 percent, over the pnor fiscal year. 

Through the use of timely and prudent debt financing, the Commission was able to provide tlie financial 
resources necessary to fund the programmed projects and accumulate a Sales Tax Projects Fund 
unreserved fund balance for future project expenditures of $283,3 million, 

This past year alone, the Commission funded approximately $1.0 million in bicycle facilities, $54.0 million 
in public transit projects and operations, and $27.5 million in local street and road improvements. In 
addition, the Commission funded projects of approximately $127,6 million in major corridors (Interstate 5 
[1-5], 1-15, 1-805, State Route [SR] 52, and SR 76); and approximately $19,4 million of the environmental 
mitigation program, in total, $234.7 million in public transportation infrastructure irtiprovements were 
funded this past year. 
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Honorable Chair and Members of the Boai-d of Directors 
San Diego County Regional Transportation Cominission 
San Diego, Galiform'a 

INDEPENDENT AUDITORS'REPORT 

We have audited the accoiiipanying fmancial statements of the govermnental activities and each 
mqjor fund of the San DiegO Coiuity Regional Transportation Conmiission (Commission), a 
component unit ofthe SanDiego Association of Governments (SANDAG), as of and for the year 
ended June 30, 2010, which Collectively comprise the Comniission's basic financial statements 
as listed in the table of cblltents. These basic fiiiancial statenients are the responsibility of the 
Commission's management. Our responsibility is to express an opuiion on these basic finaiicial 
statements based on our audit. 

We cpnducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Governmeni 
Auditing Standards, issued by the Compti'oller General of the United States, Tiiose standards 
require that we plan and perform the audit to obtain reasonable assm'ance about whether the 
financial statements are free of material misstatement. An audit mcludes examining, on a test 
basis, evidence supporting the amounts and disclosures in tlie fmancial statenients. An audit also 
includes assessing the accbmiting principles used and significant estiraates made by management, 
as well as evaluating the overall fmancial statement presentation. We believe that our audit 
provides a reasonable basis for our opinibn. 

In our opinion, the basic fmancial statements refen-ed to above present fahly, in all material 
respects, the financial position of the governmental activities and each major fund of the 
Conmiission, as of June 30,2010, and the respective changes in financial position for the yeai-
then ended in conformity with generally accepted accounting principles in the United States of 
America. 

During the year ended June 30, 2010, the Commission changed the manner in which it accounts 
for certain financiai instruments as a result ofthe implementation of GASB Statement No, 53, as 
described further in notes 6 and 11 to the financial statenients. 

The information identified in the accompanying table of contents as managemenl '.v discussion 
and analysis and required supplementary informaiion are not a required part of the financial 
statements, but are supplementary information required by accountuig principles generally 
accepted in tlie United States of America, We have applied certain limited procedures, which 
consisted principally of inquires with management regarding the metiiods of measurement and 
presentation of the required supplementai-y information. However, we did not audit the 
information and express no opinion on it 



Honorable Chair aud Merabers of the Board of Directors 
San Diego Coimty Regional Transportation Commission 
San Diego, California 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Coimnission's basic finiuicial statenients. The introductory section, 
supplementary information, aiid the statistical tables are presented for pm-poses of additional 
analysis and are not a required part of the basic financial statements. The supplementary 
information has been subjected to the auditing procedures applied m the audit of the basic 
financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic fijiaiicial statements taken as a whole. The introductory section has not been subjected to 
the auditing procedures applied in the audit ofthe basic financial statements and, accordingly, we 
express no opinion on the introductoi-y sectipn, 

lri accordance with Governmeni Audiling Slandards, we have also issued our report dated 
December 22, 2010, on our consideration ofthe Conmiission's internal control over financial 
repoiling and our tests of its coiiiipliance with certain provisions of laws, regulations, contracts, 
grant agreements, and other matters. The puipose of that teport is to describe tlie scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the interiial coiitrol pver financia! reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Governmeni Audiling 
Slandards and should be considered in assessmg the results of our audit. 

/^a^ //s^^^ /yLcC^r,r>p.e. 

Irvine, California 
Deceniber 22, 2010 



Management's Discussion and Analysis 

Tliis section of the San Diego County Regional Transportation Coimnission's (Commission) basic 
fmancial statements presents the analysis of the Commission's financial perfonnance during the fiscal 
yeai- that ended on June 30, 2010. Please read it in conjunction with the fmancial statenients which 
follow this section. 

Financial Highlights 

" Tlie liabilities ofthe Commission exceeded its assets at the close ofthe most recent fiscal year, 
resulting in a cuiTent yeai- net assets deficit of $79,885,764. A significant factor related to the net 
assets deficit is the issuance of $600,000,000 in bonds issued in March 2008. 

» Tlie Commission's total net assets decreased in the cun-ent fiscal year by $44,605,977. The 
decrease is mostly due to TransNet program payments to agency recipients utilizing proceeds 
fromthe 2008 bond issuance and TransNet debt-service payments, 

' As of the close of the cun-ent fiscal year, tlie Commission's govemmental funds reported 
combined ending fund balances of $497,996,212, a decrease of $54,375,597 in comparison with 
the prior year. Approximately 89 percent ofthis total amount, $441,480,831, is available for 
spending atthe Commission's discretion (unreserved ftmd balance), 

" Tlie Comniission's total debt decreased by $6,512,000 due to the $11,400,000 variable rate 
demand bond principal repayment offset by the net issuance/payment of $4,888,000 in 
commercial paper. 

« hi June 2008, the GASB issued Statement 53, Accounting and Financial Reporting for 
Derivative Instruments. GASB 53 addresses the recognition, measurement, and disclosure of 
infonnation regarding derivative insti-uments entered into by state and local governments. The 
Commission adopted GASB Statement 53 in fiscal year 2010. Tlie cumulative effect of applying 
this statement was reported as a restatemeiit of beginning net assets resulting m an increase of 
$12,363,018. 

Overview ofthe Financial Statements 

Tlie management's discussion and analysis is intended to serve as an introduction to the Conmiission's 
basic financial statements. The Commission's basic fmancial statements are comprised of tiiree 
components: (1) govemment-wide financial statements, (2) fund fmancial statements, and (3) notes to 
the basic fmancial statements. 

Govei-nment-wide flnancial statements. The government-wide flnancial statements are designed to 
provide readers with a broad oveiview ofthe Commission's finances in a manner similar to a private-
sector business. 

. Tlie statement of net assets includes all of the Commission's assets and liabilities, with the difFerence 
between the two reported as net assets. Over time, mcreases or decreases in net assets may serve as a 
usefiil indicator of whether the financial position ofthe Commission is improving or deteriorating. 

The statement of activities presents infonnation to show changes in the Commission's net assets during 
the most recent fiscal year. All changes in net assets are reported when the underlying event giving rise 



to the change occurs, regardless of the timing of related cash flows. Tlius, revenues and expenses are 
reported in this statenient for some items that will only result in cash flows in future fiscal periods, 

Fund flnancial statements. Afund is a gi-ouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives, Tlie Commission, like 
' otiier state and local govemments, uses fund accountmg to ensure and demonstrate compliance with 
finance-related legal requirements. Both funds ofthe Commission are governmental-type funds. 

Governmental funds. Govenunental funds are used to account for essentially the same functions 
reported as governmental activities in the govemment-wide financial statements. However, unlike the 
govemment-wide financial statements, governmental fund financial statements focus on near-tenn 
inflows and outflows of spendable resources, as well as balances of spendable resources available at the 
end ofthe fiscal year. Such infonnation may be useful in evaluating a government's near-temi financing 
requirements. 

Because the focus of govemmental fiuids is naiTOwer than that of the goveniment-wide financial 
statements, it is useful to compare the infonnation presented for governmental funds with similar 
infonnation presented for govenunental activities in the govemment-wide financial statements. By 
doing so, readers may better understand the long-tenn impact ofthe govemment's near-tenn financing 
decisions. Both tlie govermnental fnnd balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison 
between govermnental ftinds and govenmiental activities. 

The Commission maintains two individual governmental funds, Infomiation is presented separately in 
the governmental fund balance sheet and in the govenimental ftind statement of revenues, expenditures, 
and changes in fund balances for the sales tax projects special revenue ftind (special revenue fund) and 
the commercial paper and sales tax revenue bonds debt-service fund (debt-seivice ftmd), both of which 
are considered to be major funds, Tlie Coimnission does not have any other ftinds considered to be 
nonmajor govenimental funds. 

Notes to the hasic fuiancial statements. The notes provide additional infonnation that is essential to a 
full understanding ofthe data provided in the govermnent-wide and ftmd financial statements. 

GoveiTunent-Wide Financial Analysis 

As noted eailier, net assets may serve over time as a useful indicator of a government's financial 
position, hi the case ofthe Commission, liabilities exceeded assets atthe close ofthe most recent fiscal 
year, resulting in a current year deficit of $79,885,764 for total net assets, as shown in Table 1. 



Cuirenf and other assets 
Restricted asseis 

Total assets 

Cuirent Uabilities 
Restiicted liabiUties 
Noncurrent Uabilities 

Total Uabilities 

Net Assets 
Restricted 
Unrestricted (deficit) 

Table 1 
Net Assets 

Govenmiental Activities 

Total nef assets (deflcit) 

S 

$ 

2010 

585,452,000 $ 
56,754,181 

642,206,181 

102,165.145 
34,238,800 

585,688,000 

722,091,945 

22,515,381 
(102,401,145) 

(79,885,764) S 

2009 

527,949,270 
55,695,938 

583,645,208 

26,032,098 
34,171,983 

592,200,000 

652,404,081 

21,523,955 
(90,282,828) 

(68,758,873) 

A significant factor contributing to the net assets deficit of $79,885,764 is $619,688,000 of outstanding 
long-tenn debt ofthe Commission included in the Stateinent of Net Assets, which is offset by related 
balances of cash and investments from the debt proceeds of approximately $177,000,000 at 
June 30, 2010, due from other govemments for debt proceeds passed tlirougli to another goverament, net 
of principal retirement for a balance of $29,353,622 and approximately $277,000,000 of cash aud 
investments related to TransNet balances not yet requested by recipient agencies. The restricted 
habilities are not available for spending as the long-tenn debt payable will be used to pay down 
outstanding commercial paper notes, which were issued to buy the Nortii County Transit District 
(NCTD) Certificates of Paiticipation (COP) investment. The restricted deposit payable is a NCTD 
deposit for commercial paper interest payments related to the COPs. Restricted net assets mclude 
$21,324,637 of resources subject to externally imposed restrictions that must be used for upcoming 
debt-service payments on the outstanding sales tax revenue bonds, and $1,190,744 of resources subject 
to extemally imposed restrictions that must be used for environmental mitigation projects (EMP). 

Govenunental activities. Govemmental Activities decreased the Commission's net assets by 
$44,605,977 during fiscal year 2010, as shown in Table 2. 



Table 2 
Change in Net Assets 

Govenmiental Activities 

2010 2009 

91,664 2,435.240 

Revenues: 
Program revenues: 

Operating contributions 
General revenues: 

Sales tax 
Investment eamings (loss) 

Totai revenues 
Expenses: 

General government 
Bicycle facilities 

Independent Taxpayer Oversiglit Committee 
Major corridor capital projects 
Major coiTidor environmental mitigaUon 
Local project environmental mitigation 
Local street improveinents 
Smart growth 

New major corridor transit opei'ations 

Transit system improvanents 

Interest on long-term debt 

Total expenses 

Change in net assets 

Net assets (deficit) - beginning ofyear, as restated 

Net assets (deficit) - end ofyear 

General revenues decreased $25,681,577, which is 10.5 percent less than the prior year. The 
decrease is due to a decrease in sales tax revenue and investinent eamings. Sales tax figures 
presented m Table 2 above reflect a to ta l decreased by $10,669,108. Ofthis decrease, $1,920,632 is 
attributable to a change m the method sales tax is recognized and the trae comparable decrease in 
sales tax of $8,748,476, or 4.0 percent is due to the continual s lowdown in San Diego County 's 
economy. Inveshnent earnings decreased by $15,012,469, or 60.5 percent primarily due to a lower 
balance of bond proceeds available for investment in U.S. Agencies which ranged from 
approximately $316,000,000 at June 30, 2009, to approximately $177,000,000 at June 30, 2010, 
lower available yields in fiscal year 2010, and a lower average balance available for investments. 
The Commission is expecting to hold the U.S. Agencies investments until matiirity, resulting in 
overall investment eamings. Program revenues decreased $2,343,576, \vhich is primarily due to 
recording revenue of $2,076,581 in the prior year for funds returned from member agencies to the 
Conunission, sales of excess land parcels of $79,561 were received in fiscal year 2009 but not in 
fiscal yeai- 2010, and a decrease in rental income of $187,434 in fiscal year 2010. The land parcels 
were purchased with TransNet ftinds in prior years, 

TransNet expenses decreased $17,626,755, or 6.3 percent, which is primarily due to a decrease of 
$23,693,232 in payments for major c o m d o r payments and $16,383,822 in local streets and road 
improvement payments offset by increases of $18,957,279 for transit system improvements 
paynients and $2,672,271 in long-tenn debt interest payments. Tlie significant decrease in major 
coiTidor projects is prunarily due to the $34,000,000 payment to finalize the SPRINTER project in 

208,504,753 

9,785,172 

• 218,381,589 

1,997.922 

1.006,807 

126,063 

127.632,511 

19.388,696 

1,913 

27,477,959 

875,303 

2,180,492 

54,038,344 

28,261,556 

262,987,566 

(44,605,977) 

(35,279,787) 

S (79,885,764) $ 

219,173,861 

24,797,641 

246,406,742 

2,205,000 

4,238,080 

260,757 

151.325,743 

17,972,789 

3,781 

43.861,781 

4,412 

71,628 

35,081,065 

25,589,285 

280.614,321 

(34,207,579) 

(34,551,294) 

(68,758,873) 



fiscal year 2009. Bond proceeds are used as the revenue source for both major corridor and EMP 
expenditiires. Interest payments on long-tenn debt mcreased by $2,672,271, which is primarily due . 
to interest payments due onthe $600,000,000 revenue bonds wliich were issued in March 2008. The 
significant decrease in local streets and road improvements is based on recipient requests of 
TransNet ftinds for eligible expenses, which were lower in fiscal year 2010 in relation to fiscal year 
2009. Transit seivices increased due to a $10.8 million expense for the Mission Valley East project 
and a $10.1 inillion expense to the San Diego Metropolitan Transit System (MTS) for operating 
puiposes. 

Financial Aiialysis of the Govemment's Funds 

As noted earlier, the Commission uses fund accounting to ensure and demonstrate compliance with 
fmance-related legal requirements. 

Governmental funds. Both ofthe Commission's funds are govemmental ftmds, the focus of which is to 
provide infonnation on near-tenn inflows, outflows, and balances of spendable resources. Such 
infoi-mation is useful in assessing the Commission's financing requkements. In particular, unreserved 
fund balances may seive as a useful measure of a govenmient's net resources available for spending at 
the end ofthe fiscal year. 

As ofthe end ofthe fiscal year, the Commission's govemmental fiinds reported combined ending fund 
balances of $497,996,212, a decrease of $54,375,597 from the prior year. A portion ofthe Conmiission's 
fund balance is reseived for debt-seivice to indicate that the associated investments have already been 
committed to pay debt-seivice principal and interest and are not available for new spending, and for 
environmental mitigation to pay on-going maintenance costs of certam properties purchased. 

Tlie San Diego County Regional Transportation Commission sales tax projects special revenue fund 
(special revenue ftmd) had a fund balance of $284,779,961, of which $283,589,217 was unreserved. The 
fund balance ofthe special revenue fund during the current fiscal year increased by $86,105,822. Key 
factors contributing to this increase are as follows: 

- Total TransNet payments to recipient agencies exceeded total revenues by $23,625,699 for the 
cunent fiscal year, reflecting the use of bond proceeds. 

" Interfund transfers of $109,731,521 occuiTed, which is primarily due to transfers with the 
Commission's debt-service ftmd for principal and interest payinents. Tlie bond proceeds 
transfers in of $153,735,820 are reduced by sales tax receipts transfers out of $44,004,299 that 
are transfen-ed to the debt-sei-vice fund for payment of debt principal and interest. 

Tlie San Diego County Regional Transportation Commission commercial paper and sales tax revenue 
bonds debt-seivice ftmd (debt-seivice fund) had a fund balance of $213,216,251, of which $157,891,614 
was unresei-ved. The fund balance of the debt-seivice ftmd during the current fiscal year decreased by 
$140,481,419, and key factors for this decrease are as follows: 

" Revenues inthe prior year exceeded those of the current year by $15,233,118 due to eammgs on 
the higlier investment balances in 2009 from the 2008 bond proceeds. Bond proceeds of 
$141,749,789 were spent in the cuixent year. 

• Interfund transfers of ($104,281,521) occurred, which is primai-ily due to transfers with the 
Coimnission's special revenue fund as noted in the San Diego County Regional Transportation 
Commission sales tax projects special revenue fund above. 



Debt Administration 

Long-tenn debt At the end of the cunent fiscal year, the Commission had total debt outstanding of 
$619,688,000, wliich is comprised of $577,800,000 of sales tax revenue bonds and $41,888,000 of 
commercial paper notes. Tlie Coimnission's total debt decreased by $6,512,000, which is due to bond 
principal repayments of $11,400,000, offset by $4,888,000 in net commercial paper issued/retired. 

Additional infonnation on the Coimnission's long-tenn debt can be found in Note 7 in the accompanying 
notes to the basic financial statements. 

Economic Factors and Next Year's Budgets and Rates 

• Actual cash basis sales tax collections have increased m 13 ofthe last 16 years of collections, with 
all of the decreases occun-ing in the last three years. Tlie sales tax estimate was revised downward 
twice during fiscal year 2010 to a 10 percent decline over fiscal year 2009 actual receipts, due to the 
continued slowdown in the San Diego County economy. However, the sales tax collections for 
fiscal year 2010 decreased from the prior year by 8.02 percent performing favorably over the final 
revised estimate. 

• Tlie Commission is expecting disbursements of $11.7 million in principal expenditiires and 
approximately $21 million to $25 million in interest expenditiires related to the 2008 variable rate 
revenue bonds in fiscal year 2011. Commercial paper is expected to be paid down by $7,888,000 in 
fiscal yeai- 2011, with up to an additional $15,000 in interest expenditiires. The commercial paper 
paid down will be funded with the issuance ofthe 2010 bonds. The Commission is expecting 
disbursements of $460,000 in principal expenditures and approximately $8 million in interest 
payments offset with the receipt of a federal subsidy of $2.7 inillion related to the 2010 Series A 
taxable Build America Bonds (BABS) and the 2010 Series B tax-exempt bonds. 

Requests for Infonnation 

Tliis fmancial report was designed to provide a general overview ofthe Comniission's fmances for all 
those interested. Questions conceming any of the information provided in this report or requests for 
additional financial infomiation should be addressed to the Director of Finance, San Diego County 
Regional Transportation Commission, 401 B Street, Suite 800, SanDiego, CA 92101, (619) 699-1900, 
or emailed to the Director of Finance at pio(gsandag.org. 
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San Diego County Regional Transportation Commission 
Statement of Net Assets 
June 30,2010 

ASSETS 

Cash iind invesmients 

Interest receivable 

Due from olher govemments 

Deferred oiitliow of resources 

Defeired cliurges, net 

Restricletl asseis: 

Cash and investments restricted for debt-service 

. Cash and iiiveslnienLs reslricled for environmental miligalion 

Tolal a.sset.s 

Primary 

Goveniment 

Govenimenlul 

Acliviiies 

S • 432,772,537 

2,019,256 

69,256,779 

80,084,380 

1,319,048 

55.563,437 

1,190,744 

642,206,181 

LIABILITIES 

Accounts payable 

Due lo SANDAG 

Due 10 olher govemmenls 

Accrued interesi payable 

Derivative instrument - swap liabiliiy 

Liabililies payable from restricletl asseis: 

Deposits payable 

Long-lerm debt payable - due wiihin one year 

Noncurrent liabilities: 

Long-term debl payable - due wiihin one year 

Long-lerm debt payable - due in more Ihan one year 

Total liabi(itie.s 

286,643 

22,455,760 

10,469,475 

1,800,341 

67,152,926 

238,800 

34,000,000 

19,588,000 

566,100.000 

722,091,945 

NETASSETS 

Rasiriclcd for: 

Debt-service 

Environmental miligalion 

Unrestrieled (dellciO (Note 8) 

Total net assets (dellciO 

21,324,637 

1,190.744 

(102.401.145) 

(79,885.764) 

Sec accompanying Nnlos lo lhe Basic Financini Suucnicnls. 



San Diego County Regional Transportation Commission 
Statement of Activities 
For the year ended June 30,2010 

Funclions Expenses 

Program 

Revenues 

Operating 

Contributions 

Net (Expenses) 

and 

Changes in 

Net Assets 

Governmental 

Acliviiies 

Primary jjovernment: 

Ciovemmental activities: 

General government 

Bicycle facilities 

Independent Taxpayer Oversight Committee 

Major corridor capital projects 

Major corridor environraentoi mitigation 

Local projecl environmental mitigation 

Locai street improvements 

Smart growth 

New major corridor transil operations 

Tran.sit system improvements 

Interest on long-term debt 

Tolal governmenlal activities 

'total primary government 

S 1,997,922 

1,006,807 

126,063 

127,632,511 

19,388,696 

1,913 

27,477,959 

875,303 

2,180,492 

54,038,344 

28,261,556 

262,987,566 

262,987,566 

91,664 

91,664 

91,664 

(1,997,922) 

(1,006,807) 

(126,063) 

(127,540,847) 

(19,388,696) 

(1,913) 

(27,477,959) 

(875,303) 

(2,180,492) 

(54,038,344) 

(28,261,556) 

(262,895,902) 

(262,895,902) 

Cjeneral revenues: 

Sales tax 

Investment earnings 

'I'otal general revenues 

(-hange in net assets 

Net assets (deficit) - beginning ofyear, as restated (Note 11) 

Net assets (deficit) - end ofyear 

208,504,753 

9,785,172 

218,289,925 

(44,605,977) 

(35,279,787) 

$ (79,885,764) 

See accompanying Noles lo lhe Basic Financial Stalemenls. 
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San Diego County Regional Transportation Commission 
Balance Sheet 

Govenmienta l Funds 

.June 30,2010 

AS,SETS 

Ca.sh and investments 

Interest receivable 

Due from olher governments 

Casli and investments - reslricled 

. Total assets 

Major 

Sales Tax 

.Projects 

Special Revenue 

S 276,494,712 

404,854 

39.900,916 

1.190.744 

Funds 

Commercial Paper 

and Sales Tax 

Revenue Bonds 

Debl-Ser\'ice 

$ 156,277,825 

1,614,402 

29.353,622 

55,563,437 

Tolal 

Governmenlal 

Funds 

$ 432,772,537 

2,019,256 

69,254,538 

56,754,181 

317,991,226 242,809,286 .$ 560,800.512 

LiAmLrriES A N D 

FUND BALANCES 

Liabilities: 

Accounis payable 

Due lo SANDAG 

Due lo other govemmenls 

Deferred revenue 
Liabilities payable from restricted asseis 

Tolal liabilities 

Fund Balances: 

Reserved: 

Debl-service 

Environmenlal mitigation 

Unreserved 

Total fund balances 

Total liabilities und fund balances 

286,643 $ 

22,455,760 

10.468.862 

-

s 

613 

29,353.622 
238,800 

286,643 

22.455,760 

10,469,475 

29,353,622 
238,800 

33.211,265 

1.190,744 

283,589,217 

284,779,961 

317,991,226 

29,593,035 

55,324,637 

157,891,614 

213,216.251 

242.809,286 

62,804,300 

55,324,637 

1.190.744 

441,480.831 

497.996.212 

560,800,512 

See accompanying Noles lo lhe Basic Financial Slalements. 



San Diego County Regional Transportation Commission 
Reconciliation of the Governmental Funds Balance Sheet 

to the Government-Wide Statement of Net Assets 
June 30, 2010 

Total Fund Balances - Total Governmental Funds S 497,996,212 

Amounls reporied for governmental acliviiies in lhe slalemeni of nel asseis are diffeieni because: 

Olher lon"-lerni assets are nol available lo pay for current-period expenditures and, Iherefore, are deferred in Ihe 

funds. • -^"•«^-'^ll 

Dcrivniive inslrumcnls are nol reported in lhe funds bul must be reporied in Ihe suuemenl of nel asseis. 12,931,454 

1 cina-lenii liabililies, including debt payable, are nol due and payable in lhe currenl period and, iherefore, are nol 
replied in lhe funds. (621,488,341) 

Net Assets (Deficil) of Governmenlal Activities $ (79,885,764) 

See accompanying Noles lo lhe Basic Financial Slalemenls. 



San Diego County Regional Transportation Commission 
statement of Revenues, Expenditures, and Changes in Fund Balances 
Governmental Funds 
For the year ended June 30,2010 

UFA'ENUBS: 

Sales lax 
Inveslmenl eamings 
Debl repayments ftom other govemmenls 
Other revenues 

Total revenues 

liXPEiSDirURES: 

Current: 

Oeneral governmeni 
Bicycle facilities 

Independent Ta.xpayer Oversight Committee 

Major corridor capital projects 

Major conidor environmental mitigation 

Local project environmental mitigation 
Local sireet improvemenis 

Small growih 

New major corridor transit operations 
Transil syslem Impnivemenis 

Debt-service: 

Principal retirement 

Inleresl and olher charges 

'I'otal expenditures 

REVENUES OVER 

(UNDER) EXPENDrrURES 

OTHER FINANCINC; SOURCES (USE.S): 

l ransfcre in 

Transfei'S out 

Commereial paper issued 

'I'otal other rmaucing sources (uses) 

('hange in fund balances 

FUND BALANCES; 

Beginning ofyear, as restated (Nole 11) 

Knd ofyear 

Major Funds 

Sales fax 

Projects 
Special Revenue 

S 208,504,753 
2,S03,S94 

91,664 

211,100,311 

Commereial Paper 

and Sales fax 

Revenue Bonds 
Debt-Service 

S - - -
6,708,360 • 
1,182,228 

7,890,588 

•fotal 

Governmental 

Funds 

S 2()8,504,753' 
9,212,254 
1,182,228 

91,664 

218,990,899 

1,997,922 
1,006,807 

126,063 . 
127,632,511 

19,388,696 

1,913 
27,477,959 

875,303 
2,180,492 

54,038,344 

-

-
-

-
-
-

5,450,000 

-
-

11,962,000 

26,678,486 

1,997,922 
1,006,807 

126,063 
127,632,511 

19,388,696 
1,913 

32,927,959 

875,303 
2,180,492 

54,038,344 

11,962,000 

26,678,486 

234,726,010 

(23,625,699) 

153,735.820 

(44,004,299) 

109,731,521 

86,105,822 

198,674,139 

284,779,961 .$ 

44,090.486 

(36,199,898) 

44,004.299 

(1.53,73.5.820) 

5,450,000 

(104,281,.521) 

(140,481.419) 

3.53,697,670 

278,816,496 

(59,825,597) 

197,740,119 

(197,740,119) 

5,450,000 

5,450,000 

(34,375,597) 

552,371,809 

213,216.251 497.996,212 

See accompanying Noles lo Ihe Basic Financial Stalemenls. 
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San Diego County Regional Transportation Commission 
Reconciliation of the Governmental Funds Statenient of Revenues, Expenditures, and Changes in 

Fund Balances to the Government-Wide Statement of Activities 
For the year ended June 30,2010 

Net Change in Fund Balances - Total Governmental Funds ^ (54,375,597) 

Amounts reporied for goNcrnmenlal acliviiies in the slalemeni of activities are dil'feient because: 

Inleresl revenues in the governmenl-wide slalemeni of acliviiies Ihal do not proN'ide current tinancial resources 

are not reported as inierest revenues in the funds. 570-677 

The issuance of long-lerm debl (e.g., bonds, commercial-paper) provides currenl financial resources lo 
governmenlal ftinds, while the repayment of Ihe principal of long-term debl consumes the currenl tinancial 
resources of governmenlal funds. Neilher transadion, however, has auy effect on nel asseis. Also, governmenlal 
funds report the effect of bond issuance cosls, premiums, discounts, and similiu- ilems when debl is first issued, 
whereas these amounts are del'errcd and amortized in tile government-wide slalemeni of activities. This amount 
is the nel effecl of Ihcse differences in lhe Irealment of long-lerm debt and relaled ilems. 10.732,326 

Inleresl expeuse reporied in the government-wide stalement of activities does nol ret|uire Ihe use of currenl 
financial resources and, Iherefore is not reporied as an expenditure in governmental funds. (1,533.383) 

Change in Net Assets of Govenimental Activities (44,605,977) 

Seo accompailjing Noles lo lhe Basic Financial Stalemenls. 
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San Diego County Regional Ti-anspoi-tation Commission 
Notes to the Basic Fmancial Statements 
For the Fiscal Year Ended Jime 30,2010 

1. Summaiy of Significant Accounting Policies 

The basic fmancial statements of the San Diego County Regional Transportation Commission 
(Commission) have been prepared in confonnity with generally accepted accounting principles (GAAP) 
in the United States as applied to govemmental units. The Govemmental Accounting Standards Board 
(GASB) is the accepted standard-setting body of establishing governmental accounting and financial 
reporting principles. The more significant ofthe Commission's accounting policies are described below. 

