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MATURITY SCHEDULE 

$335,000,000 
SAN DIEGO ASSOCIATION OF GOVERNMENTS 
CAPITAL GRANT RECEIPTS REVENUE BONDS 
(MID-COAST CORRIDOR TRANSIT PROJECT) 

$210,000,000 Series 2019A Bonds (Green Bonds) 

Maturity 
(November 15) 

Principal 
Amount 

Interest 
Rate Yield 

Redeemable  
On or After† 

(November 15) 
CUSIP 

Number†† 
2023 $48,630,000 5.000% 1.180% 2022 797258AA8 
2024 51,125,000 5.000 1.230 2023 797258AB6 
2025 53,745,000 5.000 1.320 2024 797258AC4 
2026 56,500,000 5.000 1.410 2025 797258AD2 

 
 

$125,000,000  1.800% Series 2019B Bonds (Green Bonds) due November 15, 2027‡   
Yield 1.800% - CUSIP Number†† 797258AE0 

 

                                                      
 
† See “THE BONDS – Optional Redemption” and “Redemption or Defeasance by Operation of the Redemption Account; Turbo Redemption of 
Series 2019B Bonds.”    
†† CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (CGS) is managed on behalf of the American 
Bankers Association by S&P Capital IQ.  Copyright© 2019 CUSIP Global Services.  All rights reserved. CUSIP® data herein is provided by 
CUSIP Global Services.  This data is not intended to create a database and does not serve in any way as a substitute for the CGS database.  
CUSIP® numbers are provided for convenience of reference only.  None of SANDAG, the Underwriters or their agents or counsel assume 
responsibility for the accuracy of such numbers. 
‡ Subject to redemption prior to maturity, including turbo redemption.  See “THE BONDS – Optional Redemption” and “Redemption or 
Defeasance by Operation of the Redemption Account; Turbo Redemption of Series 2019B Bonds.” 
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* Kim Kawada, former Chief Deputy Executive Director of SANDAG, submitted her resignation effective July 23, 2019.  SANDAG expects 
existing staff will undertake various duties of the Chief Deputy Executive Director on an interim basis until SANDAG determines how to proceed 
in connection with a permanent replacement. 
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In connection with this offering, the Underwriters may overallot or effect transactions that stabilize 
or maintain the market prices of the Bonds at levels above that which might otherwise prevail in the open 
market.  Such stabilizing, if commenced, may be discontinued at any time.  The Underwriters may offer and 
sell the Bonds to certain dealers and others at prices lower than the public offering prices stated on the inside 
cover page of the Official Statement, and such public offering prices may be changed from time to time by the 
Underwriters. 

This Official Statement does not constitute an offer to sell the Bonds in any jurisdiction to any person to 
whom it is unlawful to make such offer in such jurisdiction.  No dealer, broker, salesman or other person has been 
authorized by SANDAG or the Underwriters to give any information or to make any representation other than that 
contained herein and, if given or made, such other information or representation must not be relied upon as having 
been authorized.  Neither the delivery of this Official Statement nor the sale of any of the Bonds implies that the 
information herein is correct as of any time subsequent to the date hereof.  The information and expressions of 
opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale 
made hereunder shall, under any circumstances, create the implication that there has been no change in the matters 
described herein since the date hereof. 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.  All 
summaries of statutes and documents are made subject to the provisions of such statutes and documents, 
respectively, and do not purport to be complete statements of any or all of such provisions. 

The Underwriters have provided the following sentence for inclusion in this Official Statement.  The 
Underwriters have reviewed the information in this Official Statement in accordance with and as part of their 
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information. 

This Official Statement contains forecasts, projections and estimates that are based on current expectations 
or assumptions.  In light of the important factors that may materially affect the amount of Grant Receipts received, 
the inclusion in this Official Statement of such forecasts, projections and estimates should not be regarded as a 
representation by SANDAG that such forecasts, projections and estimates will occur.  Such forecasts, projections 
and estimates are not intended as representations of fact or guarantees of results. 

If and when included in this Official Statement, the words “expects,” “forecasts,” “projects,” “intends,” 
“anticipates,” “estimates,” “assumes” and analogous expressions are intended to identify forward-looking 
statements, and any such statements inherently are subject to a variety of risks and uncertainties that could cause 
actual results to differ materially from those that have been projected.  Such risks and uncertainties which could 
affect the amount of Grant Receipts received include, among others, receipt of the required local share under the 
Grant Agreement, changes in political, social and economic conditions, federal, state and local statutory and 
regulatory initiatives, litigation, seismic events, and various other events, conditions and circumstances, many of 
which are beyond the control of SANDAG.  These forward-looking statements include, but are not limited to, 
certain statements contained in the information contained under the captions “THE GRANT AGREEMENT” and 
“FEDERAL TRANSIT PROGRAM” and such statements speak only as of the date of this Official Statement.  
SANDAG disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-
looking statement contained herein to reflect any changes in SANDAG’s expectations with regard thereto or any 
change in events, conditions or circumstances on which any such statement is based. 

References to website addresses presented herein are for informational purposes only and may be in the 
form of a hyperlink solely for the reader’s convenience. Unless specified otherwise, such websites and the 
information or links contained therein are not incorporated into, and are not part of, this offering document for 
purposes of, and as that term is defined in, United States Securities and Exchange Commission Rule 15c2-12, as 
amended (the “Rule”). 
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OFFICIAL STATEMENT 

$335,000,000
SAN DIEGO ASSOCIATION OF GOVERNMENTS 
CAPITAL GRANT RECEIPTS REVENUE BONDS 
(MID-COAST CORRIDOR TRANSIT PROJECT) 

$210,000,000 
Series 2019A 

(Green Bonds) 

$125,000,000 

Series 2019B  
(Green Bonds) 

 

INTRODUCTION 

General 

The purpose of this Official Statement, which includes the cover page, inside cover page, and 
appendices hereto (the “Official Statement”), is to provide certain information concerning the issuance by 
the San Diego Association of Governments (“SANDAG”) of $210,000,000 aggregate principal amount of 
its Capital Grant Receipts Revenue Bonds (Mid-Coast Corridor Transit Project), Series 2019A (Green 
Bonds) (the “Series 2019A Bonds”) and $125,000,000 aggregate principal amount of its Capital Grant 
Receipts Revenue Bonds (Mid-Coast Corridor Transit Project), Series 2019B (Green Bonds) (the “Series 
2019B Bonds” and together with the Series 2019A Bonds, the “Bonds”). 

The Bonds are to be issued pursuant to the laws of the State of California (the “State”), including 
Section 132370.1 of the California Public Utilities Code.  The Bonds are authorized by a resolution 
adopted by SANDAG Board on June 28, 2019, and are issued under and secured by a Trust Indenture, 
dated as of August 1, 2019 (the “Indenture”), between SANDAG and U.S. Bank National Association, as 
trustee (the “Trustee”) and are payable solely from Grant Receipts and funds deposited into the Indenture. 

The Bonds are being issued to provide funds to finance a portion of the costs of the design and 
construction of a 10.92 mile extension of the Metropolitan Transit System’s San Diego Trolley Blue Line 
from the Santa Fe Depot in downtown San Diego to the University Town Center Transit Center in the 
University City community of San Diego, California, known as the Mid-Coast Corridor Transit Project 
(the “Project”).  For more information, see “THE PROJECT” herein.   

San Diego Association of Governments 

SANDAG is a consolidated regional transportation agency organized and existing pursuant to the 
San Diego Regional Transportation Consolidation Act, Section 132350 et seq. of the California Public 
Utilities Code (the “Act”). SANDAG is governed by a Board of Directors composed of mayors, 
councilmembers, and county supervisors from each of the region’s 19 local governments. Supplementing 
these voting members are advisory representatives from Imperial County, the U.S. Department of 
Defense, Caltrans, San Diego Unified Port District, Metropolitan Transit System, North County Transit 
District, San Diego County Water Authority, Southern California Tribal Chairmen's Association, and 
Mexico.  SANDAG serves as a regional decision-making forum for the San Diego area for issues 
including transportation, environmental management, housing, open space, air quality, energy, fiscal 
management, economic development, and public safety.  See “SANDAG” herein.   
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Use of Bond Proceeds 

The proceeds of the Bonds will be applied to finance a portion of the costs of the Project, to fund 
a Debt Service Reserve Fund under the Indenture, to fund capitalized interest on the Bonds, and to pay 
certain costs of issuance of the Bonds.  See “ESTIMATED SOURCES AND USES OF FUNDS” and 
“THE PROJECT.” 

Security for the Bonds 

The Bonds are limited obligations of SANDAG payable solely from and secured solely by Grant 
Receipts (as herein defined), amounts on deposit in the funds and accounts under the Indenture (except 
the Rebate Fund), and investment earnings thereon.  See “SECURITY FOR THE BONDS,” “THE 
GRANT AGREEMENT,” “FEDERAL TRANSIT PROGRAM” and “APPENDIX A—THE GRANT 
AGREEMENT.” 

The Bonds are not a general obligation of SANDAG, and the revenues of SANDAG (other than 
the Grant Receipts and certain investment earnings on amounts on deposit in the funds and accounts 
established under the Indenture, except the Rebate Fund, as described further herein) are not pledged for 
the payment of the Bonds or the interest thereon.  The Bonds are not an indebtedness or obligation of the 
State or any political subdivision of the State (other than SANDAG) or of any municipality within the 
State. 

Capital Investment Grants Program  

Under the Capital Investment Grants Program, 49 U.S.C. 5309 (“Section 5309”), the Secretary of 
Transportation may make grants to assist state and local governmental authorities in financing capital 
projects for new fixed guideway systems and extensions to existing guideway systems, including light 
rail, rapid rail (heavy rail), commuter rail, automated fixed guideway systems, busway/high occupancy 
vehicle facilities, or extensions of such projects.  Pursuant to Section 5309, in September 2016, SANDAG 
entered into a Full Funding Grant Agreement (the “Grant Agreement”) with the U.S. Department of 
Transportation, Federal Transit Administration (the “FTA”), which provides for federal financial 
assistance in the form of grants to SANDAG (as more fully defined in the Indenture, the “Grant 
Receipts”) to fund a portion of the costs of the Project.  The Grant Agreement sets forth requirements that 
must be satisfied by SANDAG to remain eligible to receive and retain the Grant Receipts and the 
conditional nature of the award of such funds.  Pursuant to the Grant Agreement, FTA has committed a 
total of $1,043,380,000 of Grant Receipts to the Project, of which $430,024,740 has been received by 
SANDAG to date.  SANDAG expects to receive the remaining balance of the Grant Receipts under the 
Grant Agreement (in the aggregate amount of $613,355,260) in installments over the next seven years 
from Federal Fiscal Year (ending September 30) (“FFY”) 2020 through FFY 2026.  Pursuant to the 
Indenture, SANDAG will deposit Grant Receipts with the Trustee within one Business Day of receipt to 
pay debt service on the Bonds and replenish the Debt Service Reserve Fund, among other purposes.  See 
“SECURITY FOR THE BONDS,” “THE PROJECT,” “THE GRANT AGREEMENT,” “FEDERAL 
TRANSIT PROGRAM,” “INVESTMENT CONSIDERATIONS” and “APPENDIX A—THE GRANT 
AGREEMENT.” 

Project Funding 

SANDAG expects to fund less than half of the Project’s estimated cost of $2,171,200,545 from 
moneys received pursuant to the Grant Agreement and proceeds of the Bonds.  SANDAG expects to fund 
the remaining portion of the Project from local funding sources, which include sales tax revenues of the 
San Diego County Regional Transportation Commission (the “Commission”) and the proceeds of certain 

10

**DRAFT**v2



 

 3 

debt obligations issued by the Commission and secured by such sales tax revenues, as further described 
herein.  See “THE PROJECT – Funding of Project Costs.” 

Certain References 

The descriptions and summaries of various documents hereinafter set forth do not purport to be 
comprehensive or definitive, and reference is made to each document for complete details of all terms and 
conditions.  All statements herein are qualified in their entirety by reference to each document.  All 
capitalized terms used and not otherwise defined herein shall have the meanings assigned to such terms in 
“APPENDIX B—SUMMARY OF THE INDENTURE—Definitions of Certain Terms” or, if not defined 
therein, in the Indenture. 

THE BONDS 

General Provisions of the Bonds 

The Bonds will be dated the date of delivery thereof and will bear interest from their dated date at 
the rates per annum set forth on the inside front cover of this Official Statement (calculated on the basis of 
a 360-day year consisting of twelve 30-day months), payable on November 15, 2019 and semiannually 
thereafter on May 15 and November 15 (each an “Interest Payment Date”) of each year to the registered 
owners thereof as of the first day of the calendar month on which such Interest Payment Date falls, 
whether or not such day is a Business Day (the “Record Date”).  The Bonds will mature on November 15 
in the years and in the principal amounts set forth on the inside cover page of this Official Statement.  The 
Bonds will be issued as fully registered bonds in authorized denominations of $5,000 or in any integral 
multiple thereof (“Authorized Denominations”). 

Flow of Funds 

Grant Receipts.  The Indenture requires all Grant Receipts received by SANDAG to be 
transferred within one Business Day of receipt to the Trustee and deposited in the Grant Receipts Fund.  
The Trustee is then required, as soon as practicable, to deposit all amounts in the Grant Receipts Fund 
into the following funds, accounts and subaccounts established under the Indenture: 

First:  Into the Interest Account, to the extent, if any, necessary to increase the amount in 
the Interest Account so that it equals the Interest Requirement for all Outstanding Bonds for the 
current and succeeding Federal Fiscal Year.   

Second:  Into the Principal Account, to the extent, if any, needed to increase the amount 
in the Principal Account so that it equals the Principal Requirement for all Outstanding Bonds for 
the current and succeeding Federal Fiscal Year. 

Third:  Into the Debt Service Reserve Fund, to the extent, if any, needed to increase the 
amount in the Debt Service Reserve Fund so that it equals the Debt Service Reserve Requirement. 

Fourth:  To SANDAG, an amount specified by SANDAG in a certificate of an 
Authorized Officer filed by the Trustee as needed to reimburse a provider of a Debt Service 
Reserve Credit Facility for disbursements thereunder. 

Fifth:  Into the Rebate Fund, an amount specified by SANDAG in a certificate of an 
Authorized Officer filed with the Trustee directing the Trustee to withdraw such amount from the 
Construction Fund or provide from such deposit from the application of Grant Receipts. 
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Sixth:  Into the Grant Receipts Construction Fund, an amount specified by SANDAG in a 
certificate of an Authorized Officer filed with the Trustee provided that the total amount of Grant 
Receipts deposited therein will not exceed $174,500,000 in the aggregate.   

Seventh:  Into the Redemption Account, any remaining amounts.  See “THE BONDS–
Redemption or Defeasance By Operation of the Redemption Account.” 

 

[Remainder of page intentionally left blank.] 
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 Indenture Flow of Funds for Grant Receipts 

 

See “APPENDIX B—SUMMARY OF THE INDENTURE.” 
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Optional Redemption 

Optional Redemption of Series 2019A Bonds.  The Series 2019A Bonds are subject, at the option 
of SANDAG, to redemption prior to their stated maturities on any Business Day on or after the dates set 
forth in the following table, as a whole or in part in Authorized Denominations, from any moneys that 
may be provided for such purpose and at the redemption price of 100% of the principal amount of the 
Series 2019A Bonds to be redeemed, plus accrued interest to the date fixed for redemption. 

Maturity 
(November 15) 

Principal 
Amount 

Interest 
Rate 

Initial Call Date 
(November 15) 

2023 $48,630,000 5.00% 2022 
2024 51,125,000 5.00 2023 
2025 53,745,000 5.00 2024 
2026 56,500,000 5.00 2025 

 
Optional Redemption of Series 2019B Bonds.  The Series 2019B Bonds are subject, at the option 

of SANDAG, to redemption prior to their stated maturity on any Business Day on or after November 15, 
2026 as a whole or in part in Authorized Denominations, from any moneys that may be provided for such 
purpose and at the redemption price of 100% of the principal amount of the Series 2019B Bonds to be 
redeemed, plus accrued interest to the date fixed for redemption.   

Redemption or Defeasance by Operation of the Redemption Account; Turbo Redemption of Series 
2019B Bonds 

Whenever the amount held in the Redemption Account exceeds $1,000,000, the Trustee shall 
notify SANDAG in writing and apply the moneys held therein as follows: 

First: to the redemption of Outstanding Series 2019A Bonds then subject to optional 
redemption in the current or immediately succeeding Federal Fiscal Year (exclusive of any such 
Series 2019A Bonds maturing within 30 days or previously selected for redemption) on the first 
date such Series 2019A Bonds may be redeemed that is at least 30 days after such notification; 

Second: to the redemption of Outstanding Series 2019B Bonds (exclusive of Series 
2019B Bonds previously selected for redemption) on the next Interest Payment Date that is at 
least 30 days after such notification; and  

Third: if all of the Series 2019B Bonds have been redeemed in full, to the redemption of 
any remaining Outstanding Series 2019A Bonds (exclusive of any such Series 2019A Bonds 
maturing within 30 days or previously selected for redemption), in order of maturity, on the first 
date such Series 2019A Bonds may be redeemed that is at least 30 days after such notification.   

The Trustee shall redeem such 2019 Bonds in the principal amount that will reduce the balance of the 
Redemption Account to less than $5,000. 

In connection with any such redemption by operation of the Redemption Account, the Trustee 
shall apply the amounts held in the Redemption Account to redeem such 2019 Bonds called for 
redemption, with the accrued interest thereon to the date fixed for their redemption paid from the Interest 
Account; provided, however, that if the amount then held in the Interest Account is not sufficient to pay 
such accrued interest then, at the direction of SANDAG, such accrued interest may be paid from moneys 
in the Capitalized Interest Account or from moneys in the Redemption Account.  If the amount then held 
in the Redemption Account is not sufficient to redeem all of such 2019 Bonds of any maturity, then the 
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Trustee shall proceed to select the 2019 Bonds to be redeemed by lot within such maturity.  The Trustee 
shall send such notices and take such other actions in connection with any redemption by operation of the 
Redemption Account in accordance with the provisions of the Indenture.  See “APPENDIX B – 
SUMMARY OF THE INDENTURE.” 

IF GRANT RECEIPTS ARE RECEIVED AS ANTICIPATED, A SUBSTANTIAL 
PORTION OF THE SERIES 2019A BONDS AND THE SERIES 2019B BONDS WILL BE 
REDEEMED PRIOR TO MATURITY.  THERE CAN BE NO ASSURANCE THAT GRANT 
RECEIPTS WILL BE RECEIVED IN THE AMOUNTS OR AT THE TIMES ANTICIPATED.  
See “SECURITY FOR THE BONDS – Projected Grant Receipts” and “ – Semi-Annual Debt Service 
Based on Projected Grant Receipts and Early Redemption” and “INVESTMENT CONSIDERATIONS – 
Uncertainties in Federal Funding.”   

Selection of Bonds to Be Redeemed 

If less than all of the Bonds of like maturity and interest rate of any Series shall be called for prior 
redemption, the particular Bonds or portion of Bonds to be redeemed shall be selected at random by the 
Trustee in such manner as the Trustee in its discretion may deem fair and appropriate; provided, however, 
that the portion of any Bond of a denomination of more than the minimum Authorized Denomination for 
the Bonds of such Series to be redeemed shall be in the principal amount of an Authorized Denomination 
for the Bonds of such Series and that, in selecting portions of such Bonds for redemption, the Trustee 
shall treat each such Bond as representing that number of Bonds of said minimum Authorized 
Denomination which is obtained by dividing the principal amount of such Bond to be redeemed in part by 
said minimum Authorized Denomination.  If all Bonds of any Series are Book-Entry Bonds, the particular 
Bonds or portions thereof of such Series to be redeemed shall be selected by the Securities Depository for 
such Series of Bonds in such manner as such Securities Depository shall determine.  See “THE BONDS – 
Book-Entry-Only System.”   

Notice of Redemption 

When the Trustee shall receive notice from SANDAG of its election or direction to redeem 
Bonds pursuant to the Indenture and when redemption of Bonds is authorized or required pursuant to the 
Indenture, the Trustee shall give notice, in the name of SANDAG, of the redemption of such Bonds, 
which notice shall specify the Series and maturities and interest rates of the Bonds to be redeemed, the 
date fixed for redemption and the place or places where amounts due upon such date fixed for redemption 
will be payable and, if less than all of the Bonds of any like Series and maturity and interest rate are to be 
redeemed, the letters and numbers or other distinguishing marks of such Bonds so to be redeemed, and, in 
the case of Bonds to be redeemed in part only, such notice shall also specify the respective portions of the 
principal amount thereof to be redeemed.  Such notice shall further state that on such date there shall 
become due and payable the Redemption Price of each Bond to be redeemed, or the Redemption Price of 
the specified portions of the principal thereof in the case of Bonds to be redeemed in part only, together 
with interest accrued to the date fixed for redemption, and that from and after such date interest thereon 
shall cease to accrue and be payable.  The Trustee shall mail copies of such notice by first-class mail, 
postage prepaid, not less than 20 days nor more than 60 days before the date fixed for redemption, to the 
Owners of the Bonds to be redeemed at their addresses as shown on the registration books of SANDAG 
maintained by the Trustee.  If the Trustee mails notices of redemption as herein provided, notice shall be 
conclusively presumed to have been given to all Owners. 

With respect to an optional redemption of any Bonds, unless moneys sufficient to pay the 
principal of, redemption premium, if any, and interest on the Bonds to be redeemed shall have been 
received by the Trustee prior to the giving of such notice of redemption, such notice may, at the option of 
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SANDAG, state that said redemption shall be conditional upon the receipt of such moneys by the Trustee 
on or prior to the date fixed for redemption.  If such moneys are not received, such notice shall be of no 
force and effect, SANDAG shall not redeem such Bonds and the Trustee shall give notice, in the same 
manner in which the notice of redemption was given, that such moneys were not so received and that such 
Bonds will not be redeemed. 

Failure of any Owner to receive any notice of redemption or any defect therein shall not affect the 
sufficiency of any proceedings for redemption.   

Grant Receipts Construction Fund 

The Trustee shall, during and upon completion of construction of the Project, make payments 
from the Grant Receipts Construction Fund in the amounts, at the times, in the manner, and on the other 
terms and conditions set forth in the Indenture.  See “APPENDIX B—SUMMARY OF THE 
INDENTURE—Grant Receipts Construction Fund.”  Before any such payment is made, SANDAG shall 
file with the Trustee (1) a requisition as further described in the Indenture and (2) its certificate attached 
to such requisition certifying the following:   

(a)  that obligations in the stated amounts have been incurred by SANDAG for the 
construction of the Project, and that each item thereof is a proper charge against the Grant Receipts 
Construction Fund and is a proper Cost of Construction and has not been previously reimbursed;  

(b)  that there has not been filed with or served upon SANDAG notice of any lien, right to 
lien, or attachment upon, or claim affecting the right to receive payment of, any of the moneys payable 
under such requisition, or if any such lien, attachment or claim has been filed or served upon SANDAG, 
that such lien, attachment or claim has been released or discharged;  

(c)  that such requisition contains no item representing payment on account of any retained 
percentages which SANDAG is at the date of such certificate entitled to retain;  

(d)  that SANDAG expects to commence revenue operations of the Project on or before the 
Required Revenue Service Date, or in the alternative, that SANDAG is in the process of developing or 
has developed a Recovery Plan pursuant to the Full Funding Grant Agreement and, if developed, is 
diligently taking action to carry out such Recovery Plan; and  

(e)  the total remaining amount SANDAG expects to receive under the Full Funding Grant 
Agreement, after the transfer of funds into the Grant Receipts Construction Fund, will be equal to at least 
100% of the sum of (i) the principal amount of the Outstanding Bonds plus (ii) the Interest Requirement 
with respect to the Outstanding Bonds, assuming such Bonds are paid on their stated maturity dates, 
minus (iii) moneys in the Debt Service Reserve Fund and investment earnings thereon.  

Upon receipt of each such requisition and accompanying certificates the Trustee shall transfer 
from the Grant Receipts Construction Fund to SANDAG or the obligors named in such requisition an 
amount equal to the total of the amounts to be paid as set forth in such requisition.  In making such 
transfer, the Trustee may rely upon the representations made in such requisition and accompanying 
certificates.  See “APPENDIX B—SUMMARY OF THE INDENTURE—Grant Receipts Construction 
Fund.” 

The procedure for the Trustee to make payments from the Construction Fund, including the 
requisition and certification provisions described above, is substantially similar to such procedure for the 
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Grant Receipts Construction Fund.  See “APPENDIX B—SUMMARY OF THE INDENTURE—
Construction Fund.” 

Refunding Bonds 

No additional bonds other than Refunding Bonds may be issued under the Indenture.  One 
or more Series of Refunding Bonds may be issued on a parity with the Bonds, but only for refunding 
purposes and only upon compliance by SANDAG with certain provisions of the Indenture, which include, 
among other things, the requirement that SANDAG deliver to the Trustee a certificate of an Authorized 
Officer evidencing that the Average Projected Annual Debt Service on all Bonds Outstanding following 
the issuance of such Refunding Bonds, and the redemption or provision for payment of the Bonds to be 
refunded, will be less than the Average Projected Annual Debt Service on all Bonds Outstanding, 
immediately prior to the issuance of such Refunding Bonds.  See “APPENDIX B—SUMMARY OF THE 
INDENTURE—Refunding Bonds.” 

Nothing in the Indenture shall prohibit or prevent SANDAG from issuing bonds, certificates or 
other evidences of indebtedness payable as to principal and interest from Grant Receipts, but only if such 
indebtedness is junior and subordinate in all respects to any and all Bonds issued and Outstanding under 
the Indenture. 

Investments 

All amounts held under the Indenture are invested at the direction of SANDAG in Permitted 
Investments, as defined in the Indenture, and are subject to certain limitations contained therein.  See 
“APPENDIX B—SUMMARY OF THE INDENTURE—Investment of Certain Moneys.”  

Book-Entry-Only System 

As noted above, DTC will act as securities depository for the Bonds.  See “APPENDIX E—DTC 
AND THE BOOK-ENTRY-ONLY SYSTEM.” 

Payments of interest on and principal of the Bonds will be made to DTC or its nominee, Cede & 
Co., as registered owner of the Bonds.  Each such payment to DTC or its nominee will be valid and 
effective to fully discharge all liability of SANDAG or the Trustee with respect to interest on and 
principal of the Bonds to the extent of the sum or sums so paid. 

SANDAG and the Trustee cannot and do not give any assurances that DTC Participants or DTC 
Indirect Participants will distribute to the beneficial owners (i) payments of interest and principal with 
respect to the Bonds, (ii) confirmation of ownership interests in the Bonds, or (iii) redemption or other 
notices sent to DTC or Cede & Co., its nominee, as Owner of the Bonds, or that they will do so on a 
timely basis. 
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SECURITY FOR THE BONDS 

THE BONDS ARE LIMITED OBLIGATIONS OF SANDAG AND ARE PAYABLE 
SOLELY FROM AND SECURED SOLELY BY GRANT RECEIPTS (AS HEREIN DEFINED), 
AMOUNTS ON DEPOSIT IN THE FUNDS AND ACCOUNTS ESTABLISHED UNDER THE 
INDENTURE (EXCEPT THE REBATE FUND), AND INVESTMENT EARNINGS THEREON.  
THE BONDS ARE NOT A GENERAL OBLIGATION OF SANDAG AND THE REVENUES OF 
SANDAG (OTHER THAN AS DESCRIBED ABOVE) ARE NOT PLEDGED FOR THE 
PAYMENT OF THE BONDS OR THE INTEREST THEREON.  THE BONDS ARE NOT AN 
INDEBTEDNESS OR OBLIGATION OF THE STATE OR ANY POLITICAL SUBDIVISION OF 
THE STATE (OTHER THAN SANDAG) OR OF ANY MUNICIPALITY WITHIN THE STATE. 

Pledge of Grant Receipts 

The Indenture pledges for the payment of the principal and Redemption Price of, and interest on, 
the Bonds and Refunding Bonds, the Grant Receipts (as described below) and amounts on deposit in all 
funds, accounts and sub-accounts established under the Indenture (except the Rebate Fund) in accordance 
with their terms and the provisions of the Indenture, and a lien is thereby granted for such purpose, 
subject only to the provisions of the Indenture permitting or requiring the application thereof for the 
purposes and on the terms and conditions set forth in the Indenture.   

The term “Grant Receipts” is defined in the Indenture to mean any amount received by SANDAG 
from Section 5309 New Starts funds pursuant to the Grant Agreement.  See “THE GRANT 
AGREEMENT,” “APPENDIX A—THE GRANT AGREEMENT,” and “APPENDIX B—SUMMARY 
OF THE INDENTURE—Definitions of Certain Terms.”   

Discretionary Contribution.  SANDAG may provide a “Discretionary Contribution” of any 
money and securities to the Trustee at SANDAG’s sole and absolute discretion, in amounts from time to 
time not exceeding in any period the amount that SANDAG is scheduled to receive under the Grant 
Agreement, to be held by the Trustee under the terms of the Indenture. See “APPENDIX B—
SUMMARY OF THE INDENTURE—Definitions of Certain Terms.”  However, the Bonds are limited 
obligations of SANDAG and are payable solely from and secured solely by Grant Receipts and amounts 
on deposit in the funds and accounts established under the Indenture (other than the Rebate Fund).  As 
such, SANDAG is under no obligation to make such Discretionary Contribution.  

Projected Grant Receipts 

SANDAG expects to receive Grant Receipts from FTA pursuant to the Grant Agreement to fund 
a portion of the costs of the Project.  The Grant Agreement sets forth requirements that must be satisfied 
by SANDAG in order to remain eligible to receive and retain the Grant Receipts.  Pursuant to the Grant 
Agreement, FTA has committed a total of $1,043,380,000 to the Project, of which $430,024,740 has been 
received by SANDAG to date, leaving $613,355,260 of Grant Receipts to be received.  Table 1 outlines 
SANDAG’s projections for Grant Receipts from and after FFY 2020.  From FFY 2020 through 2026, 
SANDAG projects that it will receive $613,355,260 in Grant Receipts.  SANDAG’s actual receipt of 
Grant Receipts is, however, subject to the conditions set forth in the Grant Agreement and annual 
appropriation by Congress.  SANDAG CANNOT PROVIDE ANY ASSURANCE THAT 
CONGRESS WILL APPROPRIATE THE AMOUNTS ANTICIPATED IN TOTAL OR IN ANY 
GIVEN YEAR, OR SANDAG WILL OTHERWISE RECEIVE GRANT RECEIPTS AS 
PROJECTED IN TABLE 1.  See “THE GRANT AGREEMENT,” “FEDERAL TRANSIT 
PROGRAM” and “INVESTMENT CONSIDERATIONS.” 
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TABLE 1 
PROJECTED GRANT RECEIPTS 

Federal Fiscal Year 
Anticipated  

Grant Receipts(1) 
2020 $100,000,000
2021 100,000,000 
2022 100,000,000 
2023 100,000,000 
2024 100,000,000 
2025 100,000,000 
2026 13,355,260 

____________________ 
(1)  Projected Grant Receipts shown as scheduled in the Grant Agreement, except for 
FFY 2026.  The Grant Agreement reflects $18,380,000 of grant funding in FFY 2026.  
However, through the final FFY 2018 appropriation, SANDAG received excess Grant 
Receipts in the amount of $5,024,740.  As a result, projected Grant Receipts for FFY 
2026 have been adjusted downward by an equal amount.   
 

Stated Semi-Annual Debt Service Requirements 

Table 2 sets forth the stated semi-annual debt service on the Bonds, assuming no prior redemption 
from excess Grant Receipts and excluding investment earnings on accounts and funds pledged under the 
Indenture.  SANDAG expects that a substantial portion of the Series 2019A and Series 2019B Bonds will 
be redeemed prior to their stated maturities shown below. 

TABLE 2 
STATED DEBT SERVICE SCHEDULE 

Maturity 
Series 2019A Bonds Series 2019B Bonds Total 

Debt Service** 
Annual FFY 
Debt Service Principal Interest** Principal Interest**

11/15/2019  -     -     -     -     -    
 -    05/15/2020  -     -     -     -     -    

11/15/2020  -     $5,250,000   -     $1,125,000   $6,375,000  
$12,750,000  05/15/2021  -    5,250,000   -    1,125,000  6,375,000  

11/15/2021  -    5,250,000   -    1,125,000  6,375,000  
12,750,000  05/15/2022  -    5,250,000   -    1,125,000  6,375,000  

11/15/2022  -    5,250,000   -    1,125,000  6,375,000  
12,750,000  05/15/2023  -    5,250,000   -    1,125,000  6,375,000  

11/15/2023 $48,630,000  5,250,000   -    1,125,000  55,005,000  
60,164,250  05/15/2024  -    4,034,250   -    1,125,000  5,159,250  

11/15/2024 51,125,000  4,034,250   -    1,125,000  56,284,250  
60,165,375  05/15/2025  -    2,756,125   -    1,125,000  3,881,125  

11/15/2025 53,745,000  2,756,125   -    1,125,000  57,626,125  
60,163,625  05/15/2026  -    1,412,500   -    1,125,000  2,537,500  

11/15/2026 56,500,000  1,412,500   -    1,125,000  59,037,500  
60,162,500  05/15/2027  -     -     -    1,125,000  1,125,000  

11/15/2027  -     -     $125,000,000 1,125,000  126,125,000  
126,125,000 05/15/2028  -     -     -     -     -    

Total $210,000,000  $53,155,750  $125,000,000 $16,875,000  $405,030,750  $405,030,750 
____________________ 
** Note:  Net of Capitalized Interest.  Excludes investment earnings on accounts and funds pledged under the Indenture. 
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Semi-Annual Debt Service Based on Projected Grant Receipts and Early Redemption  

Table 3 illustrates the expected semi-annual debt service schedule assuming Grant Receipts are 
received on the schedule set forth in Table 1.  The average expected life of the Series 2019B Bonds is 
approximately 4.32 years based on this schedule.  However, SANDAG cannot provide any assurance that 
Congress will appropriate, or that SANDAG will otherwise receive, the full amount anticipated in total or 
in any given year.  See “THE GRANT AGREEMENT,” “FEDERAL TRANSIT PROGRAM” and 
“INVESTMENT CONSIDERATIONS—Uncertainties in Federal Funding.”     

TABLE 3* 
EXPECTED SEMI-ANNUAL DEBT SERVICE SCHEDULE  

Maturity 
Series 2019A Bonds Series 2019B Bonds Total 

Debt Service** 
Annual FFY 
Debt Service Principal Interest** Principal Interest**

11/15/2019  -     -     -     -     -    
-    05/15/2020  -     -     -     -     -    

11/15/2020  -    $ 5,250,000   -    $ 1,125,000  $ 6,375,000  
$12,750,000  05/15/2021  -     5,250,000   -     1,125,000   6,375,000  

11/15/2021  -     5,250,000   -     1,125,000   6,375,000  
12,750,000  05/15/2022  -     5,250,000   -     1,125,000   6,375,000  

11/15/2022 $ 48,630,000   5,250,000  $ 38,615,000   1,125,000   93,620,000  
99,996,715  05/15/2023  -     4,034,250   1,565,000   777,465   6,376,715  

11/15/2023  51,125,000   4,034,250   39,275,000   763,380   95,197,630  
99,998,660  05/15/2024  -     2,756,125   1,635,000   409,905   4,801,030  

11/15/2024  53,745,000   2,756,125   41,295,000   395,190   98,191,315  
99,997,350  05/15/2025  -     1,412,500   370,000   23,535   1,806,035  

11/15/2025  56,500,000   1,412,500   2,245,000   20,205   60,177,705  
60,177,705  05/15/2026  -     -     -     -     -    

11/15/2026  -     -     -     -     -    
-    05/15/2027  -     -     -     -     -    

11/15/2027  -     -     -     -     -    
-    05/15/2028  -     -     -     -     -    

Total $210,000,000  $42,655,750  $125,000,000  $8,014,680 $385,670,430  $385,670,430  

____________________ 
*  In SANDAG’s sole and absolute discretion, SANDAG may deposit funds with the Trustee in amounts from time to time not 

exceeding in any period the amount that SANDAG is scheduled to receive under the Grant Agreement.  See “SECURITY FOR 
THE BONDS – Pledge of Grant Receipts – Discretionary Contribution” and “– Projected Grant Receipts.”   

**  Net of capitalized interest.  Excludes investment earnings on funds and accounts pledged under the Indenture. 
 
Debt Service Reserve Fund 

A Debt Service Reserve Fund is established under the Indenture and the balance therein is 
required to be maintained in an amount at least equal to the Debt Service Reserve Requirement.  “Debt 
Service Reserve Requirement” means, with respect to the 2019 Bonds, an amount equal to the Maximum 
Annual Interest Requirement, calculated as of the Closing Date. See “APPENDIX B—SUMMARY OF 
THE INDENTURE—Debt Service Reserve Fund.”  The Debt Service Reserve Requirement for the 
Bonds is $12,750,000.  Although the Debt Service Reserve Fund is expected to be fully funded with cash 
on the date the Bonds are issued, SANDAG may satisfy the Debt Service Reserve Requirement by 
delivering to the Trustee in lieu of such deposit a Debt Service Reserve Credit Facility.  Any deficiencies 
in the Debt Service Reserve Fund may be replenished only from Grant Receipts or by the deposit of a 
Debt Service Reserve Credit Facility.  See “APPENDIX B—SUMMARY OF THE INDENTURE—Debt 
Service Reserve Fund.” 
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Capitalized Interest Account 

On the date of issuance of the Bonds, SANDAG will deposit into the Capitalized Interest Account 
an amount of Bond proceeds sufficient, together with anticipated interest earnings, to meet the Interest 
Requirement with respect to the Bonds through May 15, 2020.  See “ESTIMATED SOURCES AND 
USES OF FUNDS.” 

ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds relating to the Bonds is summarized in the following 
table. 

  
Sources of Funds:  

Aggregate Principal Amount of Bonds $335,000,000.00  
Plus Original Issue Premium 35,972,525.75 

Total Sources of Funds $370,972,525.75 

Uses of Funds:  

Deposit to Construction Fund $347,060,922.08  
Debt Service Reserve Fund 12,750,000.00 
Capitalized Interest Account(1) 9,597,916.67 
Underwriters’ Discount 800,237.00 
Costs of Issuance(2) 763,450.00 

Total Uses of Funds $370,972,525.75 
_________________ 
(1) The Interest Requirement with respect to the Bonds will be funded through May 15, 2020 with Bond proceeds deposited in the 

Capitalized Interest Account and interest earnings thereon.  
(2)  Includes bond counsel fees, disclosure counsel fees, municipal advisor fees, rating agency fees, printing fees and other 

miscellaneous expenses. 

THE PROJECT 

Project Description  

The Project consists of the design and construction of a 10.92 mile dual-track light rail transit 
extension of the San Diego Metropolitan Transit System’s (“MTS”) existing San Diego Trolley Blue Line 
(the “Blue Line”) from the Santa Fe Depot in downtown San Diego to the University Town Center 
Transit Center in the University City community of San Diego, California.  The Project uses the existing 
Blue Line trolley tracks for approximately 3.5 miles from the Santa Fe Depot to a point just north of the 
Old Town Transit Center and south of the San Diego River.  The Project includes nine stations (four at-
grade and five elevated), five park-and-ride facilities, two transfer centers, and 36 light rail vehicles.  As 
described in more detail below, the Project will connect the County of San Diego’s (the “County”) 
universities, including University of California, San Diego, its biotech and innovation hub in University 
Town Center, and major hospitals and medical centers.  See “‘Green Bond’ Designation of the Project – 
Use of Proceeds” below.   

Project Construction Overview 

In fall 2014, the SANDAG Board of Directors and FTA gave final environmental clearance to the 
Project. Pre-construction activities, consisting of the relocation of underground utilities, began in early 
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2016, and primary construction activities started in fall 2016 with work on the supporting infrastructure 
commencing in 2017.  Construction is currently underway along the entire 10.92-mile segment.   

Table 4 that follows shows the construction process at a high-level and SANDAG’s progress as 
of May 31, 2019.  As of May 31, 2019, approximately 60% of Project construction is complete.  Project 
construction includes only the work included in the scope of the construction contracts; it does not include 
other non-construction aspects of the overall work associated with the Project, including but not limited to 
environmental monitoring, right-of-way acquisition and easements.     

TABLE 4 
CURRENT CONSTRUCTION SCHEDULE 

(as of May 31, 2019) 

 

Many traditionally high-risk construction components of the Project are substantially complete.  
The majority of subsurface utilities, including electrical, communication, sewer, water, and storm drain, 
have been relocated. Supporting infrastructure including retaining walls, bike paths, roadways, and 
sidewalks are approximately 60% complete. Construction on bridges and the viaduct that will carry the 
light rail are over halfway complete with foundations for stations approximately halfway complete. The 
construction teams are starting to install track, with testing and start-up currently on schedule to start in 
spring of 2021.  Revenue service is anticipated to begin in late October 2021.  The Grant Agreement 
requires SANDAG to commence revenue operation at the Project no later than November 23, 2022 (the 
“Required Revenue Service Date”).  See “THE GRANT AGREEMENT – Noncompliance” and “TABLE 
9 - PROJECT MILESTONES, BASELINE SCHEDULE AND CURRENT PROJECTION.” Once 
completed, the Project will provide an alternative to freeways and roadways for travelers, improve public 
transit services, and enhance travel options by connecting the corridor with areas served by the existing 
trolley system.  MTS will be responsible for operating the Project upon completion. 

Construction Contracts 

The Project was designed by WSP USA, an engineering and professional services consultancy 
(formerly known as Parsons Brinckerhoff), with oversight and project management from a team of 
SANDAG engineers. Mid-Coast Transit Constructors, a fully-integrated joint venture of Stacy & 
Witbeck, Inc., Skanska USA, and Herzog Contracting Corporation, is constructing the Project.   

A Project Management Plan (“PMP”) was developed by SANDAG for managing and controlling 
the Project as it progresses through environmental clearance, project development, engineering, 
construction, testing, start-up, and ultimately, revenue service.  
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SANDAG is using a Construction Manager/General Contractor (“CM/GC”) method of project 
delivery for construction of the Project related to the guideway, stations, trackwork and systems. The 
CM/GC delivery method provided SANDAG with the ability to select a contractor based on demonstrated 
experience with large, complex transit construction projects and takes advantage of that experience by 
engaging the contractor to complete important constructability analysis during the pre-construction 
services phase, while SANDAG maintains control of the design and design products. The CM/GC 
delivery method also has a schedule benefit to SANDAG. FTA required that the Grant Agreement be in 
place prior to awarding construction contracts for the Project. With the CM/GC delivery method, 
SANDAG had the flexibility to negotiate a guaranteed maximum price (“GMP”) prior to the execution of 
the Grant Agreement and move forward with the construction phase of the contract immediately after 
execution of the Grant Agreement. Further, the CM/GC delivery method significantly improved cost 
certainty for SANDAG and FTA by having the GMP negotiated prior to finalization of the Grant 
Agreement and prior to authorizing of the construction phase of the contract.   

SANDAG completed negotiation of a GMP in April 2016 and provided a revised cost estimate 
for the Project, based on the GMP, to FTA at that time. The Grant Agreement was executed by FTA and 
SANDAG on September 14, 2016. Following approval of the Grant Agreement, on September 14, 2016, 
SANDAG executed Supplement 4 to the CM/GC contract authorizing construction of the Project. 

A GMP minimizes increases in construction cost risk through quantifying and paying for specific 
risks through the GMP. Unknown site conditions, including the potential discovery of hazardous 
materials, remain unquantified risks for construction projects with these risks usually highest while 
completing subsurface work. The majority of subsurface work has been completed for the Project 
reducing the cost increase risk to the negotiated GMP. Items for which a GMP has not yet been negotiated 
remain a cost risk for the project (e.g. elevators and station canopies). The unallocated contingency of the 
budget for the Project is anticipated to be adequate to fund these remaining items. 

In order to mitigate against certain schedule and delivery risks associated with the Project, 
SANDAG’s construction services agreement with the CM/GC for the Project provides for liquidated 
damages in the amount of $32,000 per day if the CM/GC does not complete the work related to certain 
Project milestones on the agreed upon date, subject to certain conditions, such as inclement weather.  
Certain delays may be excusable at SANDAG’s discretion, though such excusable delays are provided at 
no cost to SANDAG.  As of the date of this Official Statement, there are no notices of potential claims, 
including claims of liquidated damages, and no disputes have been filed. 

The purchase, delivery, testing, and acceptance of the 36 new light rail vehicles (“LRVs”) for the 
Project, which are manufactured by Siemens Mobility, a division of Siemens AG (“Siemens”), is being 
managed by the Project operator, MTS.  While MTS is purchasing the LRVs, SANDAG is reimbursing 
MTS for the LRVs associated with the Project.  At this time, the delivery of the LRVs for the Project is 
on schedule. The Release for Production Notice for the LRVs was issued on October 31, 2016. The 
schedule for the LRVs included in the contract between MTS and Siemens projected that the first LRVs 
for the Project would arrive in April 2019, with the remaining LRVs scheduled to arrive at a rate of two 
LRVs per month through October 2020.  The first LRV was delivered on April 4, 2019.  As of May 31, 
2019, five LRVs have been delivered to MTS for the Project, while only three were scheduled for 
delivery by such date.  Production of the LRVs is currently reported to be ahead of schedule.  Final 
delivery of the LRVs is currently anticipated by the end of 2019, well in advance of both the anticipated 
revenue service date and the Required Revenue Service Date for the Project.   

Other owner-supplied materials, including for example, traction power substations and fare 
vending equipment, will be funded and provided by SANDAG in coordination with MTS. The PMP 
defines management responsibility and the roles of Project staff; identifies interactions among Project 
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staff and between Project staff and other agencies and organizations; and specifies general procedures and 
management tools that are used to promote effective project control and successful project completion. 

Baseline Cost Estimate 

In the Grant Agreement, SANDAG provided a total cost estimate for the Project (the “Baseline 
Cost Estimate”).  The Baseline Cost Estimate for the various components of the Project totals 
$2,171,200,545, as summarized below in Table 5. 

TABLE 5 
BASELINE COST ESTIMATE OF PROJECT COMPONENTS 

Project Component Cost Estimate 
Guideway and Track Elements $  326,818,825 

Stations 82,838,589 
Siteworks & Special Conditions 502,814,371 

Systems 171,350,363 
Right-of-Way 101,233,011 

Vehicles 178,478,010 
Professional Services 381,254,046 

Unallocated Contingency 69,013,709(1) 

Finance Charges 357,399,622(1) 

Baseline Cost Estimate Total $ 2,171,200,545(2) 
_________________ 
(1)  SANDAG’s fiscal year 2019-20 budget proposes to decrease finance charges by $50,000,000 and 

increase the unallocated contingency by the same amount subject to FTA approval.  
(2) Total may not add due to rounding.  
 

This Baseline Cost Estimate is used by FTA to monitor SANDAG’s compliance with certain 
terms and conditions of the Grant Agreement.  Although certain costs may be higher than initial 
projections, SANDAG currently expects other costs, such as finance charges, to be lower and the total 
cost of the Project will be within the Baseline Cost Estimate.  Table 6 on the following page sets for the 
Baseline Cost Estimate by category and the known and projected variances and estimates of costs to 
complete the Project.   
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Project Risk and Contingency Assessment  

Project Risk and Contingency Management Plan.  SANDAG’s Risk and Contingency 
Management Plan for the Project, dated April 15, 2016 (the “Risk and Contingency Management Plan”) 
identifies the decision-making process for risk identification, risk assessment, risk analysis, risk 
management, risk mitigation and risk monitoring and reporting. It includes processes for documenting the 
Project’s status, as well as changes to existing and potential new risks.  

The Risk Manager and supporting staff are responsible for examining the Project’s elements and 
requirements and for identifying each critical technical process for purposes of addressing associated 
risks. Each identified risk area is analyzed in more detail to isolate the causes and assess the impacts of 
risk. This phase of the process includes risk rating and prioritization in which risk events are defined in 
terms of their probability of occurrence, severity of consequences/impacts, and relationship to other risk 
areas or processes.  

The Risk and Contingency Management Plan for the Project also addresses coordination 
processes that provide for advanced notification of potential issues to all appropriate agencies and for 
timely resolution via regular progress reports that provide the current status of the Project. These reports 
identify issues that may potentially impact the progress of the Project and propose mitigation plans to 
reduce the risk of not achieving key milestone dates. 

Project Cost Contingency.  The Baseline Cost Estimate described in Table 5 includes 
contingencies allocated to each of the components of the Project in addition to an unallocated contingency 
for the Project that were all developed through a detailed risk assessment process in accordance with the 
Risk and Contingency Management Plan and FTA-approved software simulations and calculations 
prepared by SANDAG.   

As shown in Table 7 below, of the total Project contingency of approximately $176.78 million, 
SANDAG has utilized only $58.77 million or approximately 33%.  This leaves approximately $118 
million of total Project contingency remaining.  SANDAG’s fiscal year 2019-20 budget currently 
proposes to transfer $50 million that is currently allocated to finance charges in the Baseline Cost 
Estimate to the unallocated contingency which, if approved by FTA, will increase the total remaining 
Project contingency to $168 million.   

TABLE 7 
PROJECT COST CONTINGENCY DRAWDOWN SUMMARY 

(as of May 31, 2019) 
 

Project Components Baseline Contingency 
Total Contingency 

Utilized 
Contingency 
Remaining 

Construction $56,375,000 $(29,904,413) $26,470,587 
Right-of-Way 14,501,810 (7,925,000) 6,576,810 

Vehicles 8,498,952 - 8,498,952 
Professional Services 28,386,728 (14,240,510) 14,146,218 

Unallocated Contingency(1) 69,013,709 (6,700,000) 62,313,709 
Total Contingency $176,776,200 $(58,769,923) $118,006,277 

_______________________ 
(1)  SANDAG’s fiscal year 2019-20 budget proposes to decrease amounts allocated to finance charges by $50,000,000 and increase the 
unallocated contingency by the same amount subject to FTA approval.   
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SANDAG currently expects the Project to be completed within the Baseline Cost Estimate 
described in Table 5.  Although costs associated with right-of-way acquisitions and construction are 
above the original budget, they have been offset by savings in financing costs such that the Project is 
currently expected to be completed within budget.  The total project budget is currently $2.17 billion, of 
which $1.085 billion has been spent as of May 31, 2019.  Change orders for the Project totaling $48.7 
million have been approved or are pending as of May 31, 2019. 

Project Schedule Contingency.  The baseline schedule for the Project was developed by 
SANDAG in cooperation with FTA based on FTA-approved statistical analyses of schedules.  In 
connection with such baseline schedule, a minimum schedule contingency was also developed. The 
minimum schedule contingency identifies the minimum anticipated schedule contingency remaining at 
key project milestones. The actual contingency remaining at each date is calculated based on an analysis 
of the current Project construction schedule to reflect completed actions and update based on outstanding 
actions. The actual contingency is compared to the Required Revenue Service Date of November 23, 
2022.  Table 8 below shows the minimum contingency and actual contingency measured at six-month 
intervals (with the exception of May 2019, which was included to show current progress) starting in 
March 2016 when the Project schedule contingency was established.  As of May 31, 2019, the actual 
contingency is 12.8 months compared to the minimum contingency of 6 months.  