A. Reporting entity 

Tlie Commission is the agency established for the puipose of, and is responsible for, the implementation 
and administration of transportation improvement programs funded by the San Diego countywide one-
half percent sales tax effective April 1, 1988, through 2008, as a result oftiie passage of Proposition A -
The San Diego County Transportation Improvement Program. On November 2, 2004, the voters of 
San Diego County voted to extend the current one-half percent sales tax for 40 more years to 2048. 

The Commission and the San Diego Association of Govemments (SANDAG) share the same Board of 
Directors. SANDAG -was fonned as the comprehensive planning organization under a Joint Powers 
Agreement dated September 10, 1972. Tlie Joint Powers Agreement was amended on 
November 5, 1980, to change the agency's name to SANDAG. Tlie member agencies of SANDAG 
include 18 incorporated cities from the San Diego region and the County of San Diego, California. 

On January 1, 2003, state legislation (Senate Bill 1703) was enacted that changed the stmcture of 
SANDAG from a Joint Powers Authority to a state-created regional govemment agency. Tlie effect of 
this legislation was to make SANDAG a pennanent rather than voluntary association of local 
governments and to increase SANDAG's responsibilities and powers. 

The Commission is a blended component unit of SANDAG because a common Board of Directors is 
shai-ed, and SANDAG is financially accountable for the Commission. 

B. Government-wide and fund financial statements 

Tlie govemment-wide financial statements (i.e., the stateinent of net assets and the statement of 
activities) report information on all activities of the Commission. Tlie statement of activities 
demonstrates the direct expenses associated with governmental activities that are clearly identifiable 
with this specific function. Taxes and other items not properly included among program revenues are 
reported instead as general revenues. 

Separate fmancial statements are provided for govemmental fimds. All funds are considered major 
individual govemmental funds and are therefore reported as separate columns in the fund financial 
statements. 
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SanDiego County Regional Transportation Commission 
Notes to the Basic Fhiancial Statements, Conthiued 

For the Fiscal Year Ended June 30,2010 

C. Measurementfocus, basis of accoimting, and financial statement presentation 

Tlie govemment-wide financial statements are reported using the economic resources measurement 
focus and the accmal basis of accounting. Revenues are recorded when eamed and expenses are 
recorded when a liability is incurred, regai-dless ofthe timing of related cash flows. 

Governmental fund fmancial statements are reported using the current financial resources measurement 
focus and tlie modified accraal basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available when they are collectible within the 
cun-ent period or soon enough thereafter (generally 180 days afl:er yeai--end) to pay liabilities ofthe 
cun-ent period. Expenditures generally are recorded when a liability is incuned, as under accraal 
accounting. However, debt-semce expenditures are recorded only when paynient is due. 

hiterest associated with the cunent fiscal period is considered to be susceptible to accraal and so has 
been recognized as revenue of the cun-ent fiscal period. All other revenues are considered to be 
measurable and available only when cash is received by the Cominission. 

Tlie Commission reports the following major govemmental fiinds: 

Tlie sales tax projects special revenue fund accounts for the activities and resources received 
pursuant to the countywide one-half percent local sales tax. Tiiese revenues are passed tiirough to 
other governmental agencies to be spent in accordance with the TransNet ordinances, spent by the 
Commission in accordance with the TransNet ordinances, or transfened to the Commission's debt-
service fund to make principal and interest payinents on the long-term debt revenue bonds and 
coimnercial paper. 

Tlie commercial paper and sales tax revenue bonds debt-sen'ice fund accounts for the resources 
accumulated and payments made for principal and interest on the long-tenn debt revenue bonds and 
commercial paper. Revenues are derived from interest eamed on the investinents accumulated for 
the payment of principal and interest on the revenue bonds and commercial paper. 

Private sector standards of accounting and fmancial reporting issued prior to December 1, 1989, 
generally are followed inthe govemment-wide financial statements to the extent that those standards do 
not conflict with or contradict guidance of the Govenunental Accounting Standards Board. The 
goveniment has elected notto follow subsequent private sector guidance. 

Interfimd balances and transfers have been eliminated in the govermnent-wide financial statements. 

Amounts reported as program revenues include operating contributions. Intemally dedicated resources 
are reported as general revenues rather than as program revenues. Likewise, general revenues include 
sales taxes and other general revenues not restricted to specific progi-ams. 

Wlien botli restricted and unrestricted resources are available for use, it is the Conmiission's policy to 
use restricted resources first, then unrestricted resources as they are needed. 
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San Diego County Regional Transpoi-tatlon Commission 
Notes to the Basic Fmancial Statements, Continued 

For the Fiscal Year Ended June 30,2010 

D. Cash and investments 

The Commission's cash and cash equivalents are considered to be cash on hand, demand deposits, 
inoney maiket accounts and funds, and short-tenn investments with original maturities of tiiree months 
or less fromthe date of acquisition. 

The Commission's investment policies are consistent witli SANDAG's policies and in accordance with 
California Government Code Section 53600. Tlie Conmiission is authorized to invest in the following: 

•• Treasury obligations 
• Federal agencies and U.S. govenmient-sponsored enterprises 
• State obligations 
H Local agency obligations 
" Repurchase agreements 
" Bankers' acceptances 
•• Commercial paper 
|» Medium-tenn notes 
• Negotiable and nonnegotiable certificates of deposit 
" State ofCalifomia's local agency investment fimd 
•• San Diego County Treasurer's pooled investnient fund 
" Savings/money market accounts 
" Califomia asset management prograni 
• Money niarket funds 
• Mortgage and asset-backed obligations 

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain 
Investments and for External Investment Pools, investments were stated at fair value. 

The Commission participates in an investment pool managed by the State of Califomia, titled local 
agency investment fund (LAIF), which has invested 5.42 percent ofthe pool funds in medium-temi and 
short-term structured notes and asset-backed securities. LAIF's investments are subject to credit risk 
with the full faith and credit of the State of Califomia collateralizing these investments, hi addition, 
these stractured notes and asset-backed securities are subject to niarket risk and to change in interest 
rates. The reported value ofthe pool is the same as the fair value ofthe pool shares. The fair value of 
LAIF was calculated by applying a factor of 1.001643776 to tptal investments held by LAIF. LAIF is 
classified under investments. 

The Cominission also participates in the San Diego County Treasurer's Pooled Money Fund which is 
administered by the Treasurer-Tax Collector's Office. The fair value of Commission's investment in the 
pool is reported at amounts based upon the Commission's pro-rata share of the fair value provided by 
the County Treasurer for the entire portfoho (in relation to the amortized cost of that portfolio). 
Eamings realized on mvestments based on amortized cost are distributed to Investment Pool 
participants. Section 27013 ofthe Califomia Govenmient Code authorizes the Treasurer's Office to 
deduct administrative fees related to investments. Tlie net realized eamings on investments are 
apportioned to the Investment Pool pai-ticipants quarterly, based on the participants' average daily 
balances. County's annual financial report for the Pool can be obtained from the Treasurer-Tax 
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San Diego County Regional Transportation Commission 
Notes to the Basic Financial Statements, Contmued 

For the Fiscal Year Ended June 30,2010 

Collector at 1600 Pacific Highway, Room 162, San Diego, Califomia, 92101 and can also be accessed at 
http:// www. sdtreastax. com. 

In accordance with GASB Stateinent No. 40, Deposit and Investment Risk Disclosures (an ainendment 
of GASB Statement No, 3), the Commission adheres to certain disclosure requirements, if applicable for 
deposit and investment risk. Tiiese requirements are specified for the following areas: 

o Interest rate risk 

• Credit risk 
• Overall 
• Custodial credit risk 
• Concentration of credit risk 

• Foreign cuiTenoy risk 

E. Receivables andpayables 

Activities between funds that are representative of lending/bonowing an-angements outstanding at the 
end ofthe fiscal year are refen-ed to as "due to/from other fimds," 

F. Restricted assets 

Certain resources set aside for repayment of revenue bonds are classified as restricted net assets. Tiieir 
use is limited by applicable bond covenants and therefore are inaintained in a separate bank account. 
Tlie accounts are used to segregate resources accumulated for debt-service principal and interest 
payments. 

Other resources of the Conmiission set aside as restricted net assets are for NCTD Certificates of 
Participation which are classified as restricted assets because they are maintained in separate bank 
accounts held by a trastee and their use is limited to paying down the equivalent amount of commercial 
paper. Certain environmental mitigation funds are classified as restricted because Uiey are maintained in 
separate bank accounts held by a trastee and the endowment set-aside portion may not be used and any 
interest earnings may only be used for certain project costs. 

G. Long-term liabilities 

In the govemment-wide financial statements, long-term debt obligations are reported as liabilities in the 
applicable govemmental activities of the statements of net assets. Debt premiums and discounts are 
deferred and amortized over the life of the bonds using the straiglit-line method. Debt payable is 
reported net of the applicable bond premium or discount. Debt issuance costs are reported as defened 
charges and amortized using the straighf-lme method overthe term ofthe related debt. 

H. Other financing sources and uses 

In the fund financial statements, issuance of debt, including commercial paper and bonds, and transfers 
in are reported as other fmancing sources. Transfers out are reported as other fmancing uses. 

25 



San Diego County Regional Transportation Commission 
Notes to the Basic Financial Statements, Contuiued 

For the Fiscal Year Ended June 30,2010 

/. Estimates 

The preparation of basic financial statements in confonnity with generally accepted accounting 
principles in the United States requires management to make estimates and assuinptions that affect the 
reported amounts of certain assets and liabilities and disclosure of contingent assets and liabilities at the 
date ofthe basic financial statements and the related, reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates. 

/. Budgetary information 

An annual budget is adopted on a basis consistent with generally accepted accounting principles for the 
Cominission sales tax projects special revenue fund and commercial paper and sales tax revenue bonds 
debt-service fund. 

K. Recently issued and adopted accoimting principles 

In June 2008, the GASB issued Statement 53, Accounting and Financial Reporting for Derivative 
Instruments (GASB 53). GASB 53 addresses the recognition, measurement, and disclosure of 
infoi-mation regarding derivative instraments entered into by state and local govemments. The 
requirements ofthis Statement are effective for financial statements for periods beginning after June 15, 
2009. The Conmiission adopted GASB 53 in fiscal year 2010. All derivatives are to be reported on the 
statement of net assets at fair value, and depending on whether a derivative is deemed a hedge or an 
investinent instrament under GASB 53; the changes in fair value are either reported on the stateinent of 
net assets as a defenal, or in the statement of activities as investment revenue or loss. 

The Commission engaged an independent pai-ty to perfonn the valuation and required tests on all the 
swaps. Ofthe Commission's five swap transactions, the three fixed payor swaps qualify for hedge 
accounting under GASB 53. Therefore, their cumulative changes in fair value at-e offset by a 
conesponding deferred outflow account on the statement of net assets, so there is no net impact on net 
assets from these three swaps. 

The two basis swaps are deemed investment instraments under GASB 53, therefore the cumulative 
changes ofthese two swaps are reported in the statement of activities. See Note 6 for further detail. The 
effects oftiie accounting change on net assets as previously reported for fiscal year 2009 and prior years 
is an increase of $12,363,018 inillion and is adjusted as of June 30, 2009. See Note 11 for fiirther detail. 

L. Comparative data/reclassifications 

Certain amounts presented in the prior year data have been reclassified in order to be consistent with the 
cunent year's presentation. 
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San Diego County Regional Transportation Commission 
Notes to the Basic Financial Statements, Conthiued 

For the Fiscal Year Ended June 30,2010 

2. ReconcUiation of govenunent-mde and fund flnancial statements 

A. Explanation of certain differences betiveen the governmental fund balance sheet and the 
government-wide statement of net assets 

Tlie govemmental fund balance sheet includes a reconciUation between fund balances and net assets -
governmental activities as reported in the govemment-vi'ide statement of net assets. One element of that 
reconciliation explains that, "other long-tenn assets are not available to pay for current-period 
expenditures and, therefore, are deferred inthe funds." Tlie details ofthis $30,674,911 are as follows: 

Discount on bonds issued $ 509,042 

Debt issuance costs 810,006 

Deferred revenue . ^^>355,863 

Net adjustment to increase net changes in fund balances - govemmental fluids 

to arrive at changes in net assets - gbveiTimental activities $ 30,674,911 ^ 

Another element of that reconciliation states that, "derivative instniments aie not reported in the funds 
but must be reported in the stateinent of net assets." Tlie details ofthis $12,931,454 difference are as 
follows: 

Deferred outflow of resources $ 80.084,380 

Derivative instrument-swap liability (67,152,926) 

Net adjustment to increase net changes in fimd balances - govemmental funds 

to arrive at chants in net assets - govemmental activities . $ 12,931,454 

Another element of that reconciliation states that, "long-tenn liabilities, including debt payable, are not 
due and payable in the cun-ent period and, therefore, are not reported in the funds." Tlie details ofthis 
$(621,488,341) difference are as follows: 

Accmed interest payable - revenue bonds 5 (1,800,341) 

Commeicial paper payable (41,888,000) 

Bonds payable (577,800,000) 

Net adjustment to reduce net changes in fund balances - govenunental funds 

to arrive at changes in net assets - governmental activities $ (621,488,341) 

B. Explanation of certain differences betyveen the governmental fund statement of revenues, 
e.xpenditiires, and changes in fimds balances and the government-wide statement of activities 

Tlie govemmental fund statement of revenues, expenditures, and changes in fund balances includes a 
reconciliation between net changes in fund balances - total govenunental funds and changes in net 
assets of govenimental activities as reported in the govenmient-wide statement of activities. One 
element of that reconciliation explains that, "hiterest revenues in the govenmient-wide statenient of 
activities that do not provide cunent financial resources are not reported as mterest revenues in the 
fiuids." Tlie details ofthis $570,677 difference are as follows: 
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San Diego County Regional Transportation Commission 
Notes to the Basic Fmancial Statements, Continued 

For the Fiscal Year Ended June 30,2010 

Accruedinterest revenue-commercial paper $ 2,241 

Derivative instmment - investment revenue • 568,436 

Net adjustment to increase net changes in funds balances - govemmental fimds 

to arrive at changes in net assets - governmental activities $ 570,^77 

Another element of that reconciliation explains that, "the issuance of long-term debt provides cunent 
financial resources to govemmental funds, while the repayment of the principal of long-temi debt 
consumes the cuixent financial resources of govemmental funds. Neither transaction, however, has any 
effect on net assets. Also, governmental funds report the effect of bond issuance costs, premiums, 
discounts, and similar items when debt is first issued, whereas these amounts aie deferred and amortized 
in the govemment-wide statement of activities. Tliis amount is the net effect ofthese differences in the 
treatment of long-term debt and related items." The details ofthis $10,732,326 difference ai-e as follows: 

Revenue bond principal retirement . $ 11,400,000 

. Commeicial paper issued (5,450,000) 

Commeicial paper pass-tlttough payments to other governments 5,450,000 

Debt repayments fi'om other govenunents (1,182,228) 

Commercial paper paydowns 562,000 

Amortization expense on deferred'discount on bonds issued (18,344) 

Amortization expense on defened debt issuance costs (29,102) 

Net adjustment to increase net changes in flmds balances - govenunental fiutds 

to arrive at changes in net assets-govenuneiital activities _$ 10,732,326 

Another element of that reconciliation states that, "interest expenses reported in the govenunent-wide 
statement of activities do not require the use of cunent financial resources and, therefore aie not 
reported as expenditures in govemmental funds." The details of this ($1,533,383) difference are as 
follows: 

Change in interest expense-revenue bonds $ (1,531,142) 

Accraed interest expense - commercial paper (2,241) 

Net adjusbnent to increase net changes in ftinds balances - governmental flmds 

to anive at changes in net assets - govemmental activities -_$_ (1,533,383) 

3. Cash and mvestments 

A summaiy of cash and investments at June 30, 2010, was as follows: 

classification Fair 'Value 

Cash and investments $ 432,772,537 

Cash and investments - restricted for debt-service 55,563,437 

Cash and investinents- restricted for environmental mitigation 1,190,744 

Total cash and investments $ 489,526,718 
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San Diego County Regional Transportation Commission 
Notes to the Basic Fmancial Statenients, Contuiued 

For the Fiscal Year Ended June 30,2010 

Cash, cash equivalents, and investments consisted as follows on June 30, 2010: 

Cash and cash equivalents; 

Cash - deinand deposits 

Cash equivalents - 'U.S. Agencies 

Cash equivalents - Ceitificates of Paiticipation (NCTD) 

Cash equivalents - money maiket accounts and fiinds 

Total cash and cash equivalents 

Investments: 

State of California Local Agency Inveshnent Fund 

San Diego Comity Tieasuiei's Pooled Money Fund 

U.S. Agencies 

Total investments 

Total cash, cash equivalents, and mvesbnents 

Fail Value 

t 6,162 

14,472,250 

34,000,000 

142,289,836 

190,768,248 

49,374,632 

34,688,765 

214,695,073 

298,758,470 

$ 489,526,718 

Weighted Aveiage 

Matarity (Days) 

1 

38 

14 

47 

41 

182 

' 425 

443 

398 

NRSRO 

Rating 

Not rated 

AAA 

Aaa 

AAAm 

Nof iated 

Not iated 

AAA 

At year end, the Conmiission's canying amount of deposits was $6,162, and the bank balance was 
$6,162. The bank balance was covered by federal depository insurance. 

Swap investments 

The Commission is invested in two forward contract pay-variable, receive-variable investment 
derivatives with notional amounts of $156,600,000 each. At the effective date of April 1, 2018, the 
Commission will make nionthly variable payinents to the counterpaity based on the cunent Securities 
Industiy and Financial Maikets Association (SIFMA) Swap Index and receive variable payments based 
on 107.4 percent of three-month LIBOR. At June 30, 2010, these investment derivatives had a faii" 
value of $12,931,454, and are not yet rated. 

Other applicable risks (credit risk, interest rate risk, basis risk, temiination risk, roll-over risk, etc.) 
associated witli the Commission's derivative investments are described in Note 6. 

Interest rate risk 

hiterest rate risk is the risk that changes m market interest rates will adversely affect the fair value of an 
mvestment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair 
value to changes in market interest rates. As a means of limiting its exposure to fair value losses arising 
from the rising interest rates, SANDAG's investinent policy, which is adopted by the Commission, 
limits mvestments to a maxunum maturity of five years or 1,825 days from purchase date. The total 
portfolio shall not exceed the Coimnission's anticipated liquidity needs for operations for the next six 
montiis. The Commission is in compliance with all maturity provisions ofthe investment policy. 
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Credit risk 

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder 
ofthe investnient, Tliis is measured by tlie assigmnent of a rating by a nationally recognized statistical 
rating organization. The Commission is in compliance with all minimum ratmg requirements of the 
investnient policy. 

Concentration of credit risk 

The portfolio is diversified by security type and institution to avoid incurring unreasonable and 
avoidable risks regarding specific security types or individual financial institutions. Credit requirements 
listed in the investment policy apply at the time of purchase. In the event a security held by the 
Commission is subject to a credit rating change that brings it below the minimum credit ratings specified 
for purchase, the Director of Finance shall review the security. Tlie course of action to be followed will 
then be decided by the Director of Finance and either the Executive Director or the Chief Deputy 
Executive Director on a case-by-case basis, considering such factors as the reason for the change, 
prognosis for recovery or fiirther rate drops, and the market price of the security. Any credit rating 
changes below the minimum credit ratings specified for purchase will be reported to the Board of 
Directors with the next Quarterly Investment Report, along with the findings and any actions taken. 

Custodial credit risk 

The Califomia Govemment Code requires Califomia banks and savings and loan associations to secui-e the 
Commission's cash deposits by pledging securities as collateral. This Code states that collateral pledged in 
this manner shall have the effect of peifectmg a security interest in such collateral superior to those of a 
general creditor. Hius, collateral for cash deposits is considered to be held in the Commission's name. 

Tlie market value of pledged securities must equal at least 110 percent oftiie Coimnission's cash deposits. 
Califomia law also allows institutions to secure Commission deposits by pledging first trast deed mortgage 
notes having a value of 150 percent oftiie Commission's total cash deposits. Tlie Commission may waive 
collateral requirements for cash deposits, which are fiilly insured up to $250,000 by the Federal Deposit 
Insurance Corporation. The Coimnission, however, has not waived the collateralization requirements. 

4. Receivables 

Receipts of funds from other govenunental entities that are outstanding at year end are referred to as 
'due from other governments'. Tlie 'due from other govemments' were as follows: 

Sales tax receivable $ 39,889,073 
Rental income receivable 11,843 

Advance to County of San Diego for local street and road improvements 21,653,621 
Advance to City of National City for local street and road improvements 3,750,001 
Advance to City of Santee for local street and road improvements 3,950,000 

. Total due firom other govemments $ 69,254,538 
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5. Transfers 

Transfers consisted of transactions related to sales tax receipts transferred to the debt-service fund for 
the payment ofprincipal, interest, and other costs associated with long-term debt. In addition, transfers 
consisted of bond proceeds transfeiTed from the debt-sei-vice fund to pay for project expenditiires ofthe 
special revenue fund. 

6. Derivative uisti-uments 

2008 interest rate sivaps 

Objective ofthe mterest rate swaps. On November 22, 2005, the Coimnission entered into tiiree fonvard 
mterest rate swaps for $200 inillion each in order to hedge the interest rate risk associated witli ftiture 
variable-rate revenue bonds expected to be issued in 2008 by "locking in" a fixed interest rate. Tlie intention 
ofthe Commission in entering into the swap was to lock in a relatively low cost of fiinds on a substantial 
portion ofthe TransNet Early Action Program. Tlie variable rate bonds were issued March 27, 2008. 

Terms. Tlie initial notional ainounts ofthe swaps were $200 million each. Tlie cunent notional amounts of 
the swaps ai-e $192.6 inillion each. Under two ofthe swaps, tlie Commission pays the counterpaities a fixed 
payinent of 3.8165 percent and receives a variable payment based on 65 percent of one-month London 
Interbank Offered Rate (LIBOR) for 10 years. In the tenth yeai-, tlie swaps will Convert to the Securities 
Industiy and Financial Markets Association (SIFMA) Municipal Bond hidex for the remaining 20 yeais, 
paid monthly. Underthe tliii-d swap, the Commission pays tlie counteipaity a fixed payment of 3.41 percent 
and receives a variable payment based on 65 percent of one-month LIBOR for the 30-year period. Tlie 
notional ainounts and matiirity dates ofthe swaps match the notional amounts and the matiirity dates oftiie 
bonds that were issued in March 2008. Tlie vaiiable rates paid on tiie 2008 bonds are expected to closely 
match tlie variable rates received on the swaps over tlie tenn of tlie bonds and swaps. 

Fair values. Because interest rates have declined since execution of the swaps, the swaps had a total 
negative fair value of $80,084,380 as of June 30,2010. The Bank of America swap had a negative fan value 
of $29,182,340; the Menill Lynch Capital Services swap had a negative fair value of $25,451,020; and the 
Goldman Sachs Mitsui Marine Derivative Products had a negative fair value of $25,451,020. The fair 
values ofthe derivatives were estimated by an independent third-party based on mid-market levels as of 
the close of business on June 30, 2010. The fair values ofthe interest rate swaps were estimated using 
tlie zero-coupon metiiod. Tliis method calculates tlie future net settlement payinents required by the 
swap, assuming that the cunent forward rates implied by the yield curve conectly anticipate fiitiire spot 
interest rates. Tiiese payments are then discounted using the spot rates implied bythe cun-ent yield curve 
for hypothetical zero-coupon bonds due on the date of each futiire net seti:lemeiit on the swaps. The fair 
values take into consideration the prevailing interest rate enviromnent and the specific ternis and 
conditions ofthe swaps. 

CretUt risk. Tliis is the risk tliat the counterparty will fail to perfonn under the tenns ofthe agreement. As of 
June 30, 2010, tiie Cominission was not exposed to credit risk on these swaps because ofthe negative fair 
values. However, should interest rates change and the fair values of liie swaps become positive, the 
Commission would be exposed to credit risk in the amount of the swaps' fair values. Favorable credit 
ratings ofthe counterparties (Bank of America, MeniU Lynch Capital Semces, and Goldman Saclis Mitsui 
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Marine Derivative Products) mitigate this risk. As of June 30, 2010, Bank of America was rated Aa3 by 
Moody's and A+ by Standard & Poor's; Menill Lynch Capital Services was rated A2 by Moody's and A by 
Standai-d & Poor's; and Goldman Sachs Mitsui Mai-ine Derivative Products was rated Aal by Moody's and 
AAA by Standard and Poor's. Tiiere were no rating changes during the fiscal year. Tlie ratings ai'e 
monitored on a weekly basis. In addition, the fair value of the swaps will be fully collateralized by the 
counterparty with cash or United States goveniment securities ifthe couiiteiparty's credit quality falls below 
arating of Baa2 by Moody's or BBB by Standard & Poor's. Collateral would be posted with a tliird-paity 
custodian. 

Interest rate risk. Tliis is the risk that changes in market interest rates will advereely affect the net payinent 
on Hie swaps. Tlie Commission is exposed to interest rate risk on its swaps when LIBOR decreases causing 
the Commission's net payinent on the swaps to increase. 

BasL^ risk. This is the risk of a mismatch between the variable rate received from tlie counterparty and the 
variable rate paid on the variable rate debt issued in 2008, The Conmiission is exposed to basis risk should 
the floating rate that it receives on a swap be less than the actual variable rate the Commission pays on the 
bonds. Depending on the magnitude and duration of any basis risk shortfall, the effective fixed rate on the 
debt will vary. Based on historical experience, staff expects the payments received under the agreements to 
approximate the expected bond payments over the 30-year term of the swaps. Due to the unprecedented 
market occunences during the last few years, the Commission has been exposed to basis risk since Hie 
variable rate received fl-om the counteiparty, which is 65 percent of LIBOR, was less than the variable rate 
the Coimnission paid on the bonds. Tlie basis risk has nanowed FY 2010, reporting a basis difference of a 
negative $637,000 as compared to a negative of $1.9 million in FY 2009. As the market continues to return 
to a more nonnal state, tliis basis risk is expected to continue to decline. 