TABLE 8 
PROJECT MINIMUM AND ACTUAL CONTINGENCY 

(as of May 31, 2019) 
 

Date 
Minimum Contingency  

(months) 
Actual Contingency  

(months) 
March 2016 19.0 19.0  

September 2016 17.0 19.0 
March 2017 11.0 12.4 

September 2017 11.0 12.4 
March 2018 8.0 12.8 

September 2018 8.0 13.0 
March 2019 6.0 12.2 

May 2019 6.0 12.8 
 
Table 9 that follows lists certain critical milestones used in order to track and assess schedule 

risks for the Project.  As of September 2016, SANDAG’s original estimate for the date for the Project’s 
commencement of revenue operation was September 27, 2021.  Currently, SANDAG projects 
commencement of revenue operation on October 29, 2021, as shown in Table 9.  The roughly one month 
variance from the baseline schedule is largely due to heavy rains in 2018 and 2019, which resulted in 
delays in construction.  As noted in Table 9, the Grant Agreement requires SANDAG to commence 
revenue operation of the Project no later than the Required Revenue Service Date, November 23, 2022.  
See “THE GRANT AGREEMENT,” “INVESTMENT CONSIDERATIONS – Default Under Grant 
Agreement” and APPENDIX A – “THE GRANT AGREEMENT.” 
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TABLE 9 
PROJECT MILESTONES, BASELINE SCHEDULE AND CURRENT PROJECTION 

(as of May 31, 2019) 
 

Milestone Baseline Schedule Current Projection 
Heavy Construction Duration 56 months 57.2 months 

Reach 14 Track Construction Finish August 6, 2020 October 23, 2020 
MTS Integrated Testing Start April 20, 2021 May 24, 2021 

Final Completion by Construction 
Manager/General Contractor July 16, 2021 August 19, 2021 

Anticipated Date of Revenue Service September 27, 2021 October 29, 2021 
Required Revenue Service Date November 23, 2022 November 23, 2022 

 
Right-of-Way Acquisitions.  As of May 31, 2019, SANDAG has completed right-of-way 

acquisitions for 29 of the total 43 properties, although SANDAG has permission to advance construction 
on 40 of the 43 properties. SANDAG is currently continuing acquisition efforts and negotiations with the 
remaining property owners.  SANDAG cannot predict the exact cost risk for settlement of the outstanding 
right of way acquisitions, but the right of way impacts for the four remaining properties needed for 
construction are minor and acquisition is not expected to affect the anticipated Revenue Service Date or 
other construction milestones shown in Table 9 above.  

Funding of Project Costs 

SANDAG expects to fund less than half of the Project’s estimated cost of $2,171,200,545 from 
moneys received pursuant to the Grant Agreement and the Bond proceeds.  As shown on Table 10, the 
remaining portion of the Project will be funded by local funds in the amount of $1,127,691,422, which 
include funds from the TIFIA Loan (as defined below) and the proceeds of bonds previously issued by the 
Commission and secured by sales tax revenues – derived from a one-half of one percent (0.5%) retail 
transactions and use tax (the “Sales Tax”).  Such local funds have been received by the Commission and 
are fully committed, though at this time not all local funds have been expended by SANDAG for Project 
costs.  SANDAG expects all local funds to be paid out for Project costs in 2020.  Only moneys received 
pursuant to the Grant Agreement and the proceeds from the Bonds are needed to complete the Project 
under the current funding plan.     

The Commission is responsible for providing improvements to the transportation system and 
other public infrastructure systems in the County funded with the Sales Tax. To carry out this 
responsibility, the Commission adopted in 1987 the initial San Diego County Transportation 
Improvement Program Ordinance (Commission Ordinance 87-1 – Proposition A, 1987) (referred to 
herein as the “1987 Ordinance”).  In 2004, the Commission adopted the San Diego County Transportation 
Improvement Program TransNet Ordinance and Expenditure Plan (Commission Ordinance 04-01), which 
provides for an extension of the retail transactions and use tax implemented by the initial 1987 Ordinance 
for a 40-year period commencing on April 1, 2008 (“TransNet”).   

In order to provide local funds for the Project, on April 18, 2018, the Commission issued the San 
Diego County Regional Transportation Commission Subordinate Sales Tax Revenue Short-Term Notes 
(Limited Tax Bonds), 2018 Series A (the “Short Term Notes”) in the aggregate principal amount of 
$537,480,000, maturing on April 1, 2021, which are secured by revenues from the Sales Tax.   

On June 27, 2017, the Commission entered into a loan agreement in the aggregate principal 
amount of up to $537,484,439 with the United States Department of Transportation, acting by and 
through the Executive Director of the Build America Bureau (the “TIFIA Loan”).  The TIFIA Loan is 
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payable from and secured by a pledge of the Commission’s revenues from the Sales Tax that is junior and 
subordinate to the pledge of sales tax revenues to repay the Short Term Notes.  SANDAG expects to draw 
on the TIFIA Loan prior to completion of the Project and apply such funds to retire the Short Term Notes. 
Although SANDAG expects the Short Term Notes to be paid at maturity by drawing on the TIFIA Loan, 
the Short Term Notes are limited obligations of the Commission payable from and secured by a pledge of 
sales tax revenues that is junior and subordinate to the pledge of the Commission’s sales tax revenues to 
repay its senior sales tax revenue bonds. 

TABLE 10 
PROJECT FUNDING 

 

Funding Source 
Total Funding 

Amount 

Percentage 
of Total Funding 

Amount  
FTA Funds  
     Grant Agreement (Section 5309 Grant Receipts) $1,043,380,000 48.06% 
     Other FTA Funds 129,123 - 
Local Funds  
     TransNet Sales Tax Revenues(1) 559,410,135 25.77 
     The Short Term Notes/TIFIA Loan(2) 568,281,287 26.17 

Local Funds Subtotal $1,127,691,422 51.94% 
Project Total $2,171,200,545 100.00% 

____________________ 
(1) Includes proceeds of bonds previously issued by the Commission secured by the Sales Tax and annual direct contributions.   
(2) SANDAG expects to draw on the TIFIA Loan prior to April 1, 2021 and apply the proceeds to the repayment in full of the 

Short Term Notes.   
Source:  SANDAG 
 

The Board of the Commission is composed of the SANDAG Board of Directors.  However, the 
liabilities of SANDAG are not liabilities of the Commission.  SANDAG employees carry out the work of 
the Commission.  The Commission has no employees. 

“Green Bond” Designation of the Project 

SANDAG is designating the Bonds as “Green Bonds” because the Project being funded with 
proceeds of the Bonds is projected to result in several environmental benefits.    

Use of Proceeds.  The proceeds of the Bonds, with the exception of the Bond proceeds used to 
fund the Debt Service Reserve Fund, capitalized interest and costs of issuance, will be spent on the 
construction of the Project.  The Project is an extension of the existing light rail system and will link 
major activity centers within the County. The Project is designed to serve major activity and employment 
centers such as the University of California, San Diego (“UC San Diego”), University Town Center 
(“UTC”), a number of biotech, computer and financial companies in addition to major hospitals. The 
Project, once completed, would link four major universities from north to south: California State 
University, San Marcos, UC San Diego, University of San Diego, and San Diego State University, as well 
as several community colleges to the east. Additionally, due to its connectivity, the Project also would 
link lower income communities in the southern and eastern parts of the county to important research, 
employment, health care and activity centers in the University City community. The Project extends the 
current Blue Line services that would share the existing tracks with the San Diego Trolley Green Line 
trains which run to the eastern cities of the County.  
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Process for Project Evaluation and Selection.  The Project is one of the major transportation 
projects identified by the SANDAG Board in its long-range plan to improve mobility and relieve 
congestion while promoting sustainability and enhancing the region’s quality of life. The Project 
complements existing heavy rail (Coaster commuter rail, intercity AMTRAK service that operate along 
the LOSSAN corridor), light rail (Sprinter that runs east-west along the SR 78 corridor in north cities of 
the County and the San Diego Trolley that runs east and south from Downtown), bus service (both Bus 
Rapid Transit and local routes), local street and roads and the major interstate and state highways. The 
purpose of the Project is to provide long-term congestion relief, more easily expandable transportation 
options for future growth and link major activity centers around the County.   

Transit Benefits.  Implementation of the Project is expected to improve accessibility and 
connectivity as a result of the new transit service. Nine new stations would provide increased 
opportunities to access the transit system for the communities and neighborhoods within the study area. 
As a result, environmental justice populations (as such term is defined in Federal Transit Administration 
Circular 4703.1, “Environmental Justice Policy Guidance for Federal Transit Administration Recipients”) 
within the corridor would have greater opportunity to access the transit system in the corridor as well as 
region-wide. Five of the nine identified environmental justice populations in the corridor are located 
within one-half mile of the Project alignment.  

Regional Air Quality Benefits. The Project is expected to help reduce vehicle miles traveled 
(VMT). Since emissions of air pollutants and greenhouse gases (GHG) generally decrease as VMT 
decreases, the Project is expected to result in reductions in air pollutants, including sulfur dioxide, NOX, 
particulate matter, and GHG. 

Energy Benefits.  Transportation sources account for nearly 40 percent of California’s energy 
consumption.  The Project is projected to reduce regional VMT by approximately 137,000 miles daily and 
reduce daily regional roadway energy usage by approximately 3,100 million British thermal units. 

Management of Proceeds.  SANDAG will deposit the net proceeds of the Bonds into the Grant 
Receipts Construction Fund. SANDAG will track the net proceeds as these funds are expended for the 
Project. 

Reporting.  Annually, until the net proceeds of the Bonds are fully expended, SANDAG intends 
to provide disclosure regarding the amount of net proceeds expended on the Project. Disclosures will be 
made through the Electronic Municipal Market Access system of the Municipal Securities Rulemaking 
Board, accessible at www.emma.msrb.org, and the annual disclosure will be made when SANDAG 
provides its Annual Report (defined herein). See “CONTINUING DISCLOSURE” herein. Once all net 
proceeds of the Bonds are expended and disclosure regarding such expenditure is made, no further 
disclosures as to expenditure of proceeds will be provided. SANDAG has committed to a number of 
design and operational characteristics of the Project in order to advance SANDAG’s long-range plan to 
improve mobility and relieve congestion while promoting sustainability and enhancing the region’s 
quality of life.  SANDAG may provide reports and updates to this end; however, such reports and updates 
are provided on a voluntary basis and are not included as part of the Continuing Disclosure Agreement for 
the Bonds. 
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THE GRANT AGREEMENT 

General 

The primary program under which FTA provides funding for major transit capital investments, 
including heavy rail, commuter rail, light rail, streetcars, and bus rapid transit, is the Capital Investment 
Grant Program, as authorized under Section 5309.  Pursuant to Section 5309, in September 2016, 
SANDAG entered into the Grant Agreement with FTA, which provides for federal financial assistance in 
the form of grants to SANDAG to fund a portion of the costs of the Project.  The execution of the Grant 
Agreement was the result of a multi-year process undertaken by SANDAG, beginning with the adoption 
of the Project into the long-range transportation plan in October 2010. For more information on the 
Project’s progression through the various phases of the grant approval process, see “FEDERAL 
TRANSIT PROGRAM – New Starts Projects – Grant Approval Process” herein.   

The Grant Agreement contains FTA’s contingent commitment to provide a grant under 
Section 5309 of the New Starts program to SANDAG to fund a portion of the costs of the Project.  The 
Grant Agreement sets forth an annual schedule of the grant amounts that FTA expects to provide for the 
Project.  The Grant Agreement also specifies the requirements that SANDAG must satisfy in order to 
receive and retain the Grant Receipts.  Pursuant to the Grant Agreement, FTA has committed a total of 
$1,043,380,000 of Grant Receipts to the Project, of which $430,024,740 has been received by SANDAG 
to date.  SANDAG expects to receive the remaining balance of the Grant Receipts under the Grant 
Agreement (in the aggregate amount of $613,355,260) in installments over the next seven years between 
FFY 2020 and 2026.   

The Grant Agreement provides that the award of these funds is contingent upon the future 
availability of appropriated funds by Congress from future budget authority specified in law and the 
continued performance of SANDAG under the Grant Agreement.  This contingent commitment of funds 
does not constitute an obligation of the United States.  However, to date, Congress has fully funded all 
Full Funding Grant Agreement (“FFGA”) commitments under the Section 5309 CIG Program (apart from 
cancelled projects).  In certain instances, such funding may not have been provided in accordance with the 
funding schedule set forth in the applicable FFGA.   

Receipt of federal funding under the Grant Agreement is subject to annual appropriation by 
Congress each FFY as part of the federal budget process.  Each FFY, FTA prepares an “Annual Report on 
Funding Recommendations,” which includes the appropriation recommendations for each Project and 
serves as a companion document to the President’s budget for such FFY.  When preparing funding 
recommendations for the upcoming fiscal year, FTA’s priority is to honor the commitments made in 
existing FFGAs. See “FEDERAL TRANSIT PROGRAM” below for a discussion of the New Starts 
program. 

SANDAG expects to obtain the Grant Receipts in single annual appropriations, which SANDAG 
may draw on throughout the FFY in one or more draws.  Once annual appropriations are made by 
Congress, SANDAG amends the grant in the FTA project database to add the funds appropriated. Upon 
FTA approval of the amended grant amount, SANDAG proceeds to request payment based on federally 
eligible expenditures to date and the Maximum Federal New Starts Financial Contribution (as defined 
herein). The request for payment is transmitted electronically and funds are received electronically the 
following business day.  SANDAG has received $430,024,740 to date under the New Starts program for 
the Project.  Table 11 sets forth the grant commitment by FTA and the grant amounts received and 
anticipated under the Grant Agreement.  SANDAG expects to receive additional grant amounts under the 
Grant Agreement resulting in total funding for the Project under the New Starts program of 
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$1,043,380,000, assuming full appropriation by Congress and continued funding approval by FTA.  See 
“INVESTMENT CONSIDERATIONS – Uncertainties in Federal Funding.” 

TABLE 11 
RECEIVED AND ANTICIPATED GRANT RECEIPTS 

Federal 
Fiscal Year 

(Ending September 30) 
Original Grant 
Commitment(1) 

Grant Receipts 
Received and/or Anticipated(2) 

Cumulative Subtotal 
of Grant Receipts 

2016  $ 100,000,000 $  100,000,000(3) $  100,000,000 
2017 125,000,000 50,000,000(4) 150,000,000 
2018 100,000,000 180,000,000(5) 330,000,000 
2019  100,000,000  100,000,000(6) 430,000,000 
2020 100,000,000 100,000,000 530,000,000 
2021 100,000,000 100,000,000 630,000,000 
2022 100,000,000 100,000,000 730,000,000 
2023 100,000,000 100,000,000 830,000,000 
2024 100,000,000 100,000,000 930,000,000 
2025 100,000,000 100,000,000 1,030,000,000 
2026 18,380,000 13,355,260(7) 1,043,355,260 
Total $ 1,043,380,000 $ 1,043,355,260  

____________________ 
(1)  Grant Receipts as scheduled in the Grant Agreement.   
(2) Actual amounts received and/or anticipated.   
(3) Received September 21, 2016. 
(4) Received September 27, 2017. 
(5) Received September 6, 2018.  On February 8, 2019, SANDAG received $80,024,740 in a FFY 2018 appropriation that was in 

addition to the anticipated FFY 2018 $100,000,000 appropriation.   
(6) Received June 13, 2019. 
(7) Grant Agreement reflects $18,380,000 of grant funding in FFY 2026.  However, through the final FFY 2018 appropriation, 

SANDAG received excess Grant Receipts in the amount of $5,024,740.  As a result, Grant Receipts for FFY 2026 have been 
adjusted downward by an equal amount. 

Source:  SANDAG  
 

In FFY 2017, Congress appropriated less than the full amount initially scheduled in the Grant 
Agreement for the Project largely due to the timing of the execution of the Grant Agreement, the 
congressional appropriation cycle, and SANDAG’s drawdown of the FFY 2016 funds.  In FFY 2018, 
however, Congress appropriated more than the scheduled amount as shown above to compensate for the 
shortfall in FFY 2017. As a result of the excess Grant Receipts received in FFY 2018, SANDAG’s 
expectations for FFY 2026 have been adjusted downward, as shown in Table 11, to stay within the total 
amount of the Grant Agreement. 

In addition to the maximum federal New Starts financial contribution for the Project of 
$1,043,380,000 (the “Maximum Federal New Starts Financial Contribution”), the Grant Agreement also 
established a maximum percentage of New Starts participation of 48.06% of total Project costs (the 
“Maximum New Starts Participation Rate”).  In the event that the total cost of the Project comes in less 
than anticipated such that the Maximum Federal New Starts Financial Contribution set forth in the Grant 
Agreement exceeds the Maximum New Starts Participation Rate, then the grant amount would be reduced 
to a level equal to the Maximum New Starts Participation Rate and Grant Receipts would correspondingly 
be adjusted downward. SANDAG currently expects that it will have sufficient eligible project costs to 
receive the full amount scheduled under the Grant Agreement.  In the event that SANDAG’s construction 
of the Project is more efficient than the original Baseline Cost Estimate for the Project, SANDAG plans 
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to identify additional eligible expenditures in order to maximize its Grant Receipts under the Grant 
Agreement and achieve the Maximum Federal New Starts Financial Contribution.  The Grant Agreement 
also includes a “Maximum Percentage of FTA Participation” equal to 48.06%.  The TIFIA Loan does not 
count toward such maximum because it is not administered by FTA.  Under the FAST Act, the maximum 
federal contribution from all federal sources to a New Starts Project such as the Project is 80%, and the 
TIFIA Loan counts toward such maximum federal contribution.  

SANDAG expects that sufficient funds will be available from the Bonds and other sources to 
meet cash flow needs for the Project.  In order to receive the Grant Receipts, SANDAG has agreed to 
complete the Project and to secure any additional funds in excess of the Maximum Federal New Starts 
Financial Contribution that are necessary to complete the Project.  As a condition of FTA’s execution of 
the Grant Agreement, SANDAG developed and adopted a financing plan (the “Financing Plan”) that is 
incorporated as a part of the Grant Agreement for the financing of all costs necessary to complete the 
Project.  The Financing Plan includes, in addition to the Maximum Federal New Starts Financial 
Contribution, a statement of the State and local sources of funding that will be committed to the Project.  
The Grant Agreement sets forth SANDAG’s commitment to provide funds as set forth in the Financing 
Plan in an amount sufficient, together with the federal contribution, to assure timely and full payment of 
the costs necessary to complete the Project.  The Financing Plan contemplates a number of funding 
sources and financing mechanisms to complete the Project, as summarized above in “TABLE 10—
PROJECT FUNDING.” 

The Grant Agreement includes a Baseline Cost Estimate for the Project.  The Baseline Cost 
Estimate of $2,171,200,545 is used by FTA to monitor SANDAG’s compliance with certain terms and 
conditions of the Grant Agreement.  SANDAG expects the total cost of the Project to remain within the 
Baseline Cost Estimate.  See “THE PROJECT – Baseline Cost Estimate.”   

SANDAG also developed a funding plan for the future operation and maintenance of the Project 
(the “O&M Funding Plan”) that is incorporated as a part of the Grant Agreement.  The O&M Funding 
Plan has been developed to assure that SANDAG has stable and dependable funding sources, sufficient in 
amount and in degree of commitment, to provide the Metropolitan Transit System, as owner and operator 
of the Project once completed, to operate and maintain the Project at an adequate and efficient level of 
service, including the future operation and maintenance of the Project.  See “TRANSIT OPERATORS 
WITHIN THE COUNTY – San Diego Metropolitan Transit System.”  

Noncompliance 

Certain failures to comply with the terms of the Grant Agreement will constitute a default under 
the Grant Agreement, including but not limited to, a failure by SANDAG (i) to complete the Project and 
open it for revenue service no later than the Required Revenue Service Date, (ii) to maintain certain levels 
of service in connection with the Project for at least five years after revenue service, or (iii) to comply 
with any of FTA’s regulatory requirements in accordance with the Grant Agreement.  Pursuant to the 
Grant Agreement, FTA will review SANDAG’s performance to determine whether satisfactory progress 
is being made to complete the Project. 

SANDAG agreed in the Grant Agreement to a Required Revenue Service Date of November 23, 
2022.  Failure to achieve the Required Revenue Service Date would constitute a default under the Grant 
Agreement.  The Grant Agreement provides, however, that upon SANDAG’s request, FTA may 
determine at its sole discretion to waive a breach or an anticipatory breach of the Grant Agreement and to 
extend the Required Revenue Service Date (a) if there is an unavoidable delay in achieving the 
operational goals of the Project resulting from an event or circumstance beyond SANDAG’s control, or 
(b) if FTA determines that allowing the delay is in the best interest of FTA and the success of the Project.  
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Any such request to waive the breach and extend the Required Revenue Service Date must be submitted 
promptly to FTA, and FTA will take into consideration the actions and measures taken by SANDAG to 
ensure adherence to its promise to achieve the operational goals of the Project on or before the Required 
Revenue Service Date.  See “APPENDIX A – THE GRANT AGREEMENT” and “INVESTMENT 
CONSIDERATIONS—Construction Risk.”   

SANDAG also agreed in the Grant Agreement to maintain certain levels of service for the Project 
(the “Levels of Service”) for no less than five (5) years after it is opened to revenue service.  The Levels 
of Service include: 

• Hours of operation:  4:00 a.m. to 2:00 a.m. on weekdays and weekends.  

• On weekdays, service will be provided every fifteen minutes during peak and off-peak periods 
and every thirty minutes during the evening period from 6:00 p.m. to 2:00 a.m.  

• On weekends service will be provided every 15 minutes throughout the day. 

See “APPENDIX A – THE GRANT AGREEMENT.” 

SANDAG expects MTS, as the operator of the Project, to provide the Levels of Service required 
under the Grant Agreement.  MTS developed a Rail Fleet Management Plan, dated October 2015 (the 
“Rail Fleet Management Plan”) that was submitted and reviewed by FTA in connection with the grant 
approval process that sets forth MTS’s plan for meeting or exceeding the Levels of Service required by 
the Grant Agreement.  For more information on MTS, see “TRANSIT OPERATORS WITHIN THE 
COUNTY – San Diego Metropolitan Transit System.”   

Failure to achieve and maintain the Levels of Service upon revenue service and for five (5) years 
thereafter constitutes a breach of the Grant Agreement.  At SANDAG’s request, the FTA may determine 
in its sole discretion to waive a breach of SANDAG’s obligation to maintain the specified Levels of 
Service for events or circumstances beyond SANDAG’s control, or if the FTA determines that a waiver is 
in the interests of the United States. In the exercise of its discretion whether to waive a breach of the 
specified Levels of Service, FTA will take into consideration the actions and measures taken by 
SANDAG to achieve and maintain the operational goals of the Project and SANDAG’s entire public 
transportation system for at least five (5) years beyond the opening of the Project to revenue service.  See 
“APPENDIX A – THE GRANT AGREEMENT.”  See also “THE PROJECT.”  SANDAG is obligated 
and expects to provide funds to MTS for acquisition of LRVs and Project operations, but MTS is solely 
responsible for managing such acquisition and operation of the Project, and SANDAG may have limited, 
if any, rights to intervene in the management of such acquisition and operation.  See “TRANSIT 
OPERATORS WITHIN THE COUNTY – San Diego Metropolitan Transit System.”   

Pursuant to the Grant Agreement, the Project is subject to FTA’s project management oversight 
regulations described in Part 633 of Title 49 of the Code of Federal Regulations.  Failure to comply with 
any such regulatory requirement constitutes a breach of the Grant Agreement unless FTA formally waives 
the regulatory requirement.  See “APPENDIX A – THE GRANT AGREEMENT.” 

In the event of a breach of the Grant Agreement by SANDAG and prior to taking any action 
provided under the Grant Agreement, FTA will provide SANDAG with ninety (90) days written notice 
that FTA considers a breach to have occurred and will provide SANDAG a reasonable period of time to 
respond and take necessary corrective action.  FTA may in its discretion permit the costs of such 
corrective action to be deemed a reimbursable project cost so long as it is eligible for reimbursement 
under the Grant Agreement. In the event of default, FTA will have all remedies at law and equity, 
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including the right to specific performance without federal financial assistance, and the right to terminate 
or suspend all or a part of the federal financial assistance.  FTA may also demand that all Grant Receipts 
provided to SANDAG for the Project be returned to FTA.  See “APPENDIX A—THE GRANT 
AGREEMENT.” 

SANDAG works closely with FTA to prevent any breach or default from occurring.  SANDAG 
provides monthly reports and participates in quarterly meetings with FTA to provide updates on Project 
status.   

FEDERAL TRANSIT PROGRAM 

Federal Transportation Legislation  

Congress has authorized funding for federal transportation programs for many years and through 
many different legislative acts, alternating between reauthorizations of various lengths as well as short-
term extensions of those programs.  Congress has established the funding for FTA programs through 
authorizing legislation that amends Chapter 53 of Title 49 of the U.S. Code.  The Section 5309 Capital 
Investment Grant Program (the “Section 5309 CIG Program”) evolved from Section 3 of the Urban Mass 
Transportation Act of 1964 (P.L. 88-365). In 1994, Section 3 became Section 5309 in a revision without 
substantive change to Title 49 of the United States Code.  Beginning in the 1970s, as the commitment of, 
and demand for, federal funding began to grow, the U.S. Department of Transportation issued a series of 
policy statements on the principles by which it would distribute discretionary money to so-called “new 
starts.” These statements, issued in 1976, 1978, 1980, and 1984, introduced a series of principles that 
were later written into federal law, including long-range planning, alternatives analysis incorporating a 
baseline alternative, cost effectiveness, local financial commitment, multi-year contracts specifying the 
limits of federal participation, supportive local land use planning, and a ratings system. 

 
Congress inserted many of these principles into law in the Surface Transportation and Uniform 

Relocation Assistance Act of 1987 (“STURAA”; P.L. 100-17). STURAA established the criteria by 
which capital improvement grant projects would be judged in order to be eligible for federal funding, and 
also required DOT’s recommendations for funding in the subsequent fiscal year to be detailed in an 
annual report to Congress. The criteria enacted in STURAA required a capital investment grant project to 
be based on an alternatives analysis and preliminary engineering, to be cost-effective, and to be supported 
by an acceptable amount of local financial commitment that is stable and dependable. 

The most recent congressional authorization for federal transportation programs is Public Law 
114-94, the Fixing America's Surface Transportation Act (the “FAST Act”). The FAST Act became law 
on December 4, 2015, and authorizes funding for surface transportation programs, including mass transit 
programs, for FFY 2016 through FFY 2020.  Total funding for FTA-related programs under the FAST 
Act is expected to be approximately $61.1 billion through FFY 2020, including $11.5 billion for the 
Section 5309 CIG Program. 

Federal transportation program funding must be reauthorized periodically by Congress; 
historically, Congress has often authorized funding through multi-year reauthorization legislation. Prior 
to the enactment of the FAST Act, the last multi-year authorization of federal transportation funding was 
the “Moving Ahead for Progress in the 21st Century Act” (“MAP 21”), which provided funding for two 
FFYs 2012-2014. In periods between multi-year authorizations, Congress consistently has used short-
term extensions to fund federal transportation programs at the previously authorized funding levels. For 
example, between August 2014 and December 2015, Congress enacted five short-term extensions to 
provide continued funding for federal transportation programs, including the programs that fund the 
Grant Receipts. 
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Congressional authorization of federal funding for the Grant Receipts is not, by itself, sufficient 
to allow SANDAG to receive the Grant Receipts. Appropriations acts are necessary in order to create 
budget authority for federal expenditures such as the expenditure of the funds that comprise the Grant 
Receipts. Other federal actions must also take place to allow SANDAG to receive Grant Receipts. 

No assurance can be given that Congress will continue to appropriate the funding 
authorized by the FAST Act or subsequent authorizing legislation, that Congress will authorize 
funding after FFY 2020, that Congress will not change the current authorization for the federal 
transportation programs, or that Congress and the federal government will take all actions 
necessary for SANDAG to receive Grant Receipts in amounts sufficient to pay the Bonds. See 
“INVESTMENT CONSIDERATIONS—Uncertainties in Federal Funding.” 

Section 5309 Capital Investment Grant Program  

General.  Under the Section 5309 CIG Program, the Secretary of Transportation may make 
discretionary capital investment grants to assist public bodies in financing capital projects for the 
construction of new fixed-guideway public transportation systems and the expansion of existing systems 
(“New Starts”).  Eligible projects include transit rail, such as subway/elevated rail, light rail, and 
commuter rail, as well as bus rapid transit and ferries.  The discretionary nature of the Section 5309 
Program makes it unique from other federal transit funding programs that apportion funds by formula.  
Unlike other federal funding, the funding for the Section 5309 CIG Program comes from the general fund 
of the U.S. Treasury—not the mass transit account of the Highway Trust Fund.  Therefore, funding for 
the Section 5309 CIG Program is subject to appropriation each year.   

There are four types of Section 5309 CIG Programs: 

• New Starts: an operable segment of a new fixed-guideway system or an extension of an existing 
system that costs $300 million or more and receives $100 million or more in Section 5309 CIG 
Program funding. 

• Small Starts:  a new fixed-guideway project or a corridor-based bus rapid transit that costs less 
than $300 million and receives less than $100 million of Section 5309 CIG Program funding. 

• Core Capacity: expansion of an existing fixed-guideway corridor to increase capacity by 10% or 
more. 

• Program of Interrelated Projects: the simultaneous development of two or more New Starts, 
Small Starts, or Core Capacity projects, or a combination thereof. 

Federal Funding of Section 5309 CIG Program.  Under Section 5309, FTA is permitted to make 
commitments for all of the authorized funding during the period provided by the FAST Act (FFY 2016 to 
FFY 2020), which is approximately $2.3 billion per year – about 19% of the overall federal public 
transportation program budget.  This is an increase from the funding under MAP 21, as shown in Table 
12.   
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TABLE 12 
SECTION 5309 GRANTS 

(in millions) 
 

FY15 (MAP 21)  FFY16  FFY17  FFY18  FFY 19  FFY 20  
$2,120.0 $2,301.8 $2,301.8 $2,301.8 $2,301.8 $2,301.8 

______________________ 
Source:  U.S. Department of Transportation, Federal Transit Administration. 
 

The congressional authorization of federal funding under the FAST Act is not, by itself, sufficient 
to allow grant recipients to receive funds under an FFGA.  Appropriations acts are necessary in order to 
create budget authority for federal expenditures such as the expenditure of the funds that comprise the 
grant payments by FTA under an FFGA.  The annual appropriations are made in aggregate and are not 
project specific.  The following table sets forth the total congressional appropriations for the Section 5309 
CIG Program for FFY 2006 through 2019.   

 
TABLE 13 

SECTION 5309 CIG PROGRAM APPROPRIATIONS 
 

Federal Fiscal Year 
Total Congressional Appropriation 

for Section 5309 CIG Program 
2006 $ 1,455,234,000 
2007 1,466,000,000 
2008 1,569,091,997 
2009 1,809,250,000(1)

2010  1,720,000,000 
2011 1,600,000,000 
2012 1,955,000,000 
2013 1,955,000,000 
2014 1,942,938,000 
2015 2,120,000,000 
2016 2,177,000,000 
2017 2,412,631,000 
2018 2,644,960,000 
2019 2,552,687,000 

______________________ 
(1) In 2009, the American Recovery and Reinvestment Act (“ARRA”) appropriated an 
additional $750 million for the Section 5309 CIG Program, that is excluded from this 
table.  FTA announced its allocation in the Federal Register on May 11, 2009 and 
funds were allocated to projects with existing FFGAs.   
Source:  U.S. Congressional Appropriation Acts for FFY 2006 through 2019. 

 
FTA’s commitment to provide grant funding equal to the authorized funding levels for a New 

Starts project results in FTA’s reservation of available commitment authority from authorized funds for 
the New Starts project over the specified funding term.  In any Federal Fiscal Year, however, available 
New Starts funds may be less than the funds requested by grant applicants.  FTA’s stated policy is to 
assign first priority for available funds to New Starts projects for which FTA has awarded an FFGA.  In 
other words, when preparing funding recommendations for the upcoming fiscal year, FTA’s priority is to 
honor the commitments made in existing FFGAs. Next, FTA performs an evaluation and ranking of 
authorized projects submitted by new grant applicants to determine New Starts recommendations.  FTA’s 
policy is to recommend new projects not yet under FFGAs for funding only if the proposed Section 5309 
CIG Program funding levels are sufficient.  Congress considers the funding allocations proposed by FTA 
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and in most cases provides the annual amounts scheduled in the FFGA.  However, Congress has the 
ultimate authority to adjust these annual amounts and, in some cases, has done so in the past.  FTA’s 
existing commitments for New Starts projects are detailed in the annual report to Congress each February 
through the inclusion of the grant funding schedule contained in each FFGA for the coming year.  The 
Secretary of Transportation also must submit a supplemental report to Congress on each August 31 as an 
update on projects that have completed planning or preliminary engineering. 

To date, Congress has fully funded all FFGA commitments (except for those relating to projects 
subsequently cancelled), but such funding may not have been provided in accordance with the funding 
schedule set forth in each FFGA.  Fully funding an FFGA commitment can mean either funding to the 
“not to exceed” amount of New Start funding or to the “New Start participation rate.”  Each FFGA 
includes a “not to exceed” amount of New Start funding as well as a “New Start participation rate,” both 
of which are set at the time the FFGA is entered into by FTA and the recipient.  If the total project cost 
comes in at less than anticipated by the FFGA, then the participation rate would control, and the final 
amount of the FFGA that is paid would be adjusted downward, to stay within the New Start participation 
rate.  See “THE GRANT AGREEMENT – General” and “INVESTMENT CONSIDERATIONS—
Uncertainties in Federal Funding.” 

No assurance can be given that Congress will continue to appropriate the funding 
authorized by the FAST Act or subsequent authorizing legislation, that Congress will authorize 
funding after FFY 2020, that Congress will not change the current authorization for the federal 
transportation programs, or that Congress and the federal government will take all actions 
necessary for SANDAG to receive Grant Receipts in amounts sufficient to pay the Bonds. See 
“INVESTMENT CONSIDERATIONS—Uncertainties in Federal Funding.” 

New Starts Projects 

New Starts Projects.  Eligible New Starts projects involve the design and construction of new 
fixed guideways or extensions to fixed guideways (projects that operate on a separate right-of-way 
exclusively for public transportation, or that include a rail or catenary system) and are defined under the 
FAST Act as projects with a total estimated capital cost of $300 million or more, or that are seeking $100 
million or more in Section 5309 capital investment grant program funds.  Under the FAST Act, New 
Starts projects are limited to a maximum Section 5309 CIG Program share of 60 percent.  The maximum 
federal contribution from all federal sources to a New Starts project is 80 percent.   

Grant Approval Process.  Federal funding for New Starts is typically committed in a FFGA, 
which is a multi-year agreement between FTA and a transit agency.  See “ – Full Funding Grant 
Agreement” below.  Under the Section 5309 CIG Program, the process of obtaining an FFGA and 
carrying out the project involves three main phases:  development, engineering, and construction, which 
are described more fully below.  In order to advance from one phase to the next, the project must achieve 
an overall rating of at least “medium” on a five-point scale (low, medium-low, medium, medium-high, 
high) on each of the project justification and local financial commitment summary ratings.  In 
SANDAG’s case, the Project received an overall project rating of “medium-to-high” with its ratings on 
project justification and the local financial commitment also at “medium-to-high.”   

Development Phase.  To enter the project development phase, a transit agency or other applicant 
must apply to FTA and initiate the review process required by the National Environmental Policy Act of 
1969 (“NEPA”).  In addition to the NEPA work, the grant applicant must develop the information needed 
by FTA to review the project’s justification and local financial commitment.  The project development 
process is designed to identify regional transportation needs and to develop strategies to meet these needs; 
to provide local decision makers a logical structure for the development of regional transportation plans 
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from conception through design and construction; to provide to local decision makers technical 
information on costs, benefits and impacts; and to provide a forum for collaborative decision making by 
local transportation, land use, and resource agencies, with appropriate involvement by the public.  
Generally, the applicant has two years to complete project development, although an extension may be 
granted in certain situations.  

The Project was initially approved by FTA under the Safe, Accountable, Flexible, Efficient 
Transportation Equity Act: A Legacy for Users in August 2011.  At the time Congress adopted MAP 21, 
the Project was in the development phase since environmental review associated with the Project was not 
yet complete. The draft supplemental environmental impact study (“EIS”) was issued in May 2013, 
followed by the final supplemental EIS in October 2014.  FTA approved the Project into the engineering 
phase in April 2015.  

Engineering Phase.  A project can enter the engineering phase once the NEPA process is 
concluded, the project is selected as the locally preferred alternative, the project is adopted into the 
metropolitan plan, and the project is justified on its merits, including an acceptable degree of local 
financial commitment.  The amount of New Start funding requested by the grant applicant is fixed when 
the project is approved for entry into engineering.  This means that if a project’s cost increases after entry 
into engineering, the extra cost must be borne by the grant applicant from funding sources outside of the 
Section 5309 CIG Program.   

Construction Phase.  After engineering work is completed, FTA determines whether to sign an 
FFGA allowing the project to enter construction. FTA retains some oversight of a project as it is 
constructed to ensure compliance with the terms of the FFGA. Moreover, FTA must request the funding 
that is to be provided under the terms of the FFGA for each approved project from Congress each fiscal 
year.  In some cases, FTA may assure a grant applicant of its intention to obligate funds for a project 
through what is known as a Letter of Intent. FTA may also obligate some of the funding expected to be 
provided in an FFGA through an Early Systems Work Agreement. Although not a guarantee of full 
funding, an Early Systems Work Agreement provides funding so that work can begin before an FFGA is 
awarded.  

Project Rating Criteria.  In order to progress through each phase of the process, FTA computes an 
overall project rating based on project justification criteria and the evaluation of local financial 
commitment for the project.  The project justification criteria include: 

• Mobility improvements - measured by the number of trips on the project, with trips by the 
transit-dependent population counting double. A high rating for New Starts projects is awarded to 
those that generate 30 million linked trips or more annually. 

• Environmental benefits - measured by the monetized value of benefits in air quality, greenhouse 
gas emissions, energy use, and safety in relation to the cost of the project. Benefits are calculated 
based on the estimated reduction in vehicle miles traveled resulting from the project. 

• Congestion relief - measured by the number of new weekday linked transit trips resulting from 
implementation of the new project. This is calculated by comparing total weekday linked transit 
trips for the no-build alternative with total weekday linked transit trips with the new project in 
place. A high rating is awarded to New Starts projects that generate 18,000 new weekday trips. 

• Economic development effects - measured by the likely effects of the project on development in 
the nearby area. The rating is based on FTA’s qualitative analysis of supportive plans and 
policies. 
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• Land use - based on station area population density, employment served, affordable housing in 
the corridor, and the amount and cost of downtown parking. The extent and quality of pedestrian 
infrastructure near stations also is used in the evaluation.  

• Cost effectiveness - measured by the annual capital amortized over asset lifetimes and operating 
cost per trip. A high rating is awarded for projects where the cost per trip is less than $4 for a 
New Starts project. 

The criteria for evaluating the local financial commitment include: 

• Reliability/financial capacity - measured by the reasonableness of the capital and operating cost 
estimates and planning assumptions; and capital funding capacity to cover cost increases or 
funding shortfalls through debt issuance, cash reserves, or other committed funds. 

• Current capital and operating condition - measured by the average age of the vehicle fleet, 
bond rating issued within the previous two years, current ratio of assets to liabilities, and recent 
service history. 

• Commitment of funds - measured by the share of funds committed or budgeted versus planned. 
Significant private contributions may increase the commitment-of-funds rating by one level. 

Once a project achieves at least a medium rating at the end of the engineering phase and has 
complied with other federal requirements, it is typically recommended for funding.  However, in any 
given year, FTA first funds commitments made in existing FFGAs.  After that, within the context of the 
available funds, FTA considers project readiness in signing new agreements and allocating funds.   

The Secretary of Transportation is required under Section 5309 to make several specific findings 
concerning a grant applicant’s planning for a project and a grant applicant’s capability to carry out the 
project.  The Secretary of Transportation has delegated authority to make these findings to FTA. 

FTA will not make any grants under Section 5309 unless it finds that: 

1. the project proposed is a product of the project development process, 

2. the grant applicant has or will have the legal, financial, and technical capacity to carry out 
the project, 

3. the grant applicant has or will have satisfactory continuing control over the use of the 
equipment or facilities, and 

4. the grant applicant has or will have the capability to maintain the equipment or facilities, 
and will maintain the equipment or facilities. 

Full Funding Grant Agreement 

FTA provides funding for a project approved under the Section 5309 New Starts program 
pursuant to a full funding grant agreement.  The FFGA defines the scope of the project, including cost and 
schedule; commits FTA to a maximum level of federal financial assistance under the New Starts program; 
establishes the terms and conditions of federal financial participation; specifies the date for completion of 
the project; and establishes the local funding commitment.  The FFGA also contains an acknowledgment 
that FTA’s commitment of financial assistance is contingent upon the appropriation of funds and that the 
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commitment of funds does not constitute an obligation of the United States.  At least 60 days before 
entering into an FFGA, the Secretary of Transportation must notify the Committee on Transportation and 
Infrastructure of the House of Representatives (the “Transportation Committee”), the Committee on 
Banking, Housing and Urban Affairs of the Senate (the “Banking Committee”) and the House and Senate 
Committees on Appropriations of the proposed FFGA.  The Secretary must include with the notification a 
copy of the proposed FFGA as well as the evaluations and ratings for the project. 

SANDAG completed the development and engineering phases for the Project under Section 5309 
and in September 2016, prior to entering the construction phase, executed the Grant Agreement, which 
sets forth the terms and conditions for the award of Grant Receipts for the Project.  See “SECURITY 
FOR THE BONDS,” “THE GRANT AGREEMENT” and “APPENDIX A—THE GRANT 
AGREEMENT.” 

SANDAG 

General 

SANDAG is a consolidated regional transportation agency organized and existing pursuant to the 
Act. SANDAG is governed by a Board of Directors and is composed of mayors, councilmembers, and 
county supervisors from the County and each city in the County that comprises 19 local governments.  
With the passage of SB 1703 in 2002, SANDAG became the consolidated regional transportation agency 
effective January 1, 2003. Transit planning, programming, project development, and construction were 
consolidated into SANDAG, with responsibility for operation of regional transit systems left with local 
operators MTS (formerly known as the Metropolitan Transit Development Board) and North County 
Transit District (“NCTD”) (formerly known as the North County Transit Development Board).   
See “—Toll and Transit Operations; Toll Revenue Debt—San Diego Metropolitan Transit System,” and 
“—North County Transit District.”  SANDAG serves as a regional decision-making forum for the San 
Diego area for issues including transportation, environmental management, housing, open space, air 
quality, energy, fiscal management, economic development, and public safety. 

SANDAG and the Commission share the same Board of Directors. The Commission imposes a 
half-cent sales tax within the County and has issued several series of sales tax revenues bonds. The Bonds 
do not constitute a debt or liability of the Commission and are not secured by sales tax revenues of the 
Commission. 

Executive Staff 

Key staff members, the position held by each and a brief statement of the background of each 
staff member are set forth below. 

Hasan Ikhrata, Executive Director. Hasan Ikhrata is the Executive Director of SANDAG 
appointed to such position in December 2018. Mr. Ikhrata has more than 30 years of experience in the 
arena of Transportation Planning in the Southern California Region, in both the private and public sector. 
As Executive Director of SANDAG, Mr. Ikhrata directs day‐to‐day operations of the agency and 
implements policies set by its governing board. In addition, he is the Executive Officer of the SANDAG 
Service Bureau, the nonprofit public benefit corporation chartered by SANDAG. Mr. Ikhrata holds a 
Bachelor’s and a Master’s Degree in Civil and Industrial Engineering from Zaporozhye University in the 
former Soviet Union, a Master’s Degree in Civil Engineering from UCLA, and a PhD Candidacy in 
Urban Planning and transportation from the University of Southern California in Los Angeles. Mr. 
Ikhrata is an adjunct professor in the business school at California State University, Northridge. Prior to 
joining SANDAG in 2018, Mr. Ikhrata worked for Southern California Association of Governments 
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(SCAG), Los Angeles County Metropolitan Transportation Authority (MTA) and South Coast Air 
Quality Management District (SCAQMD). 

John F. Kirk, General Counsel.  Mr. Kirk was appointed General Counsel for SANDAG in 
January 2012. Mr. Kirk was originally hired by SANDAG as Deputy General Counsel in June 2006. 
Between 1990 and 2006 Mr. Kirk served the City of San Diego as a Deputy City Attorney. Mr. Kirk 
holds a Bachelors' degree from Wabash College and a Juris Doctorate from Pepperdine University's 
School of Law. 

André Douzdjian, Director of Finance. Mr. Douzdjian serves as SANDAG's Chief Financial 
Officer and directs all financial and budgeting functions for SANDAG. Mr. Douzdjian returned to 
SANDAG in June of 2012. During the previous 12 years, Mr. Douzdjian worked in the capacity of Chief 
Financial Officer for two privately-held staffing companies, where he was a co-founder and shareholder 
of those businesses. Prior to that, Mr. Douzdjian was the Financial Services Manager at SANDAG, a 
position that he held for almost 10 years, from 1991 to 2000. Prior to his employment at SANDAG, Mr. 
Douzdjian was a Senior Accountant for KPMG, LLP, a certified accounting firm. Mr. Douzdjian received 
a Bachelor of Business Administration (B.A.) degree in Accounting in 1988 from the University of San 
Diego and a Master’s degree in Business Administration (M.B.A.) with an emphasis in Finance in 1996 
from San Diego State University and is a Certified Public Accountant. Mr. Douzdjian is a member of the 
Government Finance Officers Association. 

José A. Nuncio, TransNet Director.  Mr. Nuncio manages and directs the operations of the 
SANDAG TransNet Department and is responsible for the programming of federal, state, local and 
TransNet funds, revenue forecasts for the agency’s long-range transportation plans, internal and external 
accountability and communication through the TransNet Dashboard and staffing for the Independent 
Taxpayer Oversight Committee.  Mr. Nuncio joined SANDAG in April 2002 after spending more than 10 
years with the California Department of Transportation at its San Diego Office where he gained 
experience in the areas of programming, project management and development, and international border 
affairs.  Mr. Nuncio received a Bachelor of Science (B.S.) in Aerospace Engineering from the University 
of Michigan in 1989 and a Master of Science (M.S.) in Structural Engineering in 1991 from the 
University of California at San Diego.  Mr. Nuncio has been a Registered Civil Engineer in the State of 
California since 1995. 

Ray Major, Chief Economist and Director of Data, Analytics and Modeling. Mr. Major 
originally joined SANDAG in 1987 as a Research Analyst and economist responsible for SANDAG's 
econometric and economic impact models, custom analytic research projects, and for developing the San 
Diego region's comprehensive Economic Prosperity Strategy. He left SANDAG in 1994 and joined the 
Nielsen companies where he served as a senior executive holding numerous positions including Chief 
Marketing Officer, Chief Customer Officer, and product strategist. Mr. Major oversaw the product 
development of Claritas, a major provider of demographic and segmentation data. As General Manager of 
Integras, he ran the division of Claritas specializing in Business Intelligence (BI) and predictive analytics, 
geo-spatial and economic modeling services. In 2010, Mr. Major moved to Halo BI, a state-of-the-art 
business intelligence and predictive modeling software and service provider where he served as CMO, 
COO, and CEO. Mr. Major rejoined SANDAG in 2015 where he now serves as the Director of Technical 
Services. Mr. Major holds both graduate and undergraduate degrees in economics from San Diego State 
University, with an emphasis in developmental economics and econometrics. 

Jim Linthicum, Director of Mobility Management and Project Implementation.  Mr. Linthicum 
is directly responsible for the implementation of all capital improvement projects, including TransNet 
funded 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 
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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 employment 
at MTS, Mr. Linthicum worked for the California Department of Transportation for 23 years.  Mr. 
Linthicum holds a B.S. degree in Civil Engineering from Pennsylvania State University. 

Toll Operations; Toll Revenue Debt 

SANDAG operates the South Bay Expressway, an approximately 10-mile contiguous tolled 
segment of State Route 125 from Otay Mesa Road/State Route 905/State Route 11 in the south to State 
Route 54 in the north.  The South Bay Expressway is owned by the California Department of 
Transportation (“Caltrans”) and was originally developed and constructed by South Bay Expressway, 
LLC (together with its predecessor entities, “SBX”), a private entity that filed for bankruptcy in April 
2010.  SANDAG acquired the franchise rights to and lease of the South Bay Expressway from the SBX 
bankruptcy estate in December 2011.   

SANDAG operates, maintains and tolls the South Bay Expressway pursuant to an Amended and 
Restated Development Franchise Agreement between Caltrans and SANDAG dated February 1, 2013 (the 
“Franchise Agreement”).  In 2017, SANDAG issued its South Bay Expressway Toll Revenue First Senior 
Lien Bonds, 2017 Series A (the “Toll Revenue Bonds”) in the aggregate principal amount of 
$194,140,000, secured by a trust estate (collectively, the “Toll Revenue Bond Trust Estate”) established 
under that certain Master Indenture, dated as of November 1, 2017 (as amended and supplemented, the 
“Toll Indenture”), by and between SANDAG and U.S. Bank National Association, as trustee.  The Toll 
Revenue Bond Trust Estate consists of, among other things, toll revenues and similar charges payable for 
use of the South Bay Expressway (collectively, “Toll Revenues”).  SANDAG applied proceeds of the 
Toll Revenue Bonds, together with other available funds, to, among other purposes, refinance certain 
indebtedness it had incurred in connection with SANDAG’s prior acquisition of the franchise relating to 
the South Bay Expressway.   

Toll Revenues and the Toll Revenue Bond Trust Estate do not secure repayment of the Bonds.  
Grant Receipts are not available to fund the operations of the South Bay Expressway or to pay debt 
service on the Toll Revenue Bonds. SANDAG currently projects that Toll Revenues will be sufficient to 
pay debt service and the operating costs of the South Bay Expressway. See “INVESTMENT 
CONSIDERATIONS— Financial and Operating Risks of the South Bay Expressway.” 

TRANSIT OPERATORS WITHIN THE COUNTY 

San Diego Metropolitan Transit System   

General.  SANDAG and MTS are independent legal entities established by statute.  What is now 
known as MTS started as the Metropolitan Transit Development Board (“MTDB”), which was created in 
1975 by the passage of California Senate Bill 101 and came into existence on January 1, 1976.  In 1984, 
the Governor signed Senate Bill 1736, which expanded the MTDB Board of Directors from 8 to 15 
members.  In 2002, Senate Bill 1703 merged MTDB’s long-range planning, financial programming, 
project development and construction functions into SANDAG.  In 2005, MTDB changed its name to the 
Metropolitan Transit System. 

MTS operates light rail, bus, and freight services over roughly 570 square miles of the urbanized 
areas of San Diego County as well as the rural parts of East County, totaling 3,240 square miles and 
serving approximately 3 million people in the County.  MTS owns assets of: San Diego Trolley, Inc. 
(“SDTI”), San Diego Transit Corporation, and the San Diego & Arizona Eastern Railway Company 
(“SD&AE”), which owns 108 miles of track and right-of-way.  
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MTS provides bus and rail services directly or by contract with private operators.  MTS 
coordinates all its services and determines the routing, stops, frequencies and hours of operation.  Light 
rail service is operated by SDTI on four lines (the UC San Diego Blue, Orange, Sycuan Green and San 
Diego Gas & Electric Silver Lines) with a total of 53 stations and 54.3 miles of rail.  MTS also operates 
almost 100 fixed bus routes and Americans with Disabilities Act (ADA) complementary paratransit 
service.  Fixed route bus service includes local, urban, express, premium express and rural routes.  MTS 
contracts with the San Diego & Imperial Valley Railroad and the Baja California Rail Road, Inc. to 
provide freight service to San Diego shippers over SD&AE right-of-way.  MTS currently records 88 
million annual passenger trips or 300,000 trips each weekday.  