Termination risk and termmation payments. This is the risk tliat tlie transaction is tenninated in a market 
dictating a tennination payment by the Commission. The Commission can terminate the swap at the fair 
value by providing notice to tlie counterparty, while the counterparty may only temiinate the swap upon 
certain tennination events under the tenns ofthe agreeinent Tlie Cominission or the counterparties may 
tenninate the swap if Hie otiier party fails to perfonn under the terms ofthe contracts, such as the failure to 
make swap payments. If the swap is tenninated, the expected variable-rate bonds would no longer be 
hedged. Given the negative fair value of June 30, 2010, the Coimnission was not in a favorable temiination 
position relative to the market. 

Rollover risk. Tliis is the risk that maturity ofthe hedgmg derivative instraments is shorter than the maturity 
ofthe associated debt leaving the Commission unprotected in the fiiture. When these swaps terminate, or in 
the case of a tennination option, if tire counterpaity exercises its option, the Commission will be re-exposed 
to the risks being hedged by the swaps, Tlie Commission is exposed to rollover risk on the swaps only in the 
event ofa failure to perfonn under the tenns ofthe contracts by the Commission or counterparty. 

Reset rates paid and received by the Conmiission. Tlie weekly variable interest rates paid on the 
2008 TransNet Bonds, by tiie Commission to the bondholders for the period July 1, 2009, through 
June 30, 2010, ranged from 0.10 percent to 0.35 percent for Barclays Bank, 0.08 percent to 0,30 percent for 
Goldman, Saclis & Co,, 0,20 percent to 0,60 percent for J.P. Morgan Securities, Inc., and 0.20 percent to 
0.70 percent for EJ De La Rosa. Fixed rates paid by the Commission to the swap provider counterparties 
were 3.41 percent to Bank of America and 3.8165 percent to Memll Lynch Capital Services and Goldman 
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Sachs Mitsui Mai-ine Derivative Products. Sixty-five percent (65 percent) of LIBOR received by tlie 
Commission fi-om the swap provider'counterpaities ranged from 0.14869 percent to 0,22994 percent during 
the same time period. 

Actual debt-service requirements versus the projected debt-sen<ice on the swap transaction. Forthe fiscal 
year ending June 30, 2010, Bank of America actiial debt sei-vice was $6,998,020 vemis projected debt 
seivice of $6,664,845; Menill Lynch Capital Sei-vices actual debt service was $7,552,435 vereus projected 
debt service of $7,459,349; and Goldman Sachs Mitsui Ma-ine Derivative Products actiial debt service was 
$7,669,793 versus projected debt service of $7,459,349, hi total, actiial debt service was $22,220,248 versus 
projected debt sei-vice of $21,583,543, which resulted in an unfavorable position of an excess of variable 
rate payments made on Hie bonds as compared to the variable rate payinents received from the swap 
counterparties in the amount of $636,705 for FY 2010. Over the life oftiie swaps firom the issuance ofthe 
bonds tlu-ougli June 30, 2010, cumulatively the Commission is in an uirfavorable position of $2,480,725. 
Tliis means tiiat the net variable rates the Conmiission is paying on the 2008 TransNet bonds is more than 
the variable rate the Coimnission is receiving, and Hiese rates were originally intended to offset and net to 
zero. Tlie total net cost ofthe progi-am includes the liquidity facilities with Dexia and JP Morgan. Tlie Dexia 
Standby Bond Purchase Agi-eemeiit (SBPA) has a cost of 22.5 basis points. The JP Morgan SBPA originally 
carried a cost for the initial one-year tenn of 20 basis points, Althougli the credit maiket was improving, 
accessibility and supply impacted liquidity facility renewals in general. As a result, the renewal fee was 105 
basis points for another one-year tenn tiirough Mai-ch 2010, A second renewal in March 2010 subsequently 
lowered Hie renewal fees to 74 basis pomts througii March 2011. Tlie Conmiission continues to explore 
opportunities to lower the cost oftiie liquidity facility and will agam pursue coinpetitive options as we near 
the renewal tenn of March 2011. Althougli the total net cost ofthe program is higlier tiian originally 
anticipated, tlie variable rate fmancing has met Hie Commission's objective, as Hie total net cost ofthe 
program has been less than if the Commission had issued fixed rate bonds in April 2008, resulting in 
cumulative savings of more tiian $11.9 miUion as of June 30, 2010. 

2018 basis rate swaps overlay to the 2008 interest rate swaps 

Objective ofthe basis rate swaps. On March 19, 2009, the Conmiission entered into a SIFMA versus 
LIBOR floating-to-floating or "basis" swap. The combination ofthe Basis Swaps and the existing 2008 
Interest Rate Swaps effectively amended the existing swaps without having to change the existing 
floatiiig-to-fixed interest rate swaps. Tliis overiay allowed the Commission to competitively bid the new 
transaction to a group of potential counterparties without changing the existing 2008 hiterest Rate 
Swaps. The Commission entered into a new ti-ansaction witii Barclays Bank PLC to overiay the tenns 
under two ofthe 2008 Interest Rate Swaps, with an expected benefit to the Commission ofa substantial 
reduction in the cost of debt after 2018. 

Terms. The initial notional amounts ofthe swaps are $156.6 million each. Under two oftiie 2008 
Interest Rate Swaps, the Commission pays the counterparties a fixed payment of 3.8165 percent and 
receives 65 percent of LIBOR (througli April 2018) and thereafter receives the SIFMA index, Tlie 2018 
Basis Rate Swaps overiay these two 2008 hiterest Rate Swaps with a payment ofthe SIFMA index and 
a receipt of 107,4 percent of LIBOR for the last 20 years ofthe swap (April 2018 to April 2038), 

Fair values. Tlie swaps had atotal combmed positive fair value of $12,931,454 as of June 30, 2010, The 
fan- values ofthe derivatives were estimated by an independent third-party based on mid-market levels 
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as ofthe close of business on June 30, 2010. Tlie fair values take into consideration the prevailing 
interest rate environment and the specific tenns and conditions ofthe swaps. 

Credit risk. Tliis is the risk that the counterparty wiU fail to peifonn uiider the tenns ofthe agreements. As 
of June 30, 2010, the Commission was exposed to credit risk on these swaps in the amount of $12,931,454, 
which is the derivatives' fair value. However, should interest rates change and the fair value ofthe swaps 
become negative; the Commission would not be exposed to any credit risk. Tlie favorable credit rating ofthe 
counterparty mitigates this risk. As of June 30, 2010, the swap counteiparty, Barclays Bank PLC, was rated 
Aa3 by Moody's and AA- by Standard & Poor's. 

Interest rate risk. Tliis is the risk that changes in market interest rates will advereely affect the net payment 
on the swaps. Tlie Conunission is exposed to interest rate risk on its swaps when LIBOR decreases causing 
tiie Conmiission's net payment on tiie swaps to increase. 

Basis risk. Tliis is the risk that benchmark tax-exempt interest rates paid by the Commission differ from 
the variable swap rate received from the applicable counterpaity. The Commission bears basis risk on 
each of its basis swaps. The swaps have basis risk since the Commission receives a percentage of 
LIBOR and pays the tax-exempt benchmark SiFMA Swap Index. Tlie Cominission is exposed to basis 
risk should the fioating rate that it receives on a swap plus a spread (107.4% of 3-inonth LIBOR) is less 
than the SIFMA Swap hidex variable rate the Commission pays on the swap. If a shoitfall occurs, the 
magnitude and duration would impact the expected cost savings fromthe basis swap. 

Termination risk and termination payments. Tliis is the risk that the transaction is tenninated in a market 
dictating a tennination payment by Hie Commission. The Commission can temiinate a swap at the fair 
market value by providing notice to the counteipaity, while the counterparty may only tenninate Hie swap 
upon certain tennination events under the tenns ofthe agi-eement. Given the positive fair value at June 30, 
2010, the Commission was in a favorable tennination position relative to the market. 

7. Long-teiTO debt 

The following is a summary of long-tenn debt forthe year ended June 30, 2010: 

Sates Tax Revenue Bonds: 
2008 Series ABCD 

Commercial Paper Notes 

Total long-term debt 

Balance 
July 1,.2009 

$ 589,200,000 

37,000,000 

$ 626,200,000 

$ 

$ 

Debt 
Issued 

5,450,000 

5,450,000 

$ 

$ 

Debt 
Retired 

(11,400,000) 

(562,000) 

(11,962,000) 

Balance 
JuneSO, 2 0 1 0 . 

$ 577,800,000 

41,888,000 

$ 619,688,000 
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Classification 

Noncunent Liabilities 
Due Within 
One Year 

$ 11,700,000 
7,888,000 

$ 19,588,000 

Due in More 
Than One Yeai 

$ 566,100,000 

$ 566,100,000 

Restricted Liabilities 
Due Within 
One Yeai 

$ 
34,000,000 

$ 34,000,000 

Total 

$ 577,800,000 
41,888,000 

$ 619,688,000 

Sales Tax Revenue Bonds: 
2008 Series ABCD 

Commercial Papei Notes 
Total long-teim debt 

On June 30, 2010, long-tenn debt consists of 2008 variable rate revenue bonds issued by the 
Coimnission that are collateralized by a pledge of the revenues from a one-half percent sales tax 
imposed within the County of San Diego. Lbng-teim debt also consists of commercial paper notes issued 
by Hie Conmiission. Tlie notes are payable from and secured by a pledge ofthe retail transactions and use 
tiix subordmate to the pledge of such retaU transactions and use tax which secures liinited taix bonds issued 
or to be issued. Proceeds from long-tenn debt are to be used primaiily to fund certain transpoitation projects 
inthe San Diego County region. 

As matiirity of commercial paper notes is 270 days or less, the commercial paper notes are classified as 
due within one year. 

The 2008 Series ABCD bonds 

On March 27, 2008, the Commission issued $600,000,000 of variable rate bonds to fliiid some ofthe 
major projects identified in the TransNet reautiiorization (approved by voters in November 2004) under 
tiie 'Early Action Program.' 

Tlie principal requirements to inaturity for the 2008 Series ABCD bonds are as follows: 

Maturity 
(April 1) 

2011 

2012 

2013 

2014 

2015 

2016-2020 

2021-2025 

2026-2030 

2031-2035 

2036-2038 

Total 

Principal 
Amount 

$ 11,700,000 

12,300,000 

12,600,000 

13,200,000 

13,800,000 

• 76,800,000 

93,000,000 

112,500,000 

136,200,000 

95,700,000 

$ 577,800,000 

Interest 
Amount 

$ 25,383,726 

24,860,487 

24,314,066 

23,751,087 

23,161,615 

106,131,463 

87,645,884 

65,242,634 

38,130,232 

7,514,113 

$ 426,135,307 

Tlie bonds bear interest at a variable rate, which is reset weekly. See Note 6 for the aimual reset rate 
ranges for each remarketing agent 
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Commercial paver notes 

Tlie Commission cunently has a $100,000,000 tax-exempt commercial paper program (Series B). Under 
the Credit Agi-eement relating to the Series B Notes, dated November 9, 2005, the commercial paper is 
available through 2048, which is the end ofthe TransNet Extension Ordinance period. 

During the fiscal year, the maximum outstanding balance was $42,075,000. As of June 30, 2010, there 
was $41,888,000 outstanding. Interest rates during the cunent year have varied from 0.20 percent to 
1.25 percent, with maturities from 1 day to 35 days. Interest rates on outstanding amounts at 
June 30, 2010, ranged from 0.31 percent to 0.37 percent, with maturities from 8 days to 28 days. 

The scheduled principal requirements to maturity for the Series B commercial paper are as follows: 

Scheduled 
Repayment 

2011 
2012 
2013 
2014 
2015 

2016-2020 
2021-2025 
2026-2030 
2031-2035 

Total 

Principal 
Amount 

$ 1,184,000 
2,323,000 
2,747,000 
2,071,000 
1,814,000 
8,699,000 
6,700,000 
7,700,000 
8,650,000 

$ 41,888,000 

Interest 
Amount 

$ 129,853 
126,182 
118,981 
110,465 
104,045 
98,422 
71,455 
50,685 
26,815 

$ 836,903 

8. Unrestricted net asset (deflcit) 

Tlie unrestricted net assets deficit of, $102,401,145 results primarily from the issuance ofthe 
$600,000,000 revenue bonds in fiscal year 2008 for transportation related projects, primarily major 
conidor and enviromnental mitigation. The Commission plans to repay the bonds with future sales tax 
revenue which is dedicated for transportation projects. See Note 7 on long-term debt for fiirther 
infonnation. 

9. Risk management 

Insurance coverage is maintained for the Commission by SANDAG. See SANDAG's Comprehensive 
Annual Financial Report for further details. 
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10. Subsequent event 

On November 10, 2010, the Commission issued $350,000,000 Series 2010 A and B sales tax revenue 
bonds to finance the Commission's continued implementation of the TransNet progi-am, principally 
consisting of transportation facility arid public infrastractiire improvements within the County of San 
Diego, to retire $7,316,000 in outstanding commercial paper notes, and to pay the costs of issuing the 
Series 2010 Bonds. Tlie Series A Build America Bonds (BABS) totaled $338,960,000 and cany a fixed 
interest rate of 5,911 percent (net interest rate of 3.89 percent after deducting the BABs 35 percent 
federal subsidy) with a matiirity date of April 1, 2048. Tlie Series B Tax-Exempt bonds totaled 
$11,040,000 with an interest rate of 3.14 percent, based on an interest rate range of 2.00 - 5.00 percent 
and a inaturity date ofApril 1, 2030. 

11. Restatements 

Tlie begimiing fund balance in the sales tax projects special revenue fund, a special revenue fund, has 
been increased by $21,116,068 due to the effects of sales tax revenue being understated in the previous 
year by amounts which should have been accraed at June 30, 2009. In accordance with GASB Statement 
No. 33, derived tax revenues are to be accraed when the underlying exchange transaetion occurs, which 
is the remittance of sales tax to the Commission by the State of Califomia (State). Because amounts 
collected by the State for sales occuiTiiig in the quarter including April, May and June are typically 
remitted to the Commission in July and August, along with a portion oftiie September remittance, these 
revenues should be accraed back to the prior period. Beginning net assets in the govemment-wide 
statement of activities for govemmental activities, as well as, financial data in the management's 
discussion and analysis for 2010 has been restated to reflect what would have been the sales tax balance 
at 2009. Tlie statement of activities for tiie year ended June 30, 2010 continues to report 12 montiis of 
cash receipts, and the change in methodology reports an mcrease m the cuiTent year of $4,501,305 over 
the prior methodology. Tliis adjustment is for financial reporting purposes only and did not affect 
aUocations to member agencies, as allocations are made on a cash basis. Management will continue to 
record sales tax revenue in futiire years using the same methodology. 

The two basis swaps that are deemed investment instraments under GASB 53 require a restatement of 
beginning net assets. The effects ofthe accounting change on net assets as previously reported for fiscal 
year 2009 and prior years is an increase of $12,363,018 inillion. Begimiing net assets in the govennnent-
wide stateinent of activities for govemmental activities, as well as financial data in the management's 
discussion and analysis for 2010 has been restated to reflect what would have been the investment 
eamings balance at 2009. 
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The cumulative elTect ofthe changes in net assets in the statement of activities is as follows: 

Net assets (deficit) - beginning ol'year, previously reported $ (68,758,873) 

Adjustment of general revenues: 
Sales t<ix . 21,116,068 
hiveslnienl earmngs • 12.363.018 

Net assets (deficit) - begimiing ofyear, as restated S (35.279,787) 
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RHVENUESl 

Sales ln.\ 

Inveslmenl earnings 

Oilier ivvon lies 

'rolal revenues 

IBudgeted Amounls 

Original 

S 2.34,336,683 S 

1,500,001) 

-

Filial 

199,792,224 

1,5011,000 

S 

Acluu! Ainounts 

2()8,5IW.753 

2,503,894 

91,664 

Variance wilh 

Final Budgel 

S 8,712,529 

1,01)3,894 

91,664 

235,836,683 201,293,224 211,100,311 9,80S,0S7 

KXI'ENDITURKS: 

Current: 

General governmeni 

Bicycle lucililics 

?iKic]>cn(Ieni Titxpayer OversiglU Coniinitice 

Major corridor capital projects 

Mitjor corriilor environmenlal miligalion 

Local projecl environmental mitigation 

Local sireet improvemenis 

Sniarl growth 

New major corridor transil operations 

Transit system improvemenis 

Tolal expenditures 

REVENUES OVER 

(UNDER) EXPENDITURES 

2,343,367 

4,686,734 

33.1,310 

86,249,0S3 

9,986736 

4,08.'i.483 

66,048,640 

4,766,397 

18,3S4,673 

37,45l),260 

234,336.683 

l,.')0(),l)l)0 

1,997,922 

3.99.'i,844 

3.3.^310 

73.5I.S.9')7 

S,.'il2,.^78 

3.482,337 

56,297.776 ' 

4,062726 

l.i,670,.'il.'i 

31,921,419 

199792,224 

l.SOO.OOO 

1,997,922 

1,006,807 

126,063 

127,6.«,. ' i l l 

19,388,696 

1,913 

27,477,9,'i9 

875.303 

2,180,492 

54,038,344 

2.34,726,010 

(23,625,699) 

-
2.9S'),037 

209,247 

(54,116,514) 

(10.876.318) 

3,480,424 

28,819,817 

3.187,423 

• 13,490,023 

(22.116,925) 

(34.933786) 

(25,125.699) 

OTIIER FINANCING SOURCES (USES); 

Tmnsl'en, in 

Tnuisfers nul 

'I'oliil olher (liinncing .sources (ascs) 

Net change in rtiiul bnhincos 

96,233,819 

(.33,018,513) 

64717.306 

82,028.375 

(.33.018,513) 

49,009,862 

50.509.862 

153.735,820 

(44,004,299) 

109,731 „521 

86,10,5.822 

(71,707.445) 

10.985.786 

(60.721.659) 

35.595,960 

FUND UAUANCES: 

Beginning ofyear. as rcslaled 

Endofyear 263..39l,445 249.184.001 2,84,779,961 S 

See accompanying.Noles lo Required Supplemenlary Informaiion 
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1. Budgetaiy information 

An annual budget is adopted on a basis consistent with generally accepted accounting 
principles for the Commission sales tax projects special revenue fund (special revenue 
fund). The special revenue fund has a legally adopted annual program budget based on 
expected sales tax revenue receipts. 

After the annual budget is adopted, tlie Board of Directors can legally amend the budget 
at any time during lhe fiscal year to incorporate changes in expected sales tax revenues. 

Transfers consisted of transactions related to sales tax receipts transferred to the debt-
service fund for lhe paynient ofprincipal, interesi, and other costs associated with long-
term debt. In addition, transfers consisted of transactions using bond proceeds transferred 
from the debt-service fund to project expenditures ofthe special revenue fund. 

2. Additional appropriations or amendments 

Amendmenls were made lo the special revenue fund lo reflect a reduction in expected 
sales lax revenue, as approved by the Board of Direciors. 

3. Excess of expenditures over appropriations 

Expenditures for lhe year ended June 30, 2010, exceeded appropriations by $34,933,786 
in lhe special revenue fund. Appropriations reflect eslimaled expenditures for one year 
based on estimaled sales lax revenue in the same year; however revenues received are 
expended for multi-year projects iherefore the actual expenditures will vary depending on 
the projecl schedules. The Commission's unreserved fund balance which includes pi-ior 
year sales Ua revenues covered the excess. 

Excess over 
Fund . Filial Budgel Actual Appropriations 

Sales tax projecrs special revenue aind 5 199,792,224 S 234,726,010 5 34,933,786 
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For the year ended June 30, 2010 

Budgclcd Amounts 

REVENUES: 

Inveslmenl eiirnhiys 

Dcbl rcpii> ments iVoni other yovcrnmcnls 

Total revenues 

Original . Acluai Amounts 

S 6,708,360 

1,182.228 

Variance witli 

Final Budgel 

S 6,708,360 

1,182,228 

KXPENDITURr^S: 

CuiTcni: 

Local slrcci iniprovcments 

Debt-ser vice: 

Principal retirement 

Inleresl and other ctuirgcs 

Tolal e^pen^tlt^lrt'S 

11..100.000 

21.61S..'il3 

II,-100,000 

21,6 IS,.'; 13 

.S.-ISO.OOO 

11,962,000 

26,678,486 

(.'i,450.000) 

(562.000) 

(5,059,973) 

33,018,513 33,018.513 44,090.486 (11,071.973) 

REVENUES OVER 

(UNDER) EXPENDITURES (33.018.513) (.33,018,513) (36.199.898) (3.181.385) 

OTHER FINANCING .SOURCF.S,(USES): 

Traiist'cns in 

Transfers om 

Conunercial paper i.ssued 

Total other financing .sources (u.scs) 

33.018.513 

(96,235.819) 

(6.3.217.306) 

.33.018.513 

(96-,235,S19)' 

(63.217,306) 

44,004,299 

(153,735.820) 

5.450.000 

(104.281.321) 

(10.985.786) 

57.500,001 

(5,450.000) 

41.064.215 

Net change in Tund balances (96.235.819) (96.23.5.SI9) (140.481.419) (44,245.600) 

FUND BALANCES: 

Beginiiiog ol'year 

End orvear 

353.697.670 3.53.697.670 353.697,670 

213.216,251 (44.245.600) 
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To the Honorable Chair and Meiiihers ofthe Board of Directors 
San Diego County Regional Transportation Commission 
San Diego, Califoriiia 

REPORT ON COMPLIANCE AND OTHER MATTERS AND ON INTEIiNAL 
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 

STANDARDS 

We have audited the basic financial statements of the San Diego County Regional Transportation 
Commission (Commission), a component tiiiit ofthe San Diego Association of Governments (SANDAG) 
as of and for the year ended June 30, 2010, and have issued our report thereon dated December 22, 2O10. 
We conducted our audit in accordance, with auditing standards generally accepted in the United States of 
America and the standards applicable to financial aiidits contained in Government Auditing Slaiidards, 
issued by the Comptroller General ofthe United States. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whetiier the Commission's financial stateinents are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of fmancial statement amounts, However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not e.\press 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under GovemmeiU Audiling Standards. 

Intemal Control Over Financial Reportina 

In planning and performing our audit, we considered the Comniission's internal control over tinancial 
reporting as a basis for designing our auditing proced(jres for Uie purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Commission's internal control over financial reppi-ting. Accordingly, we do not express an opinion on 
the effectiveness ofthe Commission's internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
delect and correct misstatements on a tunely basis. A material wealcness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
ofthe entity's financial statements will not be prevented, or detected and corrected on a timely basis. 

Our consideration ofthe internal control over financial reporting was for tlie limited purpose described in 
the first paragraph of this section and would not necessarily identify all the deficiencies in the internal 
control that might be deficiencies, significant deficiencies or material weaknesses. We did not identify 
any deficiencies in Interna! control over financial reporting that we consider to be material weaknesses, 
as defined above. 
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To the Honorable Chair and Meinbers of the Board of Directors 
San Diego County Regional Traiisportation Commission 
San Diego, California 

This report is intended solely for the infprmation and use ofthe Coiiimission's Board of Directors, 
management, and others within the Commission and is not intended to be and shouid not be used by 
anyone other, than these specified parties. However, this report is a matter of public record and its 
distribution is not limited. 

Irvine, California 
December 22, 2010 



APPENDIX C 

BOOK-ENTRY ONLY SYSTEM 

The information in this section concerning DTC and DTC's book-entry system has been obtained from 
sources that the Conmiission believes to be reliable, but the Commission takes no responsibility for the accuracy 
thereof. 

Portions of the following information concerning DTC and DTC's book-entry system have been obtained 
from DTC. The Conmiission and the dealers make no representation as to the accuracy or completeness of such 
information. 

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the 
Notes. The Notes will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's 
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One 
fully-registered Master Note will be issued for each Series of the Notes, each in the aggregate principal amount of 
such Series, and will be deposited with DTC. 

DTC, the world's largest securities depository, is a limited-purpose trust company organized under the New 
York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a "clearing coiporation" within the meaning of the New York Uniform Commercial Code, 
and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934. DTC holds and provides asset servicing for over 2.2 milHon issues of U.S. and non-U.S. equity issues, 
coiporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC's 
paiticipants ("Direct Paiticipants") deposit with DTC. DTC also facilitates the post-trade settlement among Direct 
Participants of sales and other securities transactions in deposited securities, through electronic computerized 
book-entry transfers and pledges between Direct Participants' accounts. This eUminates the need for physical 
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and 
dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Coiporation ("DTCC"). DTCC, in turn, is owned by a number of 
Direct Participants of DTC and Members of the National Securities Clearing Corporation, Fixed Income Clearing 
Coiporation, and Emerging Markets Clearing Coiporation (NSCC, FICC, and EMCC, also subsidiaiies of DTCC),, 
as well as by the New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association 
of Securities Dealer, Ihc. Access to the DTC system is also available to others, such as both U.S. and non-U.S. 
securities brokers and dealers, banks and trust companies, and clearing corporations that clear thi'Ough or maintain a 
custodial relationship with a Direct Paiticipant, either directly or indirectly ("Indirect Participants"). DTC has a 
Standard & Poor's rating of AA-i-. The DTC Rules applicable to its Participants aie on file with the Securities and 
Exchange Conmiission. More information about DTC can be found at www.dtcc.com and www.dtc.org. 

Purchases of Notes under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the Notes on DTC's records. The ownership interest of each actual purchaser of each Note 
("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. Beneficial Owners 
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to 
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, , 
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of 
ownership interests in the Notes are to be accomplished by entries made on the books of Direct and Indirect 
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing 
their ownership interests in the Notes, except in the event that use of the book-entry system for the Notes is 
discontinued. 

To facilitate subsequent ti'ansfers, all Notes deposited by Direct Pai'ticipants with DTC are registered in the 
name of DTC's pai'tnership nominee, Cede & Co., or such other name as may be requested by an authorized 
representative of DTC. The deposit of Notes with DTC and their registration in the name of Cede & Co. or such 
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual 
Beneficial Owners of the Notes; DTC's records reflect only the identity of the Direct Participants to whose accounts 
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such Notes are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Pai'ticipants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time. 
Beneficial Owners of. Notes may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Notes, such as defaults and proposed amendments to the Note documents. For 
example, Beneficial Owners of Notes may wish to ascertain that the nominee holding the Notes for their benefit has 
agreed to obtain and transmit notices to Beneficial Owners. In the alternative. Beneficial Owners may wish to 
provide their names and addresses to the registrar and request that copies of notices be provided directly to them. 

Neither DTC nor Cede & Co. (nor any DTC nominee) will consent or vote with respect to the Notes unless 
authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its usual procedures, DTC 
mails an Onmibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & 
Co.'s consenting or voting rights to those Direct Pai'ticipants to whose accounts Notes are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and undivided payments on the Notes will be made to Cede & Co,, or 
such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct 
Participants' accounts upon DTC's receipt of funds and corresponding detail information from the Commission or 
the Issuing and Paying Agent, on payable date in accordance with their respective holdings shown on DTC's 
records. Payments by Pai'ticipants to Beneficial Owners will be governed by standing instructions and customai'y 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in "street 
name," and will be the responsibility of such Participant and not of DTC, the Issuing and Paying Agent, or the 
Commission, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of 
redemption proceeds, distributions and dividend payments to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the Cominission or the Issuing and Paying 
Agent, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services as securities depository with respect to the Notes at any time by 
giving reasonable notice to the Commission or the Issuing and Paying Agent. Under such circumstances, in the 
event that a successor depository is not obtained, Note certificates are required to be printed and delivered. 

The Commission may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository). In that event, Note certificates will be printed and delivered to DTC. 
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APPENDIXD 

DEFINITIONS AND SUMMARY OF THE LEGAL DOCUMENTS 

DEFINITIONS 

The followmg are summaries of definitions of certain terms used in this Summary ofthe Legal Documents. 
All capitalized terms used but not defined in this Offering Memorandum will have the meamngs set forth in the 
Indenture. 

Accreted Value means, with respect to any Capital Appreciation Bond, the principal amount 
thereof plus the interest accrued thereon, compounded at the approximate interest rate thereon on each date specified 
therein. The Accreted Value at any date will be the amounts set forth in the accreted value table as of such date, if 
such date is a compounding date, and if not, as ofthe immediately preceding compounding date. 

Administrative Agent means the entity, acting as administrative agent under a Support 
Agreement, or its successor as administrative agent; provided, however, that, in the event that either (i) no 
Administrative Agent has been appointed under a Support Agreement or (ii) utilization of an Administrative Agent 
is discontinued under any Support Agreement, all references contained in the Indenture to "Administrative Agenf 
will be deemed to be references to the Bank which has entered into such Support Agreement withthe Commission. 

Advance means each advance of funds from a Support Facility, in accordance with the tei'ms of 
the Support Agreement entered into in connection with such Support Facility. 

Advice means a notice or a written instrument, executed by the Issuing and Paying Agent for a 
Series ofNotes and delivered to the Depository for such Series ofNotes, which specifies the amount by which the 
indebtedness evidenced by the Master Note delivered in connection with such Series ofNotes is to be increased or 
decreased on any particular date, and which includes such other information as may be required pursuant to the 
systems and procedures of the Depository apphcable to implementation of its book-entry program for obligations of 
the character of siich Series ofNotes. 

• Alternate Facility means a replacement Support Facility provided pursuant to the provisions of 
the Indenture and the instruments pui'suant to which such Support Facility is provided. 

Assumed Debt Semce means for any Fiscal Year the aggregate amount of principal and interest 
which would be payable on all Senior Lien Debt, Notes and Parity Debt if each Excluded Principal Payment were 
amortized for a period commencing on the date of calculation of such Assumed Debt Service and ending on the 
earlier of (i) the Tax Expiration Date, and (ii) the date which is thirty (30) years firom such date of calculation, on a 
substantially level debt service basis, calculated based on a fixed interest rate equal to the rate at which the 
Commission could borrow for such period, as certified by a certificate of a financial advisor or investment banker, 
delivered to the Tmstee, who may rely conclusively on such certificate, such certificate to be delivered within thirty 
(30) days ofthe date of calculation. 

Authorized Representative means the Chair of the Board of Directors, Executive Director, the 
Chief Deputy Executive Director, the Director of Finance, the TransNet Program Manager, or any other person 
designated to complete and deliver Issuance Requests and who has been identified in a Certificate of the 
Commission delivered to the Issuing and Paying Agent and whose signature has likewise been certified to the 
Issuing and Paying Agent. 

. . Available Amount means the initial amount available to be drawn on a Support Facility as set 
forth in such Support Facility or the Support Agi'eement entered into in connection with such Support Facility, as 
applicable, as such amount may be reduced and/or reinstated pursuant to the terms of such Support Facility or the 
Support Agreement entered into in connection with such Support Facility, as applicable, and available to be drawn 
under such Support Facility. 
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Bank means a provider or the providers of a Support Facility securing a Series ofNotes. 

Bank Loan means each loan of fimds made by a Bank to repay an Advance, in accordance with 
the teim s of the Support Agreem ent entered into by such Bank with the Commission. 

BMA Municipal Swap Index means the index based upon the weekly interest rates of tax-exempt 
variable rate issues included in a database maintained by Municipal Market Data or any successor indexing agent 
which meets the specific criteria established by the Bond Market Association. 

Board means the Board of Directors of the Commission. 

Bond Indenture means the Existing Bond Indenture and the Sales Tax Extension Bond Indenture 
or either of them. 

of them. 
Bond Trustee means the Existing Bond Trustee or the Sales Tax Extension Bond Trustee or either 

Bonds means the Second Senior Bonds and the Sales Tax Extension Bonds or either of them. 

Business Day means, for so long as DTC will be the Depository for any Series ofNotes, any day 
on which DTC is scheduled to be open for money market instrument .settlement services, and is other than: (1) a 
Saturday, Sunday, or a day on which banking institutions in the State or the State of New York are authorized or 
obligated by law or executive order to be closed; (2) a day on which the New York Stock Exchange is authorized or 
obligated by law or executive order to be closed; and (3) for purposes of payments and other actions relating to 
Notes secured by a Support Facility, a day upon which commercial banks are authorized or obligated by law or 
executive order to be closed in the city in which demands for payment are to be presented pursuant to such Support 
Facility. 

Certificate, Stateinent, Request, Requisition and Order of the Commission mean, 
respectively, a written certificate, statement, request, requisition or order signed in the name of the Commission by 
its Executive Director, Chief Deputy Executive Director, Director of Finance, TransNet Program Manager or any 
other person authorized by the Executive Director to execute such instruments. Any such instrument and supporting 
opinions or representations, if any, may, but need not, be combined in a single instrument with any other instrament, 
opinion or representation, and the two or more so Combined wUl be read and construed as a single insti'ument. 

Certificate Agreement means the Book-Entry-Only Money Market Instniment (Master Note 
Program) Certificate Agreement, dated as of November 6, 2003, between the Issuing and Paying Agent and DTC. 

Code means the Intemal Revenue Code of 1986, and the regulatioas applicable thereto or issued 
thereunder, or any successor to the Intemal Revenue Code of 1986. Reference to any particular Code section will, 
in the event of such a successor Code, be deemed to be reference to the successor to such Code section. 

Conunission means San Diego County Regional Transportation Commission, a public entity of 
the State, duly organized and existing under the Law. 

Costs oflssuance means all items'of expense directly or indirectly payable by or reimbursable to 
the Commission and related to the authorization, execution, sale and delivery of a Series ofNotes, including but not 
limited to advertising and printing costs, costs of preparation and reproduction of documents, filing and recording 
fees, travel expenses and costs relating to rating agency meetings and other meetings conceming the Notes, initial 
fees and charges ofthe Trastee and the Issuing and Paying Agent, legal fees and charges, fees and disbursements of 
consultants and professionals, including fees ofthe Dealers, financial advisor fees and expenses, rating agency fees, 
fees and charges for preparation, execution, transportation and safekeeping ofNotes, surety, insurance, liquidity and 
credit enhancements costs, including without limitation fees and expenses payable to a Bank under a Support 
Agreement, and any other cost, charge or fee in connection with the issuance of a Series ofNotes. 
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Dealer means any dealer for a Series ofNotes which has been appointed by the Commission and 
which has entered into a Dealer Agreement with the Commission with respect to such Series ofNotes. 

Dealer Agreement means any agreement entered into by the Commission with a Dealer in 
connection with a Series of Notes, as origmally executed and as it may from time to time .be supplemented or 
amended pursuant to its terms. 

Defeasance Securities means: (i) U.S. Treasury Certificates, Notes and Bonds, including State 
and Local Government Series securities; (ii) direct obligations of the U.S. Treasuiy which have been stripped by the 
U.S. Treasury itself; (iii) Resolution Funding Coip. securities ("REFCORP"), provided, however, only the interest 
component of REFCORP strips which have been stripped by request to the Federal Reserve Bank ofNew York in 
book entry form are acceptable; (iv) pre-refunded municipal bonds rated "Aaa" by Moody's and "AAA" by 
Standard & Poor's, provided, however, that if such municipal bonds are rated only by Standard & Poor's, then such 
pre-refunded municipal bonds must have been pre-reftmded with cash, direct United States or United States 
guaranteed obligations, or "AAA" rated pre-refunded municipal bonds; (V) obligations issued by the following 
agencies, which are backed by the full faith and credit of the United States: (a) Fanners Home Administration 
(FmHA) - certificates of beneficial ownership; (b) General Services Administration - participation certificates; (c) 
U.S. Maritime Administration - Guaranteed Title XI financing; (d) Small Business Administration guaranteed 
participation certificates and guaranteed pool certificates; (e) GNMA guaranteed MSB and participation certificates; 
and (f) U.S. Department of Housing and Urban Development (HUD) Local Authority Bonds, or (vi) certain 
obligations of government-sponsored agencies that are not backed by the full faith and credit ofthe United States 
limited to: (a) Federal Home Loan Mortgage Coip. (FHLMC) debt obligations; (b) Farm Credit System (formerly 
Federal Land Banks, Federal Intermediate Credit Banks, and Banks for Cooperatives) consolidated system-wide 
bonds and notes; (c) Federal Home Loan Banks (FHL Banks) consolidated debt obligations; (d) Federal National 
Mortgage Association (FNMA) debt obUgatioas; (e) Student Loan Marketing Association (SLMA) debt obligations; 
and (f) Financing Corp. (FICO) debt obligations. 

Indenture. 

assigns. 

Depository means DTC or any other quaUfied securities depository selected as set forth in the 

DTC means The Depositoiy Trast Company, New York, New York, and its successors and 

Event ofDefault means any of the events specified in the Indenture. 

Excluded Principal Payments means each payment of principal (or the principal component of 
lease or installment purchase payments) of Senior Lien Debt, Notes or Parity Debt whioh the Commission 
detennines (in a Supplemental Bond Indenture, the Indenture, a Supplemental Indenture or other document 
delivered on a date not later than the date of issuance of such Senior Lien Debt, Notes or Parity Debt) that the 
Commission intends to pay with moneys which are not Senior Lien Revenues or Revenues, as applicable (such as 
commercial paper, balloon indebtedness or bond anticipation notes), but from future debt obligations of the 
Commission, grants received from the State or federal govemment, or any agency or instrumentality thereof, or any 
other source of funds of the Commission, upon which determination of the Commission the Trustee may 
conclusively rely. No such determination will affect the security for such Senior Lien Debt, Notes or Parity Debt or 
the obUgation of the Commission to pay such payments firom Revenues or Senior Lien Revenues, as applicable, or, 
with respect to Existing Senior Lien Debt, from the bond reserve fund established under the Existing Bond 
Indenture, or with respect to Sales Tax Extension Senior Lien Debt, from the bond reserve fund, if any, estabUshed 
imder the Sales Tax Extension Bond Indenture. No payment of principal of Senior Lien Debt, Notes or Parity Debt 
maybe determinedto be an Excluded Principal Payment unless it is due on or prior to the Tax Expiration Date. 

Existing Bond Indenture means the Indenture, dated as of October 1, 1992, by and between the 
Commission and the Existing Bond Trustee, as originally executed arid as it has been and as it may firom time to 
time be supplemented or amended by any supplemental indenture deUvered pursuant to the provisions thereof 

Existing Bond Trustee means U.S. Bank National Association, a national banking association, 
duly organized and existing under the laws of the United States, successor by merger to U.S. Bank Trust National 
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Association, formerly known as First Trast of California, National Association, successor trustee to Bank of 
America National Trast and Savings Association, or its successor as tra.stee under the Existing Bond Indenture. 

Existing Bonds or Second Senior Bonds means the San Diego County Regional Transportation 
Commission Second Senior Sales Tax Revenue Bonds (Limited Tax Bonds) authorized by, and,at any time 
outstanding pursuant to, the Existing Bond Indenture, 

Existing Senior Lien Debt means the Second Senior Bonds and other debt payable on a parity 
with the Second Senior Bonds issued in.accordance with the requirements of the Existing Bond Indenture and the 
provisions thereof 

Fiscal Year means the period beginning on July 1 of eaoh year and ending on the next suoce'eding 
June 30, or any other twelve-month period hereafter selected and designated as the official fiscal year period ofthe 
Commission which designation will be provided to the Trustee in a Certificate ofthe Commission. 

Holder or Noteholder or Owner, whenever used in the Indentm'e with respect to a Note, means 
the person in whose name such Note is registered. 

Indenture means the Amended and Restated Subordinate Indenture, dated as of November 1, 
2005, between the Trastee and the Commission, as originally executed or as it may from time to time be 
supplemented or amended by any Supplemental Indentm'e delivered pursuant to the provisions ofthe Indentm'e. 

Interest Fund means the fund by that name established pursuant to the Indenture. 

Interest Rate Swap Agreement means: (i) with respect to an interest rate swap agreement 
relating to any Series ofNotes, an interest rate swap agreement in which the counterparty with which the 
Commission or the Trastee may contract is Umited to entities the debt securities of which are rated in the highest 
short-term or one of the two highest long-term debt Rating Categories by Moody's and Standard & Poor's; and (ii) 
with respect to an interest rate swap agreement relating to any Senior Lien Debt or a portion thereof, (a) the term of 
which is not less than the term ofthe Senior Lien Debt to which such interest rate swap agreement relates, and (b) in 
which the counteiparty with which the Commission or the Ti'ustee may contract is limited to (x) entities the debt 
securities of which are rated in one of the two highest long-term debt Rating Categories by Moody's and Standard & 
Poor's or (y) entities the obligations of whioh under such Interest Rate Swap Agreement are either guaranteed or 
insured by an entity the debt securities or insurance policies of which are so rated or (z) entities the debt securities of 
which are rated in the third highest long-tenn debt rating categories by Moody's and Standard & Poor's or whose 
obligations are guaranteed or insured by an entity so rated, and, in each case, the obligations of which under suoh 
Interest Rate Swap Agreement are continuously and fully secured by Investment Securities (other than those 
described in clauses (iv) through (xviii) of the definition thereof) which will have a market value determined, by the 
party designated in such Interest Rate Swap Agreement, at least monthly (exclusive of accrued interest), at least 
equal to the termination value, if any, that would be payable by such counterparty under the Interest Rate Swap 
Agreement and which will be deposited with a custodian acceptable to the Commission. The ratings of the 
counterparties in the above definition are determined as ofthe date of execution ofthe interest rate swap agreement. 

Investinent Securities means the following: 

, (i) any bonds or other obligations whioh as to principal and interest constitute direct 
obligations of, or are unconditionally guaranteed by, the United States of America, including obligations of 
any of the federal agencies and federally sponsored entities set forth in clause (iii) below to the extent 
imconditionally guaranteed by the United States of America; 

(ii) any certificates, receipts, securities or other obligations evidencing ownership of, or the 
right to receive, a specified portion of one or more interest payments or principal payments, or any 
combination thereof, to be made on any bond, note, or other obligation described above in clause (i); 
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(iii) obligations of the Federal National Mortgage Association, the Govemment National 
Mortgage Association, Federal Home Loan Banks, Farmers Home Administration and Federal Home Loan 
Mortgage Corporation; 

(iv) housing authority bonds issued by public agencies or municipalities and fully secured as 
to the payment of both principal and interest, by a pledge of annual contributions under an annual 
contributions contract or contracts with the United States of America; or project notes issued by public 
agencies or municipalities and fully secured as to the payment of both principal and interest by a requisition 
or payment agi'eement with the United States of America; 

(v) obligations of any state, tenitory or commonwealth of the United States of America or 
any political subdivision thereof or any agency or department ofthe foregoing; provided that at the time of 
their pui'chase such obUgations are rated in either ofthe two highest long-term or highest short-term Rating 
Categories by Moody's and Standard & Poor's; 

(vi) any bonds or other obligations of any state of the United States of America or any 
political subdivision thereof (a) which are not callable prior to maturity or as to which irrevocable 
instractions have been given to the trastee of such bonds or other obUgations by the obligor to give due 
notice of redemption and to call such bonds for redemption on the date or dates specified in such 
instractions, (b) which are secured as to principal and interest and redemption premium, if any, by a fund 
consisting only of cash or bonds or other obligations of the character described above in clause (i) or (ii) 
which fund may be applied only to the payment of such principal of and interest and redemption premium, 
if any, on such bonds or other obligations on the interest payment dates and the maturity date or dates 
thereof or the specified,redemption date or dates pursuant to such irrevocable instractions, as appropriate, 
(c) as to which the principal of and interest on the bonds and obUgations ofthe character described above in 
clause (i) or (ii) which have been deposited in such fund along with any cash on deposit in such fund are 
sufficient to pay the principal of and interest and redemption premium, if any, on the bonds or other 
obligations described in this clause (vi) on the interest payment dates and the maturity date or dates thereof 
or on the redemption date or dates specified in the irrevocable instructions referred to in subclause (a) of 
this clause (vi), as appropriate, and (d) which have been rated in one of the two highest long-term Rating 
Categories by Moody's and Standard Sc Poor's; 

(vii) bonds, notes, debentures or other evidences of indebtedness issued or guaranteed by any 
corporation which are, at the time of pui'chase, rated by Moody's and Standard & Poor's in their respective 
highest short-term Rating Categories, or, if the term of such indebtedness is longer than three (3) years, 
rated by Moody's and Standard & Poor's in one of their respective two highest long-term Rating 
Categories, for comparable types of debt obligations; 

(viii) demand or time deposits or certificates of deposit, whether negotiable or nonnegotiable, 
issued by any bank or trast company organized under the laws of any state of the United States of America 
or any national banking association (including the Trustee), provided that such certificates of deposit 'will 
be pui'chased directly from such a bank, trust company or national banking association and wiU be either 
(1) continuously and fuUy insured by the Federal Deposit Insurance Corporation, or (2) continuously and 
fully secured by such securities and obligations as are described above in clauses (i) through (v), inclusive, 
which will have a market value (exclusive of accraed interest) at aU times at least equal to the principal 
amount of such certificates of deposit and will be lodged with the Trastee, as custodian, by the bank, trast 
company or national banking association issuing such certificates of deposit, and the bank, trast company 
or national banking association issuing each such certificate of deposit required to be so secured wiU 
fumish the Trustee with an undertaking satisfactoiy to it that the aggregate market value of all such 
obligations securing each such certificate of deposit will at all times be an amount equal to the principal 
amount of each such certificate of deposit and the Trustee will be entitled to rely on each such undertaking; 

(ix) taxable commercial paper, other than that issued by bank holding companies, or tax-
exempt commercial paper rated in the highest Rating Categoiy by Moody's and Standard & Poor's; 
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(x) variable rate obligations requii'cd to be redeemed or purchased by the obligor or its agent 
or designee upon demand of the holder thereof secured as to such redemption or purchase requirement by a 
liquidity agreement with a corporation and as to the payment of interest and principal either upon maturity 
or redemption (other than upon demand by the holder thereof) thereof by an unconditional credit facility of 
a coiporation, provided that the variable rate obUgations themselves are rated in the highest Rating 
Category for its short-teim rating, ifany, and in either ofthe two highest Rating Categories for its long-
term rating, if any, by Moody's and Standard & Poor's, and that the coiporations providing the Uquidity 
agreement and credit facility have, at the date of acquisition of the variable rate obligation by the Trastee, 
an outstanding issue of imsecui-ed, umnsured and unguaranteed debt obligations rated in either of the two 
highest long-term Rating Categories by Moody's and Standard & Poor's; 

(xi) any repurchase agreement with any bank or trast company organized under the laws of 
any state of the United States or any national banking association (including the Ti'ustee) having a 
minimum permanent capital of one hundred milUon dollars ($100,000,000) or government bond dealer 
reporting to, trading with, and recognized as a primaiy dealei by the Fedeial Reserve Bank ofNew York, 
which agreement is secm'ed by any one or more of the securities and obUgations described in clauses (i), 
(ii), (iii) or (iv) above, which wiU have a market value (exclusive of accraed interest and valued at least 
monthly) at least equal to the principal amount of such investment and will be lodged with the Trastee or 
other fiduciary, as custodian for the Truistee, by the bank, trast company, national banking association or 
bond dealer executing such repurchase agreement, and the entity executing each such repui'chase agreement 
required to be so secured will fumish the Trastee with an undertaking satisfactoiy to it that the aggregate 
market value of all such obligations securing each such repurchase agreement (as valued at least monthly) 
wiU be an amount equal to the principal amount of eaoh such repurchase agreement and the Trustee wiU be 
entitled to rely on each such undertaking; 

(xii) any cash sweep or similar account anangemenf of or available to the Trastee, the 
investments of which are limited to investments described in clauses (i), (ii), (iii), (iv), (v) and (xi) ofthis 
definition of Investment Securities and any money market fund, the entire investments of which are limited 
to investments described in clauses (i), (ii), (iii), (iv), (v) and (xi) of fhis defmition of Investment Securities; 
provided that as used in this clause (xii) and clause (xiii) investments wiU be deemed to satisfy the 
requirements of clause (xi) if they meet the requiiements set forth in clause, (xi) ending with the words 
"clauses (i), (ii), (iii) or (iv) above" and without regard to the remainder of such clause (xi); 

(xiii) any investment agreement with a financial institution or msurance company which: (a) 
has at the date of execution thereof an outstanding issue of unsecm'cd, uninsured and unguaranteed debt 
obligations or a claims paying abiUty rated in either of the two highest long-teim Ratmg Categories by 
Moody's and Standard & Poor's; or (b) is fully secui'ed by obligations described m items (i), (ii), (iii) or 
(iv) ofthe definition of Investment Secm'ities which are (A) valued not less frequently than monthly, and 
have a fair market value, exclusive of accraed interest, at all times at least equal to the principal amount of 
the investment, (B) held by the Trastee or other custodian acceptable to the Trastee, (C) subject to a 
peifected fiist lien in the Trastee, and (D) free and clear from all third party liens; 

(xiv) shares of beneficial interest in diversified management companies investing exclusively 
in securities and obligations described in clauses, (i) through (xiii) ofthis definition of Investment Securities 
and which companies have either the highest rating by Moody's and Standard & Poor's oi have an 
investment advisor registeied with the Secmities and Exchange Commission with not less than five (5) 
yeais experience investing in such securities and obligations and with assets under management in excess 
of $500,000,000; 

(xv) shares in a common law trast established pursuant to Titie 1, Division 7, Chapter 5 of the 
Govemment Code of the State which invests exclusively in investments permitted by Section 53635 of 
Titie 5, Division 2, Chapter 4 ofthe Govemment Code ofthe State, as it may be amended; 

(xvi) bankeis' acceptances issued by domestic oi foreign banks, which are eligible for 
purchase by the Fedeial Reserve System, the short-term paper of which is rated in the highest category by 
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Moody's and Standard & Poor's, which purchases may not exceed two hundred seventy (270) days 
maturity or forty peicent (40%) ofthe Commission's surplus money; 

(xvu) the pooled investment fund of the County of San Diego, California, which is 
administered in accordance with the investment policy of said County as established by the Treasurer/Tax 
Collector thereof, as permitted by Section 53601 ofthe Govemment Code ofthe State, copies of which 
policy are available upon written request to said Treasurer/Tax Collector; 

(xviii) the Local Agency Investment Fund oi similai pooled fund operated by oi on behalf of the 
State of Califomia and which is authoiized to accept investments of moneys held in any of the funds or 
ac counts established pursuant to the Indenture; and 

(xix) any investment approved by the Board foi which confirmation is received from each 
rating agency then rating any of the Notes that such investment wiU not adveisely affect such agency's 
rating on such Notes. 

Issuance Request means a request made by the Commission, acting thiough an Authoiized 
Representative, to the Issuing and Paying Agent for the authentication and deUvery of a Note or Notes. 

Issuing and Paying Agent means U.S. Bank Trast National Association, or any successor or 
assigns permitted under the Issuing and Paying Agent Agreement, or any other Issuing and Paying Agent which is 
appointed by the Commission and has entered into an Issuing and Paying Agent Agreement. 

Issuing and Paying Agent Agreement means the Amended and Restated Issuing and Paying 
Agent Agreement, dated as of November 1, 2005, between the Commission and the Issuing and Paying Agent, and 
any and all modifications, alterations, amendments and supplements.thereto, ol any othei Issuing and Paying Agent 
Agieement enteied into by the Commission and an Issuing and Paymg Agent with lespect to the Notes or a Series of 
Notes. 

Law means the San Diego County Regional Transportation Commission Act, Chapter 2 of 
Division 12.7 (Section 132000 et seg.) ofthe Public Utilities Code ofthe State and Chapter 6 of Part 1 of Division 2 
of Titie 5 (Section 54300 et seg.) of the Govemment Code of the State as referenced in said San Diego County 
Regional Transportation Commission Act and Articles 10 and 11 of Chapter 3 of Division 2 of Title 5 (Section 
53570 et seq.) of the Government Code of the State, in each case as now in effect and as it may from time to time 
hereafter be amended or supplemented. 

Letter ofRepresentations means, with respect to the Series B Notes, the Certificate Agreement 
and the Letter of Representations, dated September 27, 2005, executed by the Commission and the Issuing and 
Paying Agent and deUvered to DTC, as initial Depositoiy for the Series B Notes, or any replacement thereof or 
substitute therefpr, and, with-respect to any other Series ofNotes, the documentation delivered to a Depository in 
connection with such Series ofNotes. 

Mandatoiy Sinking Account Payinent means, with respect to Bonds of any Series and maturity, 
the amount required by the Bond Indenture or a Supplemental Bond Indenture to be deposited by the Commission in 
a Sinking Account for the payment of Term Bonds of such Series and maturity. 

Master Note means a Note substantially in the form attached to the Indenture as Exhibit B, 

Maximum Annual Debt SeiTice means the greatest amount ofprincipal and interest becoming 
due and payable on all Senior Lien Debt, Notes and Parity Debt (for purposes ofthis definition of "Maximum 
Annual Debt Seivice," herein collectively refened to as "Debf) ih the Fiscal Year in which the calculation is made 
or any subsequent Fiscal Year; provided, however, that for the purposes of computing Maximum Annual Debt 
Service: 
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(a) Excluded Principal Payments will be excluded fiom such calculation and Assumed Debt 
Seivice will be included in such calculation; 

(b) if the Debt is Variable Rate Indebtedness, the interest rate on such Debt for periods when 
the actual interest rate cannot yet be determined will be assumed to be equal to the average of the BMA 
Municipal Swap Index for the ten (10) years preceding the date of calculation; piovided however that if an • 
Interest Rate Swap Agreement providing for a fixed rate of interest to maturify is in effect with respect to 
such Debt, the interest rate on such Debt will be assumed to be the interest rate specified in such Interest 
Rate Swap Agreement; provided, however, that, if the Parify Debt is a Bank Loan, the interest rate will be 
assumed to be 150% ofthe daily average ofthe Six Month LIBOR Rate during the 12-month period ending 
with the m onth preceding the date of calculation; 

(c) principal and interest payments on Debt will be excluded to the extent that: (i) such 
payments are to be paid firom amounts on deposit with any fiduciary, including Investment Securities and 
interest to be payable theieon, in escrow specifically therefor, (ii) such interest payments are to be paid 
fi-om the proceeds of Debt held by any fiduciaiy as capitaUzed inteiest, mcluding Investment Securities and 
interest to be payable thereon, specifically to pay such interest by such fiduciaiy, and (iii) such interest 
payments are to be paid firom pledged Subsidy Payments the Commission expects to receive; 

(d) in deteimining the principal amount due in each Fiscal Yeai, payment will (unless a 
different subsection of this definition applies for purposes of deteimining principal maturities or 
amortization) be assumed to be made in accordance with any amortization schedule established for such 
Debt, including any Mandatoiy Sinking Account Payments oi any scheduled redemption or payment of 
Bonds on the basis of Accreted Value, and for such puipose, the ledemption payment or payment of 
Accreted Value wiU be deemed a prmcipal payment and interest that is compounded and paid as Accreted 
Value will be deemed due on the scheduled redemption or payment date of such Capital Appreciation 
Bond; 

(e) if any Interest Rate Swap Agreement is in effect with respect to, and is payable on a 
paiity with, the Debt to which it relates, no amounts payable under such Interest Rate Swap Agreement will 
be included in the calculation of Maximum Annual Debt Seivice unless the sum of (i) interest payable on 
such Debt, plus (ii) amounts payable by the Commission under such Interest Rate Swap Agreement, less 
(iii) amounts receivable by the Commission under such Interest Rate Swap Agreement, are greater than the 
interest payable on the Debt to which it relates, then, in such instance, the amount of such payments to be 
made that exceed the interest to be paid on the Debt wiU be included in such calculation; provided that if 
such Interest Rate Swap Agreement results in the payment by the Commission of a net variable interest rate 
with respect to the Debt to which it lelates, the inteiest rate on such Debt will be assumed to be equal to the 
sum of (x) the fked interest rate or rates to be paid on the Debt, minus (y) the fixed interest rate receivable 
by the Commission under such Interest Rate Swap Agreement, plus (z) the average interest rate of the 
index on which the Interest Rate Swap Agreement is based, as identified by the Director of Finance of the 
Commission, or, if not based on an identifiable index, then the BMA Municipal Swap Index, in each case, 
over the five years preceding the date of calculation; 

(f) if any Debt features an option, on the part of the owners or an obligation under the terms 
of such Debt, to tender all or a portion of such Debt to the Commission, the Trastee or other fiduciaiy or 
agent, and requires that such Debt or portion thereof be purchased if properly presented, then for purposes 
of determining the amounts of principal and interest due in any Fiscal Year on such Debt, the options or 
obUgations of the owners of such Debt to tender the same for purchase or payment prior to the stated 
maturity or maturities will be tieated as a principal maturify occurring on the first date on which owneis of 
such Debt may oi aie lequiied to tendei suoh Debt except that any such option or obligation to tender Debt 
wiU be ignored and not treated as a principal maturity, if such Debt is rated in one of the two highest long-
term Rating Categories by Moody's and by Standard & Poor's or such Debt is rated in the highest short-
term, note or commercial paper Rating Categories by Moody's and by Standard & Poor's; and 

(g) if any Debt consists of Paired Obligation.s, the interest rate on such Debt will be the 
res-ulting fixed inteiest rate to be paid by the Commission with respect to such Paked Obligations. 