MTS has an annual operating budget of approximately $278 million, $96 million of which is 
derived from fares.  Fare revenue accounts for approximately 34% of annual operating cost.   MTS also 
receives funding from various federal, state, and local sources, primarily the California Transportation 
Development Act, FTA grants (sections 5307, 5337 and 5339), and local sales tax.   

Funding for Operation of the Project.  MTS will own, operate, and maintain the Project upon 
commencement of revenue operations of the Project pursuant to the Act, Section 120264 et seq. of the 
California Public Utilities Code, and the Master Memorandum of Understanding, dated April 23, 2004, 
by and among SANDAG, MTS and NCTD, and the related addendums, including Addendum 17, dated 
January 19, 2012 (“Addendum 17”), by and between SANDAG and MTS, which describes the roles of 
SANDAG and MTS in cooperative work efforts with regard to project development and implementation.  
Addendum 17 provides a form of the scope of work documentation (“SOW”), which must be prepared for 
each project or each component of a project, depending on the size and scope.  Several SOWs have been 
prepared for the Project describing work performed by SANDAG and MTS.  SANDAG is obligated and 
expects to provide funds to MTS for the acquisition of LRVs and Project operations in accordance with 
the Grant Agreement and the applicable SOWs, but MTS is solely responsible for managing such 
acquisition and operation of the Project, and SANDAG may have limited, if any, rights to intervene in the 
management of such acquisition and operation.  While a portion of the Grant Receipts will be used by 
SANDAG to provide funds to MTS for the acquisition of LRVs, Grant Receipts are not eligible to fund 
the operations of MTS, including the operation of the Project.  Only SANDAG has rights to the Grant 
Receipts under the Grant Agreement.  

SANDAG expects MTS, as the operator of the Project, to provide the Levels of Service required 
under the Grant Agreement.  MTS developed the Rail Fleet Management Plan that was submitted and 
reviewed by FTA in connection with the grant approval process that sets forth MTS’s plan for meeting 
and in many instances exceeding the Levels of Service required by the Grant Agreement.  The Levels of 
Service set forth in the Grant Agreement are a significant term of the Grant Agreement.  See “THE 
GRANT AGREEMENT – Noncompliance” and “APPENDIX A – THE GRANT AGREEMENT.”     

SANDAG is obligated and expects to provide funds to MTS for Project operations to maintain 
the Levels of Service required under the Grant Agreement using TransNet funds.  Specifically, SANDAG 
expects to provide TransNet funds to MTS for the actual operating costs, including maintenance and 
support costs, less passenger fare revenues. Operating costs consist of the costs to operate the service per 
hour multiplied by the number of service hours and includes maintenance and support costs.  The 
operating costs per hour will be updated annually during the MTS budget process.  Passenger fare 
revenues are calculated by the average fare per passenger, multiplied by the number of passengers. 

TransNet funds are expected to be available to fund the Project operations at the Levels of 
Service for no less than five years after it is opened to revenue service, which is currently expected to 
occur on or about October 29, 2021, in accordance with the Grant Agreement.  The TransNet Ordinance 
and Expenditure Plan provides that 8.1 percent of all TransNet revenues are to be used to fund transit 
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operations for specified projects, including the Project. In accordance with the TransNet Ordinance and 
Expenditure Plan, nearly $220 million in TransNet funds (8.1% of all TransNet funds generated to date) 
have been collected to support transit operations through May 2019, with approximately $1.2 billion 
estimated in the TransNet finance plan to be received between 2020 and 2048. While these funds are 
reserved for transit operations on an annual basis, expenditure of these funds depends on when the 
specified transit services actually begin, and what service levels are provided to match demand. The 
balance of funds in the transit operations fund as of May 31, 2019 is approximately $152 million. The 
Project financial model submitted in support of the TransNet finance plan includes $129 million of 
TransNet transit operations funding for the five-year period 2021-2025.  See “THE GRANT 
AGREEMENT – Noncompliance” and “INVESTMENT CONSIDERATIONS – Default Under Grant 
Agreement.”     

North County Transit District   

SANDAG and NCTD are also separate legal entities established by statute.  NCTD started as the 
North San Diego County Transit Development Board (“NSDCTDB”) when created in 1975 by Senate 
Bill 802.  It was created to plan, construct and operate – directly or through a contractor – public transit 
systems in its area of jurisdiction.  On January 1, 2003, Senate Bill 1703 transferred future transit 
planning, programming, development and construction to SANDAG. On August 30, 2005, Assembly Bill 
1238 was passed, which renamed NSDCTDB as the North County Transit District effective January 1, 
2006. 

NCTD operates buses, trains, hybrid rail, and paratransit services to a geographic area of 
approximately 1,020 square miles, in North San Diego County, from the Pacific Ocean east to Ramona, 
and from the County of Orange border south to Del Mar, with connections extending to downtown San 
Diego.   NCTD serves approximately 11 million passengers annually through transit services that include: 
the COASTER commuter rail service, the SPRINTER light rail, the Breeze bus system, Flex rural and on-
demand service and Lift paratransit.   

NCTD maintains and controls right-of-entry between the Old Town Transit Center and north of 
SR 52, where the Project would transition to the I-5 right-of-way.  The Project requires a right-of-entry 
permit for construction of the Project within the railroad right-of-way and requires the relocation of the 
NCTD railroad tracks in the vicinity of the SR 52.  As such, the Project was subject to review and 
approval by NCTD.  NCTD has approved various phases of the work on the Project, including the joint 
right-of-entry permits required to conduct work within the right of way, at different times.  NCTD 
approved the initial joint right-of-entry permits for the Project in December 2016.  NCTD is not expected 
to have any operational responsibility for any aspect of the Project.  Grant Receipts are not eligible to 
fund the operations of NCTD.   

INVESTMENT CONSIDERATIONS 

Limited Obligations 

The Bonds are limited obligations of SANDAG payable solely from and secured solely by 
Grant Receipts (as herein defined), amounts on deposit in the funds and accounts established under 
the Indenture (except the Rebate Fund), and investment earnings thereon.  The Bonds are not a 
general obligation of SANDAG and the revenues of SANDAG (other than as described above) are 
not pledged for the payment of the Bonds or the interest thereon.  The Bonds are not an 
indebtedness or obligation of the State or any political subdivision of the State (other than 
SANDAG) or of any municipality within the State. 
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Uncertainties in Federal Funding  

General.  There can be no assurance that sufficient Grant Receipts will be received by SANDAG 
to pay the debt service on the Bonds.  While SANDAG believes that sufficient Grant Receipts will be 
received to pay debt service on the Bonds on or prior to their maturity, various factors beyond the control 
of SANDAG may affect such receipts, including, without limitation, non-reauthorization of future federal 
transportation legislative programs, federal budgetary limitations, sequestration and government 
shutdowns, other possible changes in the Section 5309 Program, and SANDAG’s continued eligibility for 
such funding.  See “THE GRANT AGREEMENT.”   

Congressional Authorization and Appropriation.  Federal transportation program funding must 
be reauthorized periodically by Congress.  The most recent authorization is the FAST Act, which became 
law on December 4, 2015, and authorizes funding for surface transportation programs, including mass 
transit programs, for FFY 2016 through FFY 2020.  THERE CAN BE NO ASSURANCE THAT ANY 
SUCH AUTHORIZATIONS WILL BE PROVIDED AFTER THE FAST ACT, OR ANY 
LEGISLATION THAT FOLLOWS OR REPLACES THE FAST ACT, EXPIRES. 

Congressional authorization of federal funding for the Grant Receipts is not, by itself, sufficient 
to allow SANDAG to receive the Grant Receipts. Appropriations acts are necessary in order to create 
budget authority for federal expenditures such as the expenditure of the funds that comprise the Grant 
Receipts. The amount of Grant Receipts available to SANDAG for the Project is subject to annual 
appropriation by Congress and to approval on an annual basis by FTA.  As such, SANDAG competes for 
such funds with other transit funding priorities.  The Grant Agreement specifically provides that the 
eligibility of SANDAG for funds does not create an obligation on the part of the United States to provide 
funds for the Project.  Other federal actions must also take place to allow SANDAG to receive Grant 
Receipts.  If sufficient funds are not so available, sufficient Grant Receipts will not be received to pay the 
debt service on the Bonds.  See “THE GRANT AGREEMENT” and “FEDERAL TRANSIT 
PROGRAM.”   

To date, Congress has fully funded all FFGA commitments, but such funding may not have been 
provided in accordance with the funding schedule set forth in each FFGA.  Fully funding the Grant 
Agreement can mean either funding to the Maximum Federal New Starts Financial Contribution or to the 
Maximum New Starts Participation Rate.  There is a possibility that the total cost of the Project may come 
in less than anticipated such that the Maximum Federal New Starts Financial Contribution would exceed 
the Maximum New Starts Participation Rate; in this case, the Maximum New Starts Participation Rate 
would control, and SANDAG’s Grant Receipts would be adjusted downward. 

Federal Sequestration and Government Shutdown.  The Budget Control Act of 2011 (the 
“Budget Control Act”) provided for increases in the federal debt limit and established procedures 
designed to reduce the federal budget deficit.  The Budget Control Act provided that a failure by Congress 
to otherwise reduce the deficit would result in sequestration:  automatic, generally across-the-board 
spending reductions.  The Bipartisan Budget Act of 2013 extended and made certain modifications to 
sequestration.  However, the potential impact of sequestration to federal programs, such the New Starts 
program, is the same.  Grant Receipts may be reduced as a result of the congressionally-mandated 
sequestration process, and may continue to be reduced or delayed if federal spending reductions continue 
as a result of the sequestration or ongoing shutdowns of the federal government occur.  

SANDAG’s receipt of a portion of the Grant Receipts available under the FFY 2018 
appropriation was delayed as a result of the federal government shutdown that occurred December 2018 
through January 2019.  As soon as the federal government shutdown concluded, SANDAG received the 
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requested Grant Receipts within one day of submitting the request for a draw.  See “THE GRANT 
AGREEMENT.”   

Default Under Grant Agreement 

Pursuant to the Grant Agreement, SANDAG agreed (i) to complete the Project by the Required 
Revenue Service Date of on or before November 23, 2022, (ii) to maintain certain Levels of Service, once 
the Project is opened to revenue service for no less than five years, and (iii) to comply with any of FTA’s 
regulatory requirements in accordance with the Grant Agreement.  Failure to achieve the Required 
Revenue Service Date, the Levels of Service for five years upon revenue service, or comply with FTA’s 
regulatory requirements as set forth in the Grant Agreement constitutes a breach of the Grant Agreement 
and may result in a default of the Grant Agreement if such breach is not corrected within a reasonable 
period of time in accordance with the Grant Agreement.  If a default occurs, FTA may exercise all 
remedies at law and equity, including the right to specific performance without federal financial 
assistance, and the right to terminate or suspend all or a part of the federal financial assistance.  In certain 
cases, FTA may also demand that all grant funds provided to SANDAG for the Project be returned to 
FTA.  See “APPENDIX A – THE GRANT AGREEMENT.”   

SANDAG currently estimates that the Project will commence revenue operation on or about late 
October 2021 – more than a year prior to the Required Revenue Service Date.  See “Construction and 
Project Funding Risk.”  SANDAG expects MTS, as the operator of the Project, to provide the Levels of 
Service required under the Grant Agreement.  SANDAG is obligated and expects to provide funds to 
MTS for the acquisition of LRVs and Project operations, but MTS is solely responsible for managing 
such acquisition and operation of the Project, and SANDAG may have limited, if any, rights to intervene 
in the management of such acquisition and operation.  Further, SANDAG is currently in compliance with 
FTA’s regulatory requirements set forth in the Grant Agreement.  See “THE GRANT AGREEMENT” 
and “APPENDIX A – THE GRANT AGREEMENT.” 

Construction and Project Funding Risk 

Construction of the Project has not yet been completed, and as with any major construction effort, 
the completion of the Project involves many risks, including shortages of materials and labor, work 
stoppages, labor disputes, weather interferences, earthquakes, unforeseen engineering, environmental or 
geological problems, seismic events, power outages, remediation of hazardous waste and related 
materials, increased costs and delays related to right-of-way acquisitions, and unanticipated cost overruns 
in excess of the allocated and unallocated contingencies, any of which could increase the cost or delay the 
construction of the Project.  See “Risk of Earthquake” and “Risk of Wildfire” below.  There can be no 
assurance that the Project will be completed on the timetable projected by SANDAG or within the budget 
and other assumptions used by SANDAG.   

In the Grant Agreement, SANDAG has covenanted to pay for any Project budget shortfall out of 
its own funding sources.  See “Default Under Grant Agreement,” “THE GRANT AGREEMENT—
Noncompliance” and “APPENDIX A – THE GRANT AGREEMENT.” 

Natural Hazards & Other Events  

Earthquakes.  Earthquakes or other seismic activity have the potential to damage, or disrupt 
operations of, the Project.  For example, the Rose Canyon Fault Zone near the Project is capable of 
generating large magnitude earthquakes that could affect the Project structures and alignment as a result 
of strong seismic ground shaking.  The Project incorporates State seismic design standards to prevent 
structural collapse at these locations and reduce the exposure of people to harm from fault rupture 
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hazards.  Project structures are expected to remain standing during a strong earthquake, although they 
may be subject to damage that results in their closure or replacement and significant disruption to Project 
operations. See “Default Under Grant Agreement.”  The occurrence of an earthquake could cause damage 
to the Project and delays in construction or operation, and otherwise disrupt operations.  See 
“Construction and Project Funding Risk” and “Default Under Grant Agreement.”   

Wildfire.  The San Diego region is subject to both urban and wildland fires.  In urbanized areas of 
the San Diego region, the land is highly developed with buildings, streets, and hardscape.  In most of 
these urbanized areas, there are canyons and other strips or areas of native vegetation that are susceptible 
to wildland fires.  The Project lies within an urbanized area and a portion of the alignment runs through 
the Rose Canyon area where native vegetation exists.  A wildfire could cause damage to the Project and 
delays in construction or operation, and otherwise disrupt operations.  See “Construction and Project 
Funding Risk” and “Default Under Grant Agreement.”      

Climate Change & Other Hazards.  Hazards relating to climate change include sea level rise, 
flooding, heat wave, and severe storm and wind.  Any such events, if unmitigated, may have major 
impacts to Project construction and Project operations.  If such events occurred after revenue service of 
the Project, the impacts may directly impact patron safety, cause service disruptions and require 
prolonged recovery.  See “Construction and Project Funding Risk” and “Default Under Grant 
Agreement.” 

Other Force Majeure Events.  The construction and operation of the Project is also at risk from 
other events of force majeure, such as damaging storms, winds and floods, fires and explosions, spills of 
hazardous substances, strikes and lockouts, sabotage, wars, blockades and riots.  SANDAG cannot predict 
the potential impact of such events on Project construction and planned operations.  See “Construction 
and Project Funding Risk” and “Default Under Grant Agreement.” 

FTA may determine in its sole discretion to waive certain breaches of SANDAG’s obligations 
under the Grant Agreement for events or circumstances beyond SANDAG’s control, or if the FTA 
determines that a waiver is in the interests of the United States. 

Cybersecurity 

In the course of its daily business, SANDAG collects and stores sensitive data, including financial 
information, security information, proprietary business information, information regarding customers, 
suppliers and business partners, and personally identifiable information of customers and employees.  The 
secure processing, maintenance and transmission of this information is critical to certain of SANDAG’s 
operations, including operations of the South Bay Expressway.  Despite security and other technical 
measures currently in place and those which may be adopted in the future, information technology and 
infrastructure may be vulnerable to attacks by hackers or other breaches, including as a result of employee 
error, malfeasance or other disruptions or failures.  Any such breach, disruption or other failure could 
compromise networks, and the information stored there could be accessed, disrupted, publicly disclosed, 
lost or stolen.  Any such access, disruption, disclosure, theft or other loss of information could result in 
disruptions to SANDAG’s operations and financial or other activities, including as they relate to the 
Project or the Grant Agreement or otherwise, or legal claims or proceedings, including pursuant to laws 
that protect the privacy of personal information, or regulatory penalties.  In addition, such access, 
disruption, disclosure, theft or other loss of information to any of MTS’s operations and financial or other 
activities could result in disruptions to Project operations.  See “Default Under Grant Agreement.” 
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Limitations on Remedies of Bondholders 

The remedies available upon an event of default under the Indenture are limited, particularly in 
instances resulting from a failure of FTA to pay Grant Proceeds to SANDAG in amounts sufficient to pay 
principal and interest when due on the Bonds.  See “—Uncertainties in Federal Funding.”  Such remedies 
are also in many respects dependent upon judicial actions, which may be subject to discretion and delay.  
The various legal opinions to be delivered concurrently with the delivery of the Bonds will be qualified as 
to the enforceability of the various documents by bankruptcy, insolvency or other similar laws affecting 
the rights of creditors generally.  See “—Bankruptcy Risks.” 

Financial and Operating Risks of the South Bay Expressway 

SANDAG operates the South Bay Expressway.  See “SANDAG—Toll and Transit Operations; 
Toll Revenue Debt—South Bay Expressway.”   

Toll Revenues and the Toll Revenue Bond Trust Estate do not secure repayment of the Bonds.  
However, while SANDAG’s financial obligations with respect to the South Bay Expressway and the Toll 
Revenue Bonds are limited to the Toll Revenue Bond Trust Estate, including Toll Revenues, any defaults 
or other operational or financial issues affecting the South Bay Expressway may also affect SANDAG as 
a whole, including, for example, were the South Bay Expressway to experience financial difficulty severe 
enough to justify protection under the Bankruptcy Code.  In that case, SANDAG would be the entity 
filing for Chapter 9 bankruptcy.  See “Bankruptcy Risks” below.  

Bankruptcy Risks 

SANDAG is authorized under State and federal law to file for bankruptcy under Chapter 9 of the 
United States Bankruptcy Code (the “Bankruptcy Code”), subject to certain requirements set forth in 
State law and the Bankruptcy Code.  Were SANDAG ever to file for bankruptcy, there could be adverse 
effects on the holders of the Bonds. 

If SANDAG is in bankruptcy, the parties (including the Trustee and the holders of the Bonds) 
may be prohibited from taking any action to collect any amount from SANDAG or to enforce any 
obligation of SANDAG, unless the permission of the bankruptcy court is obtained. In particular, the 
Trustee may be prevented from foreclosing on the Grant Receipts or any other collateral that secures the 
Bonds. These restrictions may also prevent the Trustee from making payments to the holders of the Bonds 
from funds in the Trustee’s possession.  

SANDAG as a debtor in bankruptcy may be able to borrow additional money that is secured by a 
lien on any of its property (including Grant Receipts), which lien could have priority over the lien of the 
Indenture, or to cause some Grant Receipts to be released to it, free and clear of lien of the Indenture, in 
each case provided that the bankruptcy court determines that the rights of the Trustee and the holders of 
the Bonds will be adequately protected. SANDAG may also be able, without the consent and over the 
objection of the Trustee and the holders of the Bonds, to alter the priority, interest rate, principal amount, 
payment terms, collateral, maturity dates, payment sources, covenants (including tax-related covenants), 
and other terms or provisions of the Indenture and the Bonds as long as the bankruptcy court determines 
that the alterations are fair and equitable. 

The lien of the Indenture will likely not attach to any Grant Receipts that SANDAG receives after 
the filing of a bankruptcy petition. Under such circumstances, it is not clear whether the holders of the 
Bonds would be treated as general unsecured creditors of SANDAG or whether the holders of the Bonds 
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would have no further claim against any assets of SANDAG. In either case, the holders of the Bonds 
could suffer substantial losses. 

SANDAG is permitted to hold Grant Receipts for one day before turning them over to the 
Trustee. If SANDAG were to go into bankruptcy, the Trustee and the holders of the Bonds may not have 
a valid or priority interest in any Grant Receipts that are in the possession of SANDAG or that have not 
been remitted to the Trustee at the time of the commencement of the bankruptcy. SANDAG may not be 
required to remit to the Trustee any Grant Receipts that are in its possession or under its control at the 
time it enters bankruptcy. 

Actions could be taken in a bankruptcy of SANDAG that could adversely affect the exclusion of 
interest on the Bonds from gross income for federal income tax purposes. 

There may be delays in payments on the Bonds while the bankruptcy court considers any of these 
issues. There may also be other possible effects of a bankruptcy of SANDAG that could result in delays 
or reductions in payments on, or other losses with respect to, the Bonds. Regardless of any specific 
adverse determinations in a SANDAG bankruptcy proceeding, the fact of a SANDAG bankruptcy 
proceeding could have an adverse effect on the liquidity and value of the Bonds. 

Bonds Subject to Redemption Prior to Maturity 

The maturities of the Bonds have been structured on the basis of certain assumptions as to the 
amount and timing of the receipt of Grant Receipts by SANDAG including an assumption that may 
accommodate certain delays in the anticipated receipt of Grant Receipts.  If Grant Receipts are received 
by SANDAG in the amounts and at the times anticipated, all or a portion of the Bonds may be redeemed 
prior to maturity at a redemption price equal to the principal amount thereof without penalty.  See “THE 
BONDS—Optional Redemption,” and “ – Redemption or Defeasance by Operation of the Redemption 
Account; Turbo Redemption of Series 2019B Bonds,” and “SECURITY FOR THE BONDS – Projected 
Grant Receipts” and “ – Semi-Annual Debt Service Based on Projected Grant Receipts and Early 
Redemption.”   

No Acceleration  

The Indenture does not contain a provision allowing for the acceleration of the Bonds in the event 
of a default in the payment of principal and interest on the Bonds when due.  In the event of a default 
under the Indenture, each Bondholder will have the right to exercise the remedies provided in the 
Indenture, subject to the rights of an insurer of the Bonds.  See “APPENDIX B—SUMMARY OF THE 
INDENTURE—Events of Default and Remedies.” 

State Legislation  

SANDAG was created in the 1970s as a Joint Powers Authority composed of various cities in the 
County that desired to voluntarily carry out regional planning activities as a joint enterprise. SANDAG’s 
governance structure was codified into State law by State statute in 2002. The State Legislature can alter 
the governance and structure of SANDAG.  In 2017, AB 805 was enacted which changed the voting 
mechanisms of the Board of Directors of SANDAG and provided for additional audit requirements.  The 
State Legislature can adopt statutory changes that could materially impact the composition of the Board 
of Directors or composition of management, or impose new requirements or standards, any of which 
could cause material changes for SANDAG policy objectives or how it operates.  Any of these changes, 
in turn, could affect how SANDAG approaches its management of the Project and the Grant Agreement.  
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Similarly, State legislation could impact the operation of the Project by MTS.  See “Default Under Grant 
Agreement.”   

Loss of Federal Tax Exemption 

Interest on the Bonds could become includable in federal gross income, possibly from the date of 
issuance of the Bonds, as a result of acts or omissions of SANDAG subsequent to the issuance of the 
Bonds.  Should interest become includable in federal gross income, the Bonds are not subject to 
redemption by reason thereof and will remain outstanding until maturity or earlier redemption.  See “TAX 
MATTERS.” 

Pension Reform and Grant Funding 

In October 2013 temporary legislation was passed exempting represented transit workers from the 
Public Employee’s Pension Reform Act of 2013 (“PEPRA”) which had been enacted in 2012 and took 
effect on January 1, 2013.  The temporary legislation was required because the United States Department 
of Labor (“DOL”) had refused to certify federal funding grants based on its determination that PEPRA 
infringed upon transit workers’ collective bargaining rights.  DOL certification is required for the FTA to 
approve and pay grants.  Absent that certification, transit agencies in California could not receive federal 
funds.  Once the temporary legislation was enacted, making represented transit employees exempt from 
PEPRA, the DOL permitted the release of federal funds to transit agencies. 

The State (and the Sacramento Regional Transit Agency) brought litigation in the U.S. District 
Court, Eastern District of California (the “District Court”), which challenged the DOL’s determination 
that PEPRA interfered with collective bargaining rights.  On December 30, 2014, the District Court 
issued a ruling that the DOL’s refusal to certify the federal grants was arbitrary and capricious.  The 
District Court remanded the issue back to the DOL with instructions that it act in accordance with the 
District Court’s order.   

The legislation which exempted transit employees from PEPRA by its terms was to expire in 
2015 or upon a determination by the District Court that the DOL erred in refusing to certify the federal 
funds.  As a result, the temporary exemption expired on December 30, 2014, and all transit employees 
became subject to PEPRA. 

Thereafter, the DOL took the position that the District Court’s ruling did nothing more than 
require it to reconsider whether PEPRA infringes upon collective bargaining rights.  However, the DOL 
did agree to conditionally certify the federal grants subject to certain terms and conditions.  Those 
conditions require certain transit agencies to potentially return the grant funds or alternatively to 
reimburse employees for pension contributions.  Federal transit funds were being provided subject to 
these conditions.  The parties returned to District Court to, again, address the DOL’s position.  The 
District Court, again, ruled that the DOL’s determination that PEPRA interfered with collective 
bargaining rights was in error.  The decision is now final. 

FTA guidance provides that before FTA awards an FFGA, FTA must submit the entire “project” 
to the DOL to enable the DOL to certify the labor protection arrangements for the project in accordance 
with Section 5333 of Title 49 of the U.S. Code. For the DOL to certify a project in its entirety, the 
applicant for an FFGA and FTA must present the requisite information covering the entire scope of the 
project and indicate the amount of the Maximum Federal New Starts Financial Contribution. If the DOL 
certifies the project in full at the amount of the Maximum Federal New Starts Financial Contribution, an 
FTA amendment authorizing the Grantee to draw down a portion of the Maximum Federal New Starts 
Financial Contribution will not require a new referral for a new DOL certification. A new referral and 
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new DOL certification will be required if: (1) the amount of the funds to be drawn down, added to the 
amount of funds previously drawn down, exceeds the Maximum Federal New Starts Financial 
Contribution for the project; or (2) if the amendment is for something outside the scope of the original 
project.   

SANDAG is a “public employer” pursuant to the definitions set forth in PEPRA and is subject to 
the requirements therein. SANDAG has implemented all applicable PEPRA requirements as of the 
effective date of the legislation. Currently, SANDAG does not directly engage in any transit operating 
services and does not employ any transit workers.  The DOL certified the Project prior to execution of the 
Grant Agreement. 

LEGAL MATTERS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion of 
Norton Rose Fulbright US LLP, Bond Counsel to SANDAG. Bond Counsel expects to deliver an opinion 
with respect to the Bonds at the time of issuance substantially in the form set forth in Appendix F hereto. 
Bond Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official 
Statement. Certain legal matters will be passed upon for SANDAG by Orrick, Herrington & Sutcliffe 
LLP, as Disclosure Counsel to SANDAG and by the General Counsel to SANDAG, and for the 
Underwriters by Nixon Peabody LLP, Underwriters’ Counsel. 

TAX MATTERS 

Federal Tax-Exemption 

In the opinion of Norton Rose Fulbright US LLP, Los Angeles, California, Bond Counsel to 
SANDAG, under existing statutes, regulations, rulings and judicial decisions, and assuming compliance 
by SANDAG with certain covenants in the Indenture and other documents pertaining to the Bonds and 
requirements of the Internal Revenue Code of 1986, as amended (the “Code”), regarding the use, 
expenditure and investment of proceeds of the Bonds and the timely payment of certain investment 
earnings to the United States, interest on the Bonds is not includable in the gross income of the owners of 
the Bonds for federal income tax purposes.  Failure to comply with such covenants and requirements may 
cause interest on the Bonds to be included in gross income retroactive to the date of issuance of the 
Bonds. 

In the further opinion of Bond Counsel, interest on the Bonds is not treated as an item of tax 
preference for purposes of the federal alternative minimum tax. 

Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral federal 
income tax consequences to certain taxpayers, including, without limitation, financial institutions, 
property and casualty insurance companies, certain foreign corporations doing business in the United 
States, certain S corporations with excess passive income, individual recipients of Social Security or 
Railroad Retirement benefits, taxpayers that may be deemed to have incurred or continued indebtedness 
to purchase or carry tax-exempt obligations and taxpayers who may be eligible for the earned income tax 
credit.  Bond Counsel expresses no opinion with respect to any collateral tax consequences and, 
accordingly, prospective purchasers of the Bonds should consult their tax advisors as to the applicability 
of any collateral tax consequences. 

Certain requirements and procedures contained or referred to in the Indenture or in other 
documents pertaining to the Bonds may be changed, and certain actions may be taken or not taken, under 
the circumstances and subject to the terms and conditions set forth in such documents, upon the advice or 
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with the approving opinion of counsel nationally recognized in the area of tax-exempt obligations.  Bond 
Counsel expresses no opinion as to the effect of any change to any document pertaining to the Bonds or 
of any action taken or not taken where such change is made or action is taken or not taken without the 
approval of Norton Rose Fulbright US LLP, or in reliance upon the advice of counsel other than Norton 
Rose Fulbright US LLP, with respect to the exclusion from gross income of the interest on the Bonds for 
federal income tax purposes. 

Bond Counsel’s opinion is not a guarantee of result, but represents its legal judgment based upon 
its review of existing statutes, regulations, published rulings and court decisions and the representations 
and covenants of SANDAG described above.  No ruling has been sought from the Internal Revenue 
Service (the “IRS”) with respect to the matters addressed in the opinion of Bond Counsel, and Bond 
Counsel’s opinion is not binding on the IRS.  The IRS has an ongoing program of examining the tax-
exempt status of the interest on municipal obligations.  If an examination of the Bonds is commenced, 
under current procedures the IRS is likely to treat SANDAG as the “taxpayer,” and the owners of the 
Bonds would have no right to participate in the examination process.  In responding to or defending an 
examination of the tax-exempt status of the interest on the Bonds, SANDAG may have different or 
conflicting interests from the owners.  Additionally, public awareness of any future examination of the 
Bonds could adversely affect the value and liquidity of the Bonds during the pendency of the 
examination, regardless of its ultimate outcome. 

Tax Accounting Treatment of Bond Premium and Original Issue Discount 

Bond Premium.  To the extent that a purchaser of a Bond acquires that Bond at a price in excess 
of the amount payable at maturity, such excess will constitute “bond premium” under the Code.  The 
Code and applicable Treasury Regulations provide generally that bond premium on a tax-exempt 
obligation is amortized over the remaining term of the obligation (or a shorter period in the case of certain 
callable obligations) based on the obligation’s yield to maturity (or shorter period in the case of certain 
callable obligations); that the amount of premium so amortized reduces the owner’s basis in such 
obligation for federal income tax purposes; and that such amortized premium is not deductible for federal 
income tax purposes.  Such reduction in basis will increase the amount of any gain (or decrease the 
amount of any loss) to be recognized for federal income tax purposes upon a sale or other taxable 
disposition of the obligation.  

Original Issue Discount.  The excess, if any, of the stated redemption price at maturity of Bonds 
of a maturity over the initial offering price to the public of the Bonds of that maturity is “original issue 
discount.” Original issue discount accruing on a Bond is treated as interest excluded from the gross 
income of the owner of such Bond for federal income tax purposes under the same conditions and 
limitations as are applicable to interest on such Bond.  Original issue discount on any Bond purchased at 
such initial offering price and pursuant to such initial offering accrues on a semiannual basis over the term 
of the Bond on the basis of a constant yield and, within each semiannual period, accrues on a ratable daily 
basis.  The amount of original issue discount on such a Bond accruing during each period is added to the 
adjusted basis of such Bond, which will affect the amount of taxable gain upon disposition (including 
sale, redemption or payment on maturity) of such Bond.  The Code includes certain provisions relating to 
the accrual of original issue discount in the case of owners of Bonds that have purchased such Bonds 
other than at the initial offering price and pursuant to the initial offering. 

Bond Counsel are not opining on the accounting for or consequence to a Bond purchaser of bond 
premium or original issue discount on the Bonds.  Persons considering the purchase of Bonds with bond 
premium or original issue discount should consult with their own tax advisors with respect to the 
determination of bond premium or original issue discount on such Bonds for federal income tax purposes, 
and with respect to the state and local tax consequences of owning and disposing of such Bonds. 

53

**DRAFT**v2



 

 46 

Information Reporting and Backup Withholding 

Interest paid on the Bonds will be subject to information reporting in a manner similar to interest 
paid on taxable obligations.  Although such reporting requirement does not, in and of itself, affect the 
excludability of such interest from gross income for federal income tax purposes, such reporting 
requirement causes the payment of interest on the Bonds to be subject to backup withholding if such 
interest is paid to beneficial owners who (a) are not “exempt recipients,” and (b) either fail to provide 
certain identifying information (such as the beneficial owner’s taxpayer identification number) in the 
required manner or have been identified by the IRS as having failed to report all interest and dividends 
required to be shown on their income tax returns.  Generally, individuals are not exempt recipients, 
whereas corporations and certain other entities are exempt recipients.  Amounts withheld under the 
backup withholding rules from a payment to a beneficial owner are allowed as a refund or credit against 
such beneficial owner’s federal income tax liability so long as the required information is furnished to the 
IRS. 

State Tax Exemption 

In the further opinion of Bond Counsel, interest on the Bonds is exempt from personal income 
taxes imposed by the State of California. 

Future Developments 

Existing law may change to reduce or eliminate the benefit to bondholders of the exclusion of the 
interest on the Bonds from gross income for federal income tax purposes or of the exemption of interest 
on the Bonds from State of California personal income taxation.  Any proposed legislation or 
administrative action, whether or not taken, could also affect the value and marketability of the Bonds.   
Prospective purchasers of the Bonds should consult with their own tax advisors with respect to any 
proposed or future change in tax law. 

A copy of the form of opinion of Bond Counsel relating to the Bonds is included in Appendix F 
hereto. 

LITIGATION 

To the knowledge of SANDAG, there is no litigation pending or threatened that would in any 
way (i) restrain or enjoin the issuance, sale or delivery of the Bonds or (ii) question the validity of the 
Bonds or the authority of SANDAG to make principal and interest payments or to collect Grant Receipts 
to pay the Bonds. 

SANDAG is a defendant in various legal actions resulting from normal operations.  Although the 
outcome of such actions cannot presently be determined, it is the opinion of management and SANDAG’s 
legal counsel that settlement of these matters will not have a material adverse effect on SANDAG’s 
ability to pay debt service on the Bonds, or on SANDAG’s financial position, results of operations or cash 
flows. 

In April 2019, plaintiff Luis Quintero filed a complaint in San Diego County Superior Court (the 
“Court”) against SANDAG seeking primarily damages but also injunctive relief on behalf of himself and 
a putative class of other users of the South Bay Expressway toll facility.  In the class action complaint, 
plaintiff alleges that SANDAG transmits such users’ personally identifiable information (“PII”) to various 
unauthorized third parties in violation of California Streets and Highways Code section 31490 (“Section 
31490”).  The complaint also alleges a common law negligence claim based on the same alleged improper 
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transmittals. The complaint alleges that the putative class consists of all users of the South Bay 
Expressway whose PII was alleged to have been transmitted to third parties beginning on January 1, 
2011.  Between January 1, 2011 and June 30, 2018, motorists made an average of approximately 
14,000,000 trips using the South Bay Expressway toll facility.  Section 31490 provides for statutory 
damages of equal to the greater of actual damages or $2,500 for each individual knowing violation, or 
$4,000 if a knowing violation occurred three or more times.  Plaintiff also requests punitive damages and 
attorneys’ fees and costs.  On June 4, 2019, SANDAG filed a motion to strike the class allegations with 
the Court.  The hearing is currently scheduled for October 18, 2019.   

SANDAG intends to vigorously defend the lawsuit.  Even were the court to ultimately find in 
favor of the plaintiff, SANDAG would not expect any judgment or other settlement to be payable from 
Grant Receipts; however, at this preliminary stage, SANDAG cannot predict the ultimate outcome of the 
suit, its financial or other impacts on SANDAG, or the timing of any decisions by the court with respect 
to such matters.  

RATING 

The Bonds have been assigned a rating of “A- (stable outlook)” by S&P Global Ratings (“S&P”).  
Rating agencies generally base their ratings on their own investigations, studies and assumptions as well 
as information and materials furnished to them (which may include information and materials from 
SANDAG, which are not included in this Official Statement). The rating reflects only the view of the 
rating agency furnishing the same, and any explanation of the significance of such rating should be 
obtained only from the rating agency providing the same. Such rating is not a recommendation to buy, 
sell or hold the Bonds.  There is no assurance that any rating will continue for any given period of time or 
that it will not be revised downward or withdrawn entirely by the rating agency providing the same, if, in 
the judgment of such rating agency, circumstances so warrant. Any such downward revision or 
withdrawal of a rating may have an adverse effect on the market price of the Bonds. Neither the 
Underwriters nor SANDAG has undertaken any responsibility after the offering of the Bonds to assure 
the maintenance of the rating or to oppose any such revision or withdrawal. 

MUNICIPAL ADVISOR 

PFM Financial Advisors, LLC has served as Municipal Advisor to SANDAG in connection with 
the issuance of the Bonds.  The Municipal Advisor is not obligated to undertake, and has not undertaken 
to make, an independent verification or assume responsibility for the accuracy, completeness, or fairness 
of the information contained in this Official Statement.  PFM Financial Advisors, LLC is an independent 
registered municipal advisory firm and is not engaged in the business of underwriting municipal bonds or 
other securities. 

CONTINUING DISCLOSURE 

SANDAG will execute a continuing disclosure agreement (the “Continuing Disclosure 
Agreement”), pursuant to which SANDAG will covenant for the benefit of the owners of the Bonds to 
provide annually certain financial information and operating data by not later than 210 days after the end 
of the prior fiscal year, commencing with fiscal year 2018-19 (the “Annual Report”), and to provide 
notices of the occurrence of certain enumerated events (the “Notice Events”) in a timely manner. The 
Annual Reports and Notice Events will be filed with the Municipal Securities Rulemaking Board 
Electronic Municipal Market Access system. These covenants will be made to assist the Underwriters in 
complying with Rule 15c2-12, as amended, adopted by the SEC under the Securities Exchange Act of 
1934, as amended. See APPENDIX D –“FORM OF CONTINUING DISCLOSURE AGREEMENT.” 
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SANDAG’s Annual Report for fiscal year 2017-18 with respect to its outstanding Toll Revenue 
Bonds did not include an updated debt service coverage ratio with respect to the Toll Revenue Bonds, as 
no debt service was payable with respect to the Toll Revenue Bonds in fiscal year 2017-18.  The 
remaining information for fiscal year 2017-18 of the type found in the table “Projected Revenues, 
Operating Expenses and Debt Service Coverage Ratio” in the official statement relating to the Toll 
Revenue Bonds was included in SANDAG’s Annual Report; however, it was not presented in the same 
format found in the table. 

UNDERWRITING 

The Bonds are being purchased for reoffering to the public by Wells Fargo Securities, Citigroup 
Global Markets Inc., Goldman Sachs & Co. LLC and J.P. Morgan Securities LLC, (collectively, the 
“Underwriters”) pursuant to the terms of a bond purchase agreement executed on July 30, 2019 (the 
“Purchase Agreement”), by and between SANDAG and the Underwriters. The Underwriters have agreed 
to purchase the Bonds at a price of $370,172,288.75 (which represents the aggregate principal amount of 
the Bonds, plus original issue premium of $35,972,525.75, and less Underwriters’ discount in the amount 
of $800,237.00). The Purchase Agreement provides that the Underwriters will purchase all of the Bonds, 
subject to certain terms and conditions set forth in the Purchase Agreement, including the approval of 
certain legal matters by counsel. 

The Underwriters may offer and sell the Bonds to certain dealers and others at prices lower than 
the public offering prices shown on the inside front cover page of this Official Statement. The offering 
prices may be changed from time to time by the Underwriters. 

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

In the ordinary course of their various business activities, the Underwriters and their respective 
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or 
related derivative securities) and financial instruments (which may include bank loans and/or credit 
default swaps) for their own account and for the accounts of their customers and may at any time hold 
long and short positions in such securities and instruments.  Such investment and securities activities may 
involve securities and instruments of SANDAG or the Commission.  The market activities of the 
Underwriters and other market participants may impact the value of the Bonds.  The Underwriters have 
indicated that their respective affiliates may also communicate independent investment recommendations, 
market color or trading ideas and/or publish or express independent research views in respect of such 
assets, securities or instruments and may at any time hold, or recommend to clients that they should 
acquire, long and/or short positions in such assets, securities and instruments. 

Wells Fargo Bank, National Association is the trade name for certain securities-related capital 
markets and investment banking services of Wells Fargo & Company and its subsidiaries, including 
Wells Fargo Bank, National Association, which conducts its municipal securities sales, trading and 
underwriting operations through the Wells Fargo Securities Municipal Products Group, a separately 
identifiable department of Wells Fargo Bank, National Association, registered with the Securities and 
Exchange Commission as a municipal securities dealer pursuant to Section 15B(a) of the Securities 
Exchange Act of 1934. 
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Wells Fargo Bank, National Association, acting through its Municipal Products Group 
(“WFBNA”), the sole underwriter of the Bonds, has entered into an agreement (the “WFA Distribution 
Agreement”) with its affiliate, Wells Fargo Clearing Services, LLC (which uses the trade name "Wells 
Fargo Advisors") (“WFA”), for the distribution of certain municipal securities offerings, including the 
Bonds. Pursuant to the WFA Distribution Agreement, WFBNA will share a portion of its underwriting or 
remarketing agent compensation, as applicable, with respect to the Bonds with WFA. WFBNA has also 
entered into an agreement (the “WFSLLC Distribution Agreement”) with its affiliate Wells Fargo 
Securities; LLC (“WFSLLC”), for the distribution of municipal securities offerings, including the Bonds. 
Pursuant to the WFSLLC Distribution Agreement, WFBNA pays a portion of WFSLLC's expenses based 
on its municipal securities transactions. WFBNA, WFSLLC, and WFA are each wholly-owned 
subsidiaries of Wells Fargo & Company. 

Certain subsidiaries of Wells Fargo & Company (parent company of Wells Fargo Bank, National 
Association, serving as underwriter for the Bonds through the Wells Fargo Bank, N.A. Municipal 
Products Group) have provided, from time to time, investment banking services or commercial banking 
services to SANDAG, for which they have received customary compensation. Wells Fargo & Company 
or its subsidiaries may, from time to time, engage in transactions with and perform services for SANDAG 
in the ordinary course of their respective businesses. 

Citigroup Global Markets Inc., an Underwriter of the Bonds, has entered into a retail distribution 
agreement with Fidelity Capital Markets, a division of National Financial Services LLC (together with its 
affiliates, “Fidelity”). Under this distribution agreement, Citigroup Global Markets Inc. may distribute 
municipal securities to retail investors at the original issue price through Fidelity.  As part of this 
arrangement, Citigroup Global Markets Inc. will compensate Fidelity for its selling efforts with respect to 
the Bonds. 

J.P. Morgan Securities LLC (“JPMS”), an Underwriter of the Bonds, has entered into negotiated 
dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab & Co., Inc. (“CS&Co.”) 
and LPL Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original 
issue prices.  Pursuant to each Dealer Agreement, each of CS&Co. and LPL may purchase the Bonds 
from JPMS at the original issue price less a negotiated portion of the selling concession applicable to any 
Bonds that such firm sells. 

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANTS 

Financial  information  relating  to  SANDAG  is  included  in  SANDAG’s  Comprehensive 
Annual Financial Report for the Fiscal Year Ended June 30, 2018, which are included as Appendix C to  
this  Official  Statement.    The  financial  statements  of  SANDAG  included  in  Appendix  C  have  
been  audited  by  Crowe  LLP,  Certified  Public  Accountants  (the  “Auditors”),  as  stated  in  their  
report  appearing in Appendix C.  The Auditors were not requested to consent to the inclusion of their 
report in Appendix  C,  nor  have  they  undertaken  to  update  their  report  or  to  take  any  action  
intended  or  likely  to  elicit  information  concerning  the  accuracy,  completeness  or  fairness  of  the  
statements  made  in  this  Official Statement, and no opinion is expressed by the Auditors with respect to 
any event subsequent to the date of their report. 

The Bonds are limited obligations of SANDAG payable solely from and secured solely by 
Grant Receipts, amounts on deposit in the funds and accounts established under the Indenture 
(except the Rebate Fund), and investment earnings thereon.  The Bonds are not a general obligation 
of SANDAG, and the revenues of SANDAG (other than as described above) are not pledged for the 
payment of the Bonds or the interest thereon. 
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MISCELLANEOUS 

This Official Statement is not to be construed as a contract or agreement between SANDAG and 
the purchasers, holders or beneficial owners of any of the Bonds.  All of the summaries of the Bonds, the 
Indenture, the Grant Agreement, applicable legislation and other agreements and documents in this 
Official Statement are made subject to the provisions of the Bonds and such documents, respectively, and 
do not purport to be complete statements of any or all of such provisions.  Reference is hereby made to 
such documents on file with SANDAG for further information in connection therewith. 

Any statements made in this Official Statement involving matters of opinion or of estimates, 
whether or not expressly stated, are set forth as such and not as representations of fact, and no 
representation is made that any of the estimates will be realized. 
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The execution and delivery of this Official Statement by the Executive Director of SANDAG has 
been duly authorized by SANDAG. 

 SAN DIEGO ASSOCIATION OF 
GOVERNMENTS 

  
  
  
 By                      /s/ Hasan Ikhrata 
 Executive Director 
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UNITED STATES OF AMERICA 
DEP ARTMENT OF TRANSPORTATION 
FEDERAL TRANSIT ADMINISTRATION 

FULL FUNDING GRANT AGREEMENT 
(FTA FFGA-22, October 1,2015) 

On the date the authorized U.S. Department of Transportation, Federal Transit Administration 
(FTA) official signs this Full Funding Grant Agreement, the Go"vemm'ent (ETA) has Awarded 
Federal assistance in support of the Project described below. Upon Execution of this Full 
Funding Grant Agreement by the Grantee named below, the Grantee affirms this Award by the 
Govenunent (FTA A "Yard), and enters into this. full, Fundi'ng Grant Agreement ~ith FTA . The 
following documents are incorporated by reference and made P<!!i of this Full Funding Grant 
Agreement : 

(I) "Federal Transit Administration Master Agreement,"' FTA MA(22), October l, 2015 , 
http://www.fta.dot.gov/documents/22-Master.pdr; 

(2) The Certifications and Assurances appl.icabfe to .the Project that the Grantee has selected and 
provided to FT A; and 

(3) Any Award notitiJcation containing special conditions or requirements, if issued. 

FTAAWARD 

The Government (FT A) hereby awards a Full Funding Grant as follows: 

Projec.t Number(s) : CA- 2016-021-00 

Grantee: San Diego Association of Govemmen'ls, San Diego, California 

Citation of Statutes Authorizing the Project : 49 U.S.c. §:§ 5J"09(b), 5309(d) 

Estimated Net Project C6st:: $2 ,171,200,545 

Maximum FTA Amount Awarded. including this amendment: $100,000,000 

Amount of this FTA Award: $100,000,000 

Maximum Federal New Starts Financial Contribution:' $1,043,380,000 

Maximum Percentage of FTA Participation : 48.06 percent 

Maximum Percentage of New Starts Participation: 48.06 percent 
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Dates of U. S. Department of Labor Certifications of Transit Employee Protective 
. ("' ...... , Arrangements: 

Original Project or 
Amendment Numbers 

CA.·20 16·021·00 

Certification Dates 

July 11, 20'16 

Revenue Service Date: November 2J, 2022 

Pr:oject Descri'ptipDi 

The Mid-Coast Corridor Transit Project (the: Project) would extend the San Diego Trolley Blue 
Line from the Santa Fe Depot in downtown San Diego to the University Town Center (UTC) 
Transi .. Center in University City, The Project would use tl"1-e e'xisting Trolley tracks for 
approxirn'ately 3,.5 mIles from the Santa Fe Depot to a point just north of the Old Town Transit 
Center (OTIC) and south of the San Diego River. 

The Proj,ect consists of the design and construction of a 10.92 mile dual·track LRT extension of 
the San Dieg9 iyfet.ropolitan Transit System's (MTS) existing Blue Line. The project includes 
nine stations (four at-grade and five e·levated). three park.and·ride facilities, two shared use: 
parKing'lots with 'a total of 1,170 spaces, two transfer centers, and,36 light rair vehicles. 

For a. more detailed description, see Attachments 1 and 2. 

2 
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UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
FEDERAL TRANSIT ADMINISTRATION 

F·ULL FUNDING. .GRANT AQREELM~l"T TERMS AND CONDITIONS 

THIS FEDERAL TRANSIT ADMINISTRATION FULL FUNDING GRANT 
AGREEMENT (Agreement) is entered into by the San Diego Association of Governments 
(SAND~AG) (Grantee) and the United States of America, acting't\u:ough tbe United States 
Department of Transportation, Federal Transit Administration (FT A or Government). 

WHEREAS, the Grantee has detenninep ~hro1,lgh its local planning process that construdion of ._ 
the Mid-Coast-Corridor Transit Project (hereafter, the"'Proj"ect") will effectively an-d efficiently 
serve the transportation needs of the cities, townships, and counties in San Diego County, 
California.: 

WHEREAS, th·e Grantee has deve"ioped a~Financial Plan, as herein defined, using a combination 
of local; state, and Federal funds to finance the costs of the Project and, in accordance with its 
plan, has requested a Grant, as·herein defined, of Federal financial assistance i.'n the Project. 

WHEREAS, the Government has determined to enter into'this Agreement and to support. final 
design and construction of the Project up to a Ma-l'im1,.lIll Federal New Starts Financial 
Contribution of $\,043,380,000 in capital New Starts funds, subject to all the terms and 
conditions set forth in this Agreement. . .. 

WHEREAS, the Grant'ee has submitted its request for Federal assistance (the Application) and 
the Government has received and is relying upon the Grantee's assurances, certifications, and all 
other documents required as conditions precedent to a Grant of assistance by the Government for 
the P.roject; and, in its submissions, the Grantee has demonstrated justification for the Project, 
has demonstrated its financial, organizational, legal and technical capacity as is necessary to 
Complete the Project within the maximum amount of Federal assistance set forth in this 
Agreement, and has demonstrated the capability to secure non-Federal funds as may be 
necessary for such completion. 

;:to (WHEREAS·, the Government has determined that the Project is justified based on a 
comprehensive review:of its mobility improvements, environmentaJ benefits, cost effectiveness, 
land use, economic development em;cts, and congestion relief; the Project is supported by 
policies and land use patterns that promote public transportation, including plans for future land 

. use and rezoning, and economic development around public transportation stations; and the 
Project is supported by an acceptable degree of local fmancial commitment, including evidence 
of stable and dependable financing sources· to construct, maintain, and operate the Project.. 

WHEREAS, the Government and the Grantee have agreed that their respective duties and 
responsibilities as related to the completion of the Project shall be detennined by and under the 
terms and conditions of this Agreement and have agreed that this Agreement shall be recognized 
as the sole understanding between the Government and the Grantee in consideration oftl).e 
mutual promises as set forth in this Agreement . 