D-: 



Moody's means Moody's Investors Service, a corporation duly organized and existing under and 
by virtue of the laws of the State of Delaware, and its successors and assigns, except that if such corporation wiU be 
dissolved or Uquidated or wiU no longer perfonn the functions of a securities rating agency, then the .term 
"Moody's" wiU be deemed to refer to any other nationally lecognized securities rating agency selected by the 
Commission. 

1987 Ordinance means the San Diego Transportation Improvement Program Ordinance and 
Expenditure Plan, adopted by the Commissionon July 31,1987 andapprovedby a majority of the electors voting on 
such proposition on November 3,1987. 

Note Fund means a fund by that name established pursuant to the Indentui'e and maintained by 
the Issuing and Paying Agent to pay principal and interest on a Seiies ofNotes when due. 

Note Interest Account means an account by that name established in a Note Fund pm'suant to the 
Indentuie and maintained by the Issuing and Paying Agent. 

Note Principal Account means an account by that name established in a Note Fund pursuant to 
the Indenture and maintained by the Issuing and Paying Agent. 

Notes means the Commission's Subordinate Sales Tax Revenue Commercial Paper Notes 
(Limited Tax Bonds) authorized, by, and at any time Outstanding pursuant to, the Indenture. 

Notice of Borrowing means a notice submitted by the Issuing and Paying Agent to a Bank 
pursuant to the Issuing and Paying Agent Agreement. 

Notice of No Issuance means a written notice deUvered by a Bank with respect to a Series of 
Notes pursuant to the provisions of the Support Agreement entered into in connection with such Series ofNotes, 
which notifies the Commission and the Issuing and Paying Agent that no additional Notes of such Series may be 
issued. 

Notice of Termination, means a written notice delivered by a Bank with respect to a Series of 
Notes pursuant to the provisions of the Support Agreement entered into in connection with such Series of Notes, 
which notifies the Commission and the Issuing and Paying Agent that the Support Facility provided pursuant to such 
Support Agreement is being terminated. 

Opinion of Bond Counsel means a written opiruon of a law firm of national standing in the field 
of public finance selected by the Commission. 

Ordinance means, coUectively, the 1987 Ordinance and the Sales Tax Extension Ordinance. 

Outstanding, when used as of any particular time With reference to Notes, means (subject to the 
provisions ofthe Indenture) all Notes theretofore, or thereupon being, authenticated and delivered by the Issuing and 
Paying Agent under the Indenture except: (i) Notes theretofore cancelled by the Issuing and Paying Agent or 
sunendered to the Issuing and Paying Agent for cancellation; (ii) Notes with respect to which aU Uabilify of the 
Commission will have been discharged in accordance with the Indentuie, including Notes (or portions of Notes) 
refened to in the Indenture; and (iii) Notes for the transfer or exchange of or in lieu of or in substitution for which 
other Notes wUl have been authenticated and delivered by the Issuing and Paying Agent puisuant to the Indentuie. 

Owner or Holder or Noteholder or Noteowner means, whenever used heiein with lespect to a 
Note, means, the person in whose nam e such Note is registered. 

Paired Obligations means any Senioi Lien Debt, Notes oi Parity Debt, designated as Paired 
ObUgations in a Certificate of the Commission, which are simultaneously outstanding (i) the principal of which is of 
equal amoimt maturing and to be retired on the same dates and in the same amounts and (ii) the interest rates on 
which, taken together, resuU in an inevocably fixed interest rate obligation of the Commission for the term of such 
Senior Lien Debt, Notes or Parify Debt. 
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Parity Debt means amounts owing under any Support Agreement and any indebtedness, 
installment sale obligation, lease obligation or other obUgation of flie Commission for bonowed money or Interest 
Rate Swap Agreement having an equal lien and charge upon the Revenues and therefore payable on a parity with the 
Notes (whether or not any Notes are Outstanding); provided, howevei, that any payments with respect to an Interest 
Rate Swap Agreement which represent termination payments or unwinding payments will not constitute Parity Debt 
and wiU be payable from Revenues on a suboidinate basis. 

Person means a coipoiation, firni, association, partneiship, trast, or other legal entify or group of 
entities, including a governmental entify or any agency or poUtical subdivision thereof 

Principal Fund means the fund by that name established pursuant to the Indenture. 

Principal Office of the Issuing and Paying Agent means the office theieof designated in wiiting 
to the Commission, the Trustee, each Administrative Agent and each Dealer. 

Project means transportation facility and service improvements within the County of San Diego, 
including transportation and service improvements for highways, rail transit services, bus services, local streets and 
loads, bicycle and pedestrian facilities, tianspoitation-related communify infi'astiuchire to support smart growth 
development and related environmental mitigation and enhancement projects, and the payment of all costs incidental 
to or connected with the accompUshment of such purposes, including, without limitation, engineering, inspection, 
legal, fiscal agents, financial consultant and other fees, bond and other reseive funds, working capital, bond or note 
interest estimated to accrae during constraction and for a peiiod not to exceed one year thereafter and expenses for 
all proceedings for the authorization, issuance and sale of Notes. 

Project Fund means a fund by that name established puisuant to the Indenture to hold the 
proceeds of a Series ofNotes oi a poition thereof prior to expenditure on the Pioject. 

Rating Categoiy means: (i) with respect to any long-term rating categoiy, all ratings designated 
by a particular letter or combination of letters, without regaid to any numerical modifiei, plus oi minus sign oi other 
modifier and (ii) with respect to any short-term oi commeicial paper rating categoty, all ratings designated by a 
particular letter or combination of letters and taking into account any numerical modifier, but not any plus or minus 
sign or other modifier. 

Rebate Fund means the fund by that name established pursuant to the Indenture. 

Rebate Requirement means the Rebate Requirement defined in the Tax Certificate delivered in 
connection with a S eries of Notes, 

Redemption Price means, with respect to any Senior Lien Debt or Parity Debt (or portion 
thereof) the principal amount of such Senior Lien Debt or Parify Debt (or portion thereof) plus the applicable 
premium, if any^ payable upon redemption thereof pursuant to the provisions of suCh Senior Lieri Debt or Parify 
Debt arid the Bond Indenture, Indenture or other document authorizing such Senior Lien Debt or Paiity Debt, as 
applicable, 

Revenue Fund means the Suboidmate Sales Tax Revenue Fund established pursuant to the 
Indentuie. 

Revenues means all Sales Tax Revenues and aU interest, piofits and othei income received fiom 
the mvestment of Sales Tax Revenues (othei than amounts in the Rebate Fund) and such additional souices of 
revenue pledged to pay the Senioi Lien Debt under the Bond Indenture, but excluding all amounts: (i) which are 
required by the terms of the Existing Bond Indentui'e to be deposited into the Interest Fund, Principal Fund 
(including Sinking Accounts) and Bond Reserve Fund, each established with tfie Existing Bond Trastee pursuant to 
the Existing Bond Indenture, or are otherwise required to be used to pay the principal of or interest on, or reserve 
requirements with respect to, Existing Senior Lien Debt; and (U) which wiU be required by the terms of the Sales 
Tax Extension Bond Indenture to be deposited into the Inteiest Fund, Piincipal Fund (inoluding Sinking Accounts) 
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and Bond Reserve Fund, if any, established wifli the Sales Tax Extension Bond Trastee pursuant to the Sales Tax 
Extension Bond Indenture, or will otherwise required to be used to pay the principal of or interest on, or reserve 
requirements with respect to, Sales Tax Extension Senior Lien Debt. Revenues do not include grants from flie State 
or federal governments oi any agency oi instrumentality thereof or any Pther funds or assets of the Commission 
except Sales Tax Revenues and eamings thereon; provided that flie Commission by Supplemental Indenture may 
provide for additional levenues oi assets of the Commission to be included in the definition of Revenues under the 
Indenture. 

Sales Tax Extension Boud Indenture means any indenture entered into by the Commission and a 
Sales Tax Extension Bond Trustee, pursuant to which the Commission may issue Umited tax bonds secured by a lien 
on the retaU transactions and use tax superior to the lien which secures the Notes, as originally executed and as it 
may from time to time be supplemented or amended by any supplemental indenture delivered pursuant to the 
provisions thereof 

Sales Tax Extension Bond Trustee means the financial institution designated as trastee .under the 
Sales Tax Extension Bond Indenture .or its successor as trastee under the Sales Tax Extension Bond Indentuie. 

Sales Tax Extension Bonds means the San Diego Coimfy Regional Transportation Commission 
Sales Tax Revenue Bonds (Lunited Tax Bonds) authorized by, and at any time outstandmg pursuant to, tiie Sales 
Tax Extension Bond Indenture. , 

Sales Tax Extension Ordinance means the San Diego Transportation Piogiam Ordinance and 
Expenditure Plan, adopted by the Commission on May 28, 2004, and approved by at least two-thirds of electors 
voting on such proposition in the November 2, 2004 election. 

Sales Tax Extension Senior Lien Debt means the Sales Tax Extension Bonds and other debt 
payable on a parity with the Sales Tax Extension Bonds issued in accordance with flie requkements of the Sales Tax 
Extension Bond Indenture and the provisions theieof 

Sales Tax Revenues means the amounts available for distribution to the Commission on and after 
July 1, 1988 on account ofthe retail transactions and use tax imposed in the Counfy of San Diego pursuant to the 
Law after deducting amounts payable by the Commission to the State Board of Equalization for costs and expenses 
for ks seivices in connection with the retail transactions and use taxes collected pursuant to the Law. 

Second Senior Bonds or Existing Bonds means the San Diego Counfy Regional Transportation 
Commission Second Senior Sales Tax Revenue Bonds (Limited Tax Bonds) authorized by, and.at any time 
outstanding pursuant to, the Existing Bond Indenture. 

Senior Lien Debt means the Bonds and other debt payable on a parify with the Bonds issued in 
accordance with the requkements of the Bond Indenture and the provisions thereof 

Senior Lien Revenues means all Sales Tax Revenues and aU interest, profits and other income 
received from the investment of Sales Tax Revenues (other than amounts in any rebate fund estabUshed with respect 
to Senior Lien Debt) and such addttional sources of revenue, if any, as are pledged to pay the Senior Lien Debt 
under the Bond Indenture. Senior Lien Revenues do not include giants from the State or federal govemments or any 
agency or instrumentaUfy thereof or any other funds or assets of the Commission except Sales Tax Revenues and 
eamings theieon; piovided that flie Commission by Supplemental Bond Indenture may provide for additional 
revenues or assets of the Commission to be mcluded in the definition of Senior Lien Revenues. 

. _ Series, whenever used in the Indenture with respect to Notes, means all of the Notes designated as 
being ofthe same series, regardless of variations in maturify, interest rate and other provisions. 

Series B Bank means Barik of America, N.A., or the provider or providers of any Altemate 
Facilify for the Series B Notes, substituted therefor in accordance with the provisions set forth in the Indenture. 
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Series B Notes means the San Diego County Regional Transportation Commission Subordinate 
Sales Tax Revenue Commercial Paper Notes, SeriesB, authorized by, and at any time Outstanding pursuant to the 
Indenture. 

Six Month LIBOR Rate means, as of any date of determination, the offered rate for deposits in 
U. S. dollars for a six-month peiiod which appears on the Telerate Page 3750 at approximately 11:00 a.m., London 
time, on such date, oi if such date is not a date on which dealmgs in U. S. dollars are transacted in the London 
interbank market, then on the next preceding day on which such dealings were transacted in such market. 

Standard & Poor's means Standard & Poor's Corporation, a corporation duly organized and 
existing under and by virtue of the laws of the State of New York,. and its successors and assigns, except that if such 
coiporation will be dissolved or liquidated or will no longer perfoim the functions of a securities rating agency, then 
the term "Standard & Poor's" wiU be deemed to refer to any other nationally recognized secutities rating agency 
selected by the Commission. 

State means the State of Califomia. 

Subsidy Payments means payments to be made by the United States Treasuty to the Sales Tax 
Extension Bond Trustee pursuant to Section 54AA of the Code or Section 6431 of the Code or any successoi to 
eithei of such provisions ofthe Code and with lespect to the interest due on a series of taxable Sales Tax Extension 
Bonds that have been accoided Build America Bonds status under the provisions of the American Recoveiy and 
Reinvestment Act of 2009 or any successor thereto or replacement thereof 

Supplemental Bond Indenture means any Supplemental Existing Bond Indentm'e. or any 
Supplemental Sales Tax Extension Bond Indenture. 

Supplemental Existing Bond Indenture means any indentme, duly executed and delivered, 
supplementing, modifying or amending the Existing Bond Indentme, but only if and to the extent such Supplemental 
Existing Bond Indenture is specifically aufliorized under the Exi.sting Bond Indentm'e. 

Supplemental Indenture means any supplement to flie Indenttire hereafter duly executed and 
delivered, supplementing, modifying or amending the Indenture, but only if and to the extent that such Supplemental 
Indentme is specifically authorized under the Indentm'e. 

Supplemental Sales Tax Extension Bond Indenture means any indentme, duly executed and 
delivered, supplementing, modifying or amending the Sales Tax Extension Bond Indentm'e, but only if and to the 
extent such Supplemental Sales Tax Extension Bond Indenture is specifically authorized under the Sales Tax 
Extension Bpnd Indentme. 

Support Agreeinent means any agreement, pm'suant to which a Bank provides a Support Facility 
in connection with a Series ofNotes, between the Commission and such Bank, as originally executed and as it may 
from time to time be amended or supplemented pursuant to its terms, and any similar agieement entered into in 
connection with an Altemate Facilify foi such Series of Notes. 

Support Agreement Fund means a fund by that name established pmsuant to the Indentm'e. 

Support Facility means any letter of credit, line of credit, credk agreement, standby bond 
pmchase agreement or other agreement, instrument, or facilify, insmance or guarantee arrangement issued by a 
fkiancial institution, insmance company or association pmsuant to which the Issuing and Paying Agent and/or the 
Trastee, as the case may be, on behalf of the Commission, is entitied to obtain funds to pay flie principal of and 
inteiest on any Series ofNotes or any Akemate Facility substimted therefor in accordance with the provisions of the 
Indentme. 

Support Facility Expiration Date means the stated expkation date of a Support Facilify, taking 
into account.any extension ofsuch stated expkation date. 
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Support Facility Fund means a fund by that name established pmsuant to the Issuing and Paying 
Agent Agreement. 

Tax Certiflcate means the Master Tax Certificate delivered by the Commission in connection 
with the Series B Notes, as originally executed and as it may from time to time be amended or supplemented 
pm'suant to its terms, including, without limitation, as amended or supplemented in connection with a new 
commercial paper program as described therem, or the Master Tax Certificate deUvered by the Commission in 
connection with the issuance of any additional Series of Notes. 

Tax Expiration Date means March 31, 2048 or such latei date to which the levy ofthe retaU 
transactions and use tax is extended in accordance with the Law. 

Term Bonds means Bonds payable at or before their specified matmity date or dates from 
Mandatoty Sinking Account Payments established for that pmpose and calculated to retke such Bonds on or before 
their specified matmify date or dates. 

Trustee means U.S. Bank National Association, a national banking association, duly organized 
and existing undei the laws ofthe Unked States, oi ks successoi, as Trustee, as provided in the Indentme. 

Variable Rate Indebtedness means any indebtedness, including, without limkation, auction rate 
indebtedness, the interest rate on which is not fixed at the time of incmrence of such indebtedness, and has not at 
some subsequent date been fixed, at a single numerical rate for the entke term ofthe indebtedness. 

SUMMARY OF THE AMEISDED AND RESTATED SUBORDINATE INDENTURE 

Thefollowing is a summary of certain provisions ofthe Indenture which are not described elsewhere in this 
Offeiing Memorattdum. Tltis summaty does not purport to he a definitive or comprehensive summary of all the 
provisions ofsuch document. Tltis summary is qualified in its entirety hy reference to thefuU text ofthe Indenture. 

THENOTES 

Terms ofthe Notes 

The Notes wiU not be subject to redemption prior to matmify. Each Series ofNotes wkl be numbered 
consecutively fi'om No. 1 upward. The Issuing and Paying Agent may make additional provisions for numbering, 
including additional prefixes and suffixes, as k may deem appropriate. 

Subject to the provisions set forth in the Indentme, the principal of and the inteiest on flie Notes wiU be 
paid in federal oi other immediately available funds in such coin or cunency of the United States of America as, at 
the respective times of payment, is legal tender for the payment of public and private debts. The principal of and the 
interest on the Notes wfll be payable at the Principal Office of flie Issuing and Paying Agent on or before flie close 
of business on any Business Day upon which such Notes have become due and payable, provided that such Notes 
are presented and smrendered on a timely basis. Upon presentation of such a Note to the Issuing and Paying Agent 
no later than 2:00 p.m. (New York City time) on OT after any Business Day upon which such Notes have become due 
and payable, payment for such Note wiU be made by the Issuing and Paying Agent in immediately available funds 
on such Business Day. If aNote is presented for payment after 2:00 p.m. (New York City time) on a Business Day, 
payment therefor will be made by the Issuing and Paykig Agent on the next succeeding Business Day without the 
accraal of additional interest thereon. 

Notwithstanding the provisions set forth regarding terms of the Notes: (i) in the event that the Commission 
deteimines to issue a taxable Seiies of Notes, the terms of such taxable Series of Notes will be set forth in the 
Supplemental Indentme creating such taxable Series ofNotes; and (ii) in the event that a Seiies ofNotes is issued in 
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the form of a Master Note or Mastei Notes in book-entiy foim, such Notes wkl be payable at maturity without the 
necessity of physical presentation or sunender in accordance withthe procedmes ofthe Depository for such Series 
ofNotes. 

Notwithstanding the foregoing, the Commission may deliver the Notes of any Series, including the Series B 
Notes, in the form of a Master Note, representing all Notes of such Series to be issued from time to time, each 
maturing not more than 270 days after thek respective dates, but in no event later than the Tax Expiration Date or 5 
days prior to flie applicable Support Facilify Expiration Date. Each Mastei Note may be leplaced by a new Ivlaster 
Note having a later matuiity date so long as the maturity date thereof does not extend beyond the date calculated in 
the preceding sentence, as the same may be extended from tkne to time. Each Master Note wiU evidence 
indebtedness of the Commission as set forth in the Advices. Bach Advice wiU comply with the limkations on Notes 
set forth in the Indentme. The aggregate indebtedness evidenced by any Master Note wfll at all times equal or be 
less than the Avakable Amount ofthe Support FaciUfy then in effect with respect to the Series ofNotes to which the 
Master Note relates. References in the Indentme to Notes When a Master Note has been issued therefor wiU refer to 
the indebtedness under flie Master Note or the Advices issued with respect thereto 

Transfer of Notes 

Any Npte may, in accordance with its terms, be transfened, upon the register requked to be kept pmsuant 
to the provisions of the Indentuie, by the Person in whose name it is registered, in person or by his duly authorized 
attomey, upon smrender of such Note for cancellation, accompanied by deliveiy ofa written insttument of transfer, 
duly executed in a form approved by the Issuing and Paying Agent. Whenever any Note or Notes wiU be 
surrendered fpr transfer, the Cpmmissipn will execute and the Issuing and Paykig Agent wfll authenticate and 
deliver a new Note or Notes, ofthe same Series, matmity and interest rate and for a like aggregate principal amount. 
The Issuing and Paying Agent wiU requke the Noteholder requesting such transfer to pay any tax or other 
govemmental charge required to be paid with respect to such fransfer. 

ISSUE AND SALE OF NOTES 

Issuance and Sale ofthe Notes 

Whenever an Authorized Representative deteimines that the Commission wfll sell or issue Notes, such 
Authoiized Representative will delivei an Issuance Request to the Issuing and Paying Agent prescribing the terms of 
such Notes and the sale or issuance thereof in accordanoe with the terms of the Indentm'e, and representing: (i) tiiat 
all action on the part of the Commission necessaiy for the valid issuance of the Notes flien to be issued has been 
taken and has not been rescinded or revoked; (ii) that all provisions of State and federal law necessaiy for the valid 
issuance of such Notes and (except in the case of a Series ofNotes, the interest with respect to which is not expected 
to be excluded frpm gross income for federal income tax pmposes) necessary to provide that interest thereon is 
excludable from gross income for pmposes of federal income taxes and is exempt from State of Califomia personal 
income taxes have been compUed with; (iii) that interest on the Notes is excludable from gross income for purposes 
of federal income taxes and is exempt from State of CaUfomia personal income taxeis, provided, however, that such 
representation need not be provided in the case of a Series of Notes, the interest with respect to which is not 
expected to be excluded froni gross income for federal income tax pmposes;. and (iv) that such Notes m the hands of 
the Holders fliereof wiU be vaUd and binding limited tax bond obligations of the Commission according to flieir 
terms. Each such Issuance Request wfll also certify or constitute a lepresentation and warranty that (x) no Event of 
Default has occmred and is continuing as of fhe date of such Issuance Request; (y) the Commission is in compliance 
with the covenants set forth in the Indentme, including, without lunitation, the tax covenants, as ofthe date of such 
Issuance Request, and is in compliance with the covenants set forth in the Tax Certificate, as of flie date of such 
Issuance Request, except in the case of a Series of Notes the interest with respect to which is not expected to be 
excluded from gross income for federal income tax purposes under the Code; and (z) no Notice of No Issuance has 
been received from the applicable Bank Notwithstanding any provision of the Indentme or the Issuing and Paykig 
Agent Agreement to the contrary, no such Notes will be delivered by the Issuing and Paying Agent ifthe deUveiy of 
such Notes would result in violation of any of the prohibitions respecting authentication of Notes set forth in the 
Indentme, 
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Proceedings for Issuance ofAdditional Series of Notes 

Whenever the Commission wiU deteimine to issue an addkional Series ofNotes pursuant to the Indentme, 
the Commission will authorize the execution ofa Supplemental Indentme specifying the aggregate principal amount 
ofsuch Series ofNotes, whioh will prescribe the terms and conditions of such Series ofNotes, including the Series 
designation, forms, authorized denominations and the Support Facility to be provided with respect to such Notes and 
which wfll include suoh other provisions respecting the Notes ofsuch Series as wifl be necessary or appropriate and 
not inconsistent with the terms of the Indentme. 

Before such additional Series ofNotes will be issued and delivered, the Commission wiU file the followmg 
documents with the Trastee and the Issumg and Paying Agent (upon which doctiments the Trastee and Issuing and 
Paying Agent may conclusively rely in determining whether the conditions precedent to flie issuance of such Series 
ofNotes have been satisfied), and each Administrative Agent: 

(i) An executed copy of the Supplem ental Indentme aufliorizing such Series of Notes. 

(2) An executed copy of the Dealer Agreement, the Support Agreement and the Support 
Facility, and, as and to the extent applicable, the Issuing and paying Agent Agreement executed in connection with 
the issuance and delivery of such additional Series ofNotes. 

(3) A Certificate of the Commission stating that no Event of Defauk has occuned and is then 
continuing; and that upon the deliveiy of such Series ofNotes the aggregate principal amount ofNotes then 
Outstanding wfll not exceed the amount permitted by law or by the Indentme. 

' (4) An Opinion of Bond Counsel to the effect that" the execution of the Supplemental 
Indentme has been duly authorized by the Commission in accordance with the Indentme and that such Series, when 
duly executed by the Commission and autiienticated and delivered by the Issuing and Paymg Agent, will be vaUd 
andbinding Umited tax bond obligations ofthe Commission.' 

(5) A Certificate certifying (on the basis of calculations as of the date of sale of such Series 
ofNotes, which calculations wiU be set forfli in such Ceitificate) fliat the requkement ofthe Indentme regarding 
Senioi Lien Revenues received is satisfied. 

(6) A Certificate certifying that upon deliveiy of such additional Series of Notes, the 
aggi'egate principal amount of debt of the Commission then outstanding wiU not exceed the amount permitted by 
Section 132309(b) of flie Public Utilities Code of the State. 

(7) A Certificate of the Commission, if appropriate, designating any Excluded Principal 
Payments. 

Issuance of Refunding Debt 

Before refundmg debt wifl be issued and deUvered, the Commission wfll file the following documents with 
the Trustee and the Issuing and Paying Agent may conclusively rely in determining whether flie condkions 
precedent to the issuance of such debt have been satisfied), and each Administrative Agent: 

(1) , A transcript of the proceedings providing for the issuance pf such refunding debt. 

(2) • An Opinion of Bond Counsel to the effect that such refunding debt has been duly 
authorized by the Commission in accordance with the Indentme. 

(3) If any of the Senior Lien Debt or Parify Debt to be refiinded is to be redeemed prior to its 
stated matm'ify date, inevocable instiuctions to the tiustee for suoh debt to give the applicable notice ofredemption 
or a waiver of the notice ofredemption signed by the owners of aU or the portion of such debt to be redeemed, or 
proof that such notice has been given by the Commission; provided, however, that in Ueu of such instractions or 
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waiver or proof of notice of redemption, the Comm ission may cause to be deposked with the trastee foi such debt all 
ofthe debt pioposed to be ledeemed (whether canceUed or uncancelled) wifli krevocable instructions to the ti'ustee 
for s-uch debt to cancel said debt so to be redeemed upon the exchange and deliveiy of said refimding debt; and 
provided further that no provision of flie Indentiire wiU be constraed to require flie redemption of such debt prior to 
the matmity date thereof due to the refunding therepf. 

(4) A Certificate certifying (pn the basis pf calculatipns as pf flie date pf sale pf such 
refunding debt, which calculatipns wiU be set forth in such Certificate) that Maximum Annual Debt Service on aU 
Senior Lien Debt, Notes and Parity Debt outstanding followmg flie issuance of such refunding debt is less flian or 
equal to the Maximum Annual Debt Service on all Senior Lien Debt, Notes and Parify Debt outstanding prior to the 
issuance of such refunding debt. 

The proceeds of the sale of the refunding debt wiU be applied according to the written dkection of the 
Commission to the retkement of the outstanding Senior Lien Debt, Notes or Parify Debt for the refundmg of which 
said refundmg debt is being issued. All Senior Lien Debt, Notes or Parify Debt pmchased, redeemed or retked by 
use of funds received from the sale of refunding debt, and all Senior Lien Debt, Notes or Parify Debt smrendered to 
the tmstee for such debt against flie issuance of refunding debt, wiU be forfliwkh cancelled and will not be reissued. 

Limitations on the Issuance of Obligations Payable from Revenues 

The Commission will not, so long as any of flie Notes, Parity Debt, Advances or Bank Loan is outstanding, 
issue any obligations or secm'ities, howsoever denominated, payable in whole or in part from Revenues, except the 
following: 

(a) Notes of any additional Series aufliorized pursuant to flie Indenhire; 

(b) Refunding debt authorized pmsuant to the Indentme; 

(c) , Parify Debt, provided that the following conditions to the issuance of such Parity Debt 
are satisfied: (1) Such Parity Debt has been duly and legally autiiorized for any lawful pmpose ofthe Commission; 
(2) No Event ofDefauk will have occuned and flien be continuing, as evidenced in a Certificate ofthe Commission 
filed with the Trastee and each Administiative Agent; (3) Unless such Parity Debt is for the refunding purposes 
specified in flie Indentme, the Commission wfll have obtained and placed pn file with the Tiustee and each 
Administiative Agent, the Certificate, upon which the Trastee may conclusively rely, certifying (on the basis of 
calculations as of flie date of delivery of such Parity Debt, which calculations wfll be set forth'in such Ceitificate) 
that flie requiiements of the Indentme with respect to tiie issuance of an addkional Series of Notes have been met 
wifli respect to such Paiity Debt; (4) The Commission will have filed with the Tiustee and each Administiative 
Agent an Opinion of Bond Counsel to the effect that such Parity Debt has been duly authorized in accordance wifli 
the Indenttire; and (5) The Commission wfll deliver to the Trustee and each Administrative Agent a transcript ofthe 
proceedings providing for the issuance of such Parity Debt. 

(d) Obligations which are junior and subordinate to the payment ofthe principal, premium, if 
any, interest and reserve fund requirements, if any, for the Notes and all Parify Debt, and which junior and 
subordinate obligations are payable as to principal, premimn, if any, interest and reserve ftind requkements, if any, 
only out of the Revenues after the prioi payment of all amounts flien requked to be paid under the hidenture from 
the Revenues for principal, premium, if any, interest and reserve fund requkements, if any, for the Notes and all 
Parify Debt, as the same become due and payable and at the times and inthe manner as required in flie Indenture. 

Nptwithstanding anythmg in flie Indentme tp tiie cpntrary, the issuance pf the Series B Nptes pr the making 
pf an Advance cr Bank Lpan wkh respect tP Notes of any Series shaU not be coasidered tiie issuance of addkional 
debt under flie Indentme, and no Iknitations on the issuance of additional debt in the Indentme wfll apply to the 
issuance of Series B Notes or the making of Advances or Bank Loans with respect thereto or witii respect to the 
makings of Advances or BankLoans witii respect to any othei Series ofNotes. 
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PROJECT FUNDS 

Establishment aud Application of Project Funds 

In connection with the issuance of each Seiies of Notes issued to finance a portion of the Pioject, the 
Trastee wiU establish, maintain and hold in tiust a separate fund designated as the " Project Fund" (inserting 
therem flie Series designation of such Project Fund). The moneys in each Project Fund will be used and witiidrawn 
by the Trustee to pay the cpsts pf the Prpject, including providing interim funds for a portion or portions of the 
Pioject which wfll on a long term basis be financed with private developer fiinding, as contemplated by the 
Ordinance, and the Costs of Issuance of any Series ofNotes, provided that mpneys in a Project Fund related to a tax-
exempt Series of Notes are not.permitted to be used to pay the Costs of Issuance of a taxable Series of Notes. All 
investment earnings on funds held ki a Pioject Fund will be deposited in such Project Fund unless dkected by the 
Commission to be deposited in the Rebate Fund. Before any payment from any Project Fund wfll be made, the 
Commission wiU file or cause to be filed with the Trastee a Requisition ofthe Commission. Upon receipt of each 
such Requiskion, the Trastee wiU pay the amount set forth in such Requisition as dkected by the terms thereof out 
of flie applicable Project Fund. The Trastee need not make any such payment if k has received notice of any lien, 
right to lien or attachment upon, or claim affecting the right to receive payment of, any ofthe moneys to be so paid, 
which has not been released or wiU not be released simultaneously with such payment. The Trustee will not incm 
any liabflity for any disbm'sement from any Project Fund made in reUance upon any Requisition.. 

'When the Commission determines that the portion of the Project to be financed .with the proceeds of a 
Series of Notes has been completed, a Certificate of the Commission wfll be delivered to the Trastee by the 
Commission stating: (i) the fact and date of such completion; (ii) that afl of the costs thereof have been deteimined 
and paid (or that afl of such costs have been paid less specified claims which are subject to dispute and for which a 
retention in such Project Fund is to be maintained in the full amomit of such claims untfl such dispute is resolved), 
and (ni) that the Trastee is to transfer the remahkng balance in such Project Fund, less the amomit of any such 
retention, to the Piincipal Fund and apply such funds to the payment at matmity of the Notes of such Seiies. Upon 
the leceipt of suoh Certificate, the Trastee wfll tiansfer any remaining balance in such Project Fund, less the amount 
of any such retention, to the Principal Fund to be used for the payment at matmity of the Notes of such Series as 
sppn as practicable in accordance with the foregoing Certificate and the terms and condkions ofthe Indentme. 

REVENUES 

Pledge of Revenues 

The Revenues are pledged to the payment of Notes and Parify Debt, inoluding, without limkation, all 
ampunts owed to each Bank pmsuant to a Support Agreement, without priority or distinction of one over the oflier 
and the Revenues constitute a trust fund fpr tfie secmify and payment pf the Nptes.and Parify Debt, includmg, 
witfiput limkatipn, aU ampunts pwed tp each Bank pmsuant to a Suppprt Agreement; but neverflieless put pf 
Revenues certain amPunts may be applied fpr other purposes as provided in the Indentme. 

Out of Revenues there will be applied as hereinafter set forth aU sums required for the payment of the 
principal of and interest on the Notes and aU Parify Debt, together with any sinking fund payments of Parify Debt 
and reserve fund requirements with respect thereto. The pledge of Revenues made in the Indentme wifl be 
inevocable until afl ofthe Notes and aU Parity Debt are no longer outstanduig. 

Allocation of Revenues 

So long as any Notes are Outstanding, the Trastee wfll set aside in each month foUowing receipt of the 
Sales Tax Revenues the moneys in the Revenue Fund in the followmg respective funds (each of lyhich the Trustee 
will establish, maintain and hold in trast for the benefit ofthe Owneis of the Notes) in the followmg amounts, in the 
following Older of priority, the requkements of each such fund (inoluding the making up of any deficiencies in any 
such fund resulting from lack of Revenues sufficient tP make any earlier required deposit) at the tune of deposk to 
be satisfied befoie any deposk is made to any fund subsequent in priority; provided that on a paiity with such 
deposks the Trastee wiU set aside or transfei amounts wifli respect to outstanding Parity Debt, as provided in the 
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proceedkigs for such Parity Debt delivered to the Trustee pmsuant to the Indentm-e, including, without limkation, afl 
amounts owed to each Bank pm'suant to a Support Agreement, which amounts wfll be set forth by each Bank in an 
invoice delivered to the Commission and the Trastee or represented by an Advance oi Bank Loan, and which 
amounts wiU be deposited in the Support Agreement Fund estabUshed pmsuant to the Indenture, -K'hich deposks and 
amounts wfll be proportionate in the event such-Revenues are insufficient to provide for all deposks and amounts 
required as of any date to be made with respect to the Notes and such Parity Debt: 

(1) Inteiest Fund. The Tiustee will set aside in the Inteiest Fund as soon as practicable in each month 
an amount which would be sufficient to cause the amount on deposk ui the Interest Fund on such day to equal the 
accraed and mipaid interest, if any, on the Notes Outstanding on such date plus the interest which would accrue on 
such Notes from such date to and including flie next 40 calendar days, or such longer period as wfll be estabUshed in 
any Supplemental Indentme, if such Notes were outstanding at all times dming such period, calculated (i) at the 
actual rate of interest on the Notes for any day interest is to accrae at a rate known on the date suoh deposk is made 
and (U) at the rate of twelve peroent (12%) for any day interest is to accrue at a rate unknown on the date such 
deposit is made. In August of each yeai, on tfie Business Day pripi to the date Revenues aie to be received by the 
Trastee fi-om the Bond Trastee for such monfli, any excess amounts in flie Interest Fund not needed to pay interest 
onthe Notes on such date or the following Busmess Day wiU be tiansfened to the Commission; piovided, howevei, 
that in each case, any moneys on deposk m the Interest Fund from the proceeds of any Series of Notes or otfier 
somce and reserved as capkalized interest to pay interest on any futme interest payment dates following such 
interest payment date oi Business Day wfll be letained on deposk in tfie Interest Fund. 

(2) Principal Fund. The Trustee wifl deposk in the Principal Fund as soon as practicable in eaoh 
month an amount equal to the principal amount of Notes matming in the next 40 calendar days, or such longer 
period as wfll be estabUshed in a Supplemental Indentme, which the Commission certifies in writing to the Trustee 
wiU be paid from Revenues and which wifl no longei be designated Excluded Principal Payments. The Trastee wiU 
also deposk in the Principal Fund moneys piovided by the Commission from giants received from flie State or 
federal goveinment, or any agency or insti-umentality theieof, or any other somce pf funds pfthe Cpmmissipn (otfier 
than from the issuance and delivery ofNotes pm'suant to tfie Issuing and Paying Agent Agreemerit) for the payment 
of prmcipal of tfie Notes. 

Any Revenues remaining in the Revenue Fund after the foregomg transfers described above, except as 
otherwise provided in the Indentm'e, or in a Supplemental Indentme, or ki an instiument providing for the issuance 
of debt subordinate to tfie Notes or Parity Debt, wifl be transfened on the same Business Day to the to the Existmg 
Bond Trustee for application in accordance with the provisions of flie Existing Bond Indenmre, or if all Second 
Senior Bonds will have been discharged, to the Sales Tax Extension Bond Trustee for application in accordance 
with the prpvisipns pf the Sales Tax Extensipn Bpnd Indentme. 

If 5 days pripr tp any principal payment date pr interest payment date the ampunts PU deposk in the Interest 
Fund and Principal Fund, with respect to the payments to be made on such upcoming date from Revenues are 
ins-ufficient tp make such payments, the Trustee wifl immediately nptify tfie Cpmmissipn, in writmg, pf such 
deficiency and dkect tfiat the Cpmmission transfer the amomit of such deficiency to the Trustee on or prior to such 
payment date. The Commission covenants and agrees to transfer to the Trastee from any Revenues in its pos.session 
the amount of such deficiency on or prior to the principal or interest payment date referenced in such notice. 

Application of Interest Fund and Principal Fund; Transfer to Issuing and Paying Agent 

All amounts in the Interest Fund will be used and withdrawn by the Trustee solely for the pmpose of 
paying kiterest on the Notes as k wifl become due and payable and making payments on Interest Rate Swap 
Agreements related to the Notes. Such funds wiU be tiansferred to the Issuing and Paying Agent by 12:00 Noon 
(New Yprk Cify time) pn pr befpre the date interest pn the Nptes is due tP make payment thereon. 

All ampunts in the Principal Fund wiU be used and withdrawn by the Trustee solely for the purposes of 
paying the principal of the Notes when due and payable. Such funds wfll be transfened to the Issuing and Paying 
Agent by 12:00 Noon (New York City time) on or before tfie date principal on the Notes is due to make payment 
thereon. 
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Support Agreement Funds 

In connection witfi the issuance of each Series ofNotes, the Trustee will establish.and maintain a separate 
fund, which fund wfll be designated the "Support Agreement Fund - Series Support Facility" (inserting therein 
the Series designation of such Support Agreement Fund). Within each such Suppoit Agreement Fund, the Trustee 
wiU establish two (2) separate accounts to be known as the "Support Agreement Interest Account - Series^ 
Support FaciUty" (inserting tfieiein the Series designation of such Support Agreement Interest Account) and the 
"Support Agreement Principal Account - Series Support FaciUty" (inserting tiiereui the Series designation pf 
such Suppprt Agreement Principal Accpunt). TP the extent that tfiere is an Advance putstanding relating tP a Series 
pf Notes, the Trustee wifl deppsk in the applicable Suppprt Agreement Fund,' as SPPU as practicable in each mpnth, 
an amPunt equal tP pne-third (1/3) pf the amount expected to become due within the next nkiety (90) calendar days 
with respect tp interest due wifli respect tp such Advance, which ampunt will be deppsited in the appUcable Suppprt 
Agreement Inteiest Accpunt. TP tiie extent that there is a Bank Lpan outstanding relating to a Series ofNotes, the 
Trastee wfll deposit in the appUcable Suppprt Agreement Fund as soon as practicable in each month, an amount 
equal to one-twelfth (1/12) or, dmmg the first six months of a Bank Loan, one-sixth (1/6) pfthe amount expected to 
become due on the next date on which an installment of principal is due with respect to such Bank Loan, which 
•amount wiU be deposited in the applicable Support Agreement Principal Account, and an amount equal fp pne-thkd 
(1/3) pfthe amount expected to become due within the next ninefy (90) calendar days with respect to the interest due 
with respect to such Bank Loan, which amount wiU be deposked in the applicable Support Agreement Interest 
Accomit. The foregoing deposks by the Trastee wfll be made from Revenues on a parity basis with the deposks 
made pmsuant to "Allocation of Revenues" above. A Support Agreement Fund may also be funded by the 
Commission from any other somce of funds of the Commission and wiU be used only to reimburse and repay the 
applicable Bank with respect to Advances oi Bank Loans at the times and in accoidance wifli the terms of the 
applicable Support Agreement. 

Note Funds 

In connection wifli tfie issuance of each Series ofNotes, the Issuing and Paying Agent wfll establish and 
maintain a separate fund, which wfll be designated the " Note Fund" (inserting therein the Series 
designation of such Note Fund). Witfifli each such Note Fund, the Issuing and Paying Agent will establish two 
separate accounts to be known as the " Note Principal Account" (inserting therein the Series designation of 
such Note Principal Account) and the "Note Interest Accounf (mserting therem the Series designation of such Note 
Interest Account). The Issuing and Paying Agent will not have a lien on any Note Fund for the payment of any fees 
or expenses or other obligations owing to the Issuing and Paying Agent and each such Note Fund will only be used 
for the puiposes set forth in the Indentme and in the Issuing and Paying Agent Agreement. 

All moneys from time to time on deposk in each Note Piincipal Account, whetfier received from a Dealer 
from the proceeds of Notes pmsuant to the Indentme, from the Trastee from the Principal Fimd pursuant to the 
Indentme from an Advance under a Support Facility, or from any other somce, wfll be used to pay the principal of 
matmed Notes of the appUcable Series. Pmsuant to the provisions set forth in the Issuing and Paying Agent 
Agreement and the Indentme, the Issuing and Paying Agent wifl apply aU amounts from time to time held in each 
Note Principal Account, to thepayment ofthe principal ofNotes ofthe appUcable Series when due, as contemplated 
by this section and the Issuing and Paying Agent Agreement, without fiuther authorization or dkection. 

Pmsuant to the provisions set forth in the Issuing and Paying Agent Agreement and the Indentme, the 
Issmng and Paykig Agent will apply aU amounts from time to time on deposk in each Note Interest Account solely 
for the pmpose of paying interest on the Notes of. the applicable Series, as contemplated by the Indentme and the 
Issuing and Paying Agent Agreement, without fiirther authorization or dkection. 
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Investment of Moneys in Funds and Accounts 

All moneys in any of the funds and accounts held by the Trastee or flie Issuing and Paying Agent and 
established pmsuant to the Indentme wfll be invested, as dkected by the Commission, solely in Investment 
Secm'kies. All Investment Secmkies will, as directed by the Commission in writing or by telephone, promptly 
confinned in writmg, be acquired subject to flie limitations set forth in the Indentme and each Tax Ceitificate, the 
limitations as to matmities hereinafter in this section and each Tax Certificate set fprth and such additipnal 
limitations pr requirements consistent with flie foregoing as may be estabUshed in each Tax Certificate or by 
Request of flie Commission If and to the extent flie Trastee or the Issuing an Paying Agent does not receive 
investment insti-uctions from the Commission with respect to the moneys in flie funds and accounts held pmsuant to 
the Indenhire by flie Trastee or the Issuing and Paying Agent, as applicable, such moneys wfll be invested in 
Investment Secm'kies described in clause (xii) of the definition thereof and the Trastee or the Issuing and Paying 
Agent, as applicable, wfll thereuppn request inveshnent instractipns from the Cpmmission for such moneys. 

Moneys in the funds and accounts wfll be invested in Investment Secm'kies matming oi available on 
demand not latei than the date on which k is estunated that such moneys wifl be requked by the Trustee or the 
Issuing and Paying Agent. 

Moneys held by the Issuing and Payhig Agent for the payment of tfie principal of and interest on Notes that 
have matiired wiU be held uninvested or will be invested only in Investment Secmkies described in clauses (i) or (ii) 
of the definition thereof 

Unless othenvise provided in the Indentme or ki a Supplemental Indentme, all inteiest, profits and otfier 
income received from the investment of moneys in any fund or account, other than the Rebate Fund, wfll be 
transfened to the Revenue Fund when received. AU interest, profits and other kicome received fi'om the investtnent 
of moneys in tfie Rebate Fund wiU be deposked in the Rebate Fund, except as otheiwise provided in flie Indentm'e. 
Notwithstanding anything tp the opntiaiy cpntained in this paiagraph, an ampunt of inteiest leceived with respect to 
any Investment Secmify equal to the amount of acciued interest, k any, paid as part of the pmchase price of such 
Investment Secmify will be credited to the fund oi account from which .such accraed uiterest was paid. 

The Trastee may commingle any of the funds or accounts established and held by the Trastee pmsuant to 
the Indentm'e (other than flie Rebate Fund) into a separate fund PI funds fpi investment pmposes only, piovided that 
all funds or accounts held by the Trastee under flie Indenttire wiU be accounted for separately as required by the 
Indentme; and provided further the Trustee wiU segregate such funds and accounts if so instructed by the 
Commission to assist in the calculation ofthe Rebate Requkement. The Trastee may act as principal or agent in the 
making or disposing of any investment and, with the prior written consent of the Commission may impose its 
customary charge therefor. The Trastee may sell at the best price obtainable, or present for redemption, any 
Investment Secmities so pm'chased whenever k wifl be necessaty to provide moneys to meet any required payment, 
transfer, wiflidrawal or disbmsement from the fund or account to which .such Investment Security is credked, and the 
Trustee wiU not be Uable or lespprisible fpi any IPSS resulthig from such investment. 

The Cpmmission may, and the Trastee wiU, upon the Request of the Commission, enter into a financial 
futmes or financial option contract with an entity flie debt securities of which are rated in tiie highest short-tem or 
one ofthe two highest long-term Rating Categories by Moody's and Standard & Poor's. 

The Commission may, and the Trastee wfll, upon the Request of the Commission, enter into an Interest 
Rate Swap Agreement corresponding to tiie interesf rate pr rates payable pn a Series of Notes or Parify Debt or any 
portion thereof and the amounts received by the Commission or the Trastee, if any, pmsuant to s-uch Interest Rate 
Swap Agreement may be applied to the deposks requked under the Indentm'e. Ifthe Commission so designates, 
amounts payable under an Interest Rate Swap Agreement will be secm'ed by Revenues and otiier assets pledged 
under the Indentme to the Notes and other Parity Debt on a parify basis tiierewith (excluding amounts payable in 
connection with any termination oi unwinding of an Inteiest Rate Swap Agreement which wiU be seemed on a 
subordinate basis) and, in such event, the Commission wfll pay to the Trastee for deposk in the Interest Fund, at the 
times and in the manner provided by the Indentme, the ampunts to be paid under such Interest Rate Swap 
Agreement, as if such amounts were additional uiterest due on the Notes to which such Interest Rate Swap 
Agreement relates, and flie Trastee wfll pay to the oflier party to flie Interest Rate Swap Agreement, to the extent 
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reqmred fliereunder, amounts deposited in the Interest Fund for the payment of uiterest on the Notes with respect to 
which such Interest Rate Swap Agreement was entered into. 

The Trustee wfll keep proper books of record and accounts containing complete and correct entries of all 
transactions made by k relating to tiie receipt, investment, disbmsement, allocation and application ofthe moneys 
related to the Notes, including moneys derived from, pledged to, or to be used to make payments on the Notes. Such 
recprds will specify the account or fund to which each investment (or portion thereof) held by the Trustee is to be 
allocated and wfll set forth, in the case of each investment secm'ify, (a) ks pmchase price, (b) identifying 
information, includmg par amount, coupon rate, and payment dates, (c) the amount received at matmify or its sale 
price, as the case may be, including accraed interest, (d),the amounts and dates ofany payments made withrespect 
thereto, and (e) the dates of acquisition and disposkion or matmify. 

The Trustee wfll also provide to flie Commission in accordance with a Request of the Commission, with 
respect to eaoh Investment Secmify such documentation as is reasonably available to the Trastee and is requked by 
the Code or oflier applicable law to be obtained by the Commission as evidence to establish that each investment had 
been acquired and disposed of on an estabUshed market in an arm's-length transaction at a price equal to ks fair 
market value and with no amounts having been paid tP reduce the yield pn the investments. 

COVENANTS OF THE COMMISSION 

Punctual Payment 

The Cpmmissipn wiU punctually pay pr cause tp be paid the principal pf and interest pn aU the Nptes, in 
strict conformify with the terms ofthe Notes and ofthe Indentme, according to the trae intent and meaning thereof, 

• but in each case only out of Revenues as provided in the Indentme. 

Extension of Payment of Notes 

The Commission will not directly or indirectly extend or assent to the extension ofthe matmity ofany of 
the Notes or the time ofpayment of any Notes or claims for interest by the pmchase or funding of such Notes or 
claims,for interest or by any other anangement and in case the matmify ofany of the Notes orthe time ofpayment 
of any such claims for interest wiU be extended, such Notes or claims for interest will not be entitled, in case of any 
defauk under the Indentme, to the benefks of the Indentme, except subject to the prior payment in fufl of the 
principal of aU of the Notes then Outstanding and of all claims for interest thereon which wfll not have been so 
extended. Nothing in this paragraph will be deemed to Umk the right of the Commission to issue debt for the 
purpose of refundmg any Outstanding Notes, and such issuance wfll not be deemed to constitute an extension of 
matmity ofNotes. 

Waiver of Laws 

The Commission •wfll not at any time insist upon or plead in any marmer whatsoever, or claim or take the 
benefk or advantage of, any stay or extension law now or at any time hereafter in force that may affect the coveriants 
and agreements contained in the Indentme or in the Notes, and all benefit or advantage'of any such law or laws is 
expressly waived by the Commission to the extent permitted by law. 

Further Assurances 

The Commission wfll make, execute and deliver any and all such instruments and assmances as may be 
reasonably necessaty or proper to cany out the intention or to faciUtate the performance ofthe Indentme and for the 
better assming and confirming unto the Owners of the Nptespf the rightsand benefks provided in the Indentme. 

Against Encumbrances 

The Commission wiU not create any pledge, lien or charge upon any ofthe Revenues having priority over 
or havmg parify with tiie lien ofthe Notes except only as permitted in the Indentme, 
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Accounting Records and Financial Statements 

The Commission wfll at all times keep, or cause to be kept, proper books of record and account, prepared in 
accordance with generally accepted accounting principles, in which cpmplete and accurate entries will be made of 
all tiansactions lelating to the Revenues. Such books of record and account will be avaflable for inspection by the 
Trastee and each Bank at reasonable hom's and under reasonable circumstances. 

The Commission wiU fui'nish the Trastee and each Administtative Agent witiun 180 days after the end of 
each Fiscal Year, the financial statements ofthe Commission relating to the Revenues for such Fiscal Year,, together 
witii the report and opinion of an independent certified public accountant stating that the financial statements have 
been prepared in accordance with generally, accepted accounting principles and that such accountant's examination 
ofthe financial statements was performed in accordance with generally accepted auditing standards and a Certificate 
ofthe chief financial officer pfthe Cpmmissipn stating that np event which cpnstkutes an Event pf Default or which 
with the givkig of notice or the passage of time or both would constitute an Event of DefauU has occmred and is 
continuing as of the end of such Fiscal Year, or specifying the natm'e of such event and the actions taken and 
proposed to be taken by the Commission to cm'e such default. Thereafter, a copy of such financial statements wiU 
be furnished to any owner ofNotes upon written request to the Commission. 

Collection of Sales Tax Revenues 

The Commission covenants and agrees that k has duly levied a retafl transactions and use tax in acoordance 
with the Law, pmsuant to and in accordanoe with the Ordinance, duly passed and adopted by the Commission. Said 
Ordinance has not and wiU not be amended, modified or altered so long as any ofthe Notes are Outstanding in any 
manner which would reduce the amount of or timing of receipt of Sales Tax Revenues, and the Commission wfll 
continue to levy and coUect such retail transactions and use tax to the full amount permitted by law.. The 
Commission further covenants that k has entered intP an agreement with the State Bpard pf Equalizatipn under and 
pmsuant tp which the State Bpard pf EquaUzatipn will prpcess and supervise collection of said retail transactions 
and use tax and wfll transmk Sales Tax Revenues dkectiy to the Existing Bond Trastee. Said agreement wfll be 
continued ki effect so long as any of flie Existing Senior Lien Debt or Sales Tax Extension Senior Lien Debt, as 
applicable, remains unpaid and any of the Notes are Outstanding and wfll not be amended, modified or akered (other 
than to provide for the tf-ansmission of Sales Tax Revenues directly to the Sales Tax Extension Bond Trastee in the 
event ofthe discharge of aU Existing Senior Lien Debt) without the written consent ofthe Existing Bond Trustee or 
the Sales Tax Extension Bond Trustee, as appUcable, so long as any of the Existing Senior Lien Debt or Sales Tax 
Exemption Lien Debt, as applicable, remains unpaid. The Commission wiU receive and hold in trast for (and remk 
immediately to) flre Existing Bond Trastee or Sales Tax Exemption Bond Trustee, as appUcable, any Sales Tax 
Revenues paid to the Commission by the State Board of Equalization. 

til the event that the Existing Bonds are discharged in acoordance with the provisions set forth in the 
Existing Bond Indentme and no other Existing Senior Lien Debt remains outstanding, the Commission covenants 
and agrees that k wfll amend said agreement with the State Board of Equalization in order to permk the State Board 
of EquaUzation to tiansmk Sales Tax Revenues to the Sales Tax Extension Bond Trustee. In the event that the Sales 
Tax Extension Bonds are discharged in accordanoe with the provisions set forth in the Sales Tax Extension Bond 
Indenttire and no other Sales Tax Extension Lien Debt remains outstanding, tiie Commission covenants and agrees 
that k wiU amend said agreement with the State Board of Equalization to transmk Sales Tax Revenues to the 
Trastee. If such agi-eement is so amended, tiie Commission covenants and agrees that said agreement wfll be 
continued in effect so long as any ofthe Notes are Outstanding and tiiat said agreement wiU not be further amended, 
modified or altered without the written consent of the Trastee so long as any of the Notes are Outstanding. 

The Commission represents and warrants that k has dkected and ordered the Existing Bpnd Trastee tP 
transmk tP the Tioistee, pn the same Buskiess Day as such Sales Tax Revenues are received, all Sales Tax Revenues, 
Pther than the pprtipn pf the Sales Tax Revenues applied tp payment pf fhe prmcipal pf, premium, if any, and 
interest pn the Existing Senipr Lien Debt, tpgether with any sinking fund payments and reserve fimd requirements 
wifli respect thereto, applied by tiie Existing Bpnd Trastee pm'suant tp the provisions set forth in tiie Existing Bond 
Indentme. 
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Sales Tax Revenues received by the Trastee wfll be tiansmitted to the Existing Bond Trastee pm-suant to 
the Indentme; provided that, dming the. continuance of an Event ofDefault, any Sales Tax Revenues received by the 
Trastee wiU be applied first to the payment of the costs and expenses of the Trastee in declaring such Event of 
Default and pmsuing remedies, including reasonable compensation of ks agents, attomeys and counsel, which costs 
and expenses wfll be paid from the Revenue Fund, and, second, wfll be deposked into the Inteiest Fund, Principal 
Fund, and the Support Agreement Funds, as more fully set forth in the Indentm-e. 