3 
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THEREFORE, in consideration of the above and the parties' mutual promises as set forth in this 
'" Federal Transit Administration Full Funding Grant Agreement, the Grantee and the Go"errunent 

agree to" the specific tenns, conditions, and provisions set forth in this entire Agreement 
including, in particular, the specific terms of the following Sections and A'ttachments: 

SECTION 1. DEFINITIONS 

. , ,~" ..... .I~.Agreemerit" means this Federal Transi"t f.;dministration Full Funding Grant Agreement 
. ·(FFGA) and·consists of all parts and documents listed in Section 20 of this Ag~emerit, 
·'::~Con"fents of Agreement," and Will in"elude all future addenda, substituti'ons"modifications and 

~ amendments as~and when legaUy executed and effective. (This definition supersedes the 
:-<1 definition of "Grant Agreement" set forth :~n Section 2.22 of the Fg<ihal Transit Adm-inistration 

-Master Agreement (Master Agreement), incorporated, by r~ference and made part of iliis 
Agl'~ement.) 

" "Application!' m~ansthose documents and written submissions filed by or on behalf of the 
,Grantee pursuant to its request for Federal financial assistance for support of the Project and 

• t: ,tl- ;relied upon:b.y the Government as satisfaction oftheJegal an<;i policy requirements Q.fGrant 
.' award. The·Application includes:all explanatory, supporting, or supplementary documents 

.' 

" l ,' 

. related to the Project·that the Goyemment relied upon in its determination to obligate and award 
'Federal funds for the Project. ([his defmition is intended to supplement the definition 
"ARplication" set forth in Section 2.1 of the Master Agreement, incorporated by-reference ancf - ~ 

made part of this Agreement.) 

, \ "'Baseline Cost Estimate" means the Application document described in Section [3 'of this 
- -Agreement and setJorth' in Attachment 3, The requirements.of the Baseline Cost Esti~ate are 

sel forth in FTA Circular 5200.1 A, "Full Funding Grant Agreements Guidance," as may be 
re:vised,from time to time, The Baseline C_Q~t Estirnat~ reflects the t~tal anticipated cost of the 
Rroject as of the Date ofthis Agreement. 

"Complete the Project'-' means to accomplish all of the sCQpe and activities of the Project as 
described-in Attachment 1, "Sco.pe of the Project," and Attachme'nt 2, "Proj.ect Descript·i'on.:' 

'!Date of th'is Agreement" means the date the Government a~ards this Full Funding Grant 
Agreement. 

"Estimated Net Project Cost" means'the amount that is.calculated by subtracting the cost that 
can reasonably be financed from the Grantee's reven\-\e ITom the total anticipated cost of the 
.J~roject as reflected in the "Baseline Cost Estimate," Attachment 3 to this Agreement. The 

.·i .' Estimated Net Project Cost is set forth in Sectlon 7 of this Agreement. -, 
/ 

. ,, '. , 

- "Financial Plan" means the' pJan accepted by the Go.vemment as part of the Application pro.cess 
describing the Grantee's financial condition and capabiljty to complete the Project and to 

. maintain and operate, the Project together with its existing transit system. It includes -all 
explanatory, supporting and supplementary documents, commitments, 8.1)d' agreements accepted 
or approved by the G'overnment. I 
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I " " 'iGovernment" means the United States of America, a6tihg·truougn the Federal.Transit 
Administration onhe United States Department of Transportation. 

" . 

;. 

" 

"Grantee" means the San Diego Association of Governments (SANDAG). 

"~Crant(s)" means, in~ingular and plural fonns, the obligation and award of Federal financial 
assistance by the Government pursuant to the laws codified at 49 U.S.C. Chapter:-S3, 

,~~ , 

"Local Share" means that portion of the Grantee's local financial commitment that is the' 
Grantee's legally required share of the Net Project Cost. '. 

", ,~ 

"Master Agreement" means the standard terms andiconditions a'pplicable to recipients of 
Federal financial .i'ssistan'c'e from the Govemm~nt. ltCis. updated aftd published annually. It is 
'incorpora~ted by reference and made part. of this Agreement -and identified in Federal Fiscal Year 
2015 by FTA Form MA(22) (October' I, 2015). . ~ ~ ,. " 

- ~ -. I ,0 .;; 

~ ~ j -.. .. t1'.~ -- :- ,:,: L.. ",Maximum Federal New Starts Financial Contribution" means the limit of Feder.al capital 
', :;; New Starts financial'participation'in the Project. (The ampunt, of.·the "Maximum Federal New 

... 'Starts Financial ContriOution" is set forth in Section 8' o(this Agreement, "Limitations of the' 
Federal Fund'ing Commitment," and is only a portion of the total Federal financ'ial contdby.tion 

• ~I,'" ' 

for the Project,) , 

"~j}ximum FTA Amount Awarded" means the total amount o'fFederal funds from all sources 
·administered by FTA and awarded for the Project, regardless of source, and available 'to the 

- 'Grantee" (This amount is set forth in the first page of this: Agreement.) 

"Net Proj ect ,Cost" means the cost of the ProjeCt that cannot reasonably be finan'ced from the' 
Grantee's revenues: '" 

"'Projecttl means the transit/transportation improvements the Grantee has promised t9 
• implement,as a condi.tion of its Full Funding Grant. A d~scriptibn of the' Project is set forth in 
Attachment I, "Scope of the Project." Activities to carry out the'project scope are set forth in 
Attachment 2, "Project Descripti,on," 

'~' 

" '''''Project Costs" means all costs eligible for Federal financial participation under the tenns of 
this Agreement and consistent w,ith the cost principles sef forth i,n Section 9 of the Master 
Agreement, "Payments." 

,,"Recovery,Plan" means a plan developed by the Grantee, and accepted by the Government, 
" 'whereby the Grantee will take every reasonable measure to minimize any delay 'in achieving the 

j - ' . ... baseline schedule, set forth,in Attachment 4 to this Agreement (the Baseline Schedule) and 
"eliminate or otherwise mitigate [recover] any increase in'the tota] 'project costs as currently· 
estimated, as compared to the total project cost identified in Attachment 3 to this Agreement (the 
Baseline Cost Estimate), " 

..l 
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, "Revenue Service Date" means the date certain upon which the Grantee shall commence 
revenue operations of the Project as defined in Section 5 of-this· Agreement. 

SECJ'lO~ 2; PURPOSES OF A6REEMENT 

Pursuant to 49 U.S.C, § 5309, the purposes of this Agreement are to: 

~ .' 
(ay provide Federal financial assistance to the Grantee (~' the fo~' of this Fui! Funding Grant 

and possible future awards of financial assistance as contemplated under this Agreement, not 
.... 1 to ex'ceed the Maximum Federal New Starts Financial Contribution for the Project, as is and 
,.'; may, be awarded ~der this Agreement and the laws cod,ifi~d at 49 U ,S ,c. Chapter" 53 for 

pu'rpo"se's, that are consistent with those statutes. implementing regulations, and other 
applicable laws and re'gulati'o~ns; It. 1_ 

~~~I:"·~ 

, "",' .,(b) describe the p'roject and set forth the mutual understandings" terms, condi'tions, rights ,and 
:'.,;; ," o_bligations~,of the'parties related to implementing the Project, theJuture mary,agement and 

,operatjon of-the Project, and ,the"manner in which Project real prpperty and equipment will 
be used; 

. ~ - '", -
, ·k ,_ .. I" '\ It 

(c) establish'the Maximum Fede,rafNew Starts Fin~cial Contribution for the Project, and the 
I "( manner in ,which all future Federal funds for the Project, if any, will be awarded and 

,.(d) 

released to the Grantee; , 

'establish the Grantee's financial commitment to .. the P,roject including its oblig~tion to fund 
-.the, LO,cal Share, its obiigatiol)~ to',Complete the Proj~ct with ~_specified amount of Federal 
. assistan£,e, its obligation to achieve revenue operation of the Project by a specified 'date, its: 
obli'gation to pay all costs necessary to Complete the Project that are in excess of the 
Estimated Net Project Cost, and its obligation to fj,nance, the future maintenance and 
operational costs of the Project; and 

:~ (~) facili~te timely and efficient management of the Proi~9t, 
,-

SECTION' 3. PREVIOUS FEDERAL DOCUMENTS AND GRANT~ 

(a~ q'ne Gov~rnment's laws, poUC:ies and procedures require tne completion of a project 
development process and environmental review prior to the Award and Execution of this 
Agreement. Prior, Grants of FederaCassistance awar4ed ~y the Government for this' project 
development process are descri bed in Attachment 5"to this -Agreement. These GraD-ts (and 
any other documents that are described in Attachment 5, including Letters of No Prejudice)· 
'are incorporated by reference ,and made part o(this Agreement, except for the terms and 

-', conditions' thereof specifically superseded by this-Ag!eement. Furtlier, in' executing this 
Agreement; the Grantee assures that the certifications and assurances (made by the Grantee 
or on behalf of the Grantee or by a third party) upo~ which the Government relied in these ' 
prior actions were made to the Government in good faith and to the best of the Grantee;s 
knowledge and belie£; and that the Grantee has no present knowledge of facts or ~ 
circumstances substantially affecting the continued validity of these certifications and 
assurances that the. Grantee has not fqrmally conveyed to the Government prior to the 
Government's Award of funding set forth in this Agreement. 

6 
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(b) This Agreement:does not discharge or rescind any of the tenns, conditions, Or obligations 
established.under the docliments set forth in Attaclunent 5 unless specifically staled 
otherwise herein. Further, the tenns, conditions 'and obligations of this Agreement take 
precedence over the provisions of all prior agreements related to the Project b,eJ.ween the 

, Grantee and the Government and will be controlling for all actions related to the Project 
,. '. taken after ·the' Date of thi's Agreement, unless specifically stated otherwise herein. 

, ." (' ). " . c No amendments w:ill be' sought',or approved to increase fhe amount of funds in the prior 
Grants listed in Attachment.S beyond' the amounts' described in this Agreement as avaiiable 
to the Project. "~, " 

-I SECTI0N '4. OBLIGATION TO COMPLETE THE-PROJECT' 

'(<!~""'The Government. has no obligation'to provide any financial assistance for'the Project beyond 
, . the Maximum Federal New'Starts Financial Contripution.- IfJhe total Federal funding 

provided uI}.der Section 8 of this Agreement, "Limitations of Federal Funding 
"". .Commitment," is insufficient to,undertake revert'ue service of the Project and the subsequent 

~ _ activities necessary to Complete.the project, the Grantee agrees to Complete the Project and 
't "~.<iI_ accepts sole responsibility for the payment of any additional costs,(overruns) .• 

(b). If at any time during its efforts to Complete the Project the Grantee detennines that the total 
" .l ,ProJect Cost will exceed.the Baseline Cost Estimate, the Grantee must immed-iately notify 

·l the Government ,of the amount._Qfthe difference and the reasOns-for the difference. Furthe~~ 
- .... the Grantee must provide,the Government with a Recovery Plan that demonstrates the 
, _ Grantee is taking and will take every reasonable meas.ure t.o eliminate [recover] the 

I ''''difference between the total Project' Cost and the Baseline Cost Estimate. Insofar as any 
~ difference between the total Project Cost and the Baseline Cost Estimate cannot'be 

.' " ... " eliminated [re,coyeredJ, the<Grapte~' m1,lst. secure and'provide such additional resources as are 
necessary to meet the additional costs and expeditiously complete the Project without further· 

q finanCial assistahce from the Federal capital Ne~v Starts pr.ognun. Further, in its Recovery 
" Plan, the,Grantee must identify the sources of funds it will draw upon to meet the additional 

.. costs and cover the difference between the t6tal Proj'ect Cost and the Baseline Cost Estimate, 

. ,SECT,IQN 5;' REVENUE SERVICE DATE AND LtV~LS OF SERVICE 

(a}! The Grantee agrees and'promises to achieve revenue:operations of the Project on, or before 
November 23, 2022, the Revenue Service Date, in accordance with the terms and conditions 
of this Agreement. -. " 

.,(b) The:Revenue Service Date is a significant tenn of this Agreement. The Grantee's failure to 
achieve the operational functions of the Project on or before the Revenue Service Date will 

~' constitute a breach of this Agreement. Upon the Grantee~s'request, the Government may 
determine,at its 'sole discre.tion to waive a breach or an anticipatory breach ofthj.~ Agreement 
and to extend the Revenue Service Date if there is an unavoidable delay in,achieving the 
operational goals of-the Project resulting from an event or circumstance beyond the control 
of tile GJ:?l1tee, or iI the Government detennines that allowing the delay is 'in the best interest 

,. of the Government and the success of'the Project. Requests by the Grantee for \yafver of a 
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breach or anticipatOlY breach of thi"s Agreementand extension of the Revenue Service Date 
for the reasons set forth herein shall be submitted promptly (with appropriate 
documentation) to the Government. In the exercise of its discretion to wai ve the breach and 
extend the Revenue Service Date, the Govenunent will take into consideration the actions 
and measures taken by the Grantee to ensure adherence to its promise to achieve the 
operational goals of the Project on or before the scheduled Revenue Service Date. 

( c) Delays in appropriations of funds from Congress shall not constitute a basis for extension of 
the Revenue Service Date. 

(d) The Government's consent to extend the Revenue Service Date pursuant to Par.agraph (b) of 
trus Section 5 does not constitute-a basis for additional Federal financial.assistance beyond 
the Maximum Federal New Starts Financial Contribution. 

(e) Set forth in.Attachment 1 to this Agreement, "Scope of Project," are the hours of serVice and .' 
head ways the Grantee will maintain once the Project is opened to Revenue Service and for 
no less than five (5) years thereafter. These specified Levels of Service are a significant 
term of this Agreement. The Grantee's failure to achieve and maintain these Levels of 
Service at the Revenue Service Date and for five (5) years thereafter will constitute a breach 
of this Agreement. Upon the Grantee's request: the Government may detennine in ils sole 
discretion to waive a breach of the Grantee's obligation to maintain these specified Levels of 
Service for events· or circumstances beyond the control of the Grantee, or if the Government 

. detennines that a waiver·is in the interests of the United States. In the exercise of its 
discretion whether to waive a breach of the specified Levels of Service, the Government will 
take 'lnto consideration the actions and measures taken by the Grantee to achie\(e and 
maintain the operational goaJs of the Project" and the. Grantee's entire public transportation 
system for at least five years beyond the opening of the Project to Revenue Service. 

SECTION 6. NET PROJECT COST 

(a) This Grant is to assist in the pa'yment of actual eligible costs within the scope of the Project 
under this Agreement, minus any amount that can reasonably be financed from revenues of 
the Grantee. If the funds awarded' under this grant exceed the amount necessary to finance. 
the Federal share, those excess funds are not available to the Grantee for payment of costs 
beyond the scope of this Project supported by 'this Grant. 

(b) In accordance with the FTA Master Agreement, a refund or reducti'on of the Grantee's Local 
Share of the Net Project Cost requires a refund to the Goverrunent of a proportional amount 
of the Federal financial assistance provided under this Agreement. 

(c) The portion of the Net Project Cost that may be financed by the Government with capital 
New Starts funds may not exceed the amount oftne Maximum Federal New Starts Financial 
Contribution for this Project as stated. in Section 8 of this Agreement, "Limitations of the 
Federal Funding Commitment." 

(d)· The Grantee aCknowledges that Federal funds may be used only to reimburse eligible 
expenses for the Project. Should FTA determine that. Federal funds have been used to 

8 
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reImburse any expenses that were ineligible for FederaY reimburseme,nt, FTA will di'rect the 
Grantee either-to reimburse FTA with local funds not already committed to the Project or to 

. ,~reduce th~"total project costs by the amounts found to have been inellgible. 

, SECTION 7. ESTIMATED NET PROJECT COST 

(a) The Govenunent:s determination to prov'ide financial assistance for the Project is based, in 
, . significant part,'-upon the Grantee's estimated costs as ~et forth in the "Baseline Cost 
" Estimate," Attachment 3 to this Agreement. The EstimatedJ'.J'etProject Cost reported in ' 

Attaclunent 3 is $2,171,200,545. ' 

,~ 1_, .-(b) The Estimated Net;ProjeccCost financed with the Execution ofthisj,Agreement,i~'I.imited ~y 
i' : the amount of the:,Maximum ITA Amount Awarded. The amount of the Estimated Net 

... ,' Project Cost, and tne amount of the Maximum ITA Amount Awarded ar"e stated in the first 
'.' .. page of this A gre,emen.t.- The amount reimbursable by the Govergment is,limited-!.£> the 

'I .\-::: 'lesser ofeither the amount of the Maximum FT A Arn6unt Awarded or the maxi'mum 
", percentage of FrA participation pennitted by Federal law and, regulatfons. Addi'tional funds 

w,i.ll not be provided until a Grant·amendment awardi'}g additional}imds and ar:ne~ding this 
Full Fund~ng Grant Agreement is executed, ., _Jr', 

SECTION R LIMITATIONS OF THE FEDE~L FUNDING COMMITMENT 

" " (a)- With its Award set forth in this Agreement,. the Government obligates $100,000,000 in 
Federal capital New Starts financial assistance for the Proje~t~ The sources o( this Federal 

, financial assistance are s,et forth-in the "Project Budg"b," Att,achment 3A. These funds are in 
addition to a]!previous Federal financial commitments to the development of the Project as 
set forth in the schedule of "Prior Grants and Related Documents,,,'Attachment 5 of this 
Agreement. 

,.; 

(b) '(1) With its Award set forth in this Agreement, the·Govenunen't acknowledges its intent to 
provide F~deral' capi'tal New Starts financial assistance;'for'the Pr.oject in addition;to the 

'3 "', amount' set forth in Paragraph (a),of this Section. 8. t)le amount of additional capital New 
.' Starts funds the· Government may provide will not e,xceed -$94},3 80,,900. The anti~ipated 

sources of Fe~eral financial assistance in this amount are listed in Attachment 6)0 t!,li.s 
; Agreement, "S'chedule of Federal Funds for the·ProjeQj." Additiol)al funds obligate4 

pursuant to this Paragraph will be subject to all the terms, conditions and obligations I 

established by this Agreement. Accordingly"it is expected that the award of additional 
fi.!nds will be processed through amendments to this Agreement. 

, ." (b) (2) The award by the Goveinment of additional Federal capital New Starts fmancial 
assistance to the Project under Paragraph (b)(l) of this Section 8 is subject to the foUowi'ng 
limitations: 

(A) the availability of appropriated funds, and 

(B) the Grantee's continued perfonnance undenhe terms and~condit1ons ofthis 
Agreement. 

" 
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(c). The Maximum Federal New Starts Fi'nancial Contribution for this Project under the capital 
(,;:\ - ~ ", New Starts category of funds is limited to $} ,043,380,000. which is the sum of the amounts 
.... set forth in Paragraphs (a) and (b)(1) oftrus Se,ction" 

SECTION 9. FEDERAL FUNDING-OTHER SOURCES' 

The Maximum Federal New Starts Financial Contribution s~cified in Section 8(c) of this 
,J Agreement does not 'include funds other than from the capital New Starts program under 

,I " 49 US.C, Chapter 53, Shoutd"such Qther Federal funds be provided, for the Project in addition to 
the 'Federal capital New Starts, funds set forth in Attachment 6 of thls Agreement, the limitation 

- on'the, Federal funding c'ommitment set forth in Sec,tion 8 of thi's Agreement shall not apply to 
those funds, Accordingly, such additional funds shaH be~exctuded from the calculation of 

'..,.'., ·Maximum Federal New Starts Financial Contribution, Funds awarded pur:suanUo~t)iis Section 
will be'subject'to all o,ther-tenns, conditions and obligations set forth in the ~greement. 

r, 

'." _.' 'S.ECr.IO~; 1 0: (;OGAt FINANCIAL 'COMMITMENT -CAPIT AL COSTS 

I ". 

',-:' "(a)' As a c.Q.ndition onhe Government's A..:,ward of this Full Fupding Grant;·the Grantee·has 
; '" developed and adopted a Financial PJan. lor flnanci'ng all Project Costs necessary "to -; 
. ',' complete the project_ In a'ddition to the amount of Federal funds req~ested: the Financial 

Plan includes a statement i,dentifying the State, local and private sources of funding and the 
" amQunt '0£ funds available for and committed to the Project from each such source, This 
~ Financial Plan, as accepted by the Government, with the supporting documentation 
r (including fonnal funding agreements and commitments)' is hereby incorporated by 

reference and made part of this Agreement. 
I , , 

(b),. The,Grantee,hereby commits and 'cert'i'fies that 'it will provide funds in an amount sufficient, 
together with the Federal contribution (acknowledging the limitations as set forth in this 

" Agreement), to assure timely and full payment of the Project Costs as necessary to complete 
the Project.' -

(c) The Grantee hereby commits and certiftes that the Local Share portion of its financing 
z commitme~t will be provided from funding sources,other than: Federal funds (except as 

'" :may otherwise: b,e auihorizeq by Federal statute); receipts from the-use of Project facilities or 
:,. '. equipment (except as may ,otherwise be authorized by Federal statUte); or revenues of the 

Project public transit system in which' such faGiihies or equipment are used,. 

(d)''. Given the Estimated Net Project Cost, as set forth in Section 7 oftrus Agreement, the 
Grantee's financiai commitment to the Net Project Cost is estimated to total $1,127,820,545, 

, ,....: ' . This amount constitutes the Loca!:Share needed to match the Maximum Federal New Starts 
" Financial Contribution fO'r.,the Project and O.lher Federal Sources_ In the event that the 

actual Federal financial contributio,n for the Project is reduced or is increased or the funding 
~', _ ;percentage as set forth in this Agreement is changed, the portion of the Grantee's filJancial 

contrib,ution for the Project that is identified as Local Share shall, be adjusted accordingly_ 

(e) The· Grantee agrees to notify the Government,ofany change in circwnstances or 
~: ) commitments that adversely affects 'the Grantee's plan to fund the. Project Costs necessary to 
\~ .;:.,. complete the ProJect as set forth in the Financial Plan. 'In its notifIcation, the Grantee shaH 
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advise the Govemment of what actions it has taken or.plans to take to ensure adequate 
funding, resources and shall reaffirm its commitment to the Government as set forth in 
Paragraph (b) of this Section 10, 

SECTION 11. AUTHORJZATION TO ADVANCE PROJECT,'WIoTHOUT PRE.JUDICE 

The Grantee may incur costs or expend Ipcal funds for ail ,phases of the Project as is reasonably 
necessary to advance the Project prior to an award of Federal funding assistance without. 
prej'udice to possibie future Federal panicipation in or reimbu'rsement of the Project Costs to the 
extent ·that such costs are incurred in accordance with all appJjcable Federa! requirements and 

" this Agreement. It is understood that the authority conferred· on the. Grantee to advance the 
;, ' '': Project without prejudice does not constitute a legal commitment by the Government to obligate 

and award Federal funds, '.I~l 
• "V . . ~, 

SECTION 12. LOCAL FINANCIAL COMMITMENT-OPERATING AND 
MAINTENANCE COSTS ', :' I· .... 

(a) 'As a condition of the .Government's Award of funding set: forth , in this Agreement, the 
' 0 y. Grantee has developed and adopted a Financial Plan to finance th·e .. futu~ operation and 

.~.J 

" 

.. , 
.' 

" 
; 

_ ...... 

";maintenance of the ProJect that also, takes into consideration the Grantee's' continuing 
financial responsibi!i'ties to operate;, maintain and reinvest·in its existing transit system. Tllis 
Financial Plan, 'as accepted by the Government, and the supporting documentation 

I (lncluqing specific funding commitments) evidencing slable and dependable. funding sources 
are an essential part of the Grantee's Application and are made part-of this Agreement' by 
incorporation of the Application. ~ ;,r''''.: 

(b) With the Execution of this Agreement, the Grantee assures1that it'has stable and dependable 
funding sources, sufficient in amotmt and in degree-of. commitment, to operate and maintain 
its entire public transportalion system at an adequate and efficient le~el of service, including 
the fulure operation and maintenance of the Project 'withoLit'additional Federal assistance 
beyond Ihe amounls sel forth in the Financial PLan. The foregoing-assurance does. nO.t 
preclude Ihe Grantee from:aLtering,service through contracts with private provid~rs of-public 
transportal ion services. 

, 

(c ). 
.' 

The Grantee Will notifY the Goverrunent orany change,in 'circumstances or commitments 
that adversely affects the Grantee's plan to fund the maintenan'ce and operating costs of the 

_ Project as set forth in the' FinanCial Plan_ In its notification, the Grantee will advise the 
Government-of actions it has taken or plans to take to ensure adequate fWlding resources and 
will reaffirm to the Govemmenrits assurance as set forth in Paragraph (b) of this Section. 

<, 

SECTION 13. BASELINE COST ESTIMATE ,. 

(a) In Its~Appli"cation, the Grantee subiititted to the Government a Baseline Cost Estimate for the 
activities constituting the Project. The Baseline Cost Estimate is accepted by the 
Government and is Attachment 3 of this Agreement. The Baseline Cost Estimate is derived 
from cost es'timates of the individual third party contracts and force account work that, in 

v slim, 'constitute the Project~ it reflects appropriate escalation and Project schedule dats:s . 
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(b)' -The Governrrient intends to use the Baseline 80st Estimate to monitor the Grantee~s 
; <: - 'compliance with certain· terms and conditions of this Agreement. The Baseline'Cost 

Estimate. established 'in Attachment 3 serves as the measure of cost estimates as ofth.e Date 
of this Agreement, and .should not. b.e amended or modified during the implementation of the 
Project. " 

(c) The Grantee will'submit cost reports on the implementation of the Project as requiretl by this 
, J' Agreement and in a format consistent with the units set forth in the Baseline Cost Estim'ate 

so that the GoveIT)lTIent qan, wiL~veasonable diligenc-e, reconcile tne Grantee's reports with 
the Baseline Cost Estimate. 

'SECTION 14. BASELINE SCHEDULE 

'(a)'nlln its~Application, as approved,. the Grantee s1J.bmitted a Baseline S'chedule for the:Project 
;;. ,I. that demonstrates how the Grantee intends to implement the Project and meet the Revenue 
~,' .... Ope~tion Dare. This Baseline Schedule has been accepted by ,the, Government aqd .is 

Attachment 4 of this Agreement. 

(b), The schedule for the Project may be modified from time'to time at the·discretion ofthe 
Grantee. However, the Baseline' Schedule is not to be modified because";f is to'be used as a 

, bas'is for comparing plan:ned to actual project implementation. The Grante,e will notify the 
:.. " Goverrunent when a Project schedule modification has· the potential to change the Revenue 
,. . Service Date an'd describe the actions planned to recov-er the schedule.' The Gov.ernment's 

~, 

acquiescence lin"such notic.e. will no,t,be deemed approval by the Government of an extension 
of a Revenue Service,Date unless)he Government expressly grants an extension in writing. 

" SECTION 15. PROJECT MANAGEMENT OVERSIGHT 

'\ The,Dtoject is a "Major Capital Project" as defin~d i'n FTA's pI:pject Management Oversight 
regulations at 49 C.F:R. § 633~.s. Accordingly, the Grantee'agrees that all requirements and 
conditions·set·,forth in the rule at 49 C.F.R. Part 633 apply to the Proje.ct ac.tivities. 
Noncompliance·with any regul~tory requirements shall constitute a breach of this Agreement, 
unless the Government formally waives the regulatory requirement. 

, 
.SECTION 16. ENVIRONMENTAL PROTECTION' 

, 
, : 

,.j 

(a) I. As a condition precedent to thi's Agreement, the.env,jronmental impacts of the Projec.t have ~, 
been assessed as required by law. The results· of that: assessment and the adopted mitigation 

. measures are described in the environmental documents ,identified- in Attachment 7 of this 
Agreement. These documents together w'ith related agreements and supporting 

. ". documentation are incorporated by reference and made :part of this Agreement. To assist. the ' ~ 
",'",Go:verrunent in monitoring the implementation of the adopted mitigation measures, these, 
. measures are, specifically described in Attachment 7 of this·Agreement. It is understood and 

" " agreed that the description ~ Attachment 7 shall not supersede or in any way result in a 
circumvention of the requirements set forth in the Government's environmental record for 
the Project. 

L/·' . (b) ~ertain tenns and conditions of this Agreement, as related to the Grantee's responsibility to 

L2 
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ensure prote"Ction of the environment, are set forth in Section 2S of the Master Agreement, 
"Environmental Protections." Under Subsection 25.1 "Mitigation of Adverse Environm-ental 
Effects," the Grantee is required, among other actions, to undertake all environmental 

. mitigation measures that are identified in environmental documents prepared for the Project. 
Accordingly, the Grantee understands that it shall not withdraw or substantially change any 

" of the, adopted mitigation measures as described in the Government's environmental record 
for the Proj-ect without the express written approval of the Government. 

" (c) This SecJion 'is intended only to supplement the provisions set. forth ,in Section 25 of the 
Master Agreement, "Environmental Protections." 

SECTION 17. LABOR PROTECTION ,- . ,-- ~ 

The Grantee will carry out the Project in confonnance with the tenns and conditions determined. 
by:the Secretary of Labor to be fair and equitable.to protect the interests of employees affected 
,by the Project and meet the requir:ements of 49 U.S ,C. § 5J3~(b) and U.S. Department of Labor 
. (OSDOL) Guideli"nes at 29 C.F.R. Part 215. These·tenns and conditions are·identified in the 
letters of certification from USDOL set !forth in the firsFpages of this Agreement. The Grantee 
will carry ouUhe Proj"ect in compliance with the conditions stated in the USDOL certification .'~ 
letters. Those letters and any documents cited therein are incorporated by reference and 'made 
part of this Agreement. 

'. ' 

SECTION 18. GOVERNME.NT ACTIONS 

(a) : In all cases where the Government's review, approval or concurrence is required imoer the 
" terms and conditions of this Agreement, the Gov.emment will provide its response within 

sixty (6b) calendar days of receipt from"the Grantee of all materials reasonably necessary for 
the formulation of the Goverrunent's response. 

(b) [fihe Government determines thatrits position cannot be finalized within that sixty (60) day 
period, the Government will notify· the Grantee, in writi"ng, w.ith,in thirty (30) days following 
receipt of the' Grantee's submission that the Government's response will be delayeq and 
advise the' Grantee of the Government's anticipated time period for response. 

(c) 'Whenever the Government's approval or concurrence is needed on any 'matter'pertaining to 
or concemin'g this Agreement, the Government's apprc;>val o,r concurrence will not be 
unreasonably wi'thheld. 

SECTION 19. REMEDIES 

(a), Substantial failure of the Grantee to"'complete the Project in accordanc~ w:ith the Appl ication 
. and this Agreement will be a default of this Agreement. In the event of default, the 

Govenunent wit! have all remedies at law and equity, including the right to specific 
performance, ~ithout further Federal financial assistance, and the rights to termination or 
suspension as provided by Section II of the Master Agreement, "Right of the Federal 
Government to Terminate .. " The Grantee recognizes that in the event of default, the 
Government may demand all Federal funds provided to the Grantee for the Project be 
returned to the Government. Furthermore, a default of,.this Agreement ~ill b~ a factor 
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considered before a decision is made with respect to the approval of future Grants requested 
by the Grantee" 

(b) 'Under the provisions of Section 15 'of this Agr.eement, "Proj'ect Management Oversight," and 
under the tenns and conditions of the Master Agreement, the Govenunent 'will review 

. performance by the Grantee tbdetenn"itie whether satisfactory progress. is being made to 
.. , complete the Project. In the event that the Government determines that the Grantee is in 

::'oreach of this Agreement; the Government may withhold its approvals.of further funding 
and suspend drawdown of foods, under the~ pr.o,{isioDS qf Section 11 of the Master, 
AgreemenJ" "Right of the Federal Government to Terminate," until any necessary corrective,: 

'" action, which may be required',by the Government, is accomplished. Any breach of this 
Agreement that-is not c;orrected within a reasonable period of time will. be a.default of this 

."'· ... : l:. . Agreement. The Government in its discretion may pennit the cost of such corrective action 
·to be deemed a Project Cost', provided that s.uch cost is an allowable cost under the .. f· 

:..!. 

, -
.. requirements of Section 7.b of the Master Agreement, "Eligiole Costs," and so long as'it . 
$;I." remains.within the limits dfthe, Maximum Federal Nlw starts Financial Contnbut"lon set 

forth ,in Section 81 of this Agreement, "Limitations of the Federal Fundin"g. Qommitment." 

(c)" In the event of a breach',ofthis Agreement by the Grantee and before ·the Government takes 
~~ . action contemplated' by'this Secti,on, the Government will provide the Grantee with ninety 

i · , (90) days written notice that the Government considers that such a breach 'has occurred and 
- will provide the;Grantee, a reasonable period of time to respond and to take'necessary 

corrective action. 

SECTION 20. CONTENTS OF AGREEMENT 

:ntis' Full Funding Grant-Agreement consists of the text of this Agreement, which includeS the 
ti($t 'pages setting forth significant characteristics of the Agreement (such as the maximuni. 
Federal funds obJigated,and awarded for expenditure on the Project and t,.be funding ratio of 
Federal and local funds to'be expended for the Project, and such other data)., foUowed by the 
Terms and Conditions, and the Attachments to the Agreement. The Agreement also includestbe 

1 following documents incorporated by reference and made part of this Agreement: the "Federal 
, . 'f.ransii Administration Master Agreement, 11 FT A Form MA(22) (October 1, 2015), as may be 

. - ~ revised from time to time, the Application, the Government's en~fronm~ntal recor<;l. for the 
Project, related agr.eemen~, and prior Grant Agreements for th;Project referenced in Attachment 

_,5 .of this Agreement. Should the Federal assistance award letter include sped'al c_ondh.io.ns for 
. 'the Project, that letter is incorporated ,by r.eferencl and made part of iliis AgreemenL Any 
, inconsj'stency between the Application and the terms and conditions of this Full Funding Grant 

Agreement will be resolved according'to the clear mean{ng of the provisions of this Agreement 
and Attachments hereto. 

".\.,~ . ' ,", SECTION 21\· SIMULTANEOUS CREATION OF AGREEMENT IN ELECTRONIC 
FORMAT 

Simultaneous to the Award and .Execution of this Agreement set forth in typewritten~ hard copy, 
;..\ .. ", -" r.;~~.- rthe Agreement<"is being awarded and executed by electronic means through FTA's electronic 
., ,:~, award and management system. To th~ extent any discrepancy may arise between the 

- -, j ,typewritten version ana the electronic version of this A,gree~ent at the time of execution the, 
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typewritten ,version will prevail. Should any special conditions or requirements fOLthe'Project 
be added separatei'y in the electronic version, those conditions or requirements are,incorporated 
by reference and made pait of this Agreement. 

,- SECTION 22. AMENDMENTS TO AGREEMENT 

Amendments to any of the docwnents referenced in Section 2Q, '~Contents of Agreement,:"~ will , 
be Jrulde in accordance" with the requirements and : procedur~~ sa fonh in FTA Circular 50 I 0.10, 
"FTA Project Management GUidelines" (August 27, 2012), as may be'amended from time to 
time, and- FTA Circular 5200,1 A, "Full Funding Grant Agre;mems Guidance" {December 5. 
2002), as may be amended .from time to time, 

.' SECTlON 23. ATTACHMENTS-INCORPORATION " , 

" .. Each and ,every Attachment, to this Agreement is incorporate4. oy reference and 'made part o'f this 
Agreement. ' . '- - , ' 

~... ..:; ' 

SECTION 24. NOTICES 
, 

, f~Notices required by trus Agreement will be addressed as follows ': 

As t~ the Government: 

Leslie Rogers 
Regional Administrator, ITA Region [X 
90 Seventh Street, 'Suite 15-300 
San Franc'isco, CA 941 d3 

, " 

i ' 

r , , 

,- \~ OQ 

!I <I· t " 

A~ fg the Grantee: 

Gary L. Gallegos 
Executive Director 
San Diego Association of Governments 
40 I B Street, Suite 800 
San Diego"CA 92101 

SECTION 2S. APPLICABLE LAW 

~ 

-
::; " 

'. " 

" .' 

rr-.neither Federal statute nor Federal common law governs the interpretation of the, provisions of 
:( ', this 'Agreement, the State law of the State of California will apply, This provision is ih.tended 

_ . j' ,- ' only to ·'supplemerit.Sec1lon 3.g of.the Master Agreement, "Application of Federal, State, and 
Local Laws. Regulations, Requirements. and Guidance," 
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"'sECTION 26. A WARD AND EXECUTION OF AGREEMENT 

.;' There are several identical counterparts of this Agreement in typewritten hard copy; each 
counterpart is to be fully signed in writing by the parties and e~ch counterpart is deemed to be an 

~ ;original having fdenticallegaLeffect. Wilen signed and dated by the authorized official of-the 
- ' J ' I'Governmen't, this instrument will constitute an Award that should be executed by the' Grantee 

, within.ninety (90) days of the 'date 'of the Government's Award (FTA Award) , The Government 
_may withdraw its Award-of financial assistance and obligation of funds if this Agreement is not 

" executed within the ninety (90) day period, Upon full Execution of this Agreement, by the 
" ... '/ Grantee;- the effectiv.e date win'be the date the Government awarded funding under this, 

. / . 
'~- ) 

c, , r 

Agreement as set forth below, "'. ' 

lJ-I

X
,W'_EJi.NJ,1Ef)I'J ~;trRDS THIS W~L fUNDING GRJ\N,T THis 

,.- " wI PA¥OF :,.,._., , ~: . ~2916, 
, , 

~!~~~~~iowe~~2 ~
~ J, -. , . -

' (- ",.,,~ 

'~~" 

Acting Federal Transit Administrator 
FEDERAL TRANSIT ADMINISTRATION 

" 

., 

, , 

, 
'. 
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EXEC.UTION BY Gl~ANTEE 

The Grantee, by executing tnis Agreement, affU1Ds this FT A Award~ adopts and ratifies ~ll 
'statements, representations, v.;arranties, covenants, and materials it has submitt.ed to FT A; 
,consents to this Award; and agrees to all terms and conditions set forth in this Agreement. 

Signature:, -=-..;""+---....-=-~r----bP~--"-1'y.,....q~F-"""Mp>o<;,-----
G~ I~:_ ~Q.a:.!I.c J 

Executi've~[~t to'r . .. 
San Diego Association of Goyernments 

.~. 
Signa~~ __ ~~~ __ ~~ __ ' _'~:~.~"'~~'_. _' ~,._; ____ -=,-___ 

Name: Tessa Lero 
Tille of Atfesting Official: Clerk o/the Board 0/ Directors 
Name ,o/Organization: San Diego /fssociation ofGov~rnments 

~ 

AFFIRMATION OF GRANTEE'S' ATTORNEY 

" As the undersigned Attorney for the Grantee, I affinn to the Grantee that I have examined this 
Agreement and! the proceedings taken by' the Grantee relating to it. As a resuit of this 
examination I here,by affinn to the Grantee the Execution of th~ Agreement by the Grantee is 

,'''- duly authorized under state and local law, In addition, I find that in all respects the ExecutIon of 
this Agreement is' due and proper and ,in'<accordance ~itb applicable State and local law. Further, 

, in my opinion, this Agreement constitutes a legal and binding obligation of the Grantee in 
accordance with the tenns 'of the Agreement. Finally, I affirm to the Grantee that, to the best of 
my knowledge, there i$ no legislation Or litigation pending Or 'imminent that might adversely 

." • I affect the full implementation of the Project in accordance with the tenns thereof.. 

DA TED ~t--l ----:--__ DA Y OF ~b,6er' .2016. 

:::::ED.BYs1LZ= . ~;L 
John Kirk ' -\ ' 
General Counsel 
San Diego Association of Governments 
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Attachment 1 
San Diego Association of Governments (SANDAG) 

Mid-Coast Corridor Transit Project 
San Diego, California 

Scope of the Project 

The Mid~Coast Corridor Transit Project (the Project) would extend the San Diego Trolley Blue 
Line from the Santa Fe Depot in downtown San Diego to the UTC Transit Center in University 
City. The Project would use the existing Trolley tracks for approximately 3.5 miles from the 
Santa Fe Depot to a point just north of the Old Town Transit Center (OTIC) and south of the 
San Diego River. In this area, the Trolley Blue Line trains would share the tracks with the 
Trolley Green Line trains. Improvements to this segment· of the line include upgrades to ' 
signaling and traction power systems. 

The Project also would include construction.of approximately 10.92 miles of new double-tracK 
that would extend from south of the San Diego River to the terminus at the UTC Transit Center. 
Of the 10.92 miles of new double track, 6.84 miles are at-grade, 4 .. 05 mile"s are aerial, and 0.03 
miles are underground cut and cover. Nine stations would be constructed as part of this light 
rail transit project with four at-grade stations [fecolote Road, Clairemont Drive, Balboa Avenue, 
a-nd YA Medical "Center]. and five elevated stations (Nobel Driv,e. Pepper Canyol] (UCSD Westi, 
Voigt Drive (UCSD East). Executive Drive, and the UTC Transit Center). The UTC Transit 
Center st~tion and two e)(isting stations served by the extension (Santa Fe Depot and Old 
Town) are major transfer points to other rail and bus lines. The Project includes five park-and~ 
ride facilities providing 1,170 spaces along With two transfer centers (Balboa and UTC stations). 

SANDAG and the Metropolitan Transit System (MTS) will acquire,36 light rail vehicles for the 
Project. No new maint~nance or storage facilities are required. The Project will also include 
train control and signals. communications; traction power supply and distribuJion, and fare 
collection systems and equipment. Thirteen new traction power substations would be 
constructed as part of the project.' MTS is the operator of the light rail system' in San Diego. 

Ho.urs of operation in the opening year of 2022 will be from 4:00 a.m. to 2:00 a.m. on weekdays 
and ·weekends. On weekdays, service will be provided every fifteen minutes du~iOg peak and 
off-peak periods and every thirty minutes during the evening period from 6:00 p.m. to 2:00 
a.m. On weekends service will be provided every 15 minutes throughout the day. By 2030, 
weekday service will be provided every 7.5 minutes during the peak and off-peak periods and 
every fifteen minutes dUri"ng the weekday evening period from 6:00 p.m. to 2:00 a.m. Weekend 
service in 2030 will remain every fifteen minutes throughout the day. 

Estimated'daily linked trips on the Project using c.urrent year inputs are 24,600, This number is 
e'xpected to grow to 31,800 daily linked trips by 2035. 

The Revenue Service Date for the Project is Novembefl·23, 2022. 
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Attachment 1 A 
San Diego Association of Governments (SANDAG) 

Mid..coast Corridor Transit: Project 
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Attachment 1B 
San Diego As'sociation of Governments (SANDAG) 

Mid·Coast Corridor'Transit Project 
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Attachment 2 
San Diego Association of Governments (SANDAG) 

Mid..coast Corridor Transit Project 
San Diego, California 

Project Description 

Narrative Description 

The Mid-Coast Corridor Transit Project (the Project) would extend the San. Diego Trolley Blue 
Line from the 'Santa Fe Depot in downtown San Oieg'o to the UTC Transit-Center in University 
City. The Project would use the existing Trolley tracks for approximately 3.5 miles from the 
Santa Fe Depot to a point just. north of the Old Town Transit Center (OITe) and south of the 
San Diego River. In this area, the Trolley Blue Line trains would share the tracks with the 
Trolley Green Line 'trains. Improvements to this segment of the line include upgrades to 
signaling and traction power systems. 

Project Description by Standard Cost Category 

The following provides a description'of the Project by Standard Cost Category (SCC). These 
SCCs are the basis for the Baseline Cost Estimate and Baseline Schedule contained in 
Attachments 3 and 4, respectively. 

SCC 10 - Guideway and Track Elements 

This SCC includes guideway (10.92 miles of new guideway) and track elements including 
sitework, subgrade preparation, excavation, trackwork, aerial structures, retaining walls, and 
special trackwor;k., SCC' 10 includes the following applicable subcategories, 

seC 10,,01 - Guideway:. At-grade exclusi,ye right.-of-way 

These subcategories includes apprOXimately 3...46 miles of double-track, a~-grade guideway that 
does not have retained cut or fill walls. It is generally located in close proximity to the LOSSAN 
tracks. The cost for this SCC includes guideway excavations and embankment, light weight 
cellular concrete backfill due.to po.or soil conditions, and geopiers with concrete slabs on top to 
avoid impact to a sanitary sewer line, subballast, fenCing, and ballast curbs.~ 

SCC 10.04 - Guideway: Aerial structure 

This subcategO/y includes approximately 4.05 miles of double-track, aerial guideway inciLlding 
all work associated with new bridge structures including bridge foundations, catenary pole 
foundations, railings, emergen'cy walkways, and architectural treatments. One segment of Nobel 
Viaduct requires a sound wall. The cost of this sound wall has been included as part of aerial 
structures. E.mergency walkways on direct fixation (DF) tracks would be elevated above the top 
of the deck and these costs are included in this category. In all, 11 separate aerial structures 
are required, three of which are viaducts, one crosses over LOSSAN tracks, four of them cross 
streams and a river, two cross over small canyons, and one crosses over Balboa Avenue. This 
subcategory does include the station platforms for the five aerial stations as these are integral 
with the bridge structures, but this category does not include station appurtenances on the 
platforms, 
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SCC 10.06 - Underground cut & cover 

This subcategory includes approximately 0.03 miles of d9uble-track cut-and-cover c~nstruction 
in the vicinity of La .Jolla Colony Drive. 

SCC 10.08 - Guideway: Retained cut or fill 

Approximately 3.38 miles of retained cut andlor fill will be constructed for the Project including 
various types of retaining. walls, including fencing, ~aillngs, and appropriate architectural! 
treatment. The cost includes structural excavation/backfill, structural concrete, steel 
reinforcement, temporary excavation support, stray current monitoring, fencing, and cable 
railing. The cost also includes the guidewCilY subbaliasI Retaining wall types include cast in 
place concrete. tie-baCk, soil nail, soil anchor~. Mechanically Stabilized Earth walls, soldier pile 
and lagging. Retaining wall 780R-F includes a sound wall on top. and the cost of the sound wall 
is included in this category. 

sec 10.09 - Track: Direct fixation 

Approximately 3.77 miles of direcHixation (OF) will be constructed on the Project·. These are 
located on aerial structures longer than 400 feet. The cost includes rail, plinth pads, and 
fasteners. Also, the southerly approach to San Diego River Bridge and the at-grade section 
between the Nobel and UeSD viaducts are located on track slab with plinth and OF track. 
Direct fixation track will be continuous!y welded 115RE rail for the light rail transit (LRT) tracks. 

sec 10.11 - Track: Ballasted 

The st~ndard rail secfion for ballasted track (approximately 7.15 miles) is continuously""welded 
115RE rail'for the LRT tracks . Approximately 1.5 miles of LOSSAN tracks will be reconstructed 
with 136RE rail. . 

sec 10.12 - Track: Special (switches, turnouts) 

The Project includes three turnouts, six double crossovers, four single crossovers and one 
crossing diamond. Two of the turnouts and the crossing diamond are located a't the connection 
to the Trolley Green Line. The two at-grade universal crossovers are located south of the 
Tecolofe Road Station and north of the elairemont Drive Station. The two at-grade double 
cross.oveJs are .located between Balboa Avenue and SR 52. A single turnout to the storage 
track" is located south of SR 52. Fouli double crossovers are located on direct fixation track, one 
located on the Nobel viaduct, one on the Genesee viaduct, and two located on the ueso 
viaduct. Other special trackwork includes bumping posts located at the end storage track and 
the end of the Genesee viaduct, a derail switch located on the storage track, and two wheel 
stops located at the end of the storage track. 

sce 10.13 - Track: Vibration and noise dampening 

This subcategory includes the vibrati0n mitigation requirement for the Project. The noise control 
measures are included iIJ s.ubcategories 10.04 and 10.08 because the Project does not have 
any standalone noise barriers required. The cost includes installation of a ballast mat and the 
associated tub section for the ballast mat, located along La Paz Condominiums . 

.' 
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SCC 20 - Station, Stops, Terminals. Intermodal 

This SCC includes improvements associated with the construction of four at-grade and fiv~ 
aerial stations along with one parking structure at the Nobel Drive Station along with the needed 
elevators. SCC 20 includes the following applicable subcategories. 

SCC 20.01 - At~grade station, stop, shelter, mall, terminal, platform 

This subcategory provides,for the construction, purchase, and installation of elements for four 
at-grade stations. These elements include side platforms, bike racks, informational kioSKS, 
screen wal). fencing, concrete footings, canopies with foundations/seating, frack paving, tactile 
warning strips, station fCfmishings/signage, bus shelters, artwork, and mechanical, electric, aod 
plumbing service necessary for the construction and safe .operation of the light rail at-grade 
transit stations. The four at-grade stations include a total of 14 Dike lockers and 16 bike racks. 
The four new at-grade stations are~at Tecolote Road, Clairemont Drive, Balboa Avenue, and VA 
Medical Center. 

At-grade parking facilities located at the Tecolote Road,_ Clairemont Drive, and Balboa Avenue 
Stations are accounted for in SCC 40.07. 

SCC 20.02 - Aerial station, stop, shelter, mall, terminal, platform 

This subcategory provides fo'rthe construction, purchase, and installation of elements for five 
aerial stations. These elements include bike rack~, informational kiosks, screen 'wall, fenCing, 
concrete footings, canopies, track paving, tactile warning strips, station furnishings/signage, 
stairs, equipment rooms, a·rtwork, mechanical, electric, and plumbing service for the 
construction and safe operation of the light rail aerial transit stations. The five aerial stations 
include a to~al of 28 bike lockers and 43 bike racks. The five new aerial stations are at Nobel 
Drive, Pepper Canyon (UCS8 West), VOigt Drive (UCSD East), Executive Drive, and UTC 
Transit ·Center. Cost associated with side platforms is included in sec 10.04. 

sce 20.06 - Automobile parking multi-story structure 

This subcategory includes one elevated parking structure (260 dedicated transit only parking 
spaces) at the Nobel Drive station plus an allowance for replacement of existing parking spaces. 
An additional 260 dedicated transit only parking spac'es at'the UTC Transit Center station wjll be 
purchased from Westfield as part of the real estate transaction and is included in sce 60.01. 

scc· 20.07 - Elevat'ors, escalators 

This subcategory includes 13. s-ingle elevators and one double elevator (total of 15 elevators) 
that are to be constructed at the five aerial stations and, the Nobel Drive parki[lg structure. This 
subcategory includes elevator machine rooms, controller' rooms, and canopies. Escalators are 
not used in the Project. 

SCC 40 - Sitework and Special Conditions 

This sce includes all necessary site work and special work associated with utilities, hazardous 
materials, environmental mitigations, landscaping, street modifications, at-grade parking 
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facilities (three stations), and temporary facilities for the construction of the protect. SCC 40 
includes the following applicable subcategories. 

SCC 40,01 - Demolition, Clearing,. Earthwork 

This subcategory includes the Project-wide demolition, including "those structures outside of the 
track or road bed. This includes', but is not limited to, removal of eXistlQg track elements, 
loading docks and their canopies, paved surfaces, pedestrian bridges, retaining walls, street 
elements such as eurb and sidewalk, .trees, and irrigation features. The costs for abandoning, 
demolishing, or removing drainage and utility features are il)cJuded in subcategory 40.02. 
Clearing and grubbing is included in'this subcategory. Cost for earthwork is included in other 
items oJ wprk in Category 10 and 40.07. 

SCC 40.02 - Site Utilities, Utility Relocation 

This subcategory includes the Project-wide drainage improyements and utility relocation, 
. including those drainage features and utilities outside of the track or road bed. 

The drainage improvements included in this subcategory include the underdrains within the 
guideway envelope, storm drain pipes and inlets required for the tracks and roadways, and 
drainage improvements at the stations~ This subcategory also includes all the costs associated 
with the replacement and lengthening of existing culverts and channels within the guideway 

~ envelope" streets, bike path, and stations, 'including the Rose Oreek Open Channel at SR :52. 

Generally one of the largest el.ements:y.lithin this subcategory is the relocation of existing"' utilities 
from within the guideway construction envelope. These relocations include both public and 

" private utilities, subject to any agreements that may apply to franchised utilities that exist within 
public rights-of-way. 

'1. 

The relocation of existing LOSSAN tracks has been included in see 10.01 and 10.08. 

SCC 40.03 - Hazardous material, contaminated soil. removallmit.igat,ion, ground water 
treatments 

This subcategory includes hazardous materials, contaminated soil removal, ground water 
treatment. and all other hazardous materials, contaminated media and treatments required for 
the Project. Except for the potential'of encountering aerially deposited lead and unexploded 
ordinances, hazardous material was not encountered in geotechnical investigation. Hence, 
most of the cost associated with this category is an allowance. 

scc 40.04 - Environmental mitigation, e,g. wetlands, historic archeological. parks 

This is an allowance for restoration of jurisdictional areas to its original condition. If also includes 
maintenance of these areas after construction during the plant establishment period. This 
subcategory excludes permanent sound walls and vibration control measures which are 
included in SCC 10.04 and SCC 10.,13. 

SCC 40.05 - Site structures including retaining walls, sound walls 

This subcategory includes the retaining''wans that are outside the general guideway construction 
. envelope. These :structures are located at stations, outside of the platform area, at substations 
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and maintenance access roads, and along roadways. Structures such as the retaining walls for 
the at-grade or cuUfiIi sections along the guideway are included in SCC 10.0B. 

SCC 40.06 - Pedestri"an/bike access and accommodation, lan'dscaping 

This subcategory includes the pedestrian access improvements along the realignment of the 
Rose Canyon Bicycle Path.· This subcategory also includes all of the landscaping and irrigation 
improvements for the Project. 

SCC 40.07 - Automobile, bus, van accessways including roads, parking lots 

This sUb.category includes new and reconstructed roadways, streets, at-grade surface parking 
areas (three locations). sidewalks, curbs and gutters. and related access roadway facilities. The 
three at-grade parking facilities are at the Tecolote Road Station (2BO spaces), Clairemont Drive 
Station (150 spaces), and Balboa Avenue Station (220 spaces). 

SCC 40,08 - Tempor~ry facili.ties and other indirect s:osts during construction 

This subcategory includes costs for mobilization, demobilization, construction vehiCles, traffic 
control, temporary best management practices, security, small too.\.s and equipment, project 
phasing, femporary construction associated with weather, and temporary site access and 
mitigation. It also includes contrac,tor's indirect costs such as management. quality control, 
insurance. risk, and fees. 

S'CC 50 - Systems 

This SCC includes the purchase, installation. and construction of all train control. traction po",!er 
supply and distributiol), communications. and fare coHection systems required for the Projed. 
SCC 50 includes the following applicable s.ubca~egories. 

SCC 50.01 - Train control and signals 

This subcategory includes the signaling and control systems required for safe and efficient 
operations oJ the transit' system. It includes automatic wayside signals and autom'atic train stop 
circuitry'in the track and on vehlcle.s. This subcategory also Includes the cost of modification to 
the LOSSAN signaling system required as part of relocation,of the LOSSAN tracks. 

SCC 50.02 - Traffic signals and crossing protection 

This subcategory includes upgrades to existing signals between the Santa Fe Depot and OTIC, and 
installation of new signals at West Morena Blvd, Morena Blvd, La Jolla Colony Drive. Nobel Drive. and 
Genesee Avenue. Three new signals are added, tw.o at Balboa Avenue Station, and one at 
northbound 1-5 off ramp to eastbound Balboa Avenue. Modification to the traffic signal at Pacific 
Highway,and Taylor Street includes changes to pre-emption due to grade crossing activation. 

SCC 50.03 - Traction power supply: substations 

This subcategory includes all of the components of the traction power system. This includes 
purchase, installation, and testing of the traction power-distribution system, 13 traction power 
substations, spare parts, and Supervisory Control And Data Acquisition modifications to three 
existing substations. This subcategol)' also includes the ductbank and cabling from the traction 
power substations to the overhead catenary system (OCS) interface. and the ductbank and cabling 
to the substation from the outside electrical utilities source. The retaining walls' and fencing for the 
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sUbstations are also included in this subcategory but the access roads, etc., are included in 
see 40.07. 

see 50.04 - Traction power distribution: catenary ahd third rail 

This subcategory incl.upes the traction power distribution system for the Project. The oes (direct 
current) consists primarily of support poles, oes foundations for at-grade segments, brackets arms 
and hardware, feeder cables, contact wire, and a messenger wire. Signal and communication 
power are also Tncluded in ·this subcategory. 

SCC 50.05 - Communications 

This subcategory provides the necessary subsystems to support the total operational 
requirements for the Project. The communications system provides for subsystems, such as 
two-way radios, the public address system, telephone systems, variable message signs, 
interfaces with the fare collection and ticket vending equipment, and equipment for the hearing 
impaired, as well as closed-circuit television. 

SCC- 50.06 - Fare collection system and equipment 

This subcategol)' provides for the self-service, barrier-free, pr:ooJ of payment fare collection 
system for the ProJect. In total, 31 ticket vending machines will be purchased for the Project 
and will be a microprocessor controlled coin or bill accepting machine capable of optionally 
accepting credit, debit. and stored value cards: In addition, 49 card readers will be installed at 
the stafions. The fare col\ection system includes all the equipment, installation, and testing. 

sec 50.07 - eentral centrol 

Tbis subcategory provides for upgrading hardware and software along with improvements to the 
MTS existing central control facility for the Project. 

sec 60 - Right-of-Way, Land, Existing Improvem~nts 

This SCC includes the acquisition of right-of-way, including relocations, as wel\ as permanent 
and temporary easements required for construction of the Project. SCC 60 includes the 
following applicable subcategories. 

sec 60.01 - Purchase or lease of real estate 

This subcategory provides for the acquisition of nght-of-way, property rights, and temporary 
easements for construction and operation of the Project. 41 different property owners have been 
identified. Professtonal services to support this effort accounted for in this sub·category include 
legal support, appraisals, and property acquisition services. 

see 60.02 - Relocation of existing household and businesses 

This subcategory includes the relocation of an·d associated services for one existing business 
location. 

see 70 - Vehicles 

This see provides for the procurement by SANDAG and MTS of the 36 light rail vehicles 
needed for the Project. SCC 70 includes the follo,Wing applicable subcategories. 
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SCC 70.01 - Light Rail (36 vehicles) 

This subcategory provides for the design, manufacture;. inspe~ion, delivery, testing, and 
commissioning of 36 new light rail vehicles. 

see 70.07 - Spare Parts 

This sub.category provides for the spare parts for the 36 new light rail vehicles. 

s~C 80 - Professional. Services 

This sce Includes all the costs of engineering, project management, construction administration 
and management, permits and fees, legal. fees, training, start-up, testing, and other direct costs. 
sec 80 includes the following applicable subcategories. 

sce 80.01 - Project Development 

This subcategory reflects the .activiti"es conducted during the Project Development phase of the 
Project from September 2, 2011 through June 30, 2015. 

see 80.02 - Engineering 

""(his subcategory reflects the activities during the Engineering phase of the Project including 
Final Design. FTA approved this phase of work on April 2, 2015. The duration would be through 
Project com'pletion. 

SCC 80.03 - Project Management for Design and Construction. 

This subcategory includes the SANDAG and MTS staffs and profe,ssional services consultants 
(PMC) proviqing program management and oversight to the ehtire Project from July 1,2015 
th roug h P roj ect ·close-out. 

see 80.04 - Construction Administration and Management 

This subcategoty includes the. professional cons'trudion management consultants (CMe) 
contracted for construction inspection, field engineering, design support.coordination .. project 
scheduling and construction coordination, safety certification, change order processing, 
preparation of independent cost estimates, fielq verification and testing, systems integration and 
testing, and other activities required in support of the Project. 

SCC 80.06 - Legal: Permits; Review Fees by other agencies, cities, etc. 

This subcategory provides for the required permits, third party reviews, and legal services not 
included in the SeO'60.01. 

see 80.08 - Start-up 

This subcategory includes the SANDAG and MTS staffs and other professional service 
consultants providing support to begin revenue operations, including training, rail activation 
services" signage, and other media,needs for the existing 53 stations and nine new stations for 
the Project. 
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SCC 90 - Unallocated Contingency 

This SCC represents the entire unallocated contingency for ,the Project. It provides a 
management' reserve to address I)on-specified additional Project execution costs and 
uncertainty due to risk factors such as unresolved design issues, market fluctuations, 
unanticipated site conditions; and change orders, It also COlI,ers unforeseen expenses and 
variances between estimates and actual costs, Contingency win be managed over the life of the 
Project in accordance will:! the Project Contingency Management Plan. 

SCC Code 100 - Finance Charges 
''-.. 

This category includes finance charges expected to be paid prior to either completiol;l of ,the 
: Project or'the receipt of all the Section 5309 New Starts funding, whichever occurs later in time . 

. , 
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Attachment 3 
San Diego Association of Governments (SANDA(i) 

Mid-Coast Corridor Transit Project 
San Diego, California 

Baseline Cost Estimate 

Table 1 - BCE· by Standard Cost Category· .- .. , 
.. 'Applicable Una Hems· Only YQE Dollars Total_ 

. 10 GUIDEWAY & TRACK ELEMENTS (10.92 miles) 
.. - $326,818,82,5 

: :10.01 GUideway.:"At'grade.exclusilie riQhH)f~way .. . __ .$20.514.964' 

10.04, GuideWay:' Aerial ,structure 
- . - $185,473,137 - .\ 

10.06 Guldewa1j:" Underground' cut &'cover 
~,. I 

-$3,1 1'0',6,30 

· 10:08 Guideway: Retained-cufor fill _. - . $56,504,8.16 
10.09 Track': Direct fi)(ation .-- < .~- .. .- _. $20,"(39.895 

- -- . 
" . 

_J 

10.11 Track:· Ballasted 
. -- '.- ......... . $23.-353.262, , .. 

" 1 0.12'Trai:lV_SpEicial (switches, turnouts)'. - '$16,330,121, 
10,13 Track; Vibration 'and noise dampening ~ -

r $7-92:000 " 

20 STAnON~, STOPS, T,Ef:tMINALS, II')ITE~.MODAL (!fstatlons) 
. __ . 

$82,838,589 
20,01_At~grade station,.~iop, shelter, .mall,.teimioal, platfprm - - .-- $20,822,666 
20.02-Aerial ,station, stbptshelter, mall, terminal. _platform 

.. 
$32,BF,92i7 - .. 

20.06 Automobile. 2"arking multicsto'Y!structure .. -- - , 
' ... _-. - ~. - .. , .--- - ' . 

-$11,550,000 .. 
20,07 Elevators .. escalators $17.647,996 

, 40:SITEWORK & SPECIAL CONDITIONS $502,81.4,371 , 
': 40:01 bemoll'tion.: Clea'fi'n'g ':'~Earthwork _ ... 

'-
$4,256,940 -' 

· 40.02 -Sitel Utilities, Utility· Relocation - $71,118,050 
~0.03· Haz, mat'l', contam~d soli, ~movaL'mitlgatlon. g'roundwatertreatfnenfs $440,000 ( 

40.04 Etfvironmental mitlgatlon,'e.g. weUands, historiClarcheoIOglc"parks $4,402,147. . 
40.05, Site structures InCluding retaining walls. sound walls 

- . 
,$12·.817,997-' "'-

· 40.06 Pedestrian I bike access and accommodatio(l.;iandscapihg '" $10,965,61.0 
40.07 Automooile. bu's, lIan .a.c'c·esswaYs,inc(udlrig'roads,:paii(ing lOt's, $37,2'11·,493 . 
4CtOa-TerTlporary-Facilities'iina otlier indirect costs.durin-g construction - $361,602.074 . 
50 SYSTEMS 

.. 
$171,360,363 ; 

50.01 Train control and signals $59,832',508 
,50.02 Traffic si"gnals' and :cr,ossing.protection 

.--' .. $4;41 5-,234 _ - _ . - -, "-

,50.03 Traction power su~; substations " 
.. 

I $36,751,912 " -~ - . ' 

'50,04 Traction power distribution: catenaI\' and third "(ail 
-- . 

-.~. --- - ~- .. - .~--

$48:673,459 ;' 
50.05 CommuniCations 

- .. & 

$8',257,250-, ' --
50,06 Farercoilectlon system and 'equipment'. ._ - . - .$8,140;000 
,50.07 Central Control 

.. .. 
$5.280,000 ' -- , 

60 ROW, LAND, EXISTING IMPROVEMENT_S 
',P-- ._ .-,' ,-,' ~ .... -' $.101,233,011 

60.0,1 Purchase or lease'of real estate .. 
~ .. , $98,933',611 ; 

60.02 ReloCation of existing tiousenolds;and busineSses 
"- .. -" ---, --

$2;300,000. 
70 VEHICLES (;16 \/ehlcles) $"178,478,010 
70.01 ligbt:Raif' $162,252,736, 
70,07 SparEPp'arts- -- - ... - .. ' 

:'.$_16,225,274 ; - -

SO'PROFESSIONAl SERVICES (applies to Cats. 10-50), l3,B1,~5_4, OAa.6 
80.01 Pf6lect'Development _ _ $124.000,000 
80.02 Engineering 

. ' $83.46'0,233 . 

80.03 Project Management for Desigmand,Construction . $64,07-2,262 
80.04 Construction-Administration '&'Marfagement - '$93,3'33,073 ' 
80, 06 te~Jal\' __ PEIr'mitS;, REi-.iievi Fees b~· other,.agenCle.s;, ~iti~s-,. etc-, ' . $6,277.,900 
80.08 Start up' _ .- ~ • _ A .. - - - . $1"0,110,57.8 ' .. -, 

Subtotal (10 - 80) - $1,744,787;214 
90 UNALLOCATED CONnNGENCY $69,013,709 

. Subtotal (10 - 90) $1.813,800,922 
i 100 FINANCE, CHARGES $357,399,622 
- Total Proj'edCost (1 0 - fOOl, - $2,171,200545 .. 

, 
: .~ 
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Attachment 5 
San Diego Association of Governments (SANDAG) 

Mid-Coast Con:idor Transit Project 
San Diego, California 

Prior Grants and 'Relate~ Documents 

J. Prior Grants (not included In the FFGA) 

P~OI~~t tf"-mbe~_I~ Obl;9at~O~'Dat. 
. . . .._-

Federal Amount Funding Source Purpose , : -"".-'-~ -- -. - -~-. 
; CA-03~0784 ' ,3/28/2007. $7,017;516 Sectio-ri 5309 > Planning , 

if I 

CA-03~07901': . 
- .. . , 

Piaoning 8/1/200}- $340,320 Section 530,9 
I · ". ,. -

. " W A 

1." 

-
811[2007 I CAw o.3 -0031 $6'5.1,680 Section 5309 Plannihg 

~ . - - • ... .. . _ . 

II. Related Documents 

1. Notice of l!ltent and Scoping Notice for Preparation of an Alternatives Analysis/Draft 
Environmental Impact Statement 

2. Completion of Alternative Analysis 
3.. Locally Preferred Altemative Adopted 
4. Board Decision to have Two-Phas.ed Project 
5. Final Environmentallnfpact Statement-Phase 1 
6, Record of Decision for Phase 1 
7.. Board Decision to have a $ i'ngle Phase Project 
8. Evaluation of Alternatives Report , 
9. pomparative Evaluation of Alternatives Report and 

Reconfirmation of the LPA 
10, LPA Adopted into Fiscally ,Constrained Long Range Plan 
11. Notice of Intent·for the Environmental Impact 
12. Approval to Enter SAFETEA-LU Preliminary Engineering 
13. Draft Environmental Impact Statement 
14. Supplemental Environmental Impact Statement for San Diego 

Fairy Shrimp 
15, Final EIS and Record of Decision 
16, Approval to Enter Engineering 

III. FFGA Grant History (Grants Under the FFGA) 

April 11,1990 
February 16, 1995 
October 26, 1-995 

December 14, 1995 
June 12, 2001 

August 29, 2001 
April 15, 2005 
Ap~iI 23,,2010 

July 23, 2010 
October 22,2010 

July 12, 2011 

August 17, 4011 
, , 

May 1, 2013 

July 3,2014 
October 15,. 2014 

April 2, 2015 

p, ~r9~ ~~;, ~-~-.:' -}:..:.. ":"'O-~-II'g=--a=~~i~';';"'n':"'-p.....::"'"'te'--· -',Ie- ' ;~~--ura-n~~ ''-'..., -'---=Fs=U:'-'ud"-r~-'-~:'-'" -=--,""::;---='--.-p u-r-p-o'-se--'---' , 

i'-----'=-----.,..----'.-....:....:.:.....:.!---~I ~-=--I-~-II---'- - ,- --'---- I, 

'--__ N_o_n_8 _ _ =--= . .....:-=--__ N_· I_A---,-_~'... . _ ~fA. _.,...N_fA __ '. __ .. _ Nf~_. .. .. ~ 

, 
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Attachment 6 
San Diego Association of Governments (SANDAG) 

Mid-Coast Corridor Transit Project 
San Diego, California 

Schedule of Federal Funds 

Section 3005 of the Fixing America's Surface Transportation ("FAST") Act (Pub. L. 114--94; 
Dec. 4,2015) a'uthorizes FTA tb award Federal major capital investment (New Starts) funds for 
design and construction of the Mid-Coast Corridor Transit Project (the Project). In accordance 
with Federal transit law at 49 U.S.C. Chapter 53 and FTA Circular 5200.1A, Full Funding Grant 

Agreements Guidance (December 5" 2002),. by the execution of this Agreement the Government 
is limiting its commitment to provide New Starts funding for the Project to those funds that have 
been or may be appropriated during the term of the FAST Act and subsequent 
authorizations. The Govemment and the Grantee recognize, however, that.t~e period of time 
necessary to compl.ete the Project will extend bE!yond the FAST Act, as evidenced by 
Attachment 4 of this Agreement (Baseline Schedule). 

Currently, the Government and the Grantee antiCipate that the New Starts funds will be provided 
for the Project as follows: 

Proposed Schedule of Federal Funds 
(Based on Year of Appropriation) 

F d I F" I Y ~ 'Fed,eral Section 5309 L IF dl 
e era Isea ear N Starts F d" . oca un ng Total Funding 

,ew un Ing 

2016 and ~rio~ $.1 oo,ooq,~oo $.107,900.208 $207,900.20~ 

'2017 $259,87.5;260 ' 

2018. $'100,000.000 '$'107,900,208 $207,900,20~ 

2cH9' $100,0.00:0.00 $107,900~208 $207,900,208 

-20201 $1 00,000;000 $10.7,,900.208 '. $207,900,208 ! , 
,2021 $100,QOQ',b'Oo $207 ,900 ,20~ 

$100,000,,000 $207,900,208 

2023· - .. 
~ •• , p 2'024 $fOO,OOO'c,'O"Ob ." $107,900;208 $207,900.20.8 ' 

2025 $100,000,0.00 . $107,9.00,208 $~P.7 ,900,208 
-~~ .-

$-1.8,38.0.0.00 $21,843.41'3 ,$40,~~~.413 
r-------~ .. -------;----~-=··------~rJ~--~----~~_r----~~------~, 

$1,043,380,000'. S1,12(,82p,545! $2,.171,200,545 

2026 

Total 
:~------~~----~--------------~----~ .. ~~~----~ .. ~------~.~" .. ~"~~.~.~ 

Note: Sources of local funding include SANDAG TransNet sales tax revenues and bond proceeds. 
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Attachment 7 
San Diego Association of Governments (SANDAG) 

Mid-Coast Corridor Transit Project 
San Diego, California 

Measures to Mitigate Environmental Impacts 

The measures to mitigate the environmental impacts of the Mid·Coast Corridor Transit Project 
("Project~) are included i'n the environmental record and include the following documents which 
are incorporated herein: 

1. Final Supplemental Environmental Impact Statement and Subsequent Environmental 
Impact Report - October 15. 2014 

2. Record of Decision - October 15, 2014 
3. Notice of ~etermination - November 21, 2014 

The mitigation measu-res and other projecffeatures that reduce adverse environmental and 
community impacts to which FTA and SANDAG committed in the environmental record may not 
be eliminated from the Project, except by FTA's written consent and in accordance with 
applicable laws and regulations. These mitigation, measures include,. but are not limited to, 
commitments to perform further consultation with any agency on environmental and related 
matters .. On November 24, 2015, SANDAG transmitted to FTA a table that listed the status of 
the mitigation measures identified in the ROD. The table's purpose is to facilitate monitoring of 
the implementation of the mitigation measures during final design and construction. Monitoring 
and mitigation compliance will be the responsibility of SANDAG's Deputy Project Administrator 
for Administration assigned to ,the Project. That table and its periodic revisions to add the 
measures resulting from required consultations; permit approvals, and FTA,approved changes, 
and to update the implementation status of the measures are incorporated herein by reference. 

.j 

'I 

l 

'f 
.( 

./ 
I 
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Attachme-nt 8 

S~n Diego Association of Governments (SANDAG) 
Mid-Coast Corridor Transit Project 

San Diego, California 

Implementation of a Before-and-After Study 

The San Diego Association of Govemments (SANDAG) will assemble information and conduct 
analyses to identify the actual o.utcomes of the Mid:"Coast Corridor Transit Project (the Project) 
and evaluate the reliability of the predictions of those outcomes prepa~ed during the planning 
and development of the Project. SANDAG will assemble the information and conduct the 
analyses in accordance with the Before-and-After Study Plan prepared by SANDAG and 
approved by the Federal Transit Administration (FT A), Specifically, the plan addresses the 
following requirements: . 

I. Required Information 

SANDAG will assemble information on five key characteristics of the Project and its 
associated transit services: 

1. Project scope: The physical components of the Project, including environmental 
mitigation and other related elements;-

2. Capital cost: The total Project capital costs in constant dollars, formatted in FTA's 
Standard Cost Categories, and annual expenditures in year-of-expenditure dollars;: 