The Commission covenants and agrees to separately account for aU Revenues and to provide to the Tra.stee 
and each Bank access to such accounting records at reasonable hom-s and under reasonable ckcumstances. 

The Commission covenants that so long as the Notes are Outstanding, k wfll not, to the best of ks ability, 
suffer or permit any change, modification or alteration to be made tP the Law which would materially and adversely 
affect the rights pf Npfeholders pr any Bank. 

RebateFund 

The Trustee wiU establish and maintain a fund separate from any pther fund established and maintained 
under the Indentme designated as the "Rebate Fund." Within the Rebate Fund, the Trustee wiU makitain such 
acccunts as will be necessaiy in pidei to comply with the teims and requkements of each Tax Certificate. Subject to 
the transfer provisions provided below, aU money at any tkne deposited hi the Rebate Fund wiU be held by the 

. Trastee for the account of the Commission in trust, to the extent requked to satisfy the Rebate Requirement (as 
defined in each Tax Certifioate), for payment to the federal govemment ofthe Unked States ofAmerica, and neither 
the Trastee nor the Owner of any Notes nor any Bank wfll have any rights in or claim to such money. All ampunts 
deppsited mto pr pn deppsk in the Rebate Fund will be gpvemed by the Indentme and by the prpvisipns of each Tax 
Certificate (which are incoipoiated in the Indenture by reference). The Commission covenants to comply with the 
dkections contained in each Tax Certificate and the Trastee covenants to comply with all written insflructipns pf the 
Cpmmission delivered to the Trustee pmsuant to each Tax Certificate (which instractions wiU state the actual 
amounts to be deposited in or withdrawn from the Rebate Fund and will not require the Trustee to make any 
calculations with respect thereto). The Trastee wfll be deemed conclusively to have compUed with these provisions 
if it follows such instiructions of the Commission, and the Trustee wfll have no liabiUfy or responsibility to enforce 
compUance by the Commission with flie terms of any Tax Certtficate nor to make computations in connection 
therewith. 

The Trastee will invest all amounts held in the Rebate Fund, pmsuant to written instiuctions of the 
Commission, in Investment Secmkies, subject to the restrictions set forth in each Tax Certificate. 

Upon receipt ofthe mstractions ofthe Commission, the Trustee wiU remk part or all of flie balances in the 
Rebate Fund to the federal govemment ofthe United States ofAmerica, as directed. In addkion, k such instractions 
so dkect, the Trastee wfll deposit moneys into or transfer moneys out ofthe Rebate Fund from or into such accounts 
or funds (oflier than the Support Facilify Funds) as directed. Any funds remaining ki the Rebate Fund after payment 
of afl of the Notes and payment and satisfaction of any Rebate Reqmrement, wfll be withdrawn and remkted to the 
Commission in accordance with a Request of the Commission. 

Notwithstanding any other provision of the Indentme, the obUgation to remk the Rebate Requkement to the 
federal govemment of the United States of America and to comply witii all other requkements and each Tax 
Certificate will survive the defeasance or payment in full ofthe Notes. 

Tax Covenants 

The Commission covenants that it will not take any action, or fail to take any action, if any such action or 
faflme to take action would adversely affect the exclusion from gross income of the interest on the Notes under 
Section 103 ofthe Code; provided that, prior tP the issuance pf any Series pf Notes, tiie Commission may exclude 
the appUcation ofthe covenants regarding the Rebate Fund ahd taxabflify to such Series ofNotes. Without Umking 
the generaUty ofthe foregoing, the Commission wfll comply with aU requkements and covenants contained in each 
Tax Certificate. In the event that at any time the Commission is of the opinion that for tax purposes it is necessaiy 
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to re.strict or limk the yield on the investinent of any moneys held by the Trastee under the Indentme, the 
Cpmmission wfll so instract the Trustee in 'writing, and the Trastee wiU take such action as may be necessary in 
accoidance with suoh insttuctions. 

Notwithstanding any provision of the Indentme, if the Commission will receive an Opinion of Bond 
Counsel to the effect that any action reqmred under any Tax Certificate or the tax provisions ofthe Indentme is no 
longer required, or tp the effect that spme fm'thCr actipn is requked, to maintain the exclusipn fr'pm gross incpme of 
the inteiest on the Notes pmsuant to Sectiori 103 of the Code, the Commissiori arid the Tiustee may rely 
conclusively on suoh opinion in complying with the provisions of the Indentme, and flie covenants under the 
Indentme wiU be deemed to be modified to that extent. 

Support Facilities; Alternate Facilities 

The Commission will at all times maintain in effect a Support Facility enabling k to bonow an amount 
equal to the principal amomit of each Series ofNotes then authorized by the Indentme plus accraed interest thereon. 
The Commission may deliver a substitute (each, an "Alternate Facflity") to replace any Support Facility then in 
effect, provided, however, that: (i) the Commission wiU have provided to the Issuing and Paying Agent, the Trustee 
and the applicable Dealer written evidence from Mopdy's, if such Series ofNotes are then rated by Moody's, and 
Standaid & Poor's, k suoh Seiies ofNotes aie then rated by Standard & Poor's, ofthe ratings which wfll be assigned 
to such Series ofNotes upon deliveiy pf such Altemate Facility; and (ii) such AUemate Facility wiU take effect on a 
date on which all Notes of suoh Seiies matm-e. The Commission wfll piovide advance wi-itten notice of the 
proposed deliveiy of an Alternate Facility to the Issuing and Paying Agent, the Trastee and the applicable Dealei, 
suoh notice to be provided by the Commission, to the extent practicable, at least 40 days in advance ofthe proposed 
delivety of an Altemate Facflity. Upon receipt of such wiitten notice from the Commission, the Issuing and Payhig 
Agent wfll provide written notice of the proposed deliveiy of an Altemate Facflity to the Owners of the applicable 
Series ofNotes, such written notice to be provided by fkst class mail at least 30 days pripr fp the prpppsed date pf 
delivery of such Altemate Facilify. Fpllpwing the substitution of an Altemate Facflify for a Support Facilify then in 
effect, references to the Suppoit Facflify replaced thereby wiU refer to such Altemate Facility, Upon receipt of an 
Altemate Facflify, the Issuing and Paying Agent or the Trustee, as applicable, wfll promptly give notice of the 
acceptance of suoh Altemate Facility to the Owners ofthe Notes, such notice to be given by first class mafl, postage 
prepaid. 

Appointment of Dealers 

The Commission covenants and agrees to take all reasonable steps necessaty to assure that, at all times, 
there will be one or more Dealers for each Series ofNotes, and to that end will from time to time enter into one or 
more Dealer Agreements with such Dealers, providing for the services specified in such Dealer Agreements to be 
peifoi-med by such Dealeis, in connection with the offering, sale and issuance ofNotes. 

EVENTS OF DEFAULT AND REMEDIES 

Events ofDefault 

The foUowing events wfll be Events of Default: 

(a) default iri the due and punctaal payment of the principal of any Note when and as the 
same wiU become due and payable, whether at matmity as therein expressed, by declaration pr Ptherwise; 

(b) default in the due and punctaal payment pf any installment of interest on any Note when 
and as such interest installment wfll become due and payable; 

(c) ifthe Cpmmissipn wfll fail to observe or perfoim any covenant, condkion, agreement or 
provision in flie Indentme on ks part to be obseived oi performed, Pther flian as refened to in subsection (a) or (b), 
for a period of 60 days after written notice, specifying such failme and requesting that it be remedied, has been 
given to the Commission by the Trastee; except that, if such failm-e can be remedied but not within such 60 day 
peiiod and if the CommissiPn has taken all actipri leaspriably possible to remedy such faflme within such 60 day 
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period, such failme wfll not become an Event of Defauk for so long as the Commission wfll dfligentiy proceed to 
remedy the same in accordance with and subject to any directions or Umkations of time established by the Trastee; 

(d) if any default wfll exist under any agreement goveming any Parity Debt and such default 
will continue beyond the applicable grace period, if any, provided for with respect to such defauk or if the holder of 
any Parify Debt exercises a right under the Parify Debt or the conesponding instruments pm'suant to which such 
Parify Debt was issued to declare the principal thereof to be accelerated and payable imm ediately; 

(e) if the Commission files a petkion in voluntaiy bankraptcy, for the composition of its 
affairs or for ks coiporate reorganization under any state or federal bankraptcy or insolvency law, or makes an 
assignment for the benefit of credkors, or admits in writing to ks insolvency or inabflity to pay debts as they matme, 
or consents in writing to the appointment of a trustee or receiver for itself; 

(f) if a comt of competent jmisdiction will enter an order, judgment or decree declaring the 
Commission insolvent, or adjudging it bankrapt, or appointing a trastee or receiver ofthe Commission, or approvmg 
a petition ffled against the Commission seeking reorgamzation of the Commission under any applicable law or 
statute of flie Unked States of America or any state thereof, and such order, judgment or decree wiU not be vacated 
or set aside or stayed within 60 days from the date ofthe entiy thereof; 

(g) if under the provisions of any other law for the reUef or aid of debtors, any court of 
competent jurisdiction wiU assume custody or control ofthe Commission or ofthe Revenues, and such custody or 
control will not be terminated within 60 days from the date of assumption of such custody or control; 

(h) ifthe Legislatiire ofthe State will repeal or amend all or any portion ofthe provisions of 
the Law relating to the retafl transactions and use tax, being Sections 132301 to 132308, inclusive, of the Public 
Utflities Code of the State unless the Commission has determined that said repeal or amendment does not materially 
and adversely affect the rights of Noteholders; or 

(i) if the holder of any Senior Lien Debt or the trastee for any holder of Senior Lien Debt 
exercises a right under the Senior Lien Debt or the conesponding instruments under which such Senior Lien Debt 
was issued to declare the principal therepf tP be payable pripr to the matmity thereof 

Accelei'ation 

• Upon the occunence.and continuation of any Event of Event of Default, the Trastee may and, upon the 
written request ofthe Owners of not less than a majority in aggregate principal amomit ofthe Notes Outstanding at 
the time, after bekig mdemnified to its satisfaction, will, by notice in wrkuig delivered to the Commission, declare 
the entire principal amount of the Notes then Outstanding under the Indentme and the mterest accraed thereon, 
immediately due and payable, and such entire principal and interest wfll thereupon become and be immediately due 
and payable. The right of the Trastee to make any such declaration as aforesaid, however, is subject to the condition 
that if, at any time after such declaration, but before any judgment or decree for the payment of moneys due will 
have been obtained or entered imless the same has been discharged, all overdue principal of and interest uppn the 
Nptes, tpgether with the reasonable and proper charges, expenses and UabiUties of the Trastee and the Holders and 
their respective agents and attorneys and all other sums then payable by the Commission under the Indentme (except 
the principal of and interest accraed solely by virtae of such declaration) wiU either be paid by or for the account of 
the Commission or provision satisfactory to the Trastee wiU be made for such payment, and all defauks under the 
Indentme (other than the payment ofprincipal and interest due and payable solely by reason ofsuch declaration) 
wiU be cured to the satisfaction of the Trustee or provisiori deemed by the Trastee to be adequate will be made 
therefor, theu arid iri every such case the Holders of a majority iri prhicipal amount ofthe Notes then Outstandmg by 
written notice to the Commission and to the Trastee, may rescind such declaration with respect to the Notes and 
annul such declaration with respect to the Notes, or, if the Trastee wfll have acted with respect to the Notes without 
a dkection from the Holders of not less than a majorify in aggiegate principal amount of the Notes Outstanding at 
the time of such request, and if there wiU not have been theretofore delivered to the Trastee vwitten direction to the 
contraty by the Holders of a majority in aggregate principal amount ofthe Notes then Outstanding, then the Trustee 
may, by wrkten notice to the Commission, annul such declaration and any such default with respect to the Notes and 
its consequences wiU be annuUed; provided that no such rescission and annulment wfll extend to or affect any 
subsequent Event ofDefauk or impak or exhaust any right or power consequent thereon. 
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Application ofthe Revenues and Other Funds After Default 

If an Event of Defauk wfll occm" and be continuing, the Commission wiU immediately tiansfer to the 
Trastee aU Revenues held by it, and the Trastee wfll apply all Revenues and any oflier funds flien held or fliereafter 
received by the Trastee under any ofthe provisions ofthe Indentme (except as otherwise provided in the Indentm'e) 
as follows and in the following oidei: 

(1) To flie payment of any expenses necessaiy in flie opinion of the Trastee to protect the 
interests of the Owneis of the Notes and Parify Debt, inoluding the costs and expenses of the Ti-ustee and the 
Noteholders in declaring such Event of Default, and payment of reasonable fees and expenses of the Tmstee 
(including reasonable fees and disbmsements of its counsel and oflier agents) incmred in and about the performance 
pf its pPwers and duties under tiie Indentm-e; and 

(2) To flie payment of the whole amount of principal then due on the Notes and Parify Debt 
(upon presentation of the Notes and Parity Debt to be paid, and stamping theieon of the payment if only partially 
paid, or smrender thereof if fully paid) subject to the provisions of the Indentme, with interest on such principal, at 
the rate or rates of interest bome by the respective Notes and Parity Debt, to flie payment to the persoas entitled 
thereto of afl installments of interest then due and the unpaid pruicipal or Redemption Price, if applicable, of any 
Notes and Parify Debt whioh wiU have become due, whether at matm-ity, acceleration or by call for redemption, in 
the order of thek due dates, with interest on flie overdue principal and Parity Debt at the rate bome by the respective 
Notes and Parity Debt, and, if the amount avaflable will not be sufficient to pay in fuU all the Nptes and Parity Debt 
due on any date, together wifli such interest, then to the payment thereof ratably, aocPrding tP the ampunts of 
principal or interest due on such date to the persons entitied thereto, without any discrimination oi preference. 

Trustee to Represent Noteholders 

The Trustee is krevocably appointed (and the successive respective Owners of the Notes, by takmg and 
holding the same, will be conclusively deemed to have so appomted the Trastee) as trastee and trae and lawful 
attomey-in-fact of the Owners of the Notes for the puipose of exeicising and prosecutmg on thek behalf such rights 
and remedies as may be available to such Owners under the provisions of the Notes, the Indentme, the Law and 
appUcable provisions of any otber law. Upon the occmrenoe and continuance of an Event of Default or othei 
occasion giving lise to a right in tiie Trastee to lepiesent flie Noteholdeis, flie Trustee in ks discretion may, and upon 
the written request of the Owners of not less than 25% in aggregate amount of Notes then Outstanding, and upon 
being indemnified to ks satisfaction tiierefor, wfll, proceed to protect oi enforce its rights or the rights of such 
Owners by such appropriate action, suk, mandamus or other proceedings, including acceleration upon occunence 
and continuance of any Event ofDefauk, as it wiU deem most effectual to protect and enforce any such right, at law 
or kl equity, either for the specific performance of any covenant or agreem ent contamed in the Indenhire, or in aid of 
the execution of any power granted in the Indentme, or for the enforcement of any other appropriate legal or 
equitable right or remedy vested in the Trustee or in such Owners under the Indentiire, the Law or any otiier law; 
and upon instituting such proceeding, the Trastee wiU be entkled, as a matter of right, to the appointment of a 
receivei of the Revenues and othei assets pledged under the Indentme, pendmg such proceedings Afl rights of 
action under the Indenture or flie Notes or otherwise may be prosecuted and enforced by flie Trustee without the 
possession of any ofthe Notes or the production thereof m any proceeding relating thereto, and any such suit, action 
or proceeding institated by the Trastee willbe brought inthe name ofthe Trastee forthe benefit andprotectipn pf aU 
the Owners pf suoh Notes, subject fp the prpvisipns pfthe Indentme. 

Noteholders' Direction of Proceedings 

Anyfliing in the Indenttire fp flie contraty notwiflistandmg, the Owners of a majority m aggregate principal 
amomit of the Notes then Outstanding wfll have the light, by an instiument oi concmxent instruments in writing 
executed and delivered to the Tiiistee and upon furnishing the Trastee witii indemnification satisfactoiy to k, to 
dkect the metiiod of conducting all remedial proceedings taken by the Trastee under flie Indentiire, provided fliat 
such dkection will not be otheiwise flian in accordance with law and the provisions of the Indenture, fliat the Trustee 
may take any other action deemed proper by the Trastee which is not inconsistent wifli suoh direction, and tfiat the 
Trastee will have the right to decUne to follow any such dkection which in the opmion of the Ti'ustee would be 
unjustly prejudicial to Noteholdeis or holders of Parify Debt not parties to such dkection. 
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Limitation on Noteholders' Riglit to Sue 

No Owner of any Note wiU have the right to institate any suit, action or proceeding at law or in equity, for 
the protection or enforcement of any right or remedy under the Indentme, the Law or any other applicable law with 
respect to such Note, unless: (1) such Owner wfll have given to the Trustee 'written notice of the occunence of an 
Event of Default; (2) the Owners of not less than 25% in aggregate principal amount ofthe Notes then Outstanding 
wfll have made written request upon the Trustee to exercise the powers granted to it in the Indentme or to institute 
.such suit, actipn or proceeding in ks own name; (3) such Owner or said Owners will have .tendered to the Trustee 
reasonable indemnity against the costs, expenses and UabiUties to be incuned in cpmpliance with such request; 
(4) the Trastee wiU have refused pr omitted tp comply with such request for a period of 60 days after such •written 
request wfll have been received by, arid said tender of indemnity wiU have been made to, the Trastee; and (5) the 
Trastee wiU not have received contraty directions frpm the Owners pf a inajority in aggregate principal amount of 
the Notes then Outstanding. 

Such notificatipn, request, tender pf indemnity and refusal or omission are declared, in eveiy case, to be 
conditions precedent to the exercise by any Owner of Notes of any remedy, under the Indentme or under law; it 
being understood and intended that no one or mpre Owners of Nptes wfll have any right in any manner whatever by 
his or thek action to affect, distmb or prejudice the secmity of the Indentme pr the rights pf any other Owners of 
Notes, or to enforce any right under the Indentme, tha Law or other applicable law with respect to the Notes, except 
in the manner in the Indentme provided, and that all proceedings at law or in equity to enforce any such right wiU be 
institated, had and maintained in the manner in the Indentme provided and for the benefk and protection of all 
Owners of the Outstanding Notes, subj ect to the provisions of the Indentme. 

Absolute Obligation of the Commission 

Nothing in the Indentme, or in the Notes, contained wfll affect or impair the obUgation ofthe Commission, 
which is absolute and uncondkional, to pay the prmcipal of and kiterest on the Notes to the respective Owners of the 
Notes at thek respective dates of matmify, but only out ofthe Revenues and other assets in the Indentme pledged 
therefor, or affect or impair the right of such Owners, which is also absolute and uncondkional, to enforce such 
paym ent by virtae of the contract embodied in the Notes. 

Termination of Proceedings 

In case any proceedmgs taken by the Trustee or any one or more Noteholders on account of any Event of 
Defauk will have been discontinued or abandoned for any reason or will have been determined adversely to the 
Trastee or the Noteholders, then in evety such case the Cpmmissipn, the Trastee and the Noteholders, subject to any 
determination in such proceedings, wiU be restored to thek former positions and rights under the Indentiire, 
severaUy and respectively, and aU rights, remedies, powers and duties of the Commission, the Trastee and the 
Nptehplders will continue as though np such proceedings had been taken. 

Reinedies Not Exclusive 

No remedy in the Indentme confened upon or reserved to the Trastee or to the Owners of the Notes is 
intended to be exclusive of any other remedy or remedies, and each and evety such remedy, to the extent permitted 
by law, wfll be cumulative and in addkion to any other remedy given under the Indentme or now or hereafter 
existing at law or in equity or otherwise. 

No Waiver of Default 

No delay or omission of the Trastee or of any Owner of fhe Notes to exercise any right or power arising 
upon the occunence pf any defauk wfll impair any such right Pr power or wiU be constraed to be a waiver of any 
such default or an acquiescence therein; and evety power and remedy given by the Indentme to the Trustee or to the 
Owners ofthe Notes may be exercised from time to time and as often as may be deemed expedient. 
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MODIFICATION OR AMENDMENT OF THE INDENTURE 

Amendments Permitted 

The Indenttire and the rights and obligations of flie Commission, the Owners of flie Notes and the Trastee 
may be modified or amended from time to time and at any time by a Supplemental Indentiire, which the 
Commission and the Trastee may enter into with the written consent of the Owners pf a majorify in aggregate 
principal amount ofthe Notes (or, if such Supplemental Indentiu'e is only appUcable to a Series ofNotes, such Series 
ofNotes) flien Outstandmg wfll have been filed with flie Trastee; piovided that if such modification or amendment 
will, by its teims, not take effect so long as any Notes ofany particular matm'ify remain Outstanding, the consent of 
the Owners of such Notes wiU not be required and such Notes wiU not be deemed to be Outstanding for tiie pmpose 
pf any calculaticn pf NPtes Outstanding when deteimining ifan amendment is permitted. 

The Indentme and the rights and obligations of the Commission and of tfie Owners of tiie Notes and of the 
Trastee may also be modified or amended at any time by a Supplemental Indentare entered into by the Commission 
and the Trustee which wiU become binding when the written consents of each providei of a lettei of ciedk or a 
poUcy of bond insm'anoe for the Notes wfll have been filed witii tiie Trustee, provided that at such time tiie payment 
of all the principal of and inteiest on aU Outstandmg Notes wfll be msm-ed by a policy oi policies of municipal bond 
insmance or payable under a letter of credk the provider of which wiU be a financial institution pr asspciation having 
unsecured debt pbligatipas rated, pr insuring pr securing otiier debt obligations rated on the basis of-such insm-ance 
or letters of credit, in one ofthe two highest Ratmg Categories of Moody's and Standaid & POPI'S. 

N P such mpdificatipn PI amendment will: (a) extend flie fixed matmity pf any Npte, PI reduce the amount 
of pikicipal thereof, or extend the time of payment provided for any Note, or reduce tfie rate of interest thereon, or 
extend the time of payment of interest fliereon, wifliout the consent of tfie Owner of each Npte SP affected, pr 
(b) reduce tiie aforesaid percentage of principal the consent of the Owners of which is requked to effect any such 
modification or amendment, or permk the creation of any lien on flie Revenues and other assets pledged under the 
Indentme prior to or on a parify with the lien cieated by flie Indentme, or deprive the Owners of the Notes of the lien 
created by the Indenttire on such Revenues and other assets (in each case, except as expressly provided in the 
Indentme), witiiout tiie consent of the Owneis of all of the Notes tiien Outstanding. It wifl not be necessaty foi the 
coasent of the Noteholdeis to approve the particulai fpim pf any Supplemental Indentme, but k will be sufficient if 
such ocnsent will approve the substance therepf 

. The Indentme and the rights and obligations of the Commission, of the Trastee and of the Owners of the 
Notes may also be modified or amended from time to tome and at any time by a Supplemental Indentme, which the 
Commission may adopt wifliout the consent of any Noteholders but only to flie extent permitted by law and only for 
any one or mpre pfthe following purposes: 

(1) to add to the covenants and agreements of the Commission in the Indentm'e contamed 
other covenants and agieements thereafter to be observed, to pledge or assign additional seom-ify for the Notes (or 
any portion thereot), or to sunender any right pr ppwer in the hidentme reserved to or confened upon the 
Commission; 

(2) to make provisions for the purpose of cming any ambiguity, kiconsistency cr omission, 
or of cming or correcting any defective provision, contained in the Indentme; 

(3) tP modfl:y, amend or supplement flie Indentme in such manner as to permk the 
qualification of the Indentiire under the Trast Indentme Act of 1939, as amended, or any similar federal statute 
hereafter in effect, and to add such oflier terms, condkions and provisions as may be permitted by said act or smiilar 
federal statute, and which will not materially and adversely affect the interests of the Owners of the Notes; 

(4) to make modifications or adjustments necessaiy, apprppriate or desirable to provide for 
the issuance of Parify Debt with such interest rate, payment, matmity and other terms as the Commission may deem 
desirable; subject to the provisions ofthe Indentm-e; 

(5) to provide for the issuance of Notes in bppk-entty fprm, prpvided fliat UP s-uch prpvisipn 
wfll materially and adversely affect the kiterests pf tiie Owners pfthe Nptes; 
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(6) to make modifications or adjustments necessaty, appropriate or deskable to 
accommodate Suppoit Facilities, provided that no such provision wfll materially and adversely affect the interests of 
the Owners of the Notes; 

(7) if the Commission agrees in a Supplemental Indentme to maintain the exclusion of 
interest on a Series ofNotes from gross income for pmposes of federal income taxation, to make such provisions as 
are necessary or appropriate to ensm'e such exclusion; 

(8) to provide for the issuance of an addkional Series of Notes pm-suant to provisions of the 
Indentme; 

; (9) to amend the Indentare to provide for the issuance of an additional Series ofNotes upon 
demonstration pf prp foim a debt seivice coverage or historical debt seivice coveiage, provided that no such 
provision wiU m aterially and adversely affect the interests of Owners pf the Nptes; and 

(10) fpr any Pther purppse that dpes npf materially and adversely affect the interests pf the 
Owners of the Notes, including, without Iknkation, to provide for changes requested by Moody's or Standard & 
Poor's in order to obtain pr maintain a credk rating fpr any Series pf Nptes. 

The provisipns described above do not prevent any Noteholdei from accepting any amendment as to the 
particular Notes held by him, piovided thaf due notation theieof is made on such Notes. 

DEFEASANCE 

Discharge of Indentuie 

Notes of any Series or a portion thereof may be paid by the Commission, in any of the following ways: 
(a) by paymg or causing to be paid the principal of and inteiest on such Outstanding Notes, as and when the same 
become due and payable; (b) by deposkkig with the Tiustee, an escrow agent or other fiduciary, in trust, at or before 
matmity, money or secm-kies in the riecessaty amount to pay such Outstanding Notes;, or (c) by delivering to the 
Trastee, for canceUaficn by it, such Outstandmg Nptes. 

If the Cpmmissipn will pay all Series fpr which any Nptes are Outstanding and also pay pr cause to be paid 
aU other sums payable under the Indentme by the Commission, then and in that case, at tiie election of the 
Commission (evidenced by a Certificate of the Commission, ffled with the Trustee, signifying the intention of the 
Commission to discharge aU such indebtedness and the Indentme), and nptwithstanding that any Npfes will npt have 
been smrendered fpr payment, the Indentme and the pledge pf Revenues and pther assets made under the Indentme 
and all cpvenants, agreements and other obligations of the Commission under the Indenture wfll cease, terminate, 
become void and be completely discharged and satisfied. In such event, upon Request of the Commission, the 
Trastee wfll cause an accounting for such period or periods as may be requested by the Commission to be prepared 
and filed wifli the Commission and wiU execute and deliver to the Commission all such mstruments as may be 
necessary or desirable to evidence such discharge and satisfaction, and the Trastee will pay over, tiansfer, assign or 
deliver to the Commission all moneys or secmkies or other property held by k pmsuant to the Indentme which, as 
evidenced by a verification report, upon which the Trustee may conclusively rely, from a furm of independent 
certified public accountants, or other firm acceptable to flie Tiustee, aie not lequked foi the payment of Notes not 
theretofpie smrendered fpr such payment. 

Discharge of Liability on Notes 

Uppn the depp.sk with the Trastee, escrpw agent pr pfher fiduciary, in trust, at pr before m atmity, of money 
or secmities in the necessaty amount to pay any Outstanding Note, then all liabflity of the Commission in respect of 
such Note wfll cease, teminate and be completely discharged, provided that flie Owner thereof wfll thereafter be 
entitied to the payment of the principal of and interest on the Notes, and the Commission will remain liable for such 
payment, but only out of suoh money or secm'kies deposked as aforesaid for their payment, subject, however, to the 
continuing duties of the Trastee under the Indentme including, without limitation, the provisions relating to the 
exchange ofNotes and the mvestment of moneys in funds and accounts. 
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The Commission may at any thne sunender to flie Trastee for cancellation by it any Notes previously 
issued and delivered, which flie Commission may have acquired in any manner whatsoever, and such Notes, upon 
such smrender and cancellation, wifl be deemed to be paid and retked. 