3. Transit service levels: The service characteristics of the fixed guideway, feeder bus 
services, and other bus services in the corridor; 

4. Operation and maintenance (O&M) costs: Q&M costs for the. Project and the change in 
O&M costs for other transit services in the corridor, and 

·5. Ridership: Trips on the project and the change in transit trips in the corridor plus 
associated impacts on fare box: revenues. 

II. Milestones 

SANDAG will assemble predictions of Project outcomes at three milestones during . . - ~ 

development of t~e Project and ,-,-".ill collect data at two milestones:during its implementation .. 
At each milestone, SANDAG will ~rchive the assembled information, data, and 
documentation and provide to FTA a copy of the archive. 

1., Entry.·into:Preliminary Engir:leering (PEl: Assembly, documentation, and archiving of the 
prediCfed o'u'tEomes 'on all:five cliaraCteristics of the Project at the point when SANDAG 
requested FTA approval for Entry into PE; 
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2. Entry Into New Starts Engineering (NSE): Assembly, documentation. and archiving of 
the predicted o.utcomes on .all five characteristics of the Project at the point when 
SANDAG requested FTA approval for' Entry into NSE. plus an analysis of any significant 
differences in the predicted outcomes compared to the predictions at entry' into PE; 

3. Full Funding Grant Agreement: Assembly, documentation, and archiving of the 
predicted outcomes on all five characteristics of the Proje.ct at the sign"ing of fhe FFGA. 
plus an analysis of any significant differences in the predicted outcomes compared to the 
predictions at entry into NSE; 

4. Actual Conditions before Project Opening: Collection, documentation, and archiving of 
data on existing transit serVices. O&M costs. and transit ridership/revenues immediately 
prior to any significant changes in transit service levels caused by" either'the construction 
or the opening of the Profect; and ' 

5. Actual Conditions after Project Opening: Collectio.n, documentation, and archiving of 
data on the actual outcomes. of the Project on all five characteristics for two years after 
the start of service. 

III. Final Report 

Within 36 months after Project opening, SANDAG will complete a final report· that (1) 
docur;nents the actual'outcomes of the Project on all five characteristics and (2), evaluates 
the accuracy :of predictions of those outcomes that were prepared during project 
development. The body of the final report will be 15-20 pages that highlight findings. 
conclusions. and lessons learned. To support the findings and conclusions, SANDAG will 
include as appendices .to the ,report five technical memoranda to document the detailed 
analysis of each project outcome. 

IV. Coordination with FTA 

SANDAG will maintain communication with FTA and its contractors on progress in 
implementing the Before-and-After Study Plan and provide opportunities for early review 
and for commenting on draft products. SAN.DAG must obtain approval in advance of any 
changes in the scope or'schedule for the Study as defined in the Study Plan approved by 
FTA. ' 
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UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 
FEDERAL TRANSIT ADMINISTRATION 

MASTER AGREEMENT 

For Federal Transit Administration Agreements authorized by 
49 U.S.c. chapter 53 and Title 23, United States Code (Highways), as amended by 

the Fixing America's Surface Transportation (FAST) Act, 
the Moving Ahead for Progress in the 21st Century Act (MAP-21), 

the Safe, Accountable, Fle'Xible, Efficient Transportation Equity Act: A Legacy for Users 
(SAFETEA-LU), the SAFETEA-LU Technical Corrections Act of 2008, 

FTA MA(23) 
October 1,2016 

or other federal laws that FT A ad ministers. 

http://'www .transit.dot.gov 
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UNITED STATES DEPARTMENT OF TRANSPORTATION 
FEDERAL TRANSIT ADMlNISTRA TION 

MASTER AGREEMENT 

PREFACE 

Statutory Authorities 

This is the official Federal Transit Administration (FTA) Master Agreement that applies to each 
Underlying Agreement (Grant Agreement, Cooperative Agreement, Loan, Loan Guarantee, or 
Line of Credit) for a specific Award authorized by; 

1. Federal transit laws, 49 U.S.c. chapter 53, as amended, including the following: 
a. The Fixing America's Surface Transportation (FAST) Act, Public Law No. 114494, 

December 4, 2015, and other authorizing legislation that may be enacted, 
b. The Moving Ahead for Progress in the 21st Century Act (MAP-21), Public Law No. 112-

141, July 6,2012, as amended by the "Surface Transportation and Veterans Health Care 
Choice Improvement Act of 20 15," Public Law No. 114-41, July 31, 2015, and 

c. The Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for 
Users (SAFETEA-LU), Public Law No. 109-59, August 10,2005, as amended by the 
SAFETEA4LU Technical Corrections Act oi2008, Public Law No 110-244, June 6, 
2008. 

2. Continuing Resolutions or Other Appropriations Resolutions or Acts funding the Department 
of Transportation during Fiscal Year 2017. 

3. Title 23, United States Code (Highways). 

4. Other federal legislation that FT A administers, as FT A so determines. 

Purpose of the Master Agreement 

This FT A Master Agreement contains the standard terms and conditions that apply to the 
Underlying Agreement with the Recipient, which Underlying Agreement may take the form of an: 

1. FT A Grant Agreement, incl uding an FT A Grant Agreement for an award of federal 
assistance under the Tribal Transit Program, 

2. PTA Cooperative Agreement, or 
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3. FT A Transportation Infrastructure Finance Innovation Act (TIFIA) Loan, Loan Guarantee, 
Line of Credit, Master Credit Agreement, or State Infrastructure Bank (SrB) Cooperative 
Agreement. 

THEREFORE, in consideration of the mutual covenants, promises, and representations herein, 
PTA and the Recipient agree as follows: 

GENERALLY APPLICABLE PROVISIONS 

Section 1. Terms of the Master Agreement and Compliance 

a. The Recipient must comply with all applicable federal laws, regulations, and requirements, 
and should follow applicable federal guidance. except as FTA detennines otherwise in 
writing. 

b. To assure compliance with federal Jaws, regulations, and requirements, the Recipient must 
take measures to assure that other participants in its Underlying Agreements (e.g., Third 
Party Participants) comply with applicable federal laws, regulations, and requirements, and 
follow applicable federal guidance, except as FT A determines otherwise in writing. 

c. FT A may take enforcement action if the Recipient or a Third Party Participant violates an 
applicable federal law, regulation, or requirement, or does not follow applicable federal 
guidance. 

d. PTA and the Reci pient agree that not every provision of this Master Agreement will apply to 
every Recipient or Underlying Agreement. 
(l) FT A has divided the Master Agreement into the "Preface," "Generally Applicable 

Provisions," and "Special Provisions for Specific Programs." 
(2) This Master Agreement has an Appendix A illustrating the specific provisions of the 

Master Agreement that apply to the Tribal Transit Programs. 
(3) Criteria determining which federal laws, regulations, requirements, and guidance apply 

include the type of Award, the federal law authorizing federal assistance for the Award, 
the federal law, regulations, or requirements governing how the Award must be 
implemented, the federal guidance pertaining to the Award, and the Recipient's legal 
status as a "state," "state instrumentality," a "local government," a federally recognized 
Indian Tribe ([ndian Tribe), a "private nonprofit entity," a "private for-profit entity," or 
an individual. 

e. As provided in federal laws, regulations, requirements, and guidance. FTA will enforce only 
those federal laws, regulations, requirements, and guidance that apply to the specific FI A 
Recipient, its Third Party Participants, or any Project and related activities encompassed in 
the Award, the accompanying Underlying Agreement, and any Amendments thereto. 

f. Each provision of this Master Agreement must be interpreted in context with all other 
provisions of this Master Agreement and the Underlying Agreement. If a single provision is 
read apart from the rest of this Master Agreement or the Underlying Agreement, that 

FT A Master Agreement MA(23), 10-1-2016 
2 
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provision might not convey the extent of the Recipient's responsibility to comply with the 
requirements of this Master Agreement and the Underlying Agreement. 

g. This Master Agreement does not have an Expiration Date. This Master Agreement continues 
to apply to the Recipient and its 'Underlying Agreement, until modified or superseded by a 
more recently enacted or issued applicable federal law, regulation, requirement, or guidance, 
or amendment to this Master Agreement or the Underlying Agreement. 

Section 2. Definitions. 

a. 'List of Defmitions. In addition to the definitions provided in 49 U.S.C. § 5302, as amended 
by the FAST Act, or in previous legislation jf circumstances may require, the Recipient 
agrees that the following defin.itions apply: 

(1) Application means the request for federal assistance submitted that is signed and dated 
by the Applicant or an official authorized to act on ~he behalf of the Applicant, and 
includes all explanatory, supporting, and supplementary documents filed with FTA by 
or on behalf of the Applicant, and has been reviewed by PTA staff and addresses FTA's 
conunents and concerns. An application for federal assistance in the form of a Grant or 
Cooperative Agreement must be submitted in in FT A's electronic award management 
system. 

(2) Approval, unless PTA determines otherwise in writing, means a written statement ofan 
authorized federal official transmitted electronically or in typewritten hard copy 
expressly permitting the Recipient to take or omit an action in connection with its 
Underlying Agreement, and signed by a federal official authorized to permit the 
Recipient to take or omit an action that may not be taken or omitted without the Federal 
Government's permission. Approval does not mean permission to take or omit a similar 
action other than the specific action for which approval was given and does not include 
an oral permission or inteq,retation, which has no legal force, authority, or effect. For 
purposes of this Master Agreement, the definition of "approval" also applies to 
"concurrence" and "waiver." 

(3) 

(4) 

(5) 

Associated Transit Improvement means, with respect to a Project or an area to be served 
by a Project that is designed to enhance public transportation service or use and that is 
physically or fun,ctionally related to transit facilities. 

Award means the Scope of Work that Ff A has approved when FT A agreed to provide 
federal assistance. The Award also includes the requirements of all documents, terms, 
and conditions incorporated by reference and made part of the Underlying Agreement, 
which may be a Grant or Cooperative Agreement. 

Award Budget {fonnerly, Approved Project Budget] means the budget for all the 
Projects encompassed by the FT A Award. rn contrast, Project Budget means the budget 
allocated for a single Project contained within an Award that PTA or a pass-through 
entity approves during the federal award process or in subsequent amendments to the 
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.' 

FTA Award. It may include the federal and non-federal share or only the federal share, 
as determined by FT A or the pass-through entity. For legal and other purposes, FT A 
reserves the right to consider information other than that displayed electronically or on 
paper in the "Award Budget" to determine the scope of the Award, eligible Project 
activities, and other terms used in connection with the Award. 

(6) Common Rules means anyone or more of the following; 
(a) U.S. DOT regulations, "Uniform Administrative Requirements, Cost Principles, 

and Audit Requirements for Federal Awards," 2 C .F.R. part 120 I, which 
incorporates by reference U.S. Office of Management and Budget (OMB) 
regulatory guidance, "Uniform Administrative Requireme~ts, Cost Principles, and 
Audit Requirements for Federal Awards," 2 C.F.R. part 200, 

(b) U.S. DOT regulations, "Uniform Administrative Requirements for Grants and 
Cooperative Agreements to State and Local Governments," former 49 C.F.R. 
part 18, and 

(c) U.S. DOT regulations, "Uniform Administrative Requirements for Grants and 
AgTeements wi th Institutions of Higher Education, Hospi tal5, and Other Non-profit 
Organizations," fonner 49 C.F.R. part 19. 

(7) Concurrence has the same meaning as the defmition of Approval in this section of this 
Master Agreement. 

(8) Cooperative Agreement means an instrument that the Federal Government uses to 
award federal assistance to the Recipient to support each specific Project and related 
activities described in the Underlying Agreement in which, consistent with 31 U.S .c. 
§ 6305, the Federal Govenunent takes an active role and retains substantial control. An 
FTA Cooperative Agreement consists of three parts: 
(a) The FTA Award, consisting of the amount of federal assistance FTA is providing 

to support each specific Project and related activities, and a description of each 
Project, as set forth in the Application submitted to FTA in FTA's electronic 
award management system; 

(b) The Terms and Conditions incorporated by reference and made part of the 
Cooperative·AgTeement, consisting of the following documents, irrespective of 
whether electronic or in typewritten hard copy, 
1 The most recent "Federal Transit Administration Master Agreement, which 

applies to this Cooperative Agreement, http://www.transit.dot.gov, 
2. The current Certifications and Assurances applicable to the FTA Award that 

the Recipient has selected and provided to FT A, and 
1 Any Award notification containing special conditions or requirements if 

issued, and \ 
(c) The Execution of the Cooperative AgTeement by the Recipient. 

(9) Designated Recipient means an entity designated, in accordance with the plaruling 
process under 49 U.S.C. §§ 5303 and 5304, by the governor of a state, responsible local 
officials, and publicly owned operators of public transportation, to receive and 
apportion amounts under 49 U.S.c. § 5336 to urbanized areas of 200,000 or more in 
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population; or a state or regional authority, if the authority is responsible under the laws 
of a state for a Capital Project and for financing and directly providing public 
transportation . 

(10) Disability has the same meaning as in section 3( I) of the Americans with Disabilities 
Act of 1990, as amended, 42 U.S.C. § 12102. 

(II) Federal Assistance means a type of federal funding that the Recipient receives through 
the Underlying Agreement. 

(12) Federal Award Identification Number has the same meaning as "Project No." in 
previous Grant Agreements and Cooperative Agreements with FT A. 

(13) Federal Government means the United States of America and any of its executive 
departments or agencies. 

(14) Federal Guidance includes any federal document or publication signed by ~ 
authorized federal official providing official instructions or advice about a federal 
program that is not defined as a "federal requirement" and applies to entities other than 
the Federal Government. Federal Guidance also may apply to the Federal Govemment, 
and may take the fonn of a: 
(a) Federal directive, 
(b) Federal circular, 
(c) Federal order, 
(d) Federal published policy, 
(e) Federal administrative practice, 
(f) Federal guideline, 
(g) Federal guidance docwnent, 
(h) Letter signed by an authorized federal official, or 
(i) Similar document . 

(15) Federal Requirement means: 
(a) An applicable federal law, regulation, or executive order, 
(b) An applicable provision of the Underlying Agreement, including any Special 

Condition, Requirement, Provision, or Condition of Award, 
(c) This Master Agreement, . 
(d) A later Master Agreement after FT A and the Recipient have entered into the 

Underlying Agreement, or 
(e) Another applicable federal mandate. 

(16) Federal Transit Administration (FTA) is an operating administration ofthe Department 
of Transportation (U.S. DOT). Any reference to the "Urban Mass Transportation 
Administration" (also referred to as "UMTA") refers to the "Federal Transit 
Administration" or "FTA" when appearing in any records of the United States. 

(17) Federal Transit Administrator is the head of the Federal Transit Administration. 
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(I8) Federally Recognized Indian Tribe means an Indian tribe that is federally recognized by 
the Bureau ofIndian Affairs of the U.S. Department of the Interior in accordance with 
the provisions of the Federally Recognized Indian Tribe List Act of 1994, as amended, 
25 U.S.C. § 5130. 

(19) Fiscal Year, as used in this Master Agreement, means "federal fiscal year," which 
begins on October 1 of each calendar year and ends on September 30 of the next 
calendar year. 

(20) Governor means the governor of a state, the' mayor of the District of Columbia, or the 
chief executive officer of a territory of the United States and includes the designee 
thereof 

(21) Grant Agreement means an instrument that the Federal Govenunent uses to award 
federal assistance to the Recipient to support each specific Project and related activities 
described in the Underlying Agreement in which, consistent with 31 U.S.c. § 6304, the 
Federal Government does not take an active role and does not retain substantial control. 
An FT A Grant Agreement consists of tJU"ee parts: 
(a) The FTA Award, consisting of the amount of federal assistance FT A is providing 

to support each specific Project and related activities, and a description of each 
Project, as set forth in the Application submitted to FT A in FTA's electronic 
award management system; 

(b) The Terms and Conditions incorporated by reference and made part of the Grant 
Agreement, consisting of the following documents, irrespective of whether 
electronic or in typewritten hard copy: 
1 The most recent "Federal Transit Administration Master Agreement, which 

applies to this Grant Agreement, htto;llwww.transit.dot.gov, 
2 The current Certifications and Assurances applicable to the ITA Award that 

the Recipient has selected and provided to FT A, and 
J. Any Award notification containing special conditions or requirements if 

issued, and 
(c) The Execution of the Grant Agreement by the Recipient. 

(22) Indian Tribe means the Recipient or Subrecipient that receives "Tribal Transit 
Program" assistance authorized by 49 U.S.C. § 5311 (c)(l) to support its Underlying 
Agreement. 

(23) Internal Controls means a process, implemented by a Recipient or Subrecipient, 
designed to provide reasonable assurance regarding the achievement of objectives in the 
following categories: (a) effecti veness and efficiency of operations, (b) reliability of 
reporting for internal and external use, and (c) compliance with applicable laws, 
regulations, and requirements. 
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(24) Local Government Authority includes: (a) a political,subdivision ofa state; (b) an 
authority of at least one state or political subdivision of a state; (c) an. Indian tribe; an·d 
(d) a public corporation, board, or commission established under the Jaws of a state. 

(25) Low-Income Individual, for purposes of49 U.S.C. § 5311(j)(I)(A)(iii), means an 
indi vidual whose family income is at or below 100 percent of the poverty line, as that 
term is defined in section 673(2) of the Community Services Block Grant Act, 
42 U.S.c. § 9902(2), including any revision required under that section, for a family of 
the size involved. 

(26) Master Credit Agreement means a Loan, Loan Guarantee, or Line afCredit made 
available to a Recipient under the Transportation Infrastructure Finance and Innovation 
Act (TIFIA) of 1998, as amended, 23 U.S.c. §§ 601 - 609, the type of Underlying 
Agreement used for a TIFIA loan, loan, or loan guarantee. 

(27) Non-Federal Funds or Non-Federal Share includes the following sources of funding or 
in-klnd property or services used to match the federal assistance awarded for the Grant 
or Cooperative Agreement: 
(a) Local funds, 
(b) Local in-kind property or services, 
(c) State funds, 
(d) State in-kind property or services, 
(e) Other federal funds for which the federal statute authorizing a program specifically 

provides that federal funds made available for that program can be applied to the 
cost sharing requirements of other federal programs. 

(28) Non-Tribal Service Provider, for purposes of 49 U.s.c. § 5311(j)(2), means a non-tribal 
provider of public transportation that connects residents of tribal lands with 
surr09unding communities, improves access to employment or healthcare, or otherwise 
addresses the mobility needs of1ribal members. 

(29) Project means the public transportation imprqvement activities eligible for federal 
assistance in an application to FTA andlor in an ITA Award. 

(30) Public Transportation, has the same meaning as ''transit'' or "mass transportation," and, 
consistent with the definition at 49 U.S.c. § 5302, means regular, continuing shared
ride surface transportation services that are open to the general public, or open to a 
segment of the general public defined by age, disability, or low income, but does not 
include: ' 
(a) Intercity passenger rail transportation provided by Amtrak or a successor thereof 

as described in 49 U.S.c. chapter 243, 
(b) Intercity bus service, 
(c) Charter service, 
(d) School bus service. 
(e) Sightseeing service, 
(f) Courtesy shuttle service for patrons of one or more specific establishments, or 
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(g) Intra-terminal or intra-facility shuttle services. 

(31) Recipient or Direct Recipient means a non-federal entity that receives a federal award 
directly from a federal awarding agency to carry out an activity under a federal 
program. The term "Recipient" does not include a Subrecipient. 

(32) Scope of Work means the purpose of the Grant Agreement or Cooperative Agreement 
and the activities and approaches required to carry out a Project. The scope of work 
consists of various components, including the Award Budget, beneficiaries, locations, 
and other aspects identified in the approved'application. FTA reserves the right to 
consider other information in detennining the scope of the Pr'oject or the "scope of work 
of a Grant Agreement or Cooperative Agreement" when "scope" is used for other 
purposes. See the latest edition of the FTA Master Agreement. 

(33) Split Letter (sometimes referred to as a suballocation letter or goverrunent 
subapportionment letter) means a letter in-which a Designated ReCipient of Urbanized 
Area Formula Grant Program funding authorized by 49 U.S.c. § 5307, agrees to a 
reassignment or reallocation of that federal assistance to one or more direct Recipients. 

(34) Subagreement or Subgrant means an agreement through which the Recipient awards 
federal assistance to its Subrecipient(s) to support or stimulate any of the Recipient's or 
Subrecipient's Projects or related activities supported under the Award, the 
accompanying Underlying Agreement, or Amendments thereto, but does not include a 
third party contract, third party subcontract, or lease. 

(35) Subrecipient or Subgrantee means any entity or person that receives federal assistance 
provided by an FTA Recipient instead ofFTA directly, but does not include a Third 
Party Contractor, Third Party Subcontractor, or Lessee. 

(36) Third Party Agreement includes agreements or arrangements supported in whole or in 
part with federal assistance awarded to a Recipient by FT A, including a subagreement 
with a subrecipient, a third party contract, a third party subcontract, a lease, or similar 
arrangement or agreement as FTA may recognize. 

(37) Third Party Contract means a legal instrument by which a Recipient or Subrecipient 
purchases property or services needed to carry out the Grant Agreement or Cooperative 
Agreement. This does not include an instrument describing a transaction that meets the 
definition of a federal Award, Grant, Cooperative Agreement, Sub award, or 
Subagreement. 

(38) Third Party Participant means each participant in the Recipient's Project, except for 
FTA and the Recipient, whose work under the Proje~t is supported with FTA funding, 
eligible non-federal share dedicated to the Project, or is dedicated as an in-kind 
contribution eligible for non-federal share. A Third Party Participant may be a 
Subrecipient, Third Party Contractor, Third Party Subcontractor, Lessee, or Similar 
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Participant in the Recipient's Project (for example, a partner in ajoint development 
venture) . 

(39) Third Party Subcontract means a subcontract entered into by the Third Party Contractor 
with a Third Party Subcontractor, or a Third Party Subcontractor with another Third 
Party Subcontractor at any tier, and is supported in whole or in part with the federal 
assistance originally derived from FT A, or non-federal share dedicated to the 
Recipient's Underlying Agreement. 

(40) Underlying Agreement means a specific Grant Agreement, Cooperative Agreement, 
Other Agreement, or Master Credit Agreement, including any amendments thereto, 
supported with federal assistance appropriated or made available under the TIFIA 
program. 

(41) Unique Entity Identifier has two meanings: 
(a) A Recipient's or a Subrecipient's unique entity identifier for purposes of the 

"System of Award Management" (SAM), which currently is the DUNs Number, 
but, 

(b) For FTA purposes, FrA assigns a separate RecipienUVendor ID as a "unique 
entity identifier," which is a four digit number and is displayed on the Grant 
Agreement and the Cooperative Agreement following the heading "Recipient ID." 

(42) Waiver has the same meaning as the definition of Approval in this section of this Master 
Agreement. 

b. Application of Definitions. The Recipient also agrees that the definitions in section 2.a 
above apply throughout this Master Agreement. 

Section 3. Implementation. 

a. Effective Date. The Effective Date of Recipient's Underlying Agreement is the date when 
the authorized FT A official signs the Underlying Agreement. 

b. Description of Each Project. The "Description of Each Project" in the "FTA Award" section 
of the Recipient's Underlying Agreement often provides only a brief description of each 
Project and related activities to be undertaken by the Recipient; therefore, the Recipient 
agrees to perform the work described in the terms of its Underlying Agreement, including all 
the documents and information incorporated by reference and made part of that Underlying 
Agreement. 

c. Prompt Implementation. After receiving notice that the FTA official signed the Underlying 
Agreement, the Recipient agrees to undertake promptly each Project and related activities 
d~scribed in the Underlying Agreement. 

d. Completion Dates. The Recipient agrees to complete each Project within the time periods 
specified in the Underlying Agreement. Unless FTA deterrn.mes otherwise in writing, the 
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milestone dates and other completion dates applicable to the Award are good faith estimates 
and are not intended to be firm contractual requirements. However, FT A and the Recipient 
agree that milestone dates and other completion dates for Full Funding Grant Agreements, 
Small Starts Grant Agreements or other specific agreements in which FT A expressly states 
that the milestone dates or other completion dates for the Underlying Agreement are finn 
dates that may be enforced. 

e. The Recipient's Capacity. To carry out its Underlying Agreement, the Recipient agrees to 
maintain: 
(1) Sufficient legal, financial, technical, and managerial capacity, and adequate functional 

capacity to: 
(a) Plan, manage, and complete its responsibilities outlined in the Underlying 

Agreement, 
(b) Use the Project property, 
(c) Carry out the safety and security aspects of the Underlying Agreement, 
(d) Comply with the terms and conditions of the Underlying Agreement, the 

Recipient's annual Certifications and Assurances to FTA, and applicable federal 
laws, regulations, and requirements, and 

(e) Follow applicable federal guidance, except as the Federal Government determines 
otherwise in writing. 

(2) Strong internal controls to assure that it is managing its Award in compliance with 
federal Laws, regulations, requirements, and the terms and conditions of the Underlying 
Agreement including, but not limited to: 
(a) Amendments or revisions to its Award Budget, 
(b) Salaries and wages of the Recip'ient and Subrecipient personnel, 
(c) Protection ofpersonaJly identifiable information and other sensitive information, 

and 
(d) Other matters that must be in compliance with federal laws, regulations, 

requirements, and the tenns and conditions of the Underlying Agreement. 

f. U.S. DOT Administrative Requirements. The' Recipient agrees to comply with the following 
U.S. DOT requirements (Common Rules) to the extel,lt applicable: 
(1) Requirements Applicable On or After December 26,2014: The follOWing requirements 

apply to the Award, the accompanying Underlying Agreement, and any Amendments 
thereto signed by an authorized FTA officiat on or after December 26,2014 as follows: 
(a) U.S. DOT regulations, "Unifonn Administrative Requirements, Cost Principles, 

and Audit Requirements for Federal Awards," 2 C.F.R. part 1201, which 
incorporates by reference U.S. OMB regulatory guidance, "Unifonn 
Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards," 2 C.F.R. part 200, and which applies to an Award, the 
accompanying Underlying Agreement, and any Amendments to any Underlying 
Agreement with a state, local government, Indian tribe, institution of higher 
education (lliE), or nonprofit organization, and 

(b) Except as ITA determines otherwise in writing, U.S. DOT regulations, "Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards," 2 C.F.R. part 1201, and Subparts A through E of U.S. OMB 
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regulatory guidance, "Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards," 2 C.F.R. part 200, apply to a private for
profit entity; notably, the Cost Principles of subpart 31.2 of the Federal 
Acquisition Regulation, which permits the payment of profits or fees for work 
under procurement contracts, generally will not apply to private for-profit entities. 

(2) Requirements Applicable Before December 26,2014. The following requirements 
apply to the Award, the accompanying Underlying Agreement, and any Amendments 
thereto signed by an authorized FTA official before December 26,2014 as follows: 
(a) For a state, local government, or Indian tribal government, U.S. DOT regulations, 

"Uniform Administrative Requirements for Grants and Cooperative Agreements to 
State and Local Governments," former 49 C.F .R. part 18, 

(b) For an institution of higher education or a nonprofit organization, U.S. DOT 
regulations, "Uniform Administrative Requirements for Grants and Agreements 
with Institutions of Higher Education, Hospitals, and Other Non-Profit 
Organizations," former 49 C.F.R. part 19, or 

(c) For a private for-profit organization, U.S. DOT regulations, "Unifonn 
Administrative Requirements for Grants and Agreements with Institutions of 
Higher Education, Hospitals, and Other Non-profit Organizations," former 
49 C.F.R. part 19. 

g. Application of Federal. State, and Local Laws. Regulations. Requirements. and Guidance. 
The Recipient agrees to comply with all applicable federal requirements and federal 
guidance. All standards or limits are minimum requirements when those standards or limits 
are included in the Recipient's Underlying Agreement, or this Master Agreement. At the 
time the FTA Authorized Official awards federal assistance to the Recipient in support of the 
Underlying Agreement, the federal requirements and guidance that apply then may be 
modified from time to time, and will apply to the Recipient or the accompanying Underlying 
Agreement. 

h. The Recipient's Responsibility to Comply with Federal Requirements. Irrespective of . 
involvement by any other entity in the Underlying Agreement: 
(1) General. The Recipient agrees that it must comply with all federal requirements that 

apply to itself and the Underlying Agreement. 
(2) Primary Responsibility for Compliance. 

(a) The Recipient, as the Direct Recipient of federal assistance, agrees that it is 
ultimately responsible for full compliance with federal requirements related to 
itself, its Award, the accompanying Underlying Agreement, and any Amendments 
thereto, even though: 
1 A Third Party Participant provides property or services to support a Project or 

related activities implementing the Award, the accompanying Underlying 
Agreement, any Amendments thereto, or 

2 Another entity or person is involved with the Award, the accompanying 
Underlying Agreement, or any Amendments thereto. 

(b) FT A and the Recipient agree that if FT A makes an Award to a Recipient other 
than the Designated Recipient as defined under 49 U.S.c. § 5302, the Designated 
Recipient is not a party to the Award or the Underlying Agreement and is not 
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responsible for compliance with federal requirements related to the Underlying 
Agreement. However, ifFTA makes an Award to a Designated Recipient, then 
that Designated Recipient is responsible for compliance with federal requirements 
related to its Underlying Agreement. FTA and the Recipient further agree to the 
terms of the Designated Recipient's Split Letter, Suballocation Letter, or 
Government Subapportionment Letter attached in FTA's Transit Award 
Management System (TrAMS), including the amounts allocated by the 
Designated Recipient to each Direct Recipient, and the commitment to comply 
with the associated transit improvement requirement as stated in that letter. 

( c) Apart from other oversight and reviews FT A may conduct, the Recipient agrees 
that FT A is expressly authorized to conduct oversight of the Recipient's and its 
Subrecipients' compliance with federal requirements for safety and security, 
procurement (including Buy America requirements), management, and finance. 

I. The Recioient's Responsibility to Extend Federal Requirements to Third party Participants. 
In certain circumstances, the Recipient's compliance with specific federal requirements 
depends on compliance by its Third Party Participant(s) with those federal requirements, and 
therefore: 
(l) General. The Recipient agrees to ensure that its Third Party Participant(s) will comply 

with applicable federal requirements, and follow applicable federal guidance. 
(2) The Recipient as a "Pass-Through" Entity. If the Recipient is providing a subaward to a 

Subrecipient to carry out all or part of its Award, the Recipient agrees to obtain the 
agreement of each Subrecipient to comply with U.S. DOT's administrative 
requirements, as set forth above.-

(3) Performance of the Recipient's Responsibilities. If a Third Party Participant is expected 
to fulfill any responsibilities typically performed by the Recipient, the Recipient agrees 
to ensure that the Third Party Participant will carry out the Recipient's responsibilities 
in compliance with federal requirements, and provide enough information to each Third 
party Participant so that it understands that it will be expected to follow federal 
guidance. 

(4) Risk. As provided in 2 C.F.R. part 1201, which incorporates by reference 2 C.F.R. 
part 200, the Recipient agrees to evaluate the risk involved before awarding a 
subagreement to any entity. 

(5) Third Party Agreements. To comply with federal requirements, the Recipient agrees to 
enter into a written Third Party Agreement with each Third Party Participant in its 
Underlylng Agreement and must include all appropriate provisions stating the Third 
Party Participant's responsibilities to assure the Recipient's capability to comply with 
applicable federal requirements and guidance and specifying the responsibilities that the 
Third Party Participant will fulfill on the Recipient's behalf. 

(6) Notice to Third Party Participants. The Recipient agrees to include notice in each Third 
party Agreement that: 
(a) Federal requirements that apply to the Recipient or the Award, the accompanylng 

Underlying Agreement, and any Amendments thereto may change due to changes 
in federal law, regulation, other requirements, or guidance, or changes in the 
Recipient's Underlying Agreement including any information incorporated by 
reference and made part of that Underlying Agreement, and 
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(b) Applicable changes to those federal requirements will apply to each Third Party 
Agreement and parties thereto at any tier. 

j. Changed Circumstances. The Recipient agrees that changed circumstances may occur that 
may impact the Recipient's ability to comply with the terms and conditions of the Underlying 
Agreement. . 
(l) Types of Changes. Certain circumstances can cause significant changes in performance 

of a Project or related activities or adversely affect the Recipient's ability to carry out its 
Underlying Agreement, such as a: 
(a) Change in federal requirements or guidance, 
(b) Change in state, territorial, local, or tribal requirements, 
(c) Change in the Recipient's circumstances, including: 

1 Its legal, financial, technical, or managerial capacity, 
1. Its continuing control of Project property, or 
~ Another similar situation, and 

(d) Any current or prospective legal matter with potentially serious consequences, 
including a major dispute, default, breach, or litigation, or credible evidence that 
the Recipient's principal, official, employee, agent, or a Third Party Participant, or 
other person has submitted a false claim under the False Claims Act, 31 U.S.c. 
§ 3729 et seq., or has committed a criminal or civil violation of law pertaining to 
fraud, conflict of interest, bribery, gratuity, or similar misconduct involving federal 
assistance; suspension, debarment, Or other similar administrative or enforcement 
action against the Recipient or any Third Party Participant; or any matter or 
situation, including any other change or legal action that may adversely affect the 
Federal Government's interest in a Project or related activities. 

(2) Notice. In the circumstances described above, the Recipient agrees to provide 
immediate written notice to the: 
( a) ITA Regional Counsel for the Region in which the Recipient operates publ ic 

transportation or implements the Underlying Agreement, 
(b) FTA Headquarters Manager that administers the Underlying Agreement, or 
(c) FTA Chief Counsel. 

k. Conflict Between Federal Requirements and State, Territorial, Local. or Tribal Requirements. 
ITA and the Recipient understand that a federal requirement may conflict with a state, 
territorial, local, or tribal requirement, and agree that the Recipient must comply with each 
applicable federal requiremen1 that pre-empts the conflicting state, territorial, local, or tribal 
requirement. 
(1) Compliance with State. Territorial, Local or Tribal Requirements. Unless otherwise 

pre-empted by a federal requirement, FTA and the Recipient agree that 
(a) FTA expects the Recipient to comply with applicable state, territorial, local, and 

tribal requirements, and 
(b) FT A does not require the Recipient to take any action involving the Underlying 

Agreement that would violate a state, territorial, local, or tribal requirement that is 
in conflict with a federal requirement. 

(2) When a Conflict Arises. When a federal requirement conflicts with a state, territorial, 
local, or tribal requirement: 
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'-. 
(a) The Recipient must notify FT A immediately in writing if compliance with the 

federal requirement would violate a state, territorial, local, or tribal requirement, or 
require the Recipient to violate a state, territorial, local, or tribal requirement. 

(b) The Recipient must make appropriate arrangements with FTA to proceed with its 
responsibilities as set forth in the Underlying Agreement, or tenninate the 
Underlying Agreement expeditiously, if necessary. 

I. No Federal Government Commitment or Liability to Third Parties. Except as the Federal 
Government expressly consents in writing, the Recipient agrees that: 
(I) The Federal Govenunent does not and shall not have any commitment or liability 

related to the Underlying Agreement, to any Third Party Participant at any tier, or to 
any other person or entity that is not a party (FT A or the Recipient) to the Underlying 
Agreement, and 

(2) Notwithstanding that the Federal Government may have concurred in or approved any 
Solicitation or Third Party Agreement at any tier that may affect the Underlying 
Agreement, the Federal Government does not and shall not have any commitment or 
liability to any Third Party Participant or other entity or person that is not a party (FT A 
or the Recipient) to the Underlying Agreement. 

Section 4. Ethics. 

a. Standards of Conduct. At a minimwn, the Recipient agrees to, and assures that its 
Subrecipients will, establish and maintain written Standards of Conduct covering conflicts of 
interest that: 
(1) Apply to the following individuals who have a present or potential financial interest, or 

other significant interest, such as a present or potential employment interest in the 
selection, award, or administration of a third party contract or subcontract: 
(a) The Recipient or its Subrecipients' officers, employees, board members, or agents 

engaged in the selection, award, or administration of any third party agreement, 
(b) The immediate family members or partners of those listed above in 

section 4.a( I )(a) of this Master Agreement, and 
(c) An entity or organization that employs or is about to employ any person that has a 

relationship with the Recipient or its Subrecipient listed above in sections 4.a( I )(a) 
and (b) of this Master Agreement; 

(2) Prohibit those individuals listed above in section 4.a(1) from·: 
(a) Engaging in any activities involving the Recipient or any of its Subrecipients' 

present or potential Third Party Participants at any tier, including selection, award, 
or administration of a third party agreement in which the individual has a present 
or potential financial or other significant interest, and 

(b) Accepting a gratuity, favor, or anything of monetary value from a present or 
potential Third Party Participant in the Recipient'S Underlying Agreement, unless 
the gift is unsolicited and has an insubstantial financial or nominal intrinsic value; 
and 

(3) Establish penalties, sanctions, or other disciplinary actions for violations, as permitted 
by state or local law or regulations, that apply to those individuals listed above in 
section 4.a(1) and the Recipient or Subrecipient's Third Party Participants. 
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b. Debarment and Suspension. The Recipient agrees to the following: 
(1) It will comply with the following requirements of2 C.F.R. part 180, subpart C, as 

adopted and supplemented by U.S. DOT regulations at 2 C.F.R. part 1200. 
(2) It will not enter into any arrangement to participate in the development or 

implementation of the Underlying Agreement with any Third Party Participant that is 
debarred or suspended except as authorized by: 
(a) U.S. DOT regulations, "Nonprocurement Suspension and Debarment," 2 C.F.R. 

part 1200, 
(b) U.S. OMB regulatory guidance, "Guidelines to Agencies on Govemmentwide 

Debarment and Suspension (Nonprocurement)," 2 C.F.R. part 180, including any 
amendments thereto, 

_ (c) Executive Orders No. 12549, "Uniform Suspension, Debarment or Exclusion of 
Participants from Procurement or Nonprocurement Activity," October 13, 1994, 
31 U.S.C. § 6101 note, as amended by Executive Order No. 12689, "Debarment 
and Suspension," August 16, 1989,31 U.S.c. § 6101 note, and 

(d) Other applicable federal laws, regulations, or guidance regarding participation with 
debarred or suspended Recipients or Third Party Participants. 

. (3) It will review the U.S. GSA "System for Award Management - Lists of Parties 
Excluded from Federal Procurement and Nonprocurement Programs," 
https://www.sam.gov, if required by U.S. DOT regulations, 2 C.F.R. part 1200. 

(4) It will include, and require each Third Party Participant to include, a similar provision in 
each lower tier covered transaction, ensuring that each lower tier Third Party 
Participant: 
(a) Complies with federal debarment and suspension requirements, and 
(b) Reviews the SAM at https://www.sam.gov, if necessary to comply with U.S. DOT 

regulations, 2 C.F.R. part 1200. 
(5) If the Recipient suspends, debars, or takes any similar action against a Third Party 

Participant or individual, the Recipient will provide immediate written notice to the: 
(a) FTA Regional Counsel for the Region in which the Recipient is located or 

implements the Underlyit:tg Agreement, 
(b) FTA Headquarters Manager that administers the Gran-t or Cooperative Agreement, 

or 
(c) FTA Chief Counsel. 

c. Bonus or Commission. The Recipient affirms that it has not paid, and agrees that it will not 
pay, any bonus or commission to obtain federal assistance for any Project or related activities 
supported under the Underlying Agreement. 

d. Lobbying Restrictions. Tbe Recipient agrees that neither it nor any Third Party Participant 
will use federal assistance to influence any officer or employee of a fed~ral agency, member 
of Congress or an employee of a member of Congress, or officer or employee of Congress on 
matters that involve the Underlying Agreement, including any extension or modification. 
according to the following: ' 
(1) Laws. Regulations, Requirements, and Guidance. This includes: 

(a) The Byrd Anti-Lobbying Amendment, 31 U.S.C § 1352, as amended, 
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(b) U.S. DOT regulations, ''New Restrictions on Lobbying," 49 C.F.R. part 20, to the 
extent consistent with 31 U.S.c. § 1352, as amended, and 

(c) Other applicable federal laws, regulations, requirements, and guidance prohibiting 
the use of federal assistance for any activity concerning legislation or 
appropriations designed to influence the U.S. Congress or a state legislature, and 

(2) Exception. Ifpermitted by applicable federal law, regulations, requirements, or 
guidance, such lobbying activities described above may be undertaken through the 
Recipient's or Subrecipient's proper official channels. 

e. Political Activity. The Recipient agrees to comply with: 
(I) The Hatch Act,S U.S.c. chapter 15, which limits the political activities of state and local 

goverrunent agencies supponed in whole or in part with federal assistance, including the 
political activities of state and local government officers and employees whose principal 
goverrunental employment activities are supported in whole or in part with federal 
assistance, . 

(2) U.S. Office of Personnel Management regulations, "Political Activity of State or Local 
Officers or Employees," 5 C.F.R. part 151, and 

(3) 49 U.S.c. § 5323(1)(2) and 23 U.S.c. § 142(g), which limits the applicability of the 
Hatch Act, as follows.: 
(a) The Hatch Act does not apply to nonsupervisory employees ofa public 

transportation system, or any other agency or entity performing related functions, 
based upon the Award of federal assistance under 49 U.S.c. chapter 53 or 
23 U.S.c. § I 42(a)(2), but 

(b) Notwithstanding the preceding section 4.g(3)(a) of this Master Agreement, the 
Hatch Act does apply to a nonsupervisory employee if imposed for a reason other 
than the Award of federal assistance to its employer under 49 U.S.c. chapter 53 or 
23 U.S.c. § 142(a)(2). 

f. False or Fraudulent Statements or Claims. 
(1) Civil Fraud. The Recipient acknowledges and agrees that: 

(a) Federal laws, regulations, and requirements apply to itself and its Underlying 
Agreement, including the Program Fraud Civil Remedies Act of 1986, as 
amended, 31 U.S.C. § 3801 et seq., and U.S. DOT regulations, "Program Fraud 
Civil Remedies," 49 C.F.R. part 31. 

(b) By executing the Underlying Agreement, the Recipient certifies and affirms to the 
Federal Government the truthfulness and accuracy of any claim, statement, 
submission, certification, assurance, affirmation, or representation that the 
Recipient provides to the Federal Government. 

(c) The Federal Government may impose the penalties of the Program Fraud Civil 
Remedies Act of 1986, as amended, and other applicable penalties if the Recipien't 
presents, submits, or makes available any false, fictitious, or fraudulent' 
information. 

(2) Criminal Fraud. The Recipient acknowledges that 49 U.S.c. § 5323(1)(1) authorizes the 
Federal Government to impose the penalties under 18 U.S.C. § 1001 if the Recipient 
provides a false, fictitious, or fraudulent claim, statement, submission, certification, 
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assurance, or representation in connection with a federal public transportation program 
under 49 U.S.C. chapter 53 or any other applicable federal law. 

g. Trafficking in Persons. 
(I) Legal Authorities. The Recipient agrees to comply and assures the compliance of each 

Subrecipient, with federal requirements and guidance , including; 
(a) Section 106(g) of the Trafficking Victims Protection Act of 2000 (TYPA), as 

amended, 22 U.S .C. § 7104(g), and 
(b) The tenns of this section 4.g, which have been derived from U.S. OMB regulatory 

guidance, "Award Term for Trafficking in Persons," 2 C.F.R. part 175, per 
U.S. OMB's direction. 

(2) Definitions. The Recipient agrees that for purposes of this section 4.g: 
(a) Employee means either: an individual who is employed by the Recipient or a 

Subrecipient, and is participating in a Project or related activities as set forth in the 
Underlying Agreement, or another person who is participating in a Project or 
related activities as set forth in the Underlying Agreement and is not compensated 
by the Recipient, including, but not limited to, a volunteer, or an individual whose 
services are contributed by the Recipient or Third Party Participant as an in-kind 
contribution toward the cost sharing requirements of-the Recipient's Underlying 
Agreement. 

(b) Forced labor means labor obtained by recruitment, harboring, transportation, 
provision, or other means of obtaining of a person for labor or services through the 
use of force, fraud, or coercion for the purpose of subj ection to involuntary 
servitude, peonage, debt bondage, or slavery. 

(c) Private entity means any entity other than a state, local government, Indian tribe, 
or foreign public entity, as those tenns are defined in 2 C.F.R. § t 75.25, and 
includes a for-profit organization, or a nonprofit organization, including any 
nonprofit organization of higher education, hospital, or tribal organization other 
than one included in the definition of Indian Tribe at 2 C.F.R. § 175 .25(b) . 

(d) Severe forms of trafficking in persons has the meaning given at section 103 of the 
TYPA, as amended, 22 U:S.C. § 7102. 

( e) Commercial sex act has the meaning given at section 103 of the TVP A, as 
amended, 22 U.S .C. § 7102. 

(f) Coercion has the meaning given at section 103 of the TYPA, as amended, 
22 U.S.c. § 7102. 

(3) Provisions Applicable to AU Recipients. The Recipient agrees to, and assures that its 
S ubrec i pien ts wi ll: 
(a) Provide Information. Inform FTA immediately of any information it receives 

from any source alleging a violation of the prohibitions listed in section 4.g(4) of 
this Master Agreement, and 

(b) Subagreement Provision. Include the following provision in any subagreement it 
enters into with a private entity as defined above in section 4.g(2)( c) of this Master 
Agreement: 

______ agrees that it and its employees that participate in 
the Recipient 's Award, may not: 
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1. Engage in severeforms of trafficking in persons during the 
period of time that the Recipient's Award is in effect, 

2. Procure a commercial sex act during the period of h'me that the 
Recipient's Award is in effect, or 

3. Useforced labor in the perfonnance of the Recipient's Award 
or subagreements thereunder. 

(4) Provisions Applicable to a Private Entity Recipient. If the ReCipient is a private entity, 
it agrees that: 
(a) Prohibitions. It, its employees, its Subrecipients, and its Subrecipients' employees 

that participate in the Underlying Agreement will not: 
1 Engage in severe forms of trafficking in persons during the period of time that 

the Recipient's Underlying Agreement is in effect, 
f: Procure a commercial sex act during the period of time that the Recipient's 

Underlying Agreement is in effect, or ' 
~ Use forced labor in the performance of the Recipient's Underlying Agreement 

or subagreements. 
(b) Termination of Federal Assistance. Section 106(g) of the TYPA, as amended, 

22 U.S,c. § 7104(g), and US. OMB regulatory guidance, "Award Term for 
Trafficking in Persons," 2 C.F.R. part 175. provide FT A the right to unilaterally 
terminate the Underlying Agreement for a violation of that Act without penalty to 
the Federal Government, if FT A determines that the private entity Recipient or its 
Subrecipient : 
1 Has violated a prohibition described above in section 4.g(4)(a).ofthis Master 

Agreement, or 
2 Has an employee whose conduct is determined to have violated a prohibition 

described above in section 4.g(4)(a) of this Master Agreement because that 
employee's conduct is either: 
a Associated with performance of the Recipient's Underlying Agreement, or 
Q Imputed to the Recipient or Subrecipient using the standards of due process 

for conduct of an individual to an organization provided in: 
(i) US. DOT regulations, ''Nonprocurement Suspension and 

Debarment," 2 C.F.R. part 1200, or 
(ii) US. OMB regulatory guidance, "Guidelines to Agencies on 

Governmentwide Debarment and Suspension (Nonprocurement)," 
2 C.F.R. part 180. 

(5) Provisions Applicable to a Recipient That is Not a Private Entity. A ReCipient that is 
not a private entity agrees that section 106(g) of the TVPA, as amended, 22 U.S.c. 
§ 7104(g), and U.S. OMB regulatory guidance, "Award Term for Trafficking in 
Persons," 2 C.F.R. part 175, provides FIA the right to unilaterally terminate the 
Underlying Agreement, without penalty to the Federal Government, for a violation of 
that Act if IT A determines that: 
(a) A private entity that is the Subrecipient of the Recipient is determined to have 

engaged in severe forms of trafficking in persons during the period of time that the 
Recipient's Underlying Agreement is in effed; procured a commercial sex act 
during the period of time that the Recipient's Underlying Agreement is in effect; 
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or used forced labor in the performance of the Recipient's Underlying Agreement 
or subagreements thereunder, or 

(b) An employee of a private entity that is the Subrecipient has engaged in severe 
forms of trafficking in persons during the period of time that the Recipient's 
Underlying Agreement is in effect; procured a commercial sex act during the 
period of time that the Recipient's .underlying Agreement is in effect; or used 
forced labor in the performance of the Recipient's Underlying Agreement or 
subagreements thereunder, and whose conduct described above is associated with 
performance in the Recipient's Underlying Agreement; or is imputed to the 
Subrecipient using the standards for due process to impute the conduct of an 
individual to an organization provided in U.S. OMB regulatory guidance, 
"Guidelines to Agencies on Governmentwide Debarment and Suspension 
(Nonprocurement)," 2 C.F.R. part 180, and U .S. DOT regulations, 
"Nonprocurement Suspension and Debarment," 2 C.F.R. part 1200. 

(6) Remedies Other Than Termination of Federal Assistance. The Recipient agrees that 
FTA's right to terminate federal assistance as provided in the TVP A and in 
sections 4.g(4)(b) and 4.g(5) are in addition to all other remedies for noncompliance 
available to the Federal Government under this Master Agreement. 

Section 5. Federal Assistance. 

a. Total Federal Assistance Awarded and Obligated. The Recipient agrees that FTA's 
responsibility to provide federal assistance for its Underlying Agreement is up to the amount 
shown in the Underlying Agreement, as modified by any Amendments thereto, which is 
equal to the smallest of: (1) the maximum amount permitted by federal law or regulation, or 
(2) the "Total ITA Amount Awarded and Obligated," as stated in the Underlying 
Agreement. IT A's responsibility to provide federal assistance is limited to the amounts 
listed in the most recent Award Budget identified in the Underlying Agreement and may not 
exceed the federal share of the actual eligible expenses incurred for participation in the 
Award. 

b. Basis of Federal Assistance. The Recipient agrees that the :'Total FTA Amount Awarded 
and Obligated" stated in the Underlying Agreement and modified by any Amendments 
thereto fonns the basis on which FTA detennines the "Total ITA Amount Awarded and 
Obligated." 
(l) "Net Project Cost." The Recipient agrees that if federal law or regulation requires an 

Underlying Agreement to be financed on the basis of its "Net Project Cost," as defined 
in 49 U.S.C. § 5302: 
(a) FTA will provide federal assistance for a percentage of the portion of the "Total 

Award Budget" that the Recipient cannot reasonably finance from its revenues, 
which is the "Net Project Cost," 

(b) FT A will use the amount of the ''Total Award Budget" stated on the Underlying 
Agreement to calculate the ''Total FT A Amount Awarded and Obligated," and 

(c) In TrAMS, the amount stated as the "Total Award Budget" on the Underlying 
Agreement is actually the ''Net Project Cos!," as defined in 49 U.S.c. § 5302. 
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(2) Other Basis for FT A Participation. The Recipient agrees that if federal law or FT A 
pennits an UnderlYing Agreement to be ftnanced on a basis other than its "Net Project 
Cost," as defined in 49 U.S.C. § 5302, or under previous authorizing legislation: 
(a) FTA will provide federal assistance for all or part of the cost of the Underlying 

Agreement that is eligible for federal assistance, 
(b) In some instances, FT A has discretion to detennine the amount of federal 

assistance to provide for each specific Project or related activities, and 
(c) FTA will use the amount stated in the Underlying Agreement as the "Total Award 

Budget" to calculate the "Total FTA Amount Awarded and Obligated." 

c. Award Budget. The Recipient agrees that it will prepare an Award Budget that, after FT A 
has provided its approval, will be incorporated by reference and made part of the Underlying 
Agreement. 
(I) Restrictions. The Recipient agrees that it will not incur costs eligible for FTA 

participation under the Award or withdraw federal assistance for eligible costs incurred 
unless those costs are consistent with the Award Budget. 

(2) Amendments to the Award Budget. To the extent specified in applicable FTA program 
management guidance, the Recipient agrees that it must obtain prior FTA approval in 
writing before amending its Award Budget or transferring federal assistance for the 
Award if the transfer is not expressly authorized by federal law, regulation, or guidance. , 
An Award of additional federal assistance will require an amended Award Budget. 

(3) Revisions to the Award Budget. To the extent specified in applicable FTA program 
management guidance, the Recipient may revise the Award Budget without prior FTA 
written approval. The Recipient agrees that all other Award Budget revisions will 
require prior FTA approval in writing. 

(4) Unexpended Federal Assistance. The Recipient agrees to inform FTA promptly-if it 
believes it will have unexpended federal assistance after the period of performance for 
the Award ends. ' 

Section 6. Non-Federal Share. 

a. Amount. The Recipient agrees· to provide the amount of non-federal share specified in the 
Underlying Agreement. Except to the extent that FTA has provided its written consent 
permitting the Recipient to defer payment of the non-federal share required by the 
Underlying Agreement, the Recipient agrees to provide its proportionate amount of the non
federal share no later than the time it draws down the federal share to pay the eligible costs. 

b. Duty to Obtain. The Recipient agrees to complete all proceedings necessary to provide the 
non-federal share and to notify FTA of any changed circumstances adversely affecting its 
ability to pay the non-federal share, including a description of the actions it has taken or will 
take to ensure adequate resources to provide the non-federal share, and a re-affinnation of its 
commitment to provide the non-federal share. 

c. Permissible Sources. The Recipient agrees that the following are permissible sources of the 
non~federal share for the Award: 
(1) Undistributed cash surpluses, 
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(2) A replacement or depreciation cash fund or reserve, and 
(3) New capital. 

d. Restricted Sources. Because sources of non-federal share differ among FTA's public 
transportation assistance programs, FT A will specify in an FTA circular or otherwise 
whether the following sources may be used as the non-federal share for a specific Award 
under that program: 
(I) Program income generated by a Project or related activities supported by a prior Grant 

or Cooperative Agreement, which is a form of undistributed cash surplus, 
(2) Advertising revenues, 
(3) Concession revenues, 
(4) Revenues from a service agreement from a state or local social service agency or a 

private social service organization, 
(5) Third party in-kind contributions, 
(6) Proceeds from the issuance of revenue bonds pursuant 49 U.S.C. § 5323(e), 
(7) Transportation development credits (formerly toll revenue credits) pursuant to 

49 U.S.C. § 120(i), 
(8) Revenue from Value Capture pursuant to 49 U.S.c. § 5323(s), 
(9) Federal assistance made available for the Federal Lands Highway Program authorized 

under 23 U.S.C. § 204, or 
(10) Federal assistance derived from other federal laws that permit their funds to be used as 

the non-federal share. 

e. Prohibited Sources. Except as permitted by federal laws, regulations, requirements, or 
guidance, or approved in writing by FTA, the Recipient agrees that it will not provide any 
non-federal share for the Underlying Agreement derived from: 
(1) Farebox revenues from providing public transportation services using facilities and 

equipment acquired with federal assistance for the Award, 
(2) Program income derived from the use of facilities or equipment acquired with federal 

assistance for the Award, except if expressly permitted by federal laws, regulations, 
requirements, or FTA guidance, or . 

(3) Other federal funds not authorized for use as non-federal share by federal law, 
regulation, or guidance. 

f. Reductions or Refunds. 
(1) Reductions. The Recipient agrees that if it reduces the non-federal share of eligible 

costs required for the Award, then, at the same time, it must reduce the proportionate 
amount of federal assistance for the Award. 

(2) Refunds. The Recipient agrees that if it accepts a refund of the non-federal share of 
eligible costs provided through the Underlying Agreement, then, at the same time, it 
must provide the Federal Government an amount of that refund proportionate to the 
federal contribution. 

Section 7. Payments to the Recipient. 
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a. Conditions for Accessing Federal Assistance. In order to seek or obtain federal assistance for 
the costs of implementing the Award, the Recipient agrees that: 
(1) It must execute the Underlying Agreement and any Amendments thereto, 
(2) ft must receive and file a properly signed document seeking payment for the expense, 

such as a voucher or other appropriate record, and a properly detailed description of the 
relationship of the expense to the Award, 

(3) It must identify all sources offederal assistance from which the payment is derived, 
(4) It must provide FTA with all financial and progress reports required to date, and 
(5) If the Recipient must provide a non-federal share, unless FTA has stated otherwise in 

writing that the Recipient may defer the non-federal share: 
(a) The Recipient will not request or obtain more federal assistance than justified by 

the eligible non-federal share it has provided, 
(b) The Recipient will not cause the proportion of federal assistance available for the 

Award at any time to exceed the percentage offederal assistance authorized and 
documented in the Underlying Agreement, and 

(c) When combined with federal payments, the Recipient will be able to demonstrate 
that the non-federal share will be adequate to cover all eligible costs incurred in 
support of the Award. 

b. Eligible Costs. Except as the Federal Government determines otherwise in writing, the 
Recipient agrees, and will obtain the agreement of each Subrecipient, to seek and obtain 
federal assistance only for the eligible costs.ofthe Award that are: 
(I) Consistent with the Description of Each Project, the Award Budget, this Master 

Agreement, and the Underlying Agreement and any Amendments thereto, 
(2) Necessary to carry out the Award, 
(3) Reasonable for the property or services acquired for use in the Project, 
(4) The actual net costs, which consists of the price paid minus reductions of the costs 

incurred, such as any refunds, rebates, or other items of value, but excluding program 
mcome, 

(5) Incurred for work performed after the Effective Date of the: 
(a) Award, 
(b) Pre-award authority that FTA has provided, or 
(c) Letter of No Prejudice, 

(6) Satisfactorily documented, 
(7) Consistent with federally approved accounting principles and procedures, including 

requirements for indirect costs, consistent with the applicable U.S. DOT conunon rules, 
and 

(8) Consistent with applicable U.S. DOT Cornmon Rules and other applicable federal law, 
regulations, requirements, and guidance. 

c. Ineligible Costs. The Recipient agrees that, except as the Federal Government determines 
otherwise in writing, ITA will exclude ineligible costs incurred in connection with the 
Award or otherwise, such as: 
(I) A cost the Recipient has incurred before the Effective Date of the Award as documented 

in the Underlying Agreement or any Amendments thereto that is not accompanied by 
FTA's written approval, including, but not limited to, pre-award authority or a Letter of 
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No Prejudice, and permitted by applicable federal law, regulation, guidance, or the 
Underlying Agreement or any Amendments thereto, 

(2) A cost not included in the most recent Award Budget, 
(3) A cost for property or services received in connection with any third party agreement 

lacking any FT A approval or concurrence in writing that is required, 
(4) An ordinary governmental or operating cost not applicable to the Award, as prohibited 

by 49 U.S.c. § 5323(h), 
(5) A profit or fee for services provided by the Recipient or any of its Subrecipients in 

implementing the Award, or 
(6) A cost that is ineligible for FT A participation as provided in applicable federal law, 

regulation, or guidance. 

d. Bond Interest and Other Financing Costs - Limited Eligibility. The Recipient agrees that 
bond interest and other financing costs are >allowable costs to the extent pennitted by 
applicable federal law, regulation, and guidance. ITA's share of interest and financing costs 
that implement the Award will be limited to an amount that does not exceed the most 
favorable financing terms reasonably available at the time of borrowing, except as the 
Federal Govenunent determines otherwise in writing, 

e. Payment Procedures Based on the Type of Federal Assistance Awarded. The Recipient 
agrees that: 
(1) All payments in connection with the Award will be made through electronic methods. 
(2) Payment procedures for a Recipient differ based upon the type of federal assistance that 

is awarded. 
(3) FTA determines which electronic system it will use to make payments to the Recipient 

as follows: 
(a) For Grants and other types of federal assistance, FTA will use the Electronic 

Clearinghouse Operation Web System (ECHO-Web), Automated Clearing House 
(ACH) payment method, except as provided below in sections 7.e(3)(b) and (c) of 
this Master Agreement, 

(b) For Cooperative Agreements, FTA will use the DELPHI eInvoicing System or 
DELPHI Mark View System if the Recipient is granted a waiver (see the following 
section 7.g of this Master Agreement for more information about payments for 
cooperative agreements and section 7.g of this Master Agreement for information 
about accessing and using the DELPHI eInvoicing System), and 

(c) For Grants requiring more detailed review of supporting documentation before 
receiving federal assistance and as determined by the FTA Manager fOT the 
Underlying Agreement, FTA will use the DELPHI eInvoicing System (see the 
following section 7.g of this Master Agreement for more information about 
accessing and using the DELPHI eInvoicing System). 

f Payment Procedures Using ECHO. The Recipient agrees that ifpayment is made through 
ECHO-Web using an ECHO Control Number, it will comply with the "ECHO Web User 
Manual For FTA and FAA," July 2012, and it will withdraw federal assistance only to pay 
the eligible costs of implementing the Award. 
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(1) Major Withdrawals. When a single withdrawal will exceed $50,000,000, the Recipient 