Depcslt of Money or Securities with Tru.stee 

Whenever in the Indentme k is provided or peimitted that tiiere be deposited with oi held ki trast money or 
secm-kies in the necessaiy amount to pay any Notes, the money or secmkies so to be deposited or held may include 
money or secm-kies held by the Trastee in flie funds and accounts established pmsuant to the Indentme and wiU be: 

(a) lawful money of the Unked States of America in an amount equal to the principal amount 
of such Notes and aU unpaid mterest tfiereon to matmity; or 

(b) Defeasance Secmkies tfie principal of andlnterest on whioh when due will, in the ppinion 
of an independent certified pubUc accountant deUvered to the Tmstee (upon which opinion the Ti-ustee may 
conclusively rely), provide money s-ufficient to pay the principal of and all unpaid interest to matmify, on the Notes 
to be paid, as such principal and interest become due; provided, however, that no such opkiipn wifl be requked and a 
Certificate of the Commission will suffice ui lieu fliereof k the Defeasance Secmkies to be deposked wiU matture 
wiflun 90 days of the date of suoh deposk and if the Commission wfll have delivered to the Trastee a Certificate to 
the effect that the Commission wfll piovide such addkional funds as aie necessaiy to pay all unpaid interest to 
matmity on the Notes to be paid should such Defeasance Secmkies be insufficient; 

piovided, in each case, that the Trastee, esciow agent oi ofliei fiduciary wfll liave been irrevocably instiruoted (by the 
terms of the Indentme or by Request of the Commission) to apply s-uch money to tiie payment of such principal and 
interest with respect to such Notes. 

Payment of Notes After Discharge of Indenture 

Any moneys held by the Trastee m ttust for the payment of flre principal of, or kiterest on, any Notes and 
remaining unclaimed for two years after the prkicipai of all of the Notes has become due and payable, if such 
moneys were so held at such date, or two years after the date of deposk of such moneys if deposited after said date 
when all of the Notes became due and payable, wfll, upon Request of the Commission, be repaid to the Commission 
free from the trusts cieated by the Indentuie, and aU Uabilify of the Trastee wifli respect to such moneys wifl 
thereupon cease. Afl moneys held by or on behalf of the Trastee for the payment of principal of or interest on Notes 
wiU be Ueld in tiust for the account cf the Owners fliereof, and the Trastee wifl npf be requked to pay Owners any 
interest on, or be Uable to the Owners or any other person (other than the Commission) for any interest eamed on, 
moneys so held. Any interest earned thereon wiU belong to the Commission and wiU be deposked monthly by the 
Trastee into flie Revenue Fund. 

SUMMARY OF THE AMENDED AND RESTATED ISSUING AND PAYING AGENT AGREEMENT 

Thefollowing is a summary of certain provisions ofthe Issuing and Paying Agent Agreement which are not 
described elsewhere in Uiis Offeiing Memorandum. This stmtmary does not purport to be a definitive or 
comprehensive simimary of all the provisions of such document This summary is qualified in its entirety by 
reference to thefuU text of the Issmng and Paying Agent Agreement. 

Supply of Notes 

The Commission agrees from time to time to fumish the Issuing and Paykig Agent wifli an adequate supply 
of Notes of each Series, as further described in flie Issuing and Paying Agent Agreement. Pending receipt of an 
Issuance Request, the Issuing and Paying Agent agi-ees to hold tfie Notes ki safekeeping for flie account of the 
Comm ission ki accordance with the custom ary practice of the Issumg and Paying Agent. 
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The Commission may deliver Notes of ariy Series, iricluding the Series B Notes, in the form of a Master 
Npte, representing aU Npfes pf such Seiies fp be issued from time to time each matming no later than the date 
which is five days prior to the expiration date of the applicable Support Facility. Each Master Note may be replaced 
by a new Master Note having a later matm-ity date so long as the matmify date thereof does not extend beyond the 
fifth day prior to flie expiration date of the applicable Support Facility, as flie same may be extended from time to 
time.- Each Master Note wfll evidence indebtedness of the Commission as set forth in the Advices. Each Advice 
will comply with flie limitations on Notes set forth in the Issuing and Paykig Agent Agreement. 

Completion, Authentication and Delivery of Notes 

An Issuance Request wiU be given by an Authorized Representative by telephone, promptly confkmed in 
writing (which writmg may be transmitted by telecopier). Upon receipt pf an Issuance Request as described in the 
Issuing and Paying Agent Agreement, the Issuing and Paying Agent agrees tc withdraw the necessaty Note(s) from 
safekeeping and, in accordance with such Issuance Request, agrees to: 

(i) complete eaoh Note as to principal amount (which principal amount wiU be 
$100,000 or an integral multiple of $1,000 in excess thereof), date of issue, matmity date (which 
wiU not exceed 270 days from the date of issuance), interest rate and amount of inteiest thereon 
and to register such Note directed by the applicable Dealer; 

(ii) manually authenticate each Note by any officer or employee duly authorized and 
designated for such purpose; 

(iii) deliver tlie Note(s) to the appUcable Dealer or ks agent, which delivery wfll be 
against receipt for payment as provided ki the Issuing and Paymg Agent Agreement or as 
otherwise provided in such Issuance Request (if such Issuance Request does not provide for such 
receipt, the applicable Dealer will nevertheless pay the pmchase price for the Note(s)); and 

(iv) retain one, nonnegotiable copy of each Note for ks records and promptly forward 
• one nonnegotiable copy of each Note to the Commission, the Trustee and the applicable 

Administiative Agent.. 

An Issuance Request delivered'by telephone must be received by the Issuing and Paying Agent by 12:00 
Noon New York City time, if the Note(s) are to be delivered the same day. Telephone transmission of an Issuance 
Request'wiU be confkmed in writing (which writing may be transmittedby telecopier) the same day. 

The Commission understands fliat although the Issuing and Paying Agent has been instracted and has 
agreed to deliver the Notes agakist payment, delivery of the Notes will, in accoidance with the custom prevafling in 
the commercial paper market, be made before receipt of payment in immediately avaflable funds. Therefore, once 
the Issuing and Paying Agent has delivered a Note to the applicable Dealer, or its agent, the Commission agrees to 
bear the risk that the applicable Dealer or its agent will fafl to remk payment for the Note to the Issumg and Paying 
Agent. It is understood fliat each delivery ofNotes under the Issuing and Paying Agent Agreement will be subject to 
the rules ofthe New York Clearing House in effect at the time ofsuch delivery and, in accordance therewith, Notes 
are to be delivered by 2:00 p.m.. New York Cify time. 

Notwithstandmg any oflier provision of the Issuing and Paying Agent Agreement or the Indentme to the 
contrary, no Notes of any Series wUl be authenticated or delivered if 

(i) such delivety would result in the aggregate principal amount ofNotes of such 
Series Outstanding being in excess ofthe lesser of the principal amount of such Series authorized 
pmsuant to the Indentme and the amoimt available to be drawn by the Issuing and Paying Agent 
underthe applicable Suppprt Facility fpr payment of prkicipai pf such Series of Nctes; or 

(ii) if the Support Facflify relating to Notes of such Series provides mterest 
coverage, such deliveiy would resuk in an aggregate ampunt pf interest fp accrue pn the 
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Outstanding Notes of such Series to matm'ify fo be in excess ofthe amount available to be drawn 
by tiie Issuing and Paying Agent under the applicable Support Facflify for the payment of mterest 
on such Seiies ofNotes; oi 

(iii) such delivery would resuk in the delivery of Notes of suoh Series bearing 
inteiest at a rate in excess ofthe maximum late then peimitted by Law, which as of Novembei 1, 
2005 is twelve percent (12%) per annum; or 

(iv) the mafm-ify date specified in tiie Issuance Request for Notes of suoh Series 
extends beyond 270 days from the respective dates of authentication and issuance of such Series 
of Notes or beyond the 5 days prior to the Support Facility Expkation Date PI beypnd 30 yeais 
from tiie date pf inkial issuance of such Seiies of Notes (as piovided in the Tax Certtficate 
delivered in connection with such Series ofNotes) or beyond flie Tax Expiration Date; or 

(v) a Notice of No Issuance or a Notice of Teimination^ eaoh in such form as is set 
forth in the applicable Support Agreement, wiU have been delivered to the Issuing and Paying 
Agent by the appUcable Aiininistiative Agent and such Notice wiU not have been witiidrawn or 
revoked by such Administrative Agent; oi 

(vi) the Issuing and Paying Agent will have actual knowledge that an Event of 
• Defauk under the Indentme wfll have occun'ed and is continuing; or 

(vii) the Issuing and Paying Agent wiU have received notice that the Opinion of Bond 
Counsel delivered regarding the exclusion of interest on the Notes of suoh Series fi'om the gross 
income of the Holders thereof for federal income tax purposes has been or is being withdrawn, 
which notice wfll be delivered by s-uch Bond Counsel to the Commission and tfie Issuing and 
Paying Agent. 

If the Issuing and Paying Agent is unable to comply with an Issuance Request because of any of the above 
conditions, the Issuing and Paying Agent wiU immediately notify tfie Commission and flie applicable Dealer of the 
ckcumstances prohibking flie issuance ofNotes of such Series. 

In the event an Advance or a Bank Loan lelatbg to any Series ofNotes is outstanding, flie Issuing and 
Paying Agent may authenticate and deliver a principal amount ofNotes of sucU Series exceeding the applicable 
Avaflable Amount tf, upon receipt of the proceeds of such Notes, the Issuing and Paying Agent wUl have sufficient 
funds immediately available to reimbm'se the applicable Administrative Agent for an Advance or a Bank Loan equal 
to such principal amount; provided, if such reimbmsement is with respect to a Bank Loan, such Notes wfll be issued 
only with the prior written consent of each appUcable Bank. Upon receipt of the proceeds of such Notes, the Issumg 
and Paying Agent wfll immediately notify the applicable Adminisfrative Agent tiiat the Issuing and Paying Agent is 
holding such proceeds in trust for, and will be immediately wiring the same to, suoh Administrative Agent. 

Nohvithstandkig any other provision in the Indenttire or the Issuing and Paying Agent Agreement to the 
•contraiy, so long as a Series ofNotes wiU have been delivered through a book-entry only system pmsuant to the 
Indentare, the Issuing and Paying Agent wfll deliver such Series of Notes in accordance with the terms pf the 
appUcable Letter pf Representations delivered in connection with such Series of Notes. 

Estabhshment and Application of Note Funds and Accounts; Demand for Payment Under Support Facilities 

Concmrenfly with flie execution and delivery of the Issuing and Paying Agent Agreement and for the 
pmposes of flie Issuing and Paying Agent Agreement, flie Indentme and flie appUcable Support Agreement 
providing Uquidify for a Series ofNotes, the Issiung and PayingAgent wfll establish and maintain a separate fund, 
which wifl be designated the " Note Fund" (mserting flierein the Series designation of such Note Fund), 
including the " Note Principal Account" (inserting thereki the Series designation of .such Note Principal 
Account) and flie " Note Interest Accounf (inserting flierem the Series designation of such Note Interest 
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Account) flierein, each in accordance with the provisions set forth in the Indentme and in accordance with the 
provisipns set fprth m the Issuing and Paying Agent Agreement. 

(a) On each day cn which the Issuing and Paying Agent receives a transfer pf funds frpm the 
Trastee with respect fp interest due pr to become due on a Seiies of Notes, the Issuing and Paying Agent will deposk 
all such amounts in the Note Inteiest Account foi flie appUcable Seiies. 

(b) On each day on which the Issuing and Paying Agent receives a transfer of funds frpm the 
Trastee with respect fp principal due or to become due on a Series of Notes, the Issuing and Paying Agent wiU 
deposk all suoh amounts in the Note Piincipal Account foi the applicable Seiies. 

(c) On each day on which a Dealer or its agent takes deliveiy of Notes, the Dealer or its agent 
win pay the pm'chase price for suoh Notes in immediately available funds to the Issuing and Paying'Agent who wiU 
deposk all amounts received from the Dealer with respect to the principal of such Notes in the Note Principal 
Accpunt fpr the applicable Series pr, if such Npfes are being issued pmsuant to the provision of the Issuing and 
Paying Agent Agreement allowing Notes to be issued in excess ofthe applicable Available Amount ifthe pioceeds 
of suoh Notes wfll be sufficient to reimbmse all applicable Advances and Bank Loans, in the Support Facflify Fund 
for the applicable Series. 

(d) On any date on which Notes of a Series are matming, the Iss-uing and Paying Agent wfll 
deteimine the amount available to pay such Notes by receivmg proceeds frcm the applicable Dealer by 12:00 Nopn, 
New Yprk Cify thne, with respect tp aU Npfes pf such Series to be authenticated and delivered on such date pmsuant 
to an Issuance Request. If no Issuance Request is received by 12:00 Noon, New York City time, the Issuing and 
Paying Agent wfll assume no such proceeds wfll be delivered. In flie event that the aggregate amount of such 
proceeds and the amounts on deposk in the Note Pi'incipal Account for the applicable Series and the Note Interest 
Account for flie applicable Series on the date of matmity pf any Npte pf such Series wifl be msufficient tc pay the 
principal pf or interest due on such Note, the Issuing and Paykig Agent wfll submk a Notice of Borrpwing, in such 
form as is set fprth as an exhibk fp the Suppprt Agieement foi the applicable Seiies, to the Administrative Agent by 
12:30 p.m.. New York Cify time, in order to draw onthe Support Facilify forthe applicable Series in suoh amomit as 
is necessary to pay the principal of and, ifthe aplplicable Support Facility provides interest coverage, interest due on 
such matming Note of such Series, and will deposk the amomit of such draw conesponding to principal ki the Note 
Principal Account foi the appUcable Series and will deposk the amount, if any, of such draw conesponding to 
interest in the Note Interest Account for the appUcable Series. Ifthe applicable Support Facility does not provide 
interest coverage, .the Issuing and Paying Agent wfll notify the Commission, eiflier in writing or by telephone and 
promptly confirmed in wrking, by 12:30 p.m.. New York City time, of the amount of any deficiency in the Note 
Interest Account for the appUcable Series, and tUe Commission wifl provide to the Issuing and Paying Agent, but 
only from Sales Tax Revenues, funds in the amount of such deficiency by 2:30 p.m., New York Cify time. The 
Issuing and Paying Agent wiU deposk such funds in the Note Interest Account for the applicable Series. 

The Issuing and Paykig Agent: (i) wiU hold flie funds in eaoh Note Fund, for tfie benefk of flie Holders of 
the applicable Series ofNotes and the applicable Bank for such Series; (ii) will set such funds aside exclusively for 
the payment of the prmcipal of and interest on the Series of Notes for which the draw on the Support Facilify for 
such Series was made; and (iii) wiU apply suoh amounts to the payment of such principal of and interest on such 
Series of Notes, upon presentation fliereof for payment, in accordance with flie terms of flie Indentme and the 
Issuing and Paying Agent Agreement. The Issuing and Paymg Agent will npf have a Uen on any Note Fund for the 
payment of any fees or expenses or other obligations owuig to the Issumg and Paying Agent under flie Issuuig and 
Paying Agent Agreem ent. 

Establishment of Support Facility Funds 

Concunently with flie execution and deliveiy of the Issuing and Paying Agent Agreement and for the 
purposes of the Issuing and Paying Agent Agreement, the Indentme and each Support Agreement providmg 
liquidity for each Series ofNotes, the Issuuig and Paying Agent wfll establish a " Support Facility Fund" 
(inserting flierein the Series designation of such Support Facility Fund), in accordance wkh the provisions set forth 
in the Issumg and Paying Agent Agreement. The Issuing and Paying Agent will have exclusive control and sole 
right of withdrawal with respect to flie Support Facflity Funds. 
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On each date on which Notes of a Series are to be authenticated and delivered to the applicable Dealer 
pm-suant to tfie provision of the Issukig and Paying Agent Agreement aUowmg Notes-to be issued in excess of the 
applicable Available Amount if tfie proceeds of such Notes will be suftlcient to reimbmse all applicable Advances 
and Bank Loans, such Dealer or its agent will pay the pmchase price for such Notes in knmediately available funds 
to the Issuing and Paying Agent who wiU deposk aU amounts received from such Dealer with respect to such Series 
ofNotes in the Support Facilify Fund for the applicable Series. 

The Issuing and Paying Agent wiU hold tfie funds in each Suppoit Facilify Fund uninve.sted, foi the benefk 
of the applicable Bank, wfll set such funds aside exclusively to reimbm-se the appUcable Bank for an Advance or a 
Bank Loan, and wfll upon receipt immediately apply such funds to leknbmse such Bank foi an Advance oi a Bank 
Loan, in acoordance with the terms of ttie Issuing and Paying Agent Agreement and the appUcable Support 
Agreement. The Issuing and Paying Agent will promptly notify tfie Commission and the Trastee of suoh 
reimbmsement m ade to such Bank. 

Payment of Matured Notes 

By 2:30 p.m.. New York City thne, on the date that any Notes are scheduled to matiare, the Commission 
agrees that the Commission will have provided, or caused to be provided, to the Issuing and Paying Agent, sufficient 
funds from which to pay the matming Notes and the interest thereon whioh will be paid from the funds provided 
pursuant to the Issuing and Paying Agent Agreement and as set fortfi in the Indenttu-e. 'When any mahu-ed Note is 
presented to the Issumg and Paying Agent for payment by the holder thereof, payment will be made fi'om funds held 
pm'suant to the provisipns set fprth in the Indentme and in accprdance with the terms therepf and of tiie Issumg and 
Paying Agent Agreement. 

Cancellation ofNotes 

The Issuing and Paying Agent agrees promptly to cancel flie Note(i3) presented for payment and retam such 
Notes to the Commission, or flie Issuing and Paying Agent may, in ks sole discretion, ui lieu of such cancellation 
and delivery, destroy such Notes and deliver a certificate evidencing sucU destraction to flie Commission. Promptly 
upon flie written request of the Commission, the Issumg and Paying Agent agrees to cancel and retiurn to the 
Comm ission aU unissued Notes in tiie possession of the Issuing and Paying Agent at the tim e of such request. 

Compliance with Indenture 

The Issuing and Paying Agent agrees to accept, undertake and perform all pf the duties and pbligatipns set 
fprtii and imppsed upon the Issuing and Paying Agent under tiie Issuing and Paying Agent Agreement and under the 
Indentiure and, in addition, the Issuing and Paying Agent agrees; 

(a) to hold all sums held by tiie Issuing and Paying Agent for the payment of tiie principal of or 
inteiest on the Notes in bust foi the benefk of the Holders of the Notes until such sums wiU be paid to such Holders 
or otherwise disposed of as provided in the Indentme; 

(b) to mvest all sums, if any, held by the Issuing and Paying Agent for the payment pf the principal pf 
pr interest on the Notes in Investment Securities (as such term is defined in tiie Indentm-e) ki acoordance with the 
instractions of fhe Commission and the provisions set forth m the Indenture; 

(c) to transmk to the Trustee, by telex, telecopier or other electronic means of communication by 
5:00 p.m., New York City tune, on the day received, the contents of an Issuance Request, and to traasmk to the 
Trastee, by telex, telecopier or otiiei elecfronic means of communication by 5:00 p.m.. New Yoik City time, on the 
date deliveied, a copy of any Notice of Bonowing delivered to any Administrative Agent; 

(d) to provide to eaoh Admmistrative Agent a monthly report, due on the fifth Buskiess Day of each 
month, which report wfll set fprth such infprmatipn regarding the authenticatipn and delivety pf Notes of the 
appUcable Series dming the prior month, as each Administrative Agent and Issuing and Paying Agent will Uave 
agreed upon; and 
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(e) to keep such bopks and recprds, including, withcut limitatipn a cpmplete lecprd pf all Issuance 
Requests, as will be cpnsistent with prudent industiy practice and to make such books and records available for 
inspection by the Commission, the Trastee and eaoh Administrative Agent, such bopks and recpids fp be available 
pn eaoh Business Day dm'ing leasonable business horns and, if so lequested, to send copies of such books and 
records to fhe Commission, the Trustee or Administrative Agent, as applicable. 

Amendmeuts 

The Issuing and Paying Agent Agreement may be modified or amended from time to time and at any time, 
provided that such modification or amendment is in -wrking, is executed by the Commission and tiie Issuing and 
Paymg Agent, and is approved in wi'king by each Administiative Agent, and piovided furtiiei that no modification 
or amendment wfll materially and adversely affect the rights of the Noteholders of Notes Outstanding on the 
effective date ofsuch amendment. 

Termination 

The Issumg and Paying Agent Agreement may be terminated at any time by either the CommissiPn PI the 
Issuing and Paying Agent on the same ternis and condkions as aie piovided for removal or resignatipn pf the Trastee 
under the Indentme, which terms and conditions are set forth in the Indentme. No termination of the Issuing and 
Paying Agent Agieement may take effect prioi to: (i) the appointment by the Commission of a successoi issuing 
and paying agent; and (ii) the assumption by such successoi of the duties pf the Issuing and Paying Agent under the 
Issuing and Paying Agent Agreement and flie Indentiire; and (iii) the tiansfer of each Support Facility then in effect 
to such successor. 

Successor in Interest to Issuing and Paying Agent 

Any company into which the Issuing and Paying Agent may be merged or converted or with which it may 
be consolidated or any company resulting from any merger, conversion or consolidation to which k wfll be a party 
or any company to which the Issuing and Paying Agent may sell or ti'ansfer all or substantially aU of ks issuing and 
paying.agent business, provided suoh company wfll meet the requkements set forth in the Indentme, wifl be the 
successpr to such Issuing and Paying Agent without the execution or filing of any paper or any further act, anything 
in the Issuing and Paying Agent Agreement to the contraty notwithstanding. 
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APPENDIXE 

FORM OF OPINION OF BOND COUNSEL 

[Dated Date] 

San Diego County Regional 
Transportation Commission 

San Diego, Galifornia 

San Diego County Regional Transportation Commission 
Subordinate Sales Tax Revenue Commercial Paper Notes 

(Limked Tax Bonds), Series B 
(Final Opinion) 

Ladies and Gentlemen: 

We have acted as bond counsel to the San Diego County Regional Transportation Commission (the "Issuer") in 
comiection with authorization of issuances of up to $100,000,000 aggregate principal amount of commercial paper 
notes designated the San Diego County Regional Trianspoilation Cominission Subordinate Sales Tax Revenue 
Coiiimercial Paper Notes (Limited Tax Bonds), SeriesB (the "Notes"). The Notes are authorized to be issued 
pursuant to an Amended and Restated Subordinate Indenture, dated as of November 1, 2005, as amended and 
supplemented by the Fkst Supplement to the Amended and Restated Subordinate Indenture, dated as ofMarch 27, 
2008, and the Second Supplement to the Ainended and Restated Subordinate Indenture, dated as of October I, 2010 
(together, the "Indenture"), each between the Commission and U.S. Bank National Association, as tmstee (the 
"Trustee"). Capitalized (enns not otherwise defined herein shall have the ineaninigs ascribed fliereto in the 
Indenture. 

hi such connection, we have reviewed the Indenture, an Amended and Restated Issuing and Paying Agent 
Agreeinent, dated as of November 1, 2005, and the First Supplement to the Ainended and Restated Issuing and 
Paying Agent Agreement, dated as of March 27, 2008 (together, the "Issuing and Paying Agent Agreemenf), 
between the Issuer and U. S. Bank Trust National Association, as issuing and paying agent (the "Issuing and Paying 
Ageiif), the Master Tax Certificate of the Issuer, dated the date hereof (the "Tax Certificate"), an opinion of counsel 
to the Issuer, certificates of the Issuer, the Trustee, the Issuing and Paying Agent and others and such other 
documents, opinions and matters to flie extent we deemed necessary to render flie opinions set forth herein. 

The opinions expressed herein are based on an analysis of existing laws, regulafions, rulings and court decisions, 
and cover certain matters not directly addressed by such authorities. Such opinions may be affected by actions taken 
or omitted or events occurring after the date heteof and before or after the Notes are issued. We have not 
undertaken to determine, or to inform any person, wliether any such actions are taken or omitted or events do occur 
or any pflier matters come to our attention after flie date hereof. Accordingly, this opkiion speaks only as of its date 
and is not intended lo, and may not, be relied upon in connection with any such actions, events or matters. Our 
engagement with respect to the Bonds has concluded with their issuance, and we disclaim any obligadon to update 
this letter. We have assumed flie genuineness of all documents and signatures presented lo us (wheflier as originals 
or as copies) and the due and legal execution and delivery thereof by, and validity against, any parties other flian the 
Issuer. We have assumed, wifliout undertaking to verify, flie accuracy (as of the date hereof and as of fhe dale of 
issuance from time to time of die Notes) of the factual matters represented, warranted or certified in the documents, 
and of the Legal conclusions contained in flie opinions, referred Jo in the second paragraph hereof. Furflierinore, we 
have assumed compliance with all covenants and agreements contained in the Indenture, the Issuing and Paying 
Agent Agreement and the Tax Certificate, including (without limitation) covenants and agreements compliance with 
wliich is necessary to assure fliat future actions, omissions or events will not cause interest on the Notes to be 
included in gross income for federal income tax purposes, possibly retroactive to the date on which the first Notes 
were issued. We call attenfion to the fact that the rights and obligations under the Notes, the Indenture, the Issuing 
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and Paying Agent Agreement and the Tax Certtficate and thek enforceability may be subject to bankruptcy, 
insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws relatmg to or affecting 
creditors' rights, to the application of equitable principles, to the exercise of judicial discrefion in appropriate cases 
and to flie limitations on legal remedies against county transportation commissions in flie Stateof California. We 
express no opinion vvifli resi)ecttoany inderimificafion, contribution, penalty, choice of law, choice of forum, choice 
of venue, waiver or severability provisions contained in the foregoing documents, nor do we express any opinion 
wifli respect to the state or quality of title to or interest in any ofthe assets described in or as subject to flie lien ofthe 
Indenture or the accuracy or sufficiency of flie description contained flierein of, or the remedies available to enforce 
liens on, any such asseis. Finally, we undertake no responsibiUty for ttie accuracy, completeness or faimess ofthe 
Offering Memorandum or oflier offering material relating to tlie Notes and express no opinion wifli respect thereto. 

Based on and subject to flie foregoing and in reliance thereon, as of flie date hereof, we are of the following 
opinions: 

1. The Indenture and flie Issuing and Paying Agent Agreement have each been duly 
executed and delivered by flie Issuer and constitute valid and binding obligations ofthe Issuer. 

2. The Notes, vvlien duly issued in the form authorized by and oflierwise in compUance with 
flie Indenture and the Issuing and Paying Agent Agreement, executed by a duly authorized official ofthe Issuer and 
autiienticated by flie Issuing and Paying Agent against payment therefor, wfll constitute flie valid and binding 
obligations of the Issuer. 

3. Interest on tlie Notes, when issued in accordance wifli flie Indenture, the Issuing and 
Paying Agent Agreement and flie Tax Certificate, will be excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 and exempt from Slate of Califomia personal 
income taxes. The amount treated as interest on the Notes and excluded from gross income may depend upon the 
taxpayer's election under Intemal Revenue Service Notice 94-84. Interest on the Notes is not a specific preference 
item for purposes of flie federal individual or corporate alternative minimum taxes, although we observe that it is 
included in adjusted current earnings when calculating corporate altemative minimum taxable income. We express 
no opinion regarding other tax consequences related to flie ownership or disposition of, or the accmal or receipt of 
uiterest on, the Notes. 

Faiflifully yours, 

ORRICK, HERRINGTON & SUTCLIFFE LU> 

per 
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