agrees to notify the appropriate FTA Regional or Program Office at least three (3) days 
before the withdrawal is anticipated. 

(2) Immediate Use. The Recipient agrees that it will not withdraw federal assistance until 
actually needed for immediate payment of those expenses and will use that federal 
assistance to pay for expenses that implement the Award no later than three (3) days 
after receipt, except as the Federal Government permits otherwise in writing. 

(3) Limits. The Recipient agrees that it will not withdraw more than the sum of federal 
assistance the Federal Goverrunent has awarded Or the current available balance for its 
Award, the accompanying Underlying Agreement, and any Amendments thereto, 
whichever is less . 

(4) Control. The Recipient agrees that it will provide for the control and accountability of 
all federal assistance for its Award, the accompanying Underlying Agreement, and any 
Amendments thereto. 

(5) Reporting. Unless FTA determines otherwise in writing, the Recipient agrees that it 
will report its cash payments and balances promptly. 

(6) Penalties. If the Recipient fails to comply with this section of this Master Agreement, it 
agrees that it may incur or be subjected to penalties, including, but not limited to, th~ 
foHowing: 
(a) Access to ECHO-Web. The Federal Government may revoke or suspend the 

Recipient's ECHO Control Number and access to the ECHO-Web if the Federal 
Government determines that: 
1 Fraud, waste, mismanagement, or abuse exists in the Recipient's use and 

application of federal assistance, 
6. The Recipient has failed to use federal assistance it withdrew to pay costs 

incurred that implement the Underlying Agreement within three (3) days of 
withdrawing that federal assistance, 

1 The Recipient has failed to return withdrawn but unspent federal assistance to 
the Federal Government within a reasonable time, 

.1 The Recipient has failed to establish procedures to minimize the time between 
advances offederal assistance and payments of costs incurred that implement 
the Underlying Agreement, 

2. The Recipient has been awarded Federal assistance through a Cooperative 
Agreement with FT A and will use the eInvoicing or DELPHI Mark View 
System as its payment method instead of the ECHO-Web System (see 
sections 7.g.) or 

Q. For Grants requiring a more detailed review of supporting documentation 
before receiving federal assistance, and as determined by the FTA Manager for 
the Award, the Recipient will use eInvoicing (see section 7.g). 

(b) Interest. The Recipient agrees to pay interest to the Federal Government on any 
federal assistance withdrawn prematurely, irrespective of whether the federal 
assistance has been deposited in an interest-bearing account . 
1 A State or State Instrumentality. If the Recipient is a state or state 

instrumentality, it agrees to pay interest calculated as provided in section 5(b) 
of the Cash Management Improvement Act of 1990, as amended, 31 U .S.c. 
§ 6503(b), and US. Department of Treasury (U.S . Treasury) regulations, 
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"Rules and Procedures for Efficient Federal-State Funds Transfers," 31 C.F.R. 
part 205. 

f: Other than a State or State Instrumentality. If the Recipient is not a state or 
state instrumentality, it agrees to pay prejudgment common law interest 
determined by the Federal Government, as authorized by joint U.S. Treasury 
and U.S. Department of Justice (joint U.S. Treasury and U.S. DOI)' 
regulations, "Standards for the Administrative Co\1ection of Claims," 
31 C.F.R. § 901.9(i). The Federal Government may determine the amount of 
interest due, based on the amount of interest the Recipient demonstrates it 
earned on its premature withdrawals of federal assistance, the amount of 
interest based on the "Treasury tax. and loan account" rate prescribed under 
31 U.S.C. § 3717 for debts owed to the United States, or an amount of interest 
as the Federal Government otherwise determines. 

(7) ECHO System. If the Recipient is authorized to receive payments provided through 
ECHO-Web, FT A does not generally review the drawdown when made; however, FTA 
may review the drawdown at a later time, and subject that drawdown to an audit under a 
financial oversight review, a triennial review, or another audit. 

g. Payment Procedures for a Cooperative Agreement. A Recipient of federal assistance through 
a Cooperative Agreement must use the DELPHI eInvoicing System to obtain federal 
payments for costs incurred that implement the Underlying Agreement, unless a waiver is 
granted. 
(1) Standard Procedures. To make and receive payments through the DELPHI eInvoicing 

System, the following procedures must be followed : 
(a) Access to the DELPHI eInvoicing System. To access the DELPHI eInvoicing 

System, the Recipient: 
1 Must have internet access to register and submit payment requests through the 

DELPHI eInvoicing System, 
.f Should contact its ITA Manager for the Underlying Agreement to obtain the 

required DELPHI User access form and approval, 
J Must complete the required forms that the FAA, Enterprise Service Center's 

(ESC) Help Desk uses to verify the Recipient's identity, and present it to a 
Notary Public for verification, 

4 Return that form, completed and notarized, to: 
DOT Enterprise Services Center 
FAA Accounts Payable, AMZ-I00 
PO Box 25710 
Oklahoma City, OK 73125, 
and, 

2 Should contact its FT A Manager for the Underlying Agreement with any 
changes to its system profile infonnation. 

(b) Payment Requests. The Recipient must submit each payment request 
electronically through the DELPHI elnvoicing System, unless a waiver is granted; 
use of the DELPHI eInvoicing System requires the FT A Manager for the 
Underlying Agreement to review all supporting documentation before authorizing 
payment. 
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(c) Additional Information. The U.S. DOT DELPHI elnvoicing System website 
(http://www.dot.gov/cfo/delphi-einvoicing-system.html) displays additional 
information, including access fonus and training materials a Recipient may need. 

(d) Pederal Responsibilities. When PTA so requests, the Federal Aviation 
Administration (FAA) will make payments to FTA Recipients electronically. On 
behalf of FT A, F ANESC must process payment requests to a Recipient of federal 
assistance documented in its Cooperative Agreement with FTA, and will deposit 
that federal assistance with the Recipient's financial institution (Note: FTA no 
longer issues paper checks). 

(2) Waiver Requests. On a case-by-case basis, U.S. DOT Financial Management officials 
may waive the requirement for a Recipient to register and use the DELPHI eInvoicing 
System. 
(a) The Recipient's Responsibilities. If the Recipient seeks a waiver from the 

requirement to use the DELPHI eInvoicing System: 
1 It must notify U.S. DOT and FTA by downloading the waiver request form, 

which can be obtained on the U.S. DOT elnvoicing website 
(http://www.dot.govlcfo/delphi-einvoicing-system.html). and notifying its ITA 
Manager for the Underlying Agreement that it has requested a waiver from 
using the DELPHI elnvoicing System, 

.f. It must send its waiver request to the Director of the Office of Financial 
Management, U.S. Department of Transportation, Office of the Secretary 
(OST), Office of Financial Management, B-30, 1200 New Jersey Avenue SE, 
Washington DC 20590-0001, DOTElectroniclnvoicing@dot.gov, and 

J. If it obtains a waiver from the use of the DELPHI elnvoicing System, then 
payment will be made using the DELPHI Mark View System, and the 
Recipient should submit aIt invoices and any supporting documentation 
directly to: 
~ FTAinvoices@faa.gov (Note: no more than 10 MB of data can be 

transmitted at one time. For invoices greater than 10MB, split into 
mUltiple emails and notate in the subject Email 1 of 4; 2 of 4; etc.), or 

Q DOTIFAA (FTA Account) 
6500 South MacArthur Blvd. 
AMZ-ISO, HQ Room 272 
PO Box 269041 
Oklahoma City, OK 73125-69041 

(b) Federal Responsibilities. FT A and U.S. DOT have the following responsib ilities: 
1 The Director, OST, Office of Financial Management, will confirm or deny the 

waiver request within approximately 30 days . 
.f. If the request is granted, then payments will be made after receipt of the 

required FT A reporting forms, provided the Recipient has complied with the 
U.S. DOT Common Rules and this Master Agreement. 

(c) DELPHI eInvoicing System or DELPHI Mark View System. If the Recipient 
receives payments provided through the DELPHI eInvoicing System or DELPHI 
Mark View System, the Recipient must submit a request for payment with 
adequate supporting documentation for FTA to determine that: 
1 It has complied and is complying with the Underlying Agreement, 
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~ It has made and is making adequate progress toward completion of the Award, 
and 

J. It has satisfied FTA that the federal assistance requested is needed for the 
eligible purposes of the Award in that requisition period. 

(d) Reimbursement. After it has demonstrated satisfactory compliance with this 
section, FTA may reimburse the federal share of the Recipient's apparent 
allowable costs incurred or to be incurred in the requisition period if those 
apparent allowable costs are consistent with the Award Budget, and those apparent 
allowable costs do not exceed the maximum amount of federal assistance that may 
be paid through the federal fiscal year of that requisition. 

h . Safeguarding Federal Assistance. The Recipient agrees to deposit aU federal assistance it 
receives in a financial institution and in an insured account whenever possible, and 
understands that FTA encourages it to use financial institutions owned at least fifty 
(50) percent by minority group members . 

I. The Recipient's Duty to Pay Eligible Costs . When accompanied by appropriate 
documentation, the Recipient agrees to pay the eligible costs incurred that implement the 
Award when due, using federal assistance available provided for the Award and the non
federal share. 

\ 

J. Effect of Federal Payments. The Recipient agrees that any federal payment made for a cost 
incurred that is supported by its Underlying Agreement does not constitute the Federal 
Government's final decision about the eligibility of the cost for payment with federal 
assistance provided through the Underlying Agreement, or a waiver of any violation of any 
federal law, regulation, requirement," or guidance, or the Underlying Agreement or this 
Master Agreement. 

k. Revocation of Federal Assistance. The Federal Government may revoke the unexpended 
portion of federal assistance for the Award after the Award has been made and executed. _ 

I. Final Cost Determination. The Recipient acknowledges that the Federal Government will 
not make a final detennination about the eligibility of any cost until the audit of the Award 
and Underlying Agreement has been completed. 

m. Closeout. The Recipient agrees that closeout of the Award will not alter: 
(1) The Recipient's obligation to return any amounts it owes the Federal Government for 

later refunds, corrections, or other similar actions, and 
(2) The Federal Government's right to disallow costs and recover federal assistance based 

on a later audit or other review. 

n. Notification. If the Federal Government detennines that the Recipient is not entitled to any 
portion of federal assistance paid, the Federal Government will notify the Recipient in 
writing. 
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o. Recovery ofImproper Payments. Unless prohibited by federal law or regulation, the Federal 
Government may recover any federal assistance necessary to satisfy any outstanding 
monetary claims it may have against the Recipient. 

p. Program Income. The Recipient agrees that it may use its program income derived from a 
Project receiving federal assistance through the Underlying Agreement as FTA permits. In 
detennining the total amount of program income a Recipient has earned from its Project, 
those costs incident to earning program income that have not been charged to the Award may 
be deducted from the Recipient's gross income. 
(1) During the Period of Performance. The Recipient may use program income earned 

during the period of performance of the Underlying Agreement as follows : 
(a) The Recipient may retain the income for other capital or operating public 

transportation expenses. If the Recipient chooses not to use program income for 
current or future FT A Grants or Cooperative Agreements or for other pUIposes 
ineligible for federal participation, then the amount of program income used for 
purposes ineligible for federal participation will be deducted from the total 
allowable costs to determine the net allowable costs. 

(b) For each Public Transportation Innovation, Technical Assistance or Workforce 
Development Project or related activities, the Recipient may add to the Award. 

(c) The Recipient may use the program income for the non-federal share fo'r a future 
public transportation Project that will receive federal assistance provided by FT A. 

(2) After the Award Period. Except as otherwise determined in writing, the Recipient has 
no obligation to the Federal Government regarding the disposition of program income 
earned after the end of the period of performance of the Award (i.e., after the ending 
date of the final Federal Financial Report). 

q. Profits. The Recipient and Subrecipient may earn or keep the profits it may derive as a result 
of an Award, but the Recipient agrees that any such profi ts must be used in a manner 
consistent with the provisions of this Master Agreement or applicable federal guidance. 

r. Excess Payments. Disallowed Costs. Refunds. Claims. Debts, Interest. Penalties. 
Administrative Charges, and Other Amounts Owed to the Federal Government. 
(l) The Recipient's Responsibility to Pay. The Recipient agrees that after receiving notice 

of specific amounts due, it will pay the amount it owes the Federal Government for: 
(a) Excess federal payments for disallowed costs, . 
(b) Refunds due and amounts recovered from third parties or other sources, 
(c) Federal claims or debts, 
(d) Interest assessed, 
(e) Penalties, 
(f) Administrative charges, or 
(g) Other amounts it owes the Federal Government. 

(2) Amount of Interest Due. The amount of interest to be assessed depends on the 
procedures used to pursue payment: 
(a) The Debt Collection Act. Wben the Federal Government uses the procedures of 

the Debt Collection Act of 1982, as amended, 31 U.S .C. § 3701 et seq.) to collect 
claims or debts owed by the Recipient for any reason authorized under that Act 
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(including excess payments and disallowed costs), the Recipient agrees that the 
amount o,f interest it will owe will be detennined by the Joint U.S. Treasury and 
US. DO] regulations, "Standards for the Administrative Collection of Claims," 
31 C.F.R. part 900, specifically 31 C.F.R. § 90 1.9(a) - (g), or common law interest 
authorized by 31 C.F.R. § 901.9(i), as the Federal Government detennines. 

(b) Other Collection Processes. When the Federal Government uses methods or 
procedures other than those described in 31 U.S.c. § 3701 et seq. to recover 
money(ies) the Recipient owes the Federal Government, the Recipient agrees that 
common law interest will be due as authorized by Joint U.S. Treasury and 
U.S. DOJ regulations, "Standards for the Administrative Collection of Claims," 
31 C.F.R. § 90 1.9(i), but interest for premature withdrawals of federal assistance 
by states or state instrumentalities will be calculated as required under Section 5(b) 
of the Cash Management Improvement Act of 1990, as amended, 31 US.c. 
§ 6503(b), and US. Treasury regulations, "Rules and Procedures for Efficient 
Federal-State Funds Transfers," 31 C.F.R. part 205. 

s. De-obligation of Federal Assistance. The Recipient agrees that the Federal Government may 
de-obligate federal assistance the Recipient has not spent both before and after closeout of 
the Award. 

Section 8. Records and Reports Related to the Award and the Underlying Agreement. 

a. Records. The Recipient agrees to maintain satisfactory records of each Project and activities 
related in whole or in part to its Award, the accompanying Underlying Agreement, and any 
Amendments thereto to the extent FTA requires, including, but not limited to: 
(1) Financial Records. Accurate financial records in its account for its Award, the 

accompanying Underlying Agreement, and any Amendments tbereto, including, but not 
limited to, records of: 
(a) Assets Received that Implement the Award. The amount of all assets it receives to 

implement its Award, the accompanying Underlying Agreement, and any 
Amendments thereto inCluding, but not limited to all federal assistance or the value 
of any property the Federal Government provides that implement its Award, the 
accompanying Underlying Agreement, and any Amendments thereto, and all other 
funds and the value of any property or services it has received from sources other 
than the Federal Government provided for, accruing to, or otherwise received on 
account of its Award, the accompanyjng Underlying Agreement, and any 
Amendments thereto. 

(b) Costs Incurred that Implement the Award. Information about the costs incurred to 
implement its Award, the accompanying Underlying Agreement, and any 
Amendments thereto, including all costs incurred for the eligible property or 
services, detailed descriptions of tbe type of property or services acquired, 
including, but not limited, to properly executed payrolls, time records, invoices, 
contracts, vouchers, and other appropriate records, and detailed justifications for 
those costs. 
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(c) Program Income. All program income derived from the use of Project property, 
except income FTA determines to be exempt from federal program income record 
requirements . 

(2) Other Records Needed for Reports Related to the Award. Sufficient records as needed 
to prepare adequate reports related to the Award that it must submit to the Federal 
Government. 

(3) Formats. Formats for records must be satisfactory to FTA and include, but are not 
limited to, electronic records, including any e-mails related to the Award, records on 
paper, and records created in other formats. 

(4) Availability of Records Related to the Award. Accessibility for review and separation 
from other records not related to the Award to the extent feasible must be maintained. 

b. Reports. The Recipient agrees to provide to FT A, and others if FTA so directs, all reports 
related in whole or in part required by applicable federal laws, regulations, requirements, the 
Underlying Agreement, or at FTA's express direction in the number and format as FTA 
specifies. 

c. National Transit Database. For each fiscal year the Recipient receives or provides to any 
public transportation operator federal assistance appropriated or made available for 49 U.S.C. 
§ 5307 or any provision of 49 U.S.c. § 5311 (including the Tribal Transit Program): 
(1) Reporting Requirements. The Recipient agrees to and assures that it will require the 

public transportation operators participating in its Award, the accompanying Underlying 
Agreement, and any Amendments thereto: 
(a) To facilitate compliance with 49 U.S.C. § 5335(a), which authorizes the National 

Transi t Database (NTD), 
(b) To conform to the NTD reporting system and the Uniform System of Accounts 

and Records, 
(c) To comply with FTA regulations, "Uniform System of Accounts and Records and 

Reporting System," 49 C.F.R. part 630, 
(d) To report information relating to, and the condition of, its public transportation 

assets, as provided in FT A regulations, "Transit Asset Management; National 
Transit Database," 49 C.F.R. parts 625 and 630, 

(e) To comply with any other applicable reporting regulations, and requirements, and 
(f) To follow IT A guidance. . 

(2) Voluntary Compliance. FT A encourages any Recipient that is not required to provide 
information for the NTD, to provide that information voluntarily. 

d. U.S. OMB Special Reporting Requirements. 
(l) Authority. U.S. OMB has issued regulatory guidance in 2 C.F.R. § 25.220 instructing 

federal agencies to include special "award terms" as authorized under federal laws, 
including: . 
(a) The Federal Funding Accountability and Transparency Act of 2006 (FFATA), 

Public Law No. 109-282, September 26, 2006, 
(b) Section 6202 of the Department of Defense Appropriations Act for Fiscal Year 

2008, Public Law No. 110-252, June 30, 2008, which amended the FFA TA, and 
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(c) Section 872 of the Duncan Hunter National Defense Authorization Act for Fiscal 
Year 2009, Public Law No. 110-417, October 14, 2008, which further amended the 
FFATA. 

(2) Universal Identifier and System for Award Management (SAM). The Recipient agrees 
to comply with the award terms in U.S. OMB regulatory guidance, "Universal Identifier 
and System for Award Management (SAM)," 2 C. F .R. part 25, appendix A, which FT A 
has included in this Master Agreement at the direction of U.S. OMB: 
(a) Requirements for the System for Award Management (SAM). Unless exempted 

from SAM as provided in 2 C.F.R. § 25.110, the Recipient agrees to: 
1 Maintain the currency of its information in SAM until the later of the date it 

submits its final financial report required under this Master Agreement, or date 
it receives its final federal payment for the Underlying Agreement, and 

~ Review and update its information in SAM at least annually after the initial 
registration, and more frequently if required by changes in its information, 
another provision of an applicable federal or federally assisted agreement, or 
an applicable federal law or regulation, or U.S. OMB regulatory guidance. 

(b) Requirement for a Unique Entity Identifier [Currently. the Data Universal 
Numbering System (DUNS) Number for SAMl. If the Award includes federal 
assistance intended to support subawards, the Recipient agrees to notify each 
potential Subrecipient and other entity participating in the Award that: 
1 The potential Subrecipient or entity must provide its unique entity identifier for 

SAM (currently, its DUNS number] to the Recipient, 
~ The Recipient may not make any subaward to any potential Subrecipient or 

entity unless that Subrecipient or entity has provided its unique entity identifier 
for SAM [currently, its DUNS number] to the Recipient, and 

J. No Subrecipient or entity, as defined below in section 8.d(4) of this Master 
Agreement, may receive a subaward provided through the Underlying 
Agreement, unless that entity has provided its unique entity identifier for SAM 
[currently, its DUNS number] to the Recipient. 

(3) Reporting Subawards and Executive Compensation. The Recipient agrees to comply 
with the award terms in U.S. OMB regulatory guidance, "Reporting Subaward and 

. Executive Compensation Information," 2 C.F.R. part 170, appendix A, which FTA has 
included in this Master Agreement at the direction of U.S. OMB: 

(4) Reporting of First-Tier Subawards. The Recipient agrees that when it takes an action 
that obligates $25,000 or more in federal assistance for a subaward it must report each 
such action as provided below, but it need not report an obligation of$25,000 or more 
in federal assistance, if the Recipient is exempt from U.S. OMB's Special Reporting 
Requirements as provided below. 
(a) Where and when to report. The Recipient agrees to report each obligating action 

described below to http://www.fsrs.gov, and the Recipient agrees to report 
sub award information no later than the end of the month after the month in which 
the obligation was made, (for example, if the obligation was made on October 1, 
2015, the obligation must be reported by no later than November 1, 2015). 

(b) What to report. The Recipient agrees to report the requisite information about 
each obligating action required by the submission instructions posted at 
http://www.usaspending.gov. 
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(c) Reporting Total Compensation of the Recipient's Executives . The Recipient 
agt:ees to report the total compensation for each of its five highest compensated 
executives for the preceding completed fiscal year if: 
1 The total federal assistance authorized to date for the Underlying Agreement is 

$25,000 or more, and 
2 In its preceding fiscal year, the Recipient: 

a Received 80 percent or more of its annual gross revenues from federal 
assistance subject to the Transparency Act, as defmed in 2 C.F.R. 
§ 170.320 (and subawards) and/or federal procurement contracts (and 
subcontracts), 

Q Received $25,000,000 or more in annual gross revenues from federal 
assistance subject to the Transparency Act, as defined in 2 C.F.R. 
§ 170.320 (and subawards) and/or federal procurement contracts (and 
subcontracts), and 

~ The public does not have access to information about the compensation of 
the Recipient's executives through periodic reports filed under 
Section 13(a) of the Securities Exchange Act of 1934, 15 U.S.c. § 78m(a), 
Section 15(d) of the Securities Exchange Act of 1934, 15 U.S.c. § 78o(d), 
or Section 6104 of the Internal Revenue Code of 1986,26 U.S.c. § 6104 
(to determine if the public has access to the compensation in/ormation, see 
the u.s. Securities and Exchange Commission total compensation filings at 
http://www.sec.gov/answers/execomv.htm) . 

.1 The Recipient agrees to report executive total compensation described above 
as part of Recipient's registration profile at http ://www.sam.gov, and by the 
end of the month after the month in which the Underlying Agreement is 
executed and armually thereafter. 

.1 Reporting o[Total Compensation of the Subrecipient's Executives. Unless 
exempt as provided below, the Recipient agrees to report the names and total 
compensation of each of its first-tier Subrecipient's five highest compensated 
executives for the Subrecipient's preceding completed fiscal year if: 
a Received 80 percent or more of its annual gross revenues from federal 

assistance subject to the Transparency Act, as defmed in 2 C.F.R. 
§ 170.320 (and subawards) and/or federal procurement contracts (and 
subcontracts), and 

Q Received $25,000,000 or more in annual gross revenues from federal 
assistance subject to the Transparency Act as deftned in 2 C.F.R. § 170.320 
(and subawards) and/or federal procurement contracts (and.subcontracts), 

£ The public does not have access to information about the compensation of 
the Subrecipient's executives through periodic reports filed under 
Section 13(a) of the Securities Exchange Act of 1934, 15 U.S.c. § 78m(a), 
Section'15( d) of the Securities Exchange Act of {934, 15 U .S.c. § 780(d), 
or Section 6104 of the Internal Revenue Code of 1986, 26 U .S.C. § 6104 
(to detennine if the public has access to the compensation information, see 
the U.S. Securities and Exchange Commission total compensation filings at 
http://www.sec.gov/answers/execino.htm). 
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~ The Recipient agrees to report the Subrecipient's executives' total 
compensation described above to FT A and elsewhere as may be determined by 
the Federal Government, and by the end of the month following the month 
during which the Recipient makes the subaward (for example, if a subaward is 
obligated on any date during the month o/October 0/ a given year, Le., 
between October 1 and 31, the Recipient must report any required 
compensation in/ormation about the Subrecipient by November 30 o/that 
year). ' 

Q Any Recipient that had gross income under $300,000 from all sources in the 
previous tax year is exempt from those federal requirements to report 
subawards, and the total compensation of the five highest compensated 
executives of any Subrecipient. 

(5) Other Prospective US. OMB Reporting Guidance. US. OMB proposed regulatory 
guidance, "Recipient Integrity and Performance Matters," to be published in 2 C.F.R. 
part 35, contains a mandatory "award term" that would affect the Recipient's reporting 
requirements (for more in/onnation, see 17 C.P.R. § 229.402(c)(2). 

e. Closeout. The Recipient agrees that closeout of its Award does not alter the record-keeping 
and reporting requirements of this section of this Master Agreement. 

Section 9. Record Retention and Access to Sites of Performance. 

a. Types of Records. The Recipient agrees that it will retain, and will require its Third Party 
Participants to retain, complete and readily accessible records related in whole or in part to 
the Underlying Agreement, including, but not limited to, data, documents, reports, statistics, 
subagreements, leases, third party contracts, arrangements, other third party agreements of 
any type, and supporting materials related to those records. 

b. Retention Period. The Recipient agrees that it will comply with the record retention 
requirements in the applicable U.S. DOT Conunon Rule. Records pertaining to its Award, 
the accompanying Underlying Agreement, and any Amendments thereto must be retained 
from the day the Underlying Agreement was signed by the authorized FT A official through 
the course of the Award, the accompanying Underlying Agreement, and any Amendments 
thereto until three years after the Recipient has submitted its last or final expenditure report, 
and other pending matters are closed. 

c. Access to Recipient and Third Party Participant Records. The Recipient agrees and assures 
that each Sub recipient, if any, will agree to: 
(I) Provide, and require its Third Party Participants at each tier to provide, sufficient access 

to inspect and audit records and infonnation related to its Award, the accompanying 
Underlying Agreement, and any Amendments thereto to the US. Secretary of 
Transportation or the Secretary's duly authorized representatives, to the Comptroller 
General of the United States, and the Comptroller General's duly authorized 
representati ves, and to the Recipient and each of its Subrecipients, 

(2) Permit those individuals listed above to inspect all work and materials related to its 
Award, and to audit any information related to its Award under the control of the 
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Recipient or Third Party Participant within books, records, accounts, or other locations, 
and 

(3) Otherwise comply with 49 U.S.c. § 5325(g), and federal access to records requirements 
as set forth in the applicable U.S. DOT Common Rules. ' 

d. Access to the Sites ofPerfonnance. The Recipient agrees to permit, and to require its Third 
Party Participants to permit, PTA to have access to the sites of performance of its Award, the 
accompanying Underlying Agreement, and any Amendments thereto, and to make site visits 
as needed in compliance with the U.S. DOT Common Rules. 

e. Closeout. Closeout of the Award does not alter the record retention or access requirements 
of this section of this Master Agreement. 

Section 10. Completion, Audlt, Settlement, and Closeout. 

a. Completion. Within ninety (90) calendar days after completion or termination of the Award, 
the Recipient agrees to submit: 
(1) Its final Federal Financial Report, either electronically or on Federal Financial Report 

Standard Form 425 (SF-425), 
(2) A certification of expenses incurred that implement its Award, the accompanying 

Underlying Agreement, and any Amendments thereto, and 
(3) The necessary audit reports of its Award, the accompanying Underlying Agreement, 

and any Amendments thereto. ' 

b. Audit of the Recipient. Except as the Federal Government determines otherwise in writing, 
the Recipient agrees that 
(1) Audits Required. ]t must obtain the following audits: 

(a) Annual "Single Audit." A financial and compliance audit consistent with the 
requirements of the Single Audit Act Amendments of 1996,31 U.S.C. § 7501 
et seq., and appl icable U.S. DOT "Single Audit" requirements of 2 C.F .R. 
part 1201, which incorporate by reference 2 C.F .R. part 200, for each A ward, the 
accompanying Underlying Agreement, and any Amendments to any Underlying 
Agreement, and 

(b) Other Audits. Other audits the Federal Government may require. 
(2) Auditing Standards. It must comply with the "Audit Requirements" of2 C.F.R. 

part 200, subpart F, and conform to U.S. Government Accountability Office 
(U.S. GAO) "Government Auditing Standards" in the conduct of audits of its Award, 
the accompanying Underlying Agreement, and any Amendments thereto. 

(3) Costs of Audits. The audit costs for the administration and management of the Award, 
the accompanying Underlying Agreement, and any Amendments to any Underlying 
Agreement are allowable to the extent authorized by the cost principles of 49 C.F.R. 
part 120 I, which incorporate by reference 2 C.F.R. part 200. 

c. Amounts Owed to the Federal Government. The Recipient agrees to return to the Federal 
Government any excess federal payments it receives for disallowed costs, and the Federal 
Government's proportionate part of any amounts it recovers from third parties or other 
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sources, including refunds due and amounts recov,~red from third parties or other sources, 
interest assessed, penalties, and administrative charges. 

d. Closeout. The Recipient agrees that closeout of the Award occurs when FTA notifies the 
Recipient that the Award is closed, and approves the final federal payment, or acknowledges 
receipt of the proper refund. Closeout of the Award does not alter the Recipient's audit 
responsibilities and does not invalidate any continuing requirements of applicable federal 
law, regulations, or requirements, this Master Agreement or the Underlying Agreement. 

Section 11. Right of the Federal Government to Terminate. 

a. Justification. After providing written notice to the Recipient, the Recipient agrees that the 
Federal Government may suspend, suspend then terminate, or terminate all or any part of the 
federal assistance for the Award if: 
(I) The Recipient has failed to make reasonable progress implementing the Award, 
(2) The Federal Government determines that continuing to provide federal assistance to 

support the Award does not adequately serve the purposes of the law authorizing the 
Award, or 

(3) The Recipient has violated the terms of the Underlying Agreement, especially if that 
violation would endanger substantial performance of the Underlying Agreement. 

b. Financial Implications. In general, termination of federal assistance for the Award will not 
invalidate obligations properly incurred before the termination date to the extent that the 
obligations cannot be canceled. The Federal Government may recover the federal assistance 
it has provided for the Award, including the federal assistance for obligations properly 
incurred before the termination date if it determines that the Recipient has misused its federal 
assistance by failing to make adequate progress, failing to make appropriate use of the 
Project property, or failing to comply with the Underlying Agreement, and require the 
Recipient to refund the entire amount or a lesser amount, as the Federal Government may 
determine including obligations properly incurred before the termination date. 

c. Expiration of the Period of Performance. Except for a Full Funding Grant Agreement, 
expiration of any period of performance established for the A ward does not, by itself, 
constitute an expiration or termination of the Award; FTA may extend the period of 
performance to assure that each Formula Project or related activities and each Project or 
related activities funded with "no year" funds can receive FTA assistance to the extent ITA 
deems appropriate. 

Section 12. Civil Rights. 

a. Civil Rights Requirements. The Recipient agrees that it must comply with applicable federal 
civil rights laws, regulations, and requirements, and follow applicable federal guidance, 
except as the Federal Government determines otherwise in writing. Therefore, unless a 
Recipient or a federal program, including the Tribal Transit Program or the Indian Tribe 
Recipient, is specifically exempted from a civil rights statute, FTA requires compliance with 
that civil rights statute, including compliance with equity in service. 
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b. Nondiscrimination in Federal Public Transportation Programs. The Recipient agrees to, and 
assures that it and each Third Party Participant, will: 
(I) Prohibit discrimination on the basis of race, color, religion, national origin, sex 

(including gender identity), disability, or age. 
(2) Prohibit the : 

(a) Exclusion from participation in employment or a business opportunity for reasons 
identified in 49 U.S.C. § 5332, 

(b) Denial of program benefits in employment or a business opportunity identified in 
49 US.C. § 5332, or 

(c) Discrimination identified in 49 U.S.c. § 5332, including discrimination io 
employment or a business opportunity identified in. 

(3) Follow: 
(a) The most recent edition ofFTA Circular 4702.1, "Title VI Requirements and 

Guidelines for Federal Transit Administration Recipients," to the extent consistent 
with applicable federal laws, regulations, requirements, and guidance, and other 
applicable federal guidance that may be issued, but 

(b) FTA does not require an Indian Tribe to comply ~ith FTA program-specific 
guidelines for Title VI when administering its Underlying Agreement supported 
with federal assistance under the Tribal Transit Program. 

c. Nondiscrimination - Title VI of the Civil Rights Act. The Recipient agrees to, and assures 
that each Third Party Participant, will : 
(1) Prohibit discrimination on the basis of race, color, or national origin, 
(2) Comply with: 

(a) Title VI of the Civil Rights Act of 1964, as amended, 42 U.S .c. § 2000d et seq ., 
(b) US. DOT regulations, "Nondiscrimination in Federally-Assisted Programs of the 

Department of Transportation - Effectuation of Title VI of the Civil Rights Act of 
1964," 49 C.F.R. part 21, and 

(c) Federal transit law, speCifically 49 U.S.c. § 5332, and 
(3) Follow: 

(a) The most recent edition ofFTA Circular 4702.1, "Title VI Requirements and 
Guidelines for Federal Transit Administration Recipients," to the extent consistent 
with applicable federal laws, regulations, requirements, and guidance, 

(b) U.S. DOl, "Guidelines for the enforcement of Title VI, Civil Rights Act of 1964," 
28 C.F.R. § 50.3, and 

(c) All other applicabJe federal guidance that may be issued. 

d. Equal Employment Opportunity. 
(I) Federal Requirements and Guidance. The Recipient agrees to, and assures that each 

Third Party Participant will, prohibit, discrimination on the basis of race, color, religion, 
sex, sexual orientation, gender identity, or national origin, and: 
(a) Comply with Title VII of the Civil Rights Act of 1964, as amended, 42 US.c. 

§ 2000e et seq., 
(b) Facilitate compliance with Executive Order No. 11246, "Equal Employment 

Opportunity" September 24, 1965, 42 U.S.c. § 2000e note, as amended by any 
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later Executive Order that amends or supersedes it in part and is applicable to 
federal assistance programs, 

(c) Comply with federal transit law, specifically 49 U.S.C. § 5332, as provided in 
section 12 of this Master Agreement, 

(d) FTA Circular 4704.1 "Equal Employment Opportunity (BEO) Requirements and 
Guidelines for Federal Transit Administration Recipients," and 

(e) Follow other federal guidance pertaining to EEO laws, regulations, and 
requirements, and prohibitions against discrimination on the basis of disability, 

(2) Specifics. The Recipient agrees to, and assures that each Third Party Participant will: 
(a) Prohibited Discrimination. Ensure that applicants for employment are employed 

and employees are treated during employment without discrimination on the basis 
of their race, color, religion, national origin, disability, age, sexual orientation, 
gender identity, or status as a parent, as provided in Executive Order No. 11246 
and by any later Executive Order that amends or supersedes it, and as specified by 
U.S. Department of Labor regulations, 

(b) Affirmative Action . Take affirmative action that includes, but is not limited to: 
( 1 Recruitment advertising, rec}11itment, and employment, 

l Rates of pay and other forms of compensation, 
J. Selection for training, including apprenticeship, and upgrading, and 
1 Transfers, demotions, layoffs, and terminations, but 

(c) Indian Tribe . Recognize that Title V1I of the Civil Rights Act of 1964, as 
amended, exempts Indian Tribes under the definition of ''Employer,'' and 

(3) Equal Employment Opportunity Requirements for Construction Activities. Comply, 
when undertaking "construction" as recognized by the U .S. Department of Labor 
(U.S. DOL), with: 
(a) U.S. DOL regulations, "Office of Federal Contract Compliance Programs, Equal 

Employment Opportunity, Department of Labor," 41 C.F.R. chapter 60, and 
(b) Executive Order No . 11246, "Equal Employment Opportunity in Federal 

Employment," September 24, 1965,42 U.S .c. § 2000e note, as amended by any 
later Executive Order that amends or supersedes 'it, referenced in 42 U.S.C. 
§ 2000e note . 

e. Disadvantaged Business Enterorise. To the extent authorized by applicable federal laws, 
regulations, or requirements, the Recipient agrees to facilitate, and assures that each Third 
Party Participant will facilitate, participation by small business concerns owned and 
controlled by socially and economically disadvantaged individuals, also referred to as 
"Disadvantaged Business Enterprises" (DBEs), in the Underlying Agreement as follows: 
(1) Statutory and Regulatory Requirements. The Recipient agrees to comply with: 

(a) Section II01(b) of the FAST Act, 23 U.S.C. § 101 note, 
(b) U.S. DOT regulations, "Participation by Disadvantaged Business Enterprises in 

Department of Transportation Financial Assistance Programs," 49 C.F.R . part 26, 
and 

(c) Federal transit law, specifically 49 US.C. § 5332, as provided in section 12 of this 
Master Agreement . 

(2) DBE Program Requirements. A Recipient that receives planning, capital and/or 
operating assistance and that will award prime third party contracts exceeding $250,000 
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in a federal fiscal y'ear must have a DBE program that is approved by FT A and meets 
the requirements of 49 C.F.R. part 26. 

(3) Special Requirements for a Transit Vehicle Manufacturer CTVM). The Recipient agrees 
that: 
(a) TVM Certification. Each TVM, as a condition of being authorized to bid or 

propose on FT A-assisted transi t vehicle procurements, must certi fy that it has 
complied with the requirements of 49 C.F.R. part 26, and 

(b) Reporting TVM Awards. Within 30 days of any third party contract award for a 
vehicle purchase, the Recipient must submit to FT A the name of the TVM 
contractor and the total dollar value of the third party contract, and notify FTA that 
this information has been attached to FT A's electronic award management system. 
The Recipient must also submit additional notifications if options are exercised in 
subsequent years to ensure that the TVM is still in good standing. 

(4) Assurance. As required by 49 C.F.R. § 26.13(a): 
(a) Recipient Assurance. The Recipient agrees and assures that:· 

1 It must not discriminate on the basis ofrace, color, national origin, or sex in 
the award and performance of any FTA or U,S. DOT-assisted contract, or in 
the administration of its DBE program or the requirements of 49 C ,F.R. 
part 26, 

~ It must take all necessary and reasonable steps under 49 C.F.R. part 26 to 
ensure nondiscrimination in the award and administration of U.S. DOT
assisted contracts, 

J. Its DBE program, as required under 49 C.F.R. part 26 and as approved by 
U.S. DOT, is incorporated by reference and made part of the Underlying 
Agreement, and 

1. Implementation of its DBE program approved by U.S . DOT is a legal 
obligation and failure to carry out its terms shall be treated as a violation of this 
Master Agreement. 

(b) SubrecipientJThird Party ContractorJThird Party Subcontractor Assurance. The 
Recipient agrees and assures that it will include the following assurance in each 
subagreement and third party contract it signs with a Subrecipient or Third Party 
Contractor and agrees to obtain the agreement of each of its Subrecipients, Third 
Party Contractors, and Third Party Subcontractors to include the following 
assurance' in every subagreement and third party contract it siins: 
1 The Subrecipient, each Third Party Contractor, and each Third Party 

Subcontractor must not discriminate on the basis of race, color, national origin, 
or sex in the award and performance of any FTA or U.S . DOT-assisted 
subagreement, third party contract, and third party subcontract, as applicable, 
and the administration of its DBE program or the requirements of 49 C.F.R. 
part 26, 

~ The Subrecipient, each Third Party Contractor, and each Third Party 
Subcontractor must take all necessary and reasonable steps under 49 C.F.R. 
part 26 to ensure nondiscrimination in the award and administration of 
U.S. DOT-assisted subagreements, third party contracts, and third party 
subcontracts, as applicable, 
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d Failure by the Subrecipient and any of its Third Party Contractors or Third Party 
Subcontractors to carry out the requirements of this subparagraph 12.e( 4 )(b) is 
a material breach 0 f this subagreement, third party contract, or third party 
subcontract, as applicable, and 

1. The following remedies, or such other remedy as the Recipient deems 
appropriate, include, but are not limited to, withholding monthly progress 
payments; assessing sanctions; liquidated damages; and/or disqualifying the 
Subrecipient, Third Party Contractor, or Third Party Subcontractor from future 
bidding as non-responsible. 

(5) Remedies. Upon notification to the Recipient of its failure to carry out its approved 
program, FTA or U.S. DOT may impose sanctions as provided for under 49 C.F.R. 
part 26, and, in appropriate cases, refer the matter for enforcement under either or both _ 
18 U.S.c. § 100 I, and/or the Program Fraud Civil Remedies Act of 1986, 31 U.S.C. 
§ 3801 et seq. 

f. Nondiscrimination on the Basis of Sex. The Recipient agrees to comply with federal 
prohibitions against discrimination on the basis of sex, including: 
(1) Title IX of the Education Amendments of 1972, as amended, 20 U.S.C. § 1681 et seq., 
(2) U.S. DOT regulations, "Nondiscrimination on the Basis of Sex in Education Programs 

or Activities Receiving Federal Financial Assistance," 49 C.F.R. part 25, and 
(3) Federal transit law, specifically 49 U.S.c. § 5332. 

g. Nondiscrimination on the Basis of Age. The Recipient agrees to comply with federal 
prohibitions against discrimination on the basis of age, including: 
(1) The Age Discrimination in Employment Act, 29 U.S.C. §§ 621 - 634, which prohibits 

discrimination on the basis of age, 
(2) U.S. Equal Employment Opportunity Commission (U.S. EEOC) regulations, "Age 

Discrimination in Employment Act," 29 C.F.R. part 1625, 
(3) The Age Discrimination Act of 1975, as amended, 42 U.S.c. § 6101 et seq., which 

prohibits discrimination against individuals on the basis of age in the administration of 
, Programs, Projects, and related activities receiving federal assistance, 

(4) U.S. Health and Human Services regulations, ''Nondiscrimination on the Basis of Age 
in p'rograms or Activities Receiving Federal Financial Assistance," 45 C.F.R. part 90, 
and 

(5) Federal transit law, specifically 49 U.S.C. § 5332. 

h. Nondiscrimination on the Basis of Disability. The Recipient agrees to comply with the 
following federal prohibitions against discrimination on the basis of disability: 
(1) Federal laws, including: 

(a) Section 504 of the Rehabilitation Act of 1973, as amended, 29 U.S.C. § 794, 
which prohibits discrimination on the basis of disability in the administration of 
federally assisted Programs, Projects, or activities, 

(b) The Americans with Disabilities Act of 1990 (ADA), as amended, 42 U.S.C. 
§ 12101 et seq., which requires that accessible facilities and services be made 
available to individuals with disabilities: 
1 For FTA Recipients generally, Titles I, II, and III of the ADA apply, but 
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.f. For Indian Tribes, Titles II and III of the ADA apply, but Title I of the ADA 
does not apply because it exempts Indian Tribes from the definition of 
"employer," 

(c) The Architectural Barriers Act of 1968, as amended, 42 U.S.c. § 4151 et seq., 
which requires that buildings and public accommodations be accessible to 
individuals with disabilities, 

(d) Federal transit law, specifically 49 U.S.c. § 5332, which now includes disability as 
. a prohibited basis for discrimination, and 

(e) Other applicable federal laws, regulations, and requirements pertaining to access 
for seniors or individuals with disabilities. 

(2) Federal regulations and guidance, including: 
(a) U.S. DOT regulations, ''Transportation Services for Individuals with Disabilities 

(ADA)," 49 C.F.R. part 37, 
(b) U.S. DOT regulations, "Nondiscrimination on the Basis of Disability in Programs 

and Activities Receiving or Benefiting from Federal Financial Assistance," 
49 C.F.R. part 27, 

(c) Joint US. Architectural and Transportation Barriers Compliance Board 
(US. ATBCB) and U.S. DOT regulations, "Americans With Disabilities (ADA) 
Accessibility Specifications for Transportation Vehicles," 36 C.F.R. part 1192 and 
49 C.F.R. part 38, 

(d) US. DOT regulations, "Transportation for Individuals with Disabilities: Passenger 
Vessels," 49 C.F.R. part 39, 

(e) US. DO] regulations, "Nondiscrimination on the Basis of Disability in State and 
Local Government Services," 28 C.F.R. part 35, . 

(f) US. DO] regulations, "Nondiscrimination on the Basis of Disability by Public 
Accommodations and in Commercial Facilities," 28 C.F.R. part 36, 

(g) u.S. EEOC, "Regulations to Implement the Equal Employment Provisions of the 
Americans with Disabilities Act," 29 C.F.R. part 1630, 

(h) US. Federal Communications Commission regulations, "Tel~communications 
Relay Services and Related Customer Premises Equipment for Persons with 
Disabilities," 47 C.F.R. part 64, Subpar1 F, 

(i) u.s. A TECB regulations, "Electronic and Information Techno.1ogy Accessibility 
Standards," 36 C.F.R. part 1194, 

U) FTA regulations, "Transportation for Elderly and Handicapped Persons," 
49 C.F.R. part 609, 

(k) FTA Circular 4710.1, "Americans with Disabilities Act Guidance," and 
(I) Other applicable federal civil rights and nondiscrimination regulations and 

guidance. 

1. Drug or Alcohol Abuse - Confidentiality and Other Civil Rjghts Protections. The Recipient .. 
agrees to comply with the confidentiality and civil rights protections of: 
(1) The Drug Abuse Office and Treatment Act of 1972, as amended, 21 U .S.c. § 110 I 

et seq., 
(2) The Comprehensive Alcohol Abuse and Alcoholism Prevention, Treatment and 

Rehabilitation Act of 1970, as amended, 42 US.C. § 4541 el seq., and 
(3) The Public Health Service Act, as amended, 42 U.S.c. §§ 290dd - 290dd-2. 
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J. Access to Services for Persons with Limited English Proficiency. The Recipient agrees to 
promote accessibility of public transportation services to persons with limited understanding 
of English by following : 
(1) Executive Order No. 13166, "[mproving Access to Services for Persons withLimited 

English Proficiency," August 11,2000,42 U.S .c. § 2000d-l note, and 
(2) U.S. DOT Notice, "DOT Policy Guidance Concerning Recipients' Responsibilities to 

Limited English Proficiency (LEP) Persons," 70 Fed. Reg. 74087, December. 14, 2005. 

k. Other Nondiscrimination Laws, Regulations, Requirements. and Guidance. The Recipient 
agrees to comply with other applicable federal nondisc'rimination laws, regulations, and 
requirements, and follow federal guidance prohibiting discrimination. 

I. Remedies. Remedies for failure to comply with applicable federal Civil Rights laws, 
regulations, requirements, and guidance may be enforced as provided in those federal laws, 
regulations, or requirements . 

Section 13. Planning. 

a. Standard Planning Provisions. The Recipient agrees to the following: 
(I) Planning Requirements and Guidance. To assure that its Underlying Agreement is 

consistent with the Planning requirements that apply, the Recipient agrees to: 
(a) Comply with the Metropolitan planoing requirements of 49 U.S.C. § 5303, and 

joint FHW A and FTA regulations, "Planning and Assistance Standards" 
(for Metropolitan Transportation Planning and Programming), 23 C.F.R. part 450 
and 49 C.F.R. part 613, to the extent those regulations are consistent with the 
metropolitan planning requirements of 49 U.S.c. § 5303, 

(b) Comply with the statewide and nonmetropolitan planning requirements of 
49 U.S.C. § 5304, and joint FHW A and FTA regulations, "Planning and 
Assistance Standards" (for statewide transportation planning and programming), 
23 C.F.R. part 450 and 49 C.F.R. part 613, to the extent those regulations are 
consistent with the state planning requirements of 49 U.S .C. § 5304, and 

(c) Follow any guidance FT A issues to implement requirements of 49 U.S.c. §§ 5303 
and 5304. 

(2) Participation of State or Local Governmental and Private Nonprofit Providers of 
Nonemergency Transportation. The Recipient agrees to comply with 49 U.S .c. 
§ 5323(1<) by assuring that it will, as feasible: 
(a) Provide the opportunity to participate and coordinate with the Recipient in the 

design and the delivery of federally assisted transportation services, and be 
included in planning for the Recipient's federally assisted transportation services, ' 
and 

(b) Make that opportunity available to federally-assisted state or local governmental 
agencies and nonprofit organizations that receive federal assistance for 
nonemergency transportation, but do not receive federal assistance for 
nonemergency transportation from U.S. DOT. 
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b. Tribal Transit Program Planning Provisions. The rndian Tribe agrees that: 
(l) Planning Requirements. The federal assistance it receives for its Tribal Transit Program 

will be consistent with its documents, including any fonnal plan provided to rTA in 
support of the development and basis of its Award of federal assistance under the Tribal 
Transit Program, and are or will be coordinated with transportation service funded by 
other feaeral sources to the maximum extent feasible. 

(2) Participation of State or Local Governmental and Private Nonprofit Providers of 
Nonemergency Transportation. The Recipient agrees to comply with 49 U .S.c. 
§ 5323(k) by assuring that it will, as feasible: 
(a) Provide the opportunity to participate and coordinate with the Recipient in the 

design and the delivery a f federally assisted transportation services, and be 
included in planning for the Recipient's federally assisted transportation services, 
and 

(b) Make that opportunity available ta federally-assisted state or local governmental 
agencies and nonprofit organizations that receive federal assistance far 
nonemergency transportation, but do not receive federal assistance for 
non emergency transportation from V.S . DOT. 

Section 14. Private Enterprise. 

a. Protections. The Recipient agrees to prot~ct the interests of private enterprise affected by 
federal public transportation programs by: 
(t) Encouraging private enterprise to participate in the planning of public transportation 

and programs that provide public transportation, to the extent pennitted under 49 V.S.c. 
§ 5306, and 

(2) Providing just compensation for the Project property it acquires, including the 
franchises of private providers of public transportation, as required under 49 U.S.C. 
§ 5323(a)(l)(C). 

b. Infrastructure Investment. The' Recipient agrees to follow the infrastructure investment 
recommendations of: 
(1) Executive Order No. 12803, "Infrastructure Privatization," April 30, 1992,31 V.S.c. 

§ 501 note, and 
(2) Executive Order No. 1 2893, "Principles for Federal Infrastructure Investments," 

January 26,1994,31 U.S.C. § 501 note. 

c. Joint Development. If joint development is involved, the Recipient agrees to follow the latest 
edition of FT A Circular 7050.1, "Federal Transit Administration Guidance on Joint 
Development." 

Section 15. Preference for United States Products and Services. 

Except as the Federal Government determines otherwise in writing, the Recipient agrees to 
comply with FTA's U.S. domestic preference requirements and follow federal guidance, 
including: 
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a. Buy America. The domestic preference procurement requirements of 49 U.S.e. § 5323(j), 
and FTA regulations, "Buy America Requirements," 49 e.F.R. part 661, to ¢e extent 
consistent with 49 US.e. § 5323(j), 

b. Cargo Preference. Preference - Use of United States-Flag Vessels. The shipping 
requirements of 46 U.S.e. § 55305, and U.S. Maritime Adrrlinistration regulations, "Cargo 
Preference - US.-Flag Vessels," 46 e.F.R. part 381, and 

c. Fly America. The air transportation requirements of Section 5 of the International Air 
Transportation Fair Competitive Practices Act of 1974, as amended, 49 US.e. § 40118, and 
UjS. General Services Administration (U.S. GSA) regulations, "Use of United States Flag 
Air Carriers," 41 e.F.R. §§ 301-10.131 - 301-10.143. 

Section 16. Proc~rement. 

a. Federal Laws, Regulations, Requirements. and Guidance. The Recipient agrees: 
(1) To comply with the requirements of 49 US.e. chapter 53 and other applicable feaeral 

laws, regulations, and requirements in effect now or later that affect its third party 
procurements, 

(2) To comply with the applicable US. DOT Common Rules, and 
(3) To follow the most recent edition and any revisions ofFTA Circular 4220.1, 

"Third Party Contracting Guidance," to the extent consistent with applicable federal 
laws, regulations, requirements, and guidance. 

b. Full and Open Competition. The Recipient agrees to conduct all of its, third party 
procurements using full and open competition as provided in 49 US.e. § 5325(a), and as 
determined by FT A. 

c. Exc1us·ionary or Discriminatory Specifications. The Recipient agrees that it will not use any 
federal assistance under 49 U.S.e. chapter 53 for any procurement based on exclusionary or 
discriminatory specifications, as provided in 49 U.S.e. § 5325(h), unless authorized by other· 
applicable federal laws, regulations, or requirements. 

, 
d. Required Clauses in Third Party Contracts. ]n addition to other applicable provisions of 

feder.al law, regulations, requirements, and guidance, all third party contracts made by the 
Recipient under the Federal award must contain provisions covering the following, as 
applicable: 
(l) Contracts for more than the simplified acquisition threshold currently set at $150,000, 

which is the inflation adjusted amount determined by the Civilian Agency Acquisition 
Council and the Defense Acquisition Regulations Council (Councils) as authorized by 
41 U.S.e. § 1908, must address administrative, contractual, or legal remedies in 
instances where contractors violate or breach contract terms, and provide for such 
sanctions and penalties as appropriate. 

(2) All contracts in excess of $10,000 must address termination for cause and for 
convenience by the non-Federal entity including the manner by which it will be effected 
and the basis for settlement. 
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(3) Equal Employment Opportunity: Except as otherwise provided under 41 C.F.R. 
part 60, all contracts that meet the definition of "federally assisted construction 
contract" in 41 C.F.R. part 60-1.3 must include the equal opportunity clause provided 
under 41 C.F.R. § 60-1.4(b), in accordance with Executive Order No. 11246, "Equal 
Employment Opportunity" (30 FR 12319, 12935,3 C.F.R. part 1964-1965 Comp., 
p. 339), as amended by Executive Order No. 11375, "Amending Executive Order 
No. 11246 Relating to .Equal Employment Opportunity," and implementing·regulations 
at 41 C.F.R. part 60, "Office of Federal Contract Compliance Programs, Equal 
Employment Opportunity, Department of Labor." 

(4) - Davis-Bacon Act, as amended (40 US.c. §§ 3141- 3148). When required by Federal 
program legislation, all prime construction contracts in excess of $2,000 awarded by 
non-Federal entities must include a provision for compliance with the Davis-Bacon Act 
(40 U.S.c. §§ 3141 - 3144, and 3146 - 3148) as supplemented by Department of Labor 
regulations (29 C.F.R part 5, "Labor Standards Provisions Applicable to Contracts 
Covering Federally Financed and Assisted Construction"). In accordance with the 
statute, contractors must be required to pay wages to laborers and mechanics at a rate 
not less than the prevailing wages specified in a wage determination made by the 
Secretary of Labor. In addition, contractors must be required to pay wages not less than 
once a week. The non-Federal entity must place a copy of the current prevailing wage 
determination issued by the Department of Labor in each solicitation. The decision to 
award a contract or subcontract must be conditioned upon the acceptance of the wage 

, determination. The non-Federal entity must rep9rt all suspected or reported violations 
to the Federal awarding agency. The contracts must also include a provision for 
compliance with the Copeland "Anti-Kickback" Act (40 U.S.c. § 3145), as 
supplemented by Department of Labor regulations (29 C.F.R. part 3, "Contractors and 
Subcontractors on Public Building Or Public Work Financed in Whole or in Part by 

. Loans or Grants from the United States"). The Act provides that each contractor or 
subrecipient must be prohibited from inducing, by any means, any person employed in 
the construction, completion, or repair of public work, to give up any part of the 
compensation to which he or. she is otherwise entitled. The non-Federal entity must 
report all suspected or reported violations to the Federal awarding agency_ 

(5) Contract Work Hours and Safety Standards Act (40 U.S.C. §§ 3701 - 3708). Where 
applicable, all contracts awarded by the non-Feder'al entity in excess of $1 00,000 that 
involve the employment of mechanics or laborers must include a provision for 
compliance with 49 U.S.c. §§ 3702 and 3704, as supplemented by Department of Labor 
regulations (29 C.F.R. part 5). Under 40 U.S.c. § 3702 of the Act, each contractor must 
be required to compute the wages of e~ery mechanic and laborer on the basis of a 
standard work week of 40 hours. Work in excess of the standard work week is 
permissible provided that the worker is compensated at a rate of not less than one and a 
halftimes the basic rate of pay for all hours worked in excess of 40 hours in the work 
week. The requirements of 40 U.S.c. § 3704 are applicable to construction work and 
provide that no laborer or mechanic must be required to work in surroundings or under 
working conditions which are unsanitary, hazardous or dangerous. These requirements 
do not apply to the purchases of supplies or materials or articles ordinarily avail able on 
the open market, or contracts for transportation Or transmission of intelligence. 
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(6) Rights to Inventions Made Under a Contract or Agreement. If the Federal award meets 
the definition of "funding agreement" under 37 C.F.R. § 401.2(a) and the recipient or 
subrecipient wishes to enter into a contract with a small business firm or nonprofit 
organization regarding the substitution of parties, assignment or performance of 
experimental, developmental, or research work under that "funding agreement," the 
recipient or subrecipient must comply with the requirements of 37 C.F .R. part 401, 
"Rights to Inventions Made by Nonprofit Organizations and Small Business Firms 
Under Government Grants, Contracts and Cooperative Agreements," and any 
implementing regulations issued by the awarding agency. 

(7) Clean Air Act (42 U.S.C. §§ 7401 -7671q.) and the Federal Water Pollution Control 
Act (33 U.S.c. §§ 1251 - 1387), as amended--Contracts and subgrants of amounts in 
excess of $150,000 must contain a provision that requires the non-Federal award to 
agree to comply with all applicable standards, orders or regulations issued pursuant to 
the Clean Air Act (42 U.S.c. §§ 7401 -7671q) and the Federal Water Pollution Control 
Act as amended (33 U.S.c. §§ 1251 - 1387). Violations must be reported to the Federal 
awarding agency and the Regional Office of the Environmental Protection Agency 
(EPA). 

(8) Debarment and Suspension (Executive Orders Nos. 12549 and 1 2689)-A contract 
award (see 2 C.F.R. § 180.220) must not be made to parties listed on the 
govemmentwide exclusions in the System for Award Management (SAM), in 
accordance with the OMB guidelines at 2 C.F.R. § 180 that implement Executive 
Orders Nos. 12549 (3 C F R part 1986 Comp., p. 189) and 12689 (3 C.F. R. part 1989 
Comp., p. 235), "Debarment and Suspension." SAM Exclusions contains the names of 
parties debarred, suspended, or otherwise ex.cluded by agencies, as well as parties 
declared ineligible Wlder statutory or regulatory authority other than Executive Order 
No. 12549. 

(9) Byrd Anti-Lobbying Amendment (31 U.S.c. § 1352)-Contractors that apply or bid for 
an award exceeding $100,000 must file the required certification. Each tier certifies to 
the tier above that it will not and has not used Federal appropriated funds to pay any 
person or organization for influencing or attempting to influence an officer or employee 
of any agency, a member of Congress, officer or employee of Congress, or an employee 
of a member of Congress in connection with obtaining any Federal contract, grant or 
any other award covered by 31 U.S.c. § 1352. Each tier must also disclose any 
lobbylng with non-Federal funds that takes place in connection with obtaining any 
Federal award. Such disclosures are forwarded from tier to tier up to the non-Federal 
award. 

(10) A Recipient that is a state agency or agency of a political subdivision of a state and its 
contractors must comply with section 6002 of the Solid Waste Disposal Act, as amended 
by the Resource Conservation and Recovery Act. The requirements of Section 6002 
include procuring only items designated in guidelines of the Environmental Protection 
Agency (EPA) at 40 C.F.R. part 247 that contain the highest percentage of recovered 
materials practicable, consistent with maintaining a satisfactory level of competition, 
where the purchase price of the item exceeds $10,000 or the value of the quantity 
acquired during the preceding fiscal year exceeded $10,000; procuring solid waste 
management services in a manner that maximizes energy and resource recovery; and 
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establishing an affirmative procurement program for procurement of recovered 
materials identified in the EPA guidelines. 

e. Geographic Restrictions. The Recipient agrees that it will not use any state or local 
geographic preference, except as permitted by federal law, regulation, requirement, or 
guidance. 

f. In-State Bus Dealer Restrictions. The Recipient agrees that any state law requiring buses to 
be purchased through in-state dealers will not apply to purchases of vehicles supported with 
federal assistance appropriated or made available for 49 U.S.c. chapter 53, as provided in 
49 U.S.C. § 5325(i). 

g. Organizational Conflict of Interest. The Recipient agrees that it will not enter into a 
procurement that involves a real or apparent organizational conflict 0 f interest. 

h. Proiect Labor Agreements. As a condition of third party contract award, the Recipient may 
require the Third Party Contractor or Subcontractor to have an affiliation with a labor 
organization, such as a Project Labor Agreement, consistent with Executive Order 
No. 13502, "Use of Project Labor Agreements for Federal Construction Projects," 
February 6,2009,41 V.S.c. chapter 39, Refs. & Annos. 

I. Force ACCOlUlt. The Recipient agrees that FT A may determine the ex tent to which federal 
assistance may be used to participate in force account costs. 

J. FTA Technical Review. The Recipient agrees that FTA may review and approve the 
Recipient's technical specifications and requirements to the extent FTA believes necessary to 
ensure proper administration of the Underlying Agreement. 

k. Relationship of the Award to Third party Contract ADoroval. The Recipient agrees that the 
terms of the Underlying Agreement do not, by themselves, constitute approval of any non
competitive third party contract associated with the Award, unless FTA indicates otherwise 
in writing. 

I. National Intelligent Transportation Systems Architecture and Standards. The Recipient 
agrees to conform to the National Intelligent Transportation Systems (ITS) Architecture 
requirements of23 US.c. § 517(d}, unless it obtains an exemption from those requirements, 
and follow FTA Notice, "FTA National ITS Architecture Policy on Transit Projects," 
66 Fed. Reg. 1455, January 8, 2001, and all other applicable federal guidance. 

m. Rolling Stock. The Recipient agrees that any procurement for rolling stock will comply with 
49 US.c. § 5325 (Contract Requirements), 49 US.c. § 5323(j) (Buy America 
Requirements), 49 U.S.c. § 5323(m) (pre-Award and Post Delivery Requirements), and 49 
US.c. § 5318(e) (Bus Testing Requirements), and their implementing regulations. 

o. Bonding. The Recipient agrees to comply with the following bonding requirements and 
restrictions as provided in federal regulations and guidance: 
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(1) Construction. As provided in federal regulations and modified by FT A guidance, for 
each Project or related activities implementing the Underlying Agreement that involve 
construction, it will provide bid guarantee bonds, contract performance bonds, and 
payment bonds. 

(2) Activities Not Involving Construction. For each Project or related activities 
implementing the Underlying Agreement not involving construction, the Recipient will 
not impose excessive bonding and will follow FTA guidance. 

o. Architectural Engineering and Related Services. When procuring architectural engineering 
or related services supported with federal assistance appropriated or made available for 
49 U.S.c. chapter 53 or provided in any other law requiring the Award to be administered 
under 49 U.S.c. chapter 53, the Recipient agrees that it will comply and assures that each of 
its Subrecipients will comply with 49 U.S.c. § 5325(b). 

p. Design-Build Projects. As provided in 49 US.C. § 5325(d), the Recipient may use a design
build procurement to carry out its Design-Build Project, provided that it complies with 
applicable federal laws, regulations, and requirements, and follows federal guidance. 

q. Award to Other than the Lowest Bidder. As permitted under 49 U.S.c. § 5325(c), the 
Recipient may award a third party contract to other than the lowest bidder, if that award 
furthers an objective (for example, improved long-term operating efficiency and lower long
term costs) consistent with the purposes of 49 U.S.C. chapter 53 and any implementing 
federal regulations, requirements, or guidance that FTA may issue. 

r. Award to Responsible Third party Contractors. The Recipient agrees that it will award third 
party contracts only to contractors able to carry out the procurement successfully, as provided 
in 49 U.S.c. § 5325(j), and before awarding a third party contract, it will consider the 
proposed contractor's integrity, compliance with public policy, past performance, and 
financial and technical resources. 

s. Access to Third Party Contract Records. The Recipient agrees to require, and assures that 
each of its Subrecipients will require, its Third Party Contractors at each tier to provide: 
(I) The US. Secretary of Transportation and the Comptroller General of the United States, 

the state, or their duly authorized representatives, access to all third party contract 
records (at any tier) as required illlder 49 U.S.c. § 5325(g), and 

(2) Sufficient access to all third party contract records (at any tier) as needed for 
compliance with applicable federal laws, regulations, and requirements or to assure 
proper management of Underlying Agreement as determined by FTA. 

t. Electronic and Information Technology. The Recipient agrees that reports or information it 
provides to Or on behalf of the Federal Govenunent will use electronic or information 
technology that complies with the accessibility requirements of Section 508 of the 
Rehabilitation Act of 1973, as amended, 29 US.c. § 794d, and U.S. A TBCB regulations, 
"Electronic and Information Technology Accessibility Standards," 36 C.F.R. part 1194. 
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u. Veterans Preference. As provided in 49 U.S.c. § 5325(k), to the extent practicable, the 
Recipient agrees and assures that each of its Subrecipients: 
(1) Will give a hiring preference to veterans, as defined in 5 U.S.C. § 2108, who have the 

skills and abilities required to perform construction work required under a third party 
contract in connection with a Capital Project supported with federal assistance 
appropriated or made available for 49 U.S.c. chapter 53, and 

(2) Will not require an employer to give a preference to any veteran over any equally 
qualified applicant who is a member of any racial or ethnic minority, female, an 
individual with a disability, or a former employee. 

v. Acquisition by Lease. The Recipient agrees that if it intends to acquire Project property 
through a lease it will comply, as applicable, with 49 U.S.c. chapter 53 and section 3019 of 
the FAST Act, and FTA regulations, "Capital Leases," 49 C.F.R. part 639 to the extent those 
regulations are consistent with federal laws. 

Section 17. Patent Rights. 

a. GeneraL The Recipient agrees that: 
(1) Depending on the nature of the Underlying Agreement, the Federal Government may 

acquire patent rights when the Recipient or Third Party Participant produces a patented 
or patentable invention, improvement, or discovery, 

(2) The Federal Government's rights arise when the patent or patentable information is 
conceived or reduced to practice with federal assistance provided through the 
Underlying Agreement, or 

(3) When a patent is issued or patented information becomes available as described in the 
preceding section 17 .a(2) of this Master Agreement, the Recipient will notify FT A 
immediately, and provide a detailed report satisfactory to ITA. 

b. Federal Rights. The Recipient agrees that: 
(1) Its rights and responsibilities, and each Third Party Participant's rights and 

responsibilities, in that federally assisted invention, improvement, or discovery will be 
detennined as provided in applicable federal laws, regulations, requirements, and 
guidance, including any wai ver thereof, and 

(2) Unless the Federal Government detennines otherwise in writing, irrespective of its 
status or the status of any Third Party Participant as a large business, small business, 
state goverrunent, state instrumentality, local government,.Indian tribe, nonprofit 
organization, institution of higher education, or individual, the Recipient will transmit 
the Federal Government's patent rights to FTA, as specified in 35 U.S.c. § 200 et seq., 
and U.S. Department of Commerce regulations, "Rights to Inventions Made by 
Nonprofit Organizations and Small Business Firms Under Government Grants, 
Contracts and Cooperative Agreements," 37 C.F.R. part 401. 

c. License Fees and Royalties. Consistent with the applicable U.S. DOT Common Rules, the 
Recipient agrees that license fees and royalties for patents, patent applications, and 
inventions produced with federal assistance provided through the Underlying Agreement are 
program income, and must be used in compliance with applicable federal requirements. 
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Section 18. Rights in Data and Copyrigbts. 

a. Definition of "Subject Data." As'used in this section, "subject data" means recorded 
information whether or not copyrighted, and that is delivered or specified to be delivered as 
required by the Underlying Agreement. Examples of "subject data" include, but are not 
limited to computer software, standards, specifications, engineering drawings and associated' 
lists, process sheets, manuals, technical reports, catalog item identifications, and related 
information, but do not include financial reports, cost analyses, or other similar information 
used for performance or administration of the Underlying Agreement. 

b. General Federal Restrictions. The for'lowing restrictions apply to aU subject data first 
produced in the performance of the Underlying Agreement: 
(1) Prohibitions. The Recipient may not publish or reproduce any subject data, in whole, in 

part, or in any manner or form, or permit others to do so. 
(2) Exceptions. The prohibitions do not apply to publications or reproductions for the 

Recipient's own internal use, an institution of higher learning, the portion of subject 
data that the Federal Government has previously released or approved for release to the 
public, or the portion of data that has the Federal Government's prior written consent 
for release. 

c. Federal Rights in Data and Copyrights. The Recipient agrees that: 
(I) GeneraL It must provide a license to its "subject data" to the Federal Government that 

is royalty-free, non-exclusive, and irrevocable. The Federal Government's license must 
permit the Federal Government to reproduce, PLlblish, or otherwise use the subject data 
or permit other entities or individuals to use the subject data provided those actions are 
taken for Federal Government purposes, and 

(2) U.S. DOT Public Access Plan - Copyright License. The Recipient grants to U.S. DOT 
a worldwide, non-exclusive, non-transferable, paid-up, royalty-free copyright license, 
including all rights under copyright, to any and all Publications and Digital Data Sets as 
such terms are defined in the U.S. DOT Public Access plan, resulting from scientific 
research funded either fully or partially by this funding agreement. The Recipient 
herein acknowledges that the above copyright license grant is first in time to any and all 
other grants of a copyright license to such Publications andlor Digital Data Sets, and 
that U.S. DOT shall have priority over any other claim of exclusive copyright to the 
same. 

d. Special Federal Rights in Data for Research. Development. Demonstration, Deployment, 
Technical Assistance. and Special Studies Programs. In general, FT A's purpose in providing 
federal assistance for a research, development, demonstration, deployment, technical 
assistance, or special studies program is to increase transportation knowledge, rather than 
limit the benefits of the Award to the Recipient and its Third Party Participants. Therefore, 
the Recipient agrees that: 
(1) Publicly Available Report. When an Award providing federal assistance for any of the 

programs described above is completed, it must provide a report of the Underlying 
Agreement that FTA may publish or make available for publication on the Internet. 
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(2) Other Reports. It must provide other reports related to the Award that FTA may 
request. 

(3) A vail ability of Subject Data. FT A may make available its copyright license to the 
subject data, and a copy of the subject data to any FTA Recipient or any Third Party 
Participant at any tier, except as the Federal Government determines otherwise in 
writing. 

(4) Identification ofInformation. It must identify clearly any specific confidential, 
privileged, or proprietary information submitted to FTA. 

(5) Incomplete. Ifthe Award is not completed for any reason whatsoever, all data 
developed with federal assistance for the Award becomes "subject data" and must be 
delivered as the Federal Government may direct. 

(6) Exception. This section does not apply to an adaptation of any automatic data 
processing equipment or program that is both for the Recipient's use, and acquired with 
FTA capital program assistance. 

e. License Fees and Royalties. Consistent with the applicable U.S. DOT Common Rules, the 
Recipient agrees that license fees and royalties for patents, patent applications, and 
inventions produced with federal assistance provided through the Underlying Agreement are 
program income, and must be used in compliance with federal applicable requirements. 

f. Hold Harmless. Upon request by the Federal- Government, the Recipient agrees that if it 
intentionally violates any proprietary rights, copyrights, or right of privacy, and if its 
violation under the preceding section occurs from any of the publication, translation, 
reproduction, delivery, use or disposition of subject data, then it will indemnify, save, and 
hold hannless against any liability, including costs and expenses of the Federal 
Government's officers, employees, and agents acting within the scope of their official duties. 
The Recipient will not be required to indemnify the Federal Government for any liability 
described in the preceding sentence, if the violation is caused by the wrongful acts of federal 
officers, employees or agents, or if indemnification is prohibited or limited by applicable 
state law. 

g. Restrictions on Access to Patent Rights. Nothing in this section of this Master Agreement 
pertaining to rights in data either implies a license to the Federal Government under any 
patent, or may be construed to affect the scope of any license or other right otherwise granted 
to the Federal Government under any patent. 

h. Data Developed Without Federal Assistance or Support. The Recipient agrees that in certain 
circumstances it may need to provide to FTA data developed without any federal assistance 
or support. Nevertheless, this section generally does not apply to data developed without 
federal assistance, even though that data may have been used in connection with the Award. 
The Recipient agrees that the Federal Government will not be able to protect data developed 
without federal assistance from unauthorized disclosure unless that data is clearly marked 
"Proprietary," or "Confidential." 
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I. Reauirements to Release Data. The Recipient understands and agrees that the Federal 
Government may be required to release data and information the Recipient submits to the 
Federal Government as required under: 
(I) Th.e Freedom ofTnformation Act (FOIA), 5 U.S.c. § 552, 
(2) The U.S, DOT Common Rules, 
(3) U.S. DOT Public Access Plan, which provides that the Recipient agrees to satisfy the 

reporting and compliance requirements as set forth in the U.S. DOT Public Access plan, 
including, but not Limited to, the submission and approval of a Data Management Plan, 
the use of Open Researcher and Contributor ID (ORCID) numbers, the creation and 
maintenance of a Research Project record in the Transportation Research Board's 
(TRB) Research in Progress (RiP) database, and the timely and complete submission of 
all required publications and associated digital data sets as such terms are defined in the 
DOT Public Access plan. Additional information about how to comply with the 
requirements can be found at: http://ntLbts.gov/publicaccess/howtocomply.html, or 

(4) Other federal laws, regulations, requirements, and guidance concerning access to 
records pertaining to the Award, the accompanying Underlying Agreement, and any 
Amendments thereto. 

Section 19. Use of Real Property, Equipment, and Supplies. 

a. Federal Interest. The Recipient agrees that the Federal Government retains a federal interest 
in all real property, equipment, and supplies acquired or improved for use in cOIll1ection with 
a Project (project property) until, and to the extent that, the Federal Government removes its 
federal interest 

b. ITA Requirements and Guidance for Use of Project Property. The Recipient agrees that: 
(1) Satisfactory Continuing Control. It will maintain continuing control of the use of its 

Project property as satisfactory to FTA, which is defined as the legal assurance that 
Project property wiLL remain available to be used for its originally authorized purpose 
throughout its useful life or until disposition. 

(2) Appropriate Use. It will use its Project property for appropriate purposes (including 
joint development purposes as weLL as usesJbat provide program income to support 
public transportation) for the duration of the useful life of its Project property, which 
may extend beyond the duration of the Award, and consistent with other requirements 
FTA may impose. 

(3) Delay or Failure to Use Project Property. The Federal Government may require it to 
return the entire amount of federal assistance spent on its Project property if, during the 
useful life of its Project property, it has unreasonably delayed using its Project property, 
or failed to use its Project property. 

(4) Notification. It will notify FT A immediately when it uses any of its Project property in 
a manner substantially different from the representations in its Application or other 
document~/submitted in support of the Award, or the requirements of the accompanying 
Underlying Agreement, or it withdraws any of its Project property from appropriate use. 

(5) Ff A Guidance. It will consult FTA guidance through its circulars or other written 
documents for ways in which FTA property requirements should be implemented. FT A 
guidance will apply unless FT A determines otherwise in writing. 
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c. General Federal Requirements. The Recipient agrees to comply with the applicable 
U.s. DOT property management provisions contained in the U.S. DOT Cornmon Rules and 
this Master Agreement. The Recipient also agrees that it will follow FTA 's reimbursement 
provisions pertaining to premature dispositions of certain equipment, as provided in this 
Master Agreement and FT A guidance. 

d. Maintenance. As provided in federal laws, regulations, and requirements, and as provided in 
federal guidance, the Recipient agrees to lJlaintain its Project property in good operating 
order, and comply with FTA regulations, "Transit Asset Management; National Transit 
Database," 49 C.F.R. parts 625 and 630. 

e. Property Records . The Recipient agrees that it will keep satisfactory records of its use of its 
project property, and, upon request, it will provide FTA the necessary infonnation required to 
assure compliance with this Master Agreement. 

f. Incidental Use. 
(1) The Recipient agrees that any inciden~al use of Project property will not exceed what is 

pennitted under applicable federal requirements and federal guidance. 
(2) As provided in 49 U.s .C. § 5323(P), it may pennit nontransit public entities and private 

entities to have incidental use of its federally assisted alternative fueling facilities and 
equipment, only if: 
(a) The incidental use does not interfere with public transportation operations or 

violate the provisions of the Underlying Agreement and any Amendments thereto, 
(b) It fully recaptures all the costs related to the incidental use from any nontransit 

public entity or private entity that uses the alternative fueling facilities or 
equipment, 

(c) It uses revenues it receives from the incidental use in excess of costs for planning, 
capital, and operating expenses that are incurred in providing public transportation, 
and 

(d) Private entities pay all applicable excise taxes on fuel. . 

g. Reasonable Access for Private Intercity or Charter Transportation Operators. The Recipient 
agrees that it must comply with 49 U.S.C. § 5323(r), and may not deny reasonable access for 
a private intercity or charter transportation operator to federally funded public transportation 
facilities, including intennodal facilities, park and ride lots, and bus-only highway lanes. In 
detennining reasonable access, capacity requirements of the Recipient of assistance and the 
extent to which access would be detrimental to existi'1g public transportation services must 
be considered. 

h. Encumbrance of Project Prooertv. Absent the express consent of the Federal Government in 
writing, the Recipient agrees to preserve the federal interest 10 its Project property, and to 
maintain satisfactory continuing control of its Project property as follows: 
(l) Written Transactions. The Recipient agrees that it will not execute any documents that 

would either adversely affect the federal interest in or impair its continuing control of 
the use of its Project property including, but not limited to, lease, transfer of title, lien, 
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pledge, mortgage, encumbrance, third party contract, subagTeement, grant anticipation 
note, alienation, innovative finance arrangements, such as a cross-border or leveraged 
lease, or other types of innovative fmancing arrangements, or any restriction, constraint, 
6r commitment that may apply to the Project property. Upon request, the Recipient will 
provide a copy of any document described above to FT A. 

(2) Oral Transactions. The Recipient agrees it will not obligate itself in any way through an 
oral statement to any third party with respect to its Project property that would either 
adversely affect the federal interest in or impair its continuing control of the use of its 
Project property. 

(3) Other Actions. The Recipient agrees that it will not take any other action that would 
either adversely affect the federal interest in or impair its continuing control of the use 
of its Project property. 

i. Useful Life of Project Property. The Recipient agrees that: 
(1) Detennining the Useful Life. FTA may establish the useful life o[Project property, 
(2) Required Use. It will use its Project property continuously and appropriately 

throughout the useful life of that property, 
(3) Expired Useful Life. When the useful life of its Project property has expired, it will 

comply with FTA's disposition requirements, and 
(4) Premature Withdrawal. The Federal Government retains a federal interest in the [air 

market value of Project property or remaining useful life in Proj ect property calculated 
on the basis of straight line depreciation (including Project equipment acquired by a 
state). Therefore, if the Recipient withdraws that property from public transportation 
use prematurely, it will notify FTA immediately when any of its Project property is 
prematurely withdrawn from appropriate use, whether by planned withdrawal, misuse, 
or casualty loss. 
(a) Amount of Federal Interest. The federal interest in the Recipient's or any of its 

Subrecipients' Project property will be determined on the basis of the ratio of the 
federal assistance provided for that property to the actual cost of that property. 

(b) Financial Commitments to the Federal Government. Except as otherwise 
approved in writing by the Federal Government, the Recipient agrees that if its 
Project property is prematurely withdrawn from appropriate use: 
1 It will return an amount equal to the remaining federal interest in the 

withdrawn property to the Federal Government, or 
2. With FTA approval, it will invest an amount equal to the remaining federal 

interest in the withdrawn property in other transit property eligible for federal 
assistance provided through the Underlying Agreement. 

j. Calculating the Value of Prematurely Withdrawn Proiect Property. The Recipient agrees that 
the fair market value of Project property prematurely wi thdrawn from use in support of the 
Award (including the fair market value of project equipment acquired or improved by a state) 
will be calculated as follows: 
(l) Equipment and Suppl ies. The fair market value of project equipment or supplies will be 

calculated by straight-line depreciation, based on the useful life of that equipment or 
supplies as established or approved by FT A. The fair market value of the Project 
equipment and supplies withdrawn from proper use will be based on the value of that 
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property immediately before it was withdrawn from appropriate use irrespective of 
whether the Project property was withdrawn from use due to fire, casualty, or natural 
disaster, and irrespective of the extent of insurance coverage. 

(2) Real Property. The Recipient agrees that the fair market value of Project real property 
shall be determined by: 
(a) Competent appraisal based on an appropriate date as approved by FT A, consistent 

with U.S . DOT regulations, "Uniform Relocation Assistance and Real Property 
Acquisition for Federal and Federally-Assisted Programs," 49 C.F.R. part 24, 

(b) Straight line depreciation of improvements to the Project real property coupled 
with the value of the land determined by FTA on the basis of appraisal, or 

(c) Other applicable federal laws, regulations, and requirements. 
(3) Exceptional Circumstances. The Recipient agrees that the Federal Government may 

require another method of valuation to be used to determine the fair market value of 
Project real property withdrawn from service. In unusual circumstances, the Recipient 
may request permission to use another reasonable valuation method including, but not 
limited to accelerated depreciation, comparable sales, or established market values. 

k. Insurance Proceeds. The Recipient agrees to use any insurance proceeds it receives for 
Project property that has been damaged or destroyed (in~luding insurance proceeds for 
Project equipment acquired or improved by a state) as follows: 
(I) Replacement. It may apply those insurance proceeds to the cost of replacing that 

damaged or destroyed property, 
(2) Another Purpose. It may use those insurance proceeds for another authorized purpose, 

provided that it has obtained FTA's consent in writing, or 
(3) Return to the Federal Government. It may return to the Federal Government an amount 

equal to the amount of the remaining federal interest in that property that has been 
damaged or destroyed. 

I. Misused or Damaged Proiect Property. If any damage to Project property results from abuse 
or misuse occurring with the Recipient's knowledge and consent, the Recipient agrees to 
restore the Project property that has been damaged to its original condition, or refund the 
value of the federal interest in its Project property (including the remaining federal interest in 
Project equipment acquired by a state), as the Federal Government may require. 

m. Disposition of Project Property. The Recipient agrees that disposition of its Project property 
may be made as provided in FTA's enabling legislation, 49 U.S.C. § 5334(h), U.S. DOT 
Common Rules, and the most recent edition ofFT A Circular 50 I 0.1, to the extent consistent 
with applicable federal laws, regulations, requirements, and guidance. The Recipient 
understands and agrees that under certain circumstances, the Recipient must obtain 
disposition instructions from FTA before disposing of Project property, including real 
property, equipment including rolling stock, and supplies. 

n. Responsibilities After Closeout. The Recipient agrees th~t closeout of the Award will not 
change the Recipient's property management responsibilities for its Project property as 
provided in federal laws, regulations, requirements, and guidance effective now or at a later 
date, and this section of the Master Agreement. 
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Section 20. Transit Asset Management. 

a. ,Transit Asset Management Plan. The Recipient agrees to develop a Transit Asset 
Management Plan that complies with federal transit laws, specifically 49 U.S.C. § 5326 and 
5337(a)(4), FTA regulations, "Transit Asset Management; National Transit Database," 
49 C.F.R. parts 625 and 630, and other applicable federal laws, regulations, and 
requirements. 

b. When Compliance is Required. The Recipient agrees to, and assures that each Third Party 
Participant will comply with FTA regulations, "Transit As.set Management; National Transit 
Database," 49 C.F.R. parts 625 and 630, and follow applicable federal guidance. 

Section 21.. Insurance. 

a. Flood Insurance. The Recipient agrees and assures that its third party participants will agree 
to comply with flood insurance laws and guidance as follows: 
(I) It will have flood insurance as required by the Flood Disaster Protection Act of 1973, 

42 U.S.C. § 4012a(a), for any building located in a special flood hazard area (IOO-year 
flood zone), before accessing federal assistance to acquire, construct, reconstruct, 
repair, or improve tha~ building. 

(2) Each such building and its contents will be covered by flood insurance in an amount at 
least equal to the federal investment (less estimated land cost) or to the maximum limit 
of coverage made available with respect to the particular type of property under the 
National Flood Insurance Act of 1968,42 U.S.C. § 4.001 et seq., whichever is less. 

(3) It will follow FT A guidance, except to the extent FTA determines otherwise in writing. 

b. Other Insurance Requirements. It will comply with the insurance requirements normally 
imposed by its state and local laws, regulations, and ordinances. 

Section 22. Relocation and Real Property. 

a. Relocation Protections. Irrespective of whether federal assistance is used to pay relocation 
costs required under federal laws, regulations, or requirements, the Recipient agrees that it 
will: ' ' 

(I) Provide fair and equitable treatment to displaced individuals and businesses that must 
be relocated as a result of any Project for which the FTA has provided federal 
assistance, and 

(2) Comply with federal transit laws, specifically 49 U.S.C. § 5323(b), which requires 
compliance with the Uniform Relocation Assistance and Real Property Acquisition 
Policies Act of 1970, as amended, 42 U.S.C. § 4601 et seq., and U.S. DOT regulations, 
"Uniform Relocation Assistance and Real Property Acquisition for Federal and 
Federally-Assisted Programs," 49 C.F.R. part 24. 

b. Nondiscrimination in Housing. The Recipient agrees that when it must provide housing for 
individuals as a result of relocation, it will comply with Title VlII of the Civil Rights Act 
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of 1968, as amended, 42 U.S.c. § 360 I et seq., and facilitate and follow Executive Order 
No. 12892, "Leadership and Coordination of Fair Housing in Federal Programs: 
Affirmatively Furthering Fair Housing," January 17, 1994,42 U.S.C. § 3608 note, except as 
the Federal Government determines otherwise in writing. 

c. Prohibition Against the Use of Lead-Based Paint. The Recipient agrees that if it constructs 
or rehabilitates residential structures on behalf of individuals displaced by its any Project, it 
will not use lead-based paint, and it will comply with Section 401(b) of the Lead-Based Paint 
Poisoning Prevention Act, 42 US.C. § 4831(b), and U.S. Housing and Urban "Development 
regulations, "Lead-based Paint Poisoning Prevention in Certain Residential Structures," 
24 C.F.R. part 35. 

d. Real Property Acquisition Protections. Irrespective of whether federal assistance is used to 
pay real property acquisition costs required to implement the Award, the Recipient agrees 
that it will provide fair and equitable treatment to owners of res I property or interests in real 
property that must be acquired as a result of any Project, and compJy with federal transit 
laws, specificaUy 49 US.c. § 5323(b), which requires compliance with the Uniform 
Relocation Assistance and Real Property Acquisition Policies Act of 1970, as amended, 
42 US.c. § 460 I et seq., and US. DOT regulations, "Unifonn Relocation Assistance and 

'. Real Property Acquisition for Fede~al and Federally-Assisted Programs," 49 C.F.R. part 24. 

e. Covenant Against Discrimination. The Recipient agrees to include a covenant in the title of 
the real property acquired for use in any Project that assures nondiscrimination during the 
useful life of that real property. /" 

. f. Recording the Title to Real Property. The Recipient agrees to record the federal interest in 
the title to real property used in connection with any Project if FT A so requires. 

g. FTA Approval of Changes in Real Property Ownership. Uiiless it receives permission or 
instructions from FTA, the Recipient agrees that it will not dispose 0 f, modify the use of, or 
change the title to real property used in any Project., or any other interests in the site and 
facilities used in any Project. 

Section 23. Construction. 

a: Construction Plans and Specifications. The Recipient agrees to comply with all applicable 
statutes, regulations, and requirements, and follow FT A gLfidance in the development and 
implementation of construction plans and specifications, including drafting, review, and 
approval, for the Award. 

b. Seismic Safety. The Recipient agrees to comply with the Earthquake Hazards Reduction Act 
of 1977, as amended, 42 U.S.C. § 770 I et seq., and U.S. DOT regulations, "Seismic Safety," 

-' 49 C.F.R. part 41, specifically, 49 C.P.R. § 41.117. . " 
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c. Suoervision of Construction. The Recipient agrees to maintain competent and adequate 
engineering supervision at the construction site of any Project to ensure that the completed 
work conforms to the approved plans and specifications. 

d. Construction Reports. For any Project or related activities involving construction, the 
Recipient agrees to provide progress reports and other relevant information or data, as 
required by ITA or the state in which construction takes place. 

e. Major Capital Investment Projects. If the Recipient's Project involves a Major Federal 
Project, it agrees to comply with all applicable federal regulations, including FTA 
regulations, "Major Capital Investment Projects,"49 C.F.R. part 611, and "Project 
Management Oversight," 49 C.F.R. part 633, to the extent that they are consistent with 
applicable FT A enabling Legislation, and follow all applicable federal guidance. 

Section 24. Employee Protections. 

a. Awards Involving Construction. The Recipient agrees to comply and assures that each Third 
Party Participant will comply with all federal laws, regulations, and requirements providing 
protections for construction employees involved in each Project or related activities with 
federal assistance provided through the Underlyjng Agreement, including the: 
(\) Prevailing Wage Requirements of: 

(a) Federal transit laws, specifically 49 U.S.c. § 5333(a), (FTA's "Davis-Bacon 
Related Act"), 

(b) The Davis-Bacon Act, 40 US.c. §§ 314 L - 3144,3146, and 3147, and 
(c) US. DOL regulations, "Labor Standards Provisions Applicable to Contracts 

Covering Federally Financed and Assisted Construction (also Labor Standards 
Provisions Applicable to Nonconstruction Contracts Subject to the Contract Work 
Hours and Safety Standards Act)," 29 C.F.R. part 5. 

(2) Wage and Hour Requirements of: 
(a) Section 102 of the Contract Work Hours and Safety Standards Act, as amended, 

40 U.S.C. § 3702, and other relevant parts of that Act, 40 U.S.C. § 3701 et seq., an 
(b) US. DOL regulations, "Labor Standards Provisions Applicable to Contracts 

Covering Federally Financed and Assisted Construction (also Labor Standards 
Provisions Applicable to Nonconstruction Contracts Subject to the Contract Work 
Hours and Safety Standards Act)," 29 C.F.R. part 5. 

(3) "Anti-Kickback" Prohibitions of: 
(a) Section 1 of the Copeland "Anti-Kickback" Act, as amended, 18 US.C. § 874, 
(b) Section 2 of the Copeland "Anti-Kickback" Act, as amended, 40 U.S.c. § 3145, 

and 
(c) U.S. DOL regulations, "Contractors and Subcontractors on Public Building or 

Public Work Financed in Whole or in Part by Loans or Grants from the United 
States," 29 C.F.R. part 3. 

(4) Construction Site Safety of: 
(a) Section 107 of the Contract Work Hours and Safety Standards Act, as amended, 

40 US.C. § 3704, and other relevant parts of that Act, 40 US.c. § 3701 et seq., 
and 
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(b) U.S. DOL regulations, "Recording and Reporting Occupational Injuries and 
Illnesses," 29 C.F.R. part 1904; "Occupational Safety and Health Standards," 
29 C.F.R. part 1910; and "Safety and Health Regulations for Construction," 
29 C.F.R. part 1926. 

b. Awards Not Involving Construction. The Recipient agrees to comply and assures that each 
Third Party Participant will comply with a11 federal laws, regulations, and requirements 
providing wage and hour protections for Qonconstruction employees, including Section 102 
of the Contract Work Hours and Safety Standards Act, as amended, 40 U.S.C. § 3702, and 
other relevant parts of that Act, 40 U.S.C. § 3701 et seq., and U.S. DOL regulations, "Labor 
Standards Provisions Applicable to Contracts Covering Federally Financed and Assisted 
Construction (also Labor Standards Provisions Applicable to Nonconstruction Contracts 
Subject to the Contract Work Hours and Safety Standards Act)," 29 C.F.R. part 5. 

c. Awards Involving Corrunerce. The Recipient agrees to comply and assures that each Third 
Party Participant will comply with the Fair Labor Standards Act (FLSA), 29 U.S.C. § 20 I 
el seq. to the extent that the FLSA applies to employees performing work with federal 
assistance provided through the Underlying Agreement involving conunerce, and as the 
Federal Government otherwise determines applicable. 

d. Public Transportation Employee Protective Arrangements. As a condition of award of 
federal assistance appropriated or made available for FTA programs involving public 
transportation operations, the Recipient agrees to comply and assures that each Third Party 
Participant will comply with the following employee protective arrangements of 49 U.S.C. 
§ 5333(b); 
(1) U.S. DOL Certification. When its Award, the accompanying Underlying Agreement, or 

any Amendments thereto involve public transportation operations and are supported 
with federal assistance appropriated or made available for 49 U.S.C. §§ 5307 - 5312, 
5316,5318, 5323(a)(1), 5323(b), 5323(d), 5328, 5337, 5338(b), or 5339, or former 
49 U.S.C. §§ 5308,5309,5312, or other provisions of law as required by the Federal 
Government, U.S. DOL must provide a certification of employee protective 
arrangements before PTA may provide federal assistance for that Award. The 
Recipient agrees that the certification issued by U.S. DOL is a condition of the 
Underlying Agreement and that the Recipient must comply with its terms and 
conditions. 

(2) Special Warranty. When its Underlying Agreement involves public transportation 
operations and is supported with federal assistance appropriated or made available for 
49 U.S.c. § 5311, U.S. DOL will provide a Special Warranty for its Award, including 
its Award of federal assistance under the Tribal Transit Program. The Recipient agrees 
that its U.S. DOL Special Warranty is a condition ofthe Underlying Agreement and the 
Recipient must comply with its tenns and conditions, 

(3) Special Arrangements for Underlying Agreements for Federal Assistance Authorized 
under 49 U.S.C. § 5310. The Recipient agrees, and assures that any Third Party 
Participant providing public transportation operations will agree, that although pursuant 
to 49 U.S.C. § 5310, and fonner 49 U.S.c. §§ 5310 or 5317, FTA has determined that it 
was not "necessary or appropriate" to apply the conditions of 49 U.S.c. § 5333(b) to 
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any Subrecipient participating in the program to provide public transportation for 
seniors (elderly individuals) and individuals with disabilities, FTA reserves the right to 
make case-by-case detenninations of the applicability of 49 U.S.c. § 5333(b) for all 
transfers of funding authorized under title 23, United States Code (flex funds), and 
make other exceptions as it deems appropriate. 

Section 25. Early Systems Work Agreement. 

a. Statutory Requirements. If FT A enters into an Early System Work Agreement (ESW A) with 
the Recipient to advance the implementation of the Recipient's Capital Project, the Recipient 
agrees that provisions of 49 U.S.C. § 5309(k)(3) will apply to that ESWA, the Recipient, and 
FTA. 

b. ESWA Provisions. Except to the extent that the Federal Government detennines othetwise 
in writing, the Recipient understands and agrees that the following provisions apply to its 
ESWA, unless the ESWA contains specific requirements to the contrary: 
(J) Recipient Representations. In view of the standards and commitments imposed on the 

Recipient by 49 U.S.c. § 5309(k)(3), the Recipient has provided sufficient 
representations and information to FTA so that FTA has reason to believe the 
following: 
(a) FT A and the Recipient will enter into a Full Funding Grant Agreement for the 

Project, and 
(b) The terms of the ESWA will promote the ultimate completion of the Project more 

rapidly and at less cost 
(2) FTA Commitments. By entering into an ESW A with the Recipient, FTA has agreed to 

provide for reimbursement of the preliminary costs of carrying out the Project, 
including: 
(a) Land acquisition, 
(b) Timely procurement 0 f system elements for which the specifications are decided, 

and 
(c) Other activities that FT A decides are appropriate to make efficient, long-term 

Project management easier. 
(3) Time Period of the ESW A. FT A reserves the right to determine the period of time in 

which the ESW A will remain in effect, even if that period extends beyond the time of 
the authorization of federal funding that will support the Project costs covered by the 
ESWA. 

(4) Interest and Other Financing Costs. Interest and other financing costs of carrying out 
the ESW A efficiently and wi thin a reasonable time are eligible ESW A costs, provided 
that: 
(a) The interest and financing costs claimed do not exceed the cost of the most 

favorable financing terms reasonably available for the Project at the time of 
borrowing, 

(b) The Recipient has certified that it will show reasonable diligence in seeking the 
most favorable financing teans, and 

(c) The Recipient is able to show reasonable diligence in seeking the most favorable 
financing terms to support this ESWA. 
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(5) Contingent Commitment. In providing funding for the ESWA: 
(a) In its discreti.on, FTA may include a commitment, contingent on amounts made 

available under a later-enacted law, to obligate an additional amount from future 
available budget authority to support the costs of the Recipient's ESWA, and 

(b) If PTA does make a commitment to provide funding contingent on future amounts 
to be specified in law, that commitment is not an obligation of the Federal 
Government. 

(6) Failure to Carry Out the Project. If, for reasons within its control, the Recipient does 
not carry out the Project for which its ESW A was made available by FTA, the Recipient 
must: 
(a) Repay all Federal Grant funds awarded under the ESW A from all Federal funding 

sources for a1\ Project activities, facilities, and equipment, and 
(b) Pay reasonable interest and penalty charges: 

1 As established by FTA before or after FT A provided funding for the ESW A, or 
£. Allowable under law. 

Section 26. Environmental Protections. 

a. General. The Recipient agrees to, and assures that its Third Party Participants will, comply 
with all applicable environmental and resource use laws, regulations, and requirements, and 
follow applicable guidance, now in effect or that may become effective in the future, 
including state and local laws, ordinances, regulations, and requirements and follow 
applicable guidance. 

b. National Environmental Policy Act. An Award of federal assistance requires the full 
compliance with applicable environmental laws, regulations, and requirements. Accordingly, 
the Recipient agrees to, and assures that its Third party Participants will: 
(1) Comply and facilitate compliance with federal laws, regulations, and requirements, 

including, but not limited to: 
(a) Federal transit laws, such as 49 U.S.C. § 5323(c)(2), and 23 U.S.C. § 139, 
(b) The National Environmental Policy Act of 1969 (NEPA), as amended, 42 U.S.C. 

§§ 4321 et seq., as limited by 42 U.S.c. § 5159, and CEQ's implementing 
regulations 40 C.F.R. part 1500 - 1508, 

(c) Joint FHW A and FTA regulations, "Environmental Impact and Related 
Procedures," 23 C.F.R. part 771 and 49 C.F.R. part 622, 

(d) Executive Order No. 11514, as amended, "Protection and Enhancement of 
Environmental Quality," March 5, 1970,42 U.S.C. § 4321 nqte, anq 

(e) Other federal environmental protection laws, regulations, and requirements 
applicable to the Recipient or the Award, the accompanying Underlying 
Agreement, and any Amendments thereto. 

(2) Follow the federal guidance identified herein to the extent that the guidance is 
consistent with, applicable authorizing legislation: 
(a) Joint FHW A and FTA final guidance, "Interim Guidance on MAP-21 

Section 1319, Accelerated Decisionmaking in Environmental Reviews," 
January 14,2013, 
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(b) Joint FHWA and FTA final guidance, "SAFETEA-LU Environmental Review 
Process (Pub. L. 1 09~59)," 71 Fed. Reg. 66576, November 15,2006, and 

(c) Other federal environmental guidance applicable to the Recipient or the Award, 
the accompanying Underlying Agreement, and any Amendments thereto. 

c. Environmental Justice. The Recipient agrees to, and assures that its Third Party Participants 
will, promote environmental justice by following: 
(1) Executive Order No. 12898, "Federal Actions to Address Environmental Justice in 

Minority Populations and Low-Income Populations," February 11, 1994, 42 U.S.c. 
§ 4321 note, as well as facilitating compliance with that Executive Order, 

(2) U.S. DOT Order 5610.2, "Department of Transportation Actions To Address 
Environmental Justice in Minority Populations and Low-Income Populations," 
62 Fed. Reg. 18377, April 15, 1997, and 

(3) The most recent edition ofFT A Circular 4703. 1, "Environmental Justice Policy 
Guidance for Federal Transit Administration Recipients ," August 15, 2012, to the extent 
consistent with applicable federal laws , regulations, requirements, and guidance. 

d. Other Environmental Federal Laws. The Recipient agrees to comply or facilitate compliance 
and assures that its Third Party Pa.r:ticipants will comply or facilitate compliance with all 
applicable federal laws, regulations, and requirements, and will follow applicable guidance, 
including, but not limited to, the Clean Air Act, Clean Water Act, Wild and Scenic Rivers 
Act of 1968, Coastal Zone Management Act of 1972, the E'ndangered Species Act of 1973, 
Magnuson Stevens Fishery Conservation and Management Act, Resource Conservation and 
Recovery Act, Comprehensive Environmental Response, Compensation, and Liability Act, 
Executive Order No. 11990 relating to "Protection of Wetlands," and Executive Order 
Nos. 11988 and 1 ~690 relating to "Floodplain Management." 

e. Corridor Preservation. The Recipient agrees that : 
(1) It will not develop any right-of-way acquired under 49 U.S.c. § 5323(q) in anticipation 

of implementing its Award until all required environmental reviews for each Project or 
related activities have been completed, and 

(2) It will follow FTA Final Guidance on the Application of 49 US.C § 5323(q) to 
Corridor Preservation for a Transit Project, October 17, 2014. 

f. Use of Certain Public Lands. The Recipient agrees to comply and assures that its Third Party 
Participants will comply with US. DOT laws, specifically 49 US.c. § 303 (often referred to 
as "section 4(f), and joint FHWA and FT A regulations, "Parks, Recreation Areas, Wildlife 
and Waterfowl Refuges, and Historic Sites," 23 C.F.R. part 774, and referenced in 49 C.F.R. 
part 622. 

g. Historic Preservation. The Recipient agrees to, and assures that its Th.ird Party Participants 
will : 
(1) Comply with U.S . DOT laws, in.e1uding 49 U.S .c. § 303 (often referred to as 

"section 4(f)"), which requires certain findings be made before an Award may be 
undertaken if it involves the use of any land from a historic site that is on or eligible for 
inclusion on the National Register of Historic Places. 

61 
ITA Master Agreement MA(2J), 10-1-2016 

167

**DRAFT**v2



(2) Encourage compliance with the federal historic and archaeological preservation 
requirements of section 106 of the National Historic Preservation Act, as amended, 
54 U.S.C. § 306108. 

(3) Comply with the Archeological and Historic Preservation Act of 1974, as amended, 
54 U.S.c. § 312501 et seq. 

(4) Comply with U.S. Advisory Council on Historic Preservation regulations, "Protection 
of Historic Properties," 36 C.F.R. part 800. . 

(5) Comply with federal requirements and follow federal guidance to avoid or mitigate 
adverse effects on historic properties. 

h. Indian Sacred Sites. The Recipient agrees to, and assures that its Third Party Participants 
will facilitate compliance with federal efforts to promote the preservation of places and 
objects of religious importance to American Indians, Eskimos, Aleuts, and Native Hawaiians, 
and facilitate compliance with the American Indian Religious Freedom Act, 42 U.S.c. 
§ 1996, and Executive Order No. 13007, "Indian Sacred Sites," May 24, 1996,42 U.S.C. 
§ 3161 note. 

1. Mitigation of Adverse Environmental Effects. 
(1) The Recipient agrees that it will comply with all environmental mitigation measures 

that may be identified as conditions that the Federal Government might impose in 
finding of no significant impact or record of decision or commitments in the 
environmental documents that apply to the Award, such as environmental assessments, 
environmental impact statements, categorical exclusions, memoranda of agreement, 
documents required under 49 U.S.c. § 303, and other environmental documents. 

(2) The Recipient agrees that: 
(a) Any mitigation measures agreed on will be incorporated by reference and made 

part of the Underlying Agreement and any Amendments thereto, 
(b) Any deferred mitigation measures will be incorporated by reference and made part 

of the Underlying Agreement and any Amendments thereto as soon as agreement 
with the Federal Government is reached, and 

(c) Any mitigation measures agreed on will not be modified or withdrawn without the 
written approval of the Federal Government. ~ 

j. Energy Conservation. The Recipient agrees to, and assures that its Subrecipients, if any, will 
comply with the mandatory energy standards and policies of its state energy conservation 
plans under the Energy Policy and Conservation Act, as amended, 42 U.S.c. § 6321 et seq., 
and perform an energy assessment for any building constructed, reconstructed, or modified 
with federal assistance required under FTA regulations, "Requirements for Energy 
Assessments," 49 C.F.R. part 622, subpart C. 

Section 27. State Management and Monitoring Systems. 

The Recipient agrees to comply with joint FHW A and FT A regulations, "Management and 
Monitoring Systems," 23 C.F.R. part 500, and FTA regulations, ''Transportation Infrastructure 
Management," 49 C.F.R. part 614. 
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Section 28. Charter Service. 

a. Prohibitions. The Recipient agrees that neither it nor any Third party Participant involved in 
the Award will engage in charter service, except as permitted under federal transit laws, 
specifically 49 U.S.C. § 5323(d), (g), and (r), FTA regulations, "Charter Service," 49 C.F.R. 
part 604, any other Federal Charter Service regulations, federal requirements, or federal 
guidance. 

b. Exceptions. Apart from exceptions to the Charter Service restrictions in FTA's Charter 
Service regulations, FTA has established the following additional exceptions to those 
restri ctions: 
(1) FTA's Charter Service restrictions do not apply to equipment or facilities supported 

with federal assistance appropriated or made available for 49 V.S.c. § 5307 to support a 
"- Job Access and Reverse Commute (JARC)-type Project or related activities that would 

have been eligible for assistance under repealed 49 US.c. § 5316 in effect in Fiscal 
Year 2012 or a previous fiscal year, provided that the Recipient uses that federal 
assistance for FT A program purposes only, and 

(2) FT A's Charter Service restrictions do not apply to equipment or facilities supported 
with the federal assistance appropriated or made available for 49 US.C. § 5310 to 
support a New Freedom-type Project or related activities that would have been eUgible 
for federal assistance under repealed 49 U.S.c. § 5317 in effect in Fiscal Year 2012 or a 
previous fiscal year, provided the Recipient uses that federal assistance for program 
purposes only. 

c. Violations. Ifit or any Third Party Participant engages in a pattern of violations ofFTA's 
Charter Service regulations, FT A may require corrective measures and remedies, including 
withholding an amount of federal assistance as provided in FT A's Charter Service 
regulations, 49 C.F.R. part 604, appendix D, or barring it or the Third Party Participant from 
receiving federal assistance provided in 49 U.S.c. chapter 53,23 V.S.c. § l33, or 23 U.S.c. 
§ 142. 

Section 29. School Bus Operations. 

a. Prohibitions. The Recipient agrees that neither it nor any Third Party Participant that is 
participating in its Award will engage in school bus operations exclusively for the 
transportation of s.tudents or school personnel in competition with private school bus 
operators, except as permitted by federal transit law~, 49 US.c. § 5323(f) or (g), FT A 
regulations, "School Bus Operations," 49 C.F.R. part 605, an~ any other applicable federal 
"School Bus Operations" laws, regulations, federal requirements, or applicable federal 
guidance. 

b. Violations. If a Recipient or any Third Party Participant has operated school bus service in 
violation ofFTA's School Bus laws, regulations, or requirements, FTA may require the 
Recipient or Third Party Participant to take such remedial measures as FT A considers 
appropriate, or bar the Recipient or Third Party Participant from receiving federal transit 
assistance. 
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Section 30. Geographic Information and Related Spatial Data. 

The Recipient agrees that each Project or related activity that implements the Award will 
conform to the Federal Geographic Data Committee's National Spatial Data Infrastructure if the 
Project or related activity directly or indirectly involves spatial data, or geographic information 
systems, and it will foLLow U.S. OMB Circular A~16, "Coordination of Geographic Information 
and Related Spatial Data Activities," August 19, 2002, and U.S. OMB Circular A~16 
Supplemental Guidance, "Geospatial Line of Business," November 10,2010. 

Section 31. Federal "$1 Coin" Requirements. 

The Recipient agrees that it will comply with section 104 of the Presidential $1 Coin Act of 
2005, 31 U.S.c. § 5112(P), its equipment and facilities will be fully capable of accepting and 
dispensing $1 coins when coins or currency are required to use that equipment or those facilities, 
and it will display signs and notices of the $1 coin capability of its equipment and facilities on its 
premises, incl~ding vending machines, where coins or currency are used. 

Section 32. Public Transportation Safety. 

a. Public Transportation Agency Safety Program. In accordan~e with 49 U.S.c. § 5329, the 
Recipient agrees to comply with applicable laws, regulations, and requirements and follow 
applicable guidance that implement the Public Transportation Safety Program provisions of 
49 V.S.c. § 5329(b) through (d), except as FT A determines otherwise in writing. 

b. State Safety Oversight of Rail Fixed Guideway Public Transportation Systems. The 
Recipient agrees as follows: 
(1) Laws. It will comply with section 20030(e) ofMAP~21, which amended 49 U.S.C. 

§ 5329(e) to require states to revise their State Safety Oversight programs to comply 
with the new MAP~21 requirements. 

(2) Regulations. Although FTA published FTA regulations, "State Safety Oversight," 
49 C.F.R. part 674, effective April 15,2016, Congress provided states with up to three 
years following April 15, 2016 to come into full compliance following publication of 
those regulations. The Recipient agrees that depending on how far it has progressed in 
developing a State Safety Oversight program that is fully compliant with FTA 
regulations, "State Safety Oversight," 49 C.F.R. part 674, the following FT A 
regulations will apply: 
(a) States With a Fully Compliant Program-:- The Recipient agrees that FTA 

regulations, "State Safety Oversight," 49 C.P.R. part 674, will apply when its State 
Safety Oversight program is fully compliant with FTA's requirements. 

(b) States Without a Fully Compliant Program. The Recipient agrees that FTA 
regulations, ''Rail Fixed Guideway Systems; State Safety Oversight," 49 C.F.R. 
part 659, will continue to apply to those states that have not yet implemented a 
Public Transportation Safety Program that is fully compliant with FT A's 
requirements. 
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Section 33. Motor Carrier Safety. 

a. Financial Responsibility. The Recipient agrees to comply and assures that its Third Party 
Participants will comply with the economic and insurance registration requirements of the: 
(1) U.S. Federal Motor Carrier Safety Administration (U.S. FMCSA) regulations, 

"Minimum Levels of Financial Responsibility for Motor Carriers," 49 CF.R. part 387, 
ifit is engaged in operations requiring compliance with 49 C.F.R. part 387, it is 
engaged in interstate commerce, and it is not within a defined commercial zone, and 

(2) The provisions of49 U.S.c. § 31 138(e)(4), which supersede inconsistent provisions of 
49 C.F.R. part 387, and also reduce the amount of insurance the Recipient must obtain 
to the highest amount required by any state in which the public transportation provider 
operates, if it operates within a public transportation service area located in more than 
one state, and receives federal assistance under 49 U.S.c. §§ 5307,5310, and 5311. 

b. U.S. FMCSA Requirements. The Recipient agrees to comply and assures that its Third Party 
Participants will comply with: 
(1) The safety requirements of U.S. FMCSA regulations, "Federal Motor Carrier Safety 

Regulations," 49 C.F.R. parts 390 - 397, to the extent applicable; and 
(2) The driver's license requirements of U.S. FMCSA regulations, "Commercial Driver's 

License Standards, Requirements, and Penalties," 49 C.F.R. part 383, and "State 
Compliance with Commercial Driver's License," 49 C.F .R. part 384, to the extent 
applicable, with the substance abuse requirements and guidance of US. FMCSA's 
regulations, "Drug and Alcohol Use and Testing Requirements," 49 C.F.R. part 382, 
and implementing federal guidance, to the extent applicable. 

Section 34. Safe Operation of Motor Vehicles. 

a. Seat Belt Use. The Recipient agrees to implement Executive Order No. 13043, "Increasing 
Seat Belt Use in the United States," April 16, 1997, 23 US.c. § 402 note, by: 
(1) Adopting and promoting on-the-job seat belt use pOlicies and programs for its 

employees and other personnel that operate company-owned vehicles, company-rented 
vehicles, or personally operated vehicles, and 

(2) Including a "Seat Belt Use" provision in each third party agreement related to the 
Award. 

b. Distracted Driving. Including Text Messaging While Driving. The Recipient agrees to 
comply with: 
(1) Executive Order No. 13513, "Federal Leadership on Reducing Text Messaging While 

Driving," October 1,2009,23 U.S.c. § 402 note, 
(2) US. DOT Order 3902.10, "Text Messaging While Driving," December 30,2009, 
(3) The following U.S. DOT Special Provision pertaining to Distracted Driving: 

(a) Safety. The Recipient agrees to adopt and enforce workplace safety policies to 
decrease crashes caused by distracted drivers, including policies to ban text 
messaging while using an electronic device supplied by an employer, and driving a 
vehicle the driver owns or rents, a vehicle Recipient owns, leases, Or rents, or a 
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privately-owned vehicle when on official business in connection with the Award, 
or when performing any work for or on behalf of the Award, 

(b) Recipient Size. The Recipient agrees to conduct workplace safety initiatives in a 
manner commensurate with its size, such as establishing new rules and programs 
to prohibit text messaging while driving, re-evaluating the existing programs to 
prohibit text messaging while driving, and providing education, awareness, and 
other outreach to employees about the safety risks associated with texting while 
driving, and 

(c) Extension of Provision. The Recipient agrees to include the preceding Special 
Provision of section 34.b(3)(a) - (b) of this Master Agreement in its third party 
agreements, and encourage its Third Party Participants to comply with this Special 
Provision, and include this Special Provision in each third party subagreement at 
each tier supported with federal assistance. 

Section 35. Substance Abuse. 

a. Drug-Free Workplace. The Recipient agrees to: 
(1) Comply with the Drug-Free Workplace Act of 1988, as amended, 41 U.S.C. § 8103 

et seq., 
(2) Comply with U.S. DOT regulations, "Govemmentwide Requirements for Drug-Free 

Workplace (Financial Assistance)," 49 C.F.R. part 32, and 
(3) Follow and facilitate compliance with U.S. OMB regulatory guidance, 

"Govemmentwide Requirements for Drug-Free Workplace (Financial Assistance)," 
2 C.F.R. part 182, particularly where the U.S. OMB regulatory guidance supersedes 
comparable provisions of 49 C.F.R. part 32. 

b. Alcohol Misuse and Prohibited Drug Use. 
(1) Requirements. The Recipient agrees to comply and assures that its Third Party 

Participants will comply with: 
(a) Federal transit Jaws, specifically 49 U.S.c. § 5331, 
(b) FTA regulations, "Prevention of Alcohol Misuse and Prohibited Drug Use in 

Transit. Operations," 49 C.F.R. part 655, and 
(c) Applicable provisions of U.S. DOT regulations, "Procedures for Transportation 

Workplace Drug and Alcohol Testing Programs," 49 C.F.R. part 40. 
(2) Remedies for Non-Compliance. The Recipient agrees that if FTA determines that the 

Recipient or a Third Party Participant receiving federal assistance under 49 U.S.c. 
chapter 53 is not in compliance with 49 C.F.R. part 655, the Federal Transit 
Administrator may bar that Recipient or Third Party Participant from receiving all or a 
portion of the federal transit assistance for public transportation it would otherwise 
receive. 

Section 36. Protection of Sensitive Security aod Other Sensitive Information. 

a. The Recipient agrees to comply with the following requirements for the protection of 
sensitive security information: 
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(1) The Homeland Security Act, as amended, specifically 49 U.S.C. § 40 l19(b), and 
U.S. DOT regulations, "Protection of Sensitive Security Information," 49 C.F.R. 
part 15, 

(2) The Aviation and Transportation Security Act, as amended, 49 U.S.C. § ll4(r), and 
U.S. Department of Homeland Security, Transportation Security Administration 
regulations, "Protection of Sensitive Security Information," 49 C.F.R. part 1520, and 

(3) U.S. DOT Common Rules, which require the Recipient to implement, and to require its 
Subrecipients, if any, to implement, reasonable measures to safeguard protected 
personally identifiable information as well as aoy information that the FT A or pass
through entity designates as sensitive. 

Section 37. Special Notification Requirements for States. 

a. Types of Information. To the extent required under federal law, the State, as the Recipient, 
agrees to provide the following information about federal assistance awarded for its State 
Program, Project, or related activities: 
(1) The Identification of FTA as the federal agency providing the federal assistance for a 

State Program or Project, 
(2) The Catalog of Federal Domestic Assistance Number of the program from which the 

federal assistance for a State Program or Project is authorized, and 
(3) The amount of federal assistance FT A has provided for a State Program or Project. 

b. Documents. The State agrees to provide the information required under this provision in the 
following documents: (1) applications for federal assistance, (2) requests for proposals, or 
solicitations, (3) forms, (4) notifications, (5) press releases, and (6) other publications. 

Section 38. Freedom of Information. 

a. Applicability. The Recipient agrees that the Freedom of Information Act (FOIA), 5 U.S.c. 
§ 552, as amended, applies to most information submitted to FTA and U.S. DOT, whether 
electronically or in typewritten hard copy. 

b. Records. The Recipient agrees that all applications and materials it submits to FTA that are 
related to its Award have or will become federal agen~y records, and are or will be subject to 
FOIA and to public release through individual FOIA requests, unless FTA determines that a 
valid exemption under FOIA or another statute applies. 

c. Confidentiality. President Obama's "Memorandum for the Heads of Executive Departments 
and Agencies on the Freedom of Information Act," dated January 21, 2009, directs federal 
agencies to adopt a presumption that information should generally be disclosed when 
requested, and therefore the Recipient agrees that: . 
(1) _ Unless a federal law or regulation requires that a document or other information be 

withheld, FT A does not consent to withhold information, irrespective of its format, 
merely because it is accompanied by a "routine" confidentiality statement that may 
appear on: 
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(a) Information about the Award, the accompanying Underlying Agreement, and any 
Amendments thereto, . 

(b) Information accompanying or supplementing the Award, the accompanying 
Underlying Agreement, and any Amendments thereto, or 

(c) Any other information FT A may obtain. 
(2) As provided in federal laws, regulations, requirements, and guidance, FT A will review 

the information and docwnents that are the subject of each FOIA request to determine 
the extent to which IT A must or should exercise its discretion to withhold that . 
information or those documents . 

(3) Any genuinely confidential or privileged information should be marked clearly and 
specifically, and justified as confidential or privileged under FOIA standards. 

Section 39. Disp'utes, Breaches, Defaults, or Other Litigation. 

a. ITA Interest. ITA has a vested interest in the settlement of any violation of federal law, 
regulation, or disagreement involving the Award, the accompanying Underlying Agreement, 
and any Amendments thereto including, but not limited to, a default, breach, major dispute, 
or litigation, and FT A reserves the right to concur in any settlement or compromise. 

r 

b. Notification to FT A. If a current or prospective legal matter that may affect the Federal 
Government emerges, the Recipient must promptly notify the FT A Chief Counsel, or Ff A 
Regional Counsel for the Region in which the Recipient is located. 
(I) 

(2) 

(3) 

The types of legal matters that require notification include, but are not limited to, a 
major dispute, breach, default, litigation, or naming the Federal Government as a party 
to litigation or a legal disagreement in any forum for any reason. 
Matters that may affect the Federal Government include, but are not limited to, the 
Federal Government's interests in the Award, the accompanying Underlying 
Agreement, and any Amendments thereto, or the Federal Goverrunent's administration 
or enforcement of federal laws, regulations, and requirements. 
If the Recipient has credible evidence that a Principal, Official, Employee, Agent, or 
'Third Party Participant of the Recipient, or other person has submitted a false claim 
under the False Claims Act, 31 U.S .c. § 3729 el seq., or has committed a criminal or 
civil violation of law pertaining to such matters as fraud, confl ict of interest, bribery, 
gratuity, or similar misconduct involving federal assistance, the Recipient must 
promptly notify the U.S. DOT lnspectorGeneral, in addition to the FT A Chief Counsel 
or Regional Counsel for the Region in which the Recipient is located. 

c. Federallnterest in Recovery. The Federal Government retains the right to a proportionate 
share of any proceeds recovered from any third party, based on the percentage of the federal 
share for the Underlying Agreemen-t. Notwithstanding the preceding sentence, the Recipient 
may return all liquidated damages it receives to its Award Budget for its Underlying 
Agreement rather than return the federal share of those liquidated damages to the Federal 
Govenunent, provided that the Recipient receives FT A's prior written concurrence. 

d . Enforcement. The Recipient must pursue its legal rights and remedies available under any 
third party agreement, or any federal, state, or local law or regulation. 
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Section 40. Amendments to the Underlying Agreement. 

a. When Required. An Amendment to the Underlying Agreement is required under the 
following circumstances: 
(l) A change in the scope of work or addition of federal assistance to an existing Award 

(regardless ofwhetherthe source of assistance is the same or different); 
(2) Changes to the scope of work that necessi tate a change in the distribution of federal 

assistance across scope codes or activities; or 
(3) The Award includes multiple sources of financial assistance and the action requires the 

addition of a new Scope to a Project. 
b. Process. An amendment to the Underlying Agreement must be submitted through and 

approved in FTA's Electronic Award Management System, and must meet the same 
application requirements as a request for a new Award. 

Section 41. FTA's Electronic Award Ma'nagcment System. 

The Recipient agrees that it will submit its application for an Award, reports, documents, or other 
required information through·FTA's electronic award management system, also known as 
TrAMS. To submit information, reports, and documents to FTA, any signature submitted in 
TrAMS must comply with the Electronic Signatures in Global and National Commerce Act (E
Sign Act), Public Law No. 106-229, June 30, 2000, 15 U.S.c. §§ 7001 'et seq. 

Section 42. Information Obtained through Internet Links. 

Although this Master Agreement may include electronic links to federal laws, regulations, 
requirements, and guidance, FT A does not guarantee the accuracy of information accessed 
through such links. Accordingly, the Recipient understands and agrees that any information 
obtained through any electronic link within this Master Agreement does not represent an official 
version of a federal law, regulation, or requirement, and might be inaccurate. Thus, information 
obtained through such links is neither incorporated by reference nor made part of this Master 
Agreement. The Federal Register and the Code of Federal Regulations are the official sources 
for regulatory information pertaining to the Federal Government. 

Section 43. Severability. 

The Recipient agrees that ifany provision of the Underly1ng Agreement or any Amendments 
thereto is determined invalid, then the remaining provisions thereof that conform to federal laws, 
regulations, requirements, and guidance will continue in effect 

SPECIAL PROVISIONS FOR SPECIFIC PROGRAMS 

Section 44. Special Provisions for All Public Transportation Innovation, Technical 
Assistance or Workforce Development Programs. 
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a. Applicability. The Recipient understands and agrees that this section applies to the following 
programs to which FTA provides federal assistance, including the following programs: 
(I) Programs authorized under 49 U.S.c. § 5312, irrespective of the fiscal year for which 

the appropriations that supported the Underlying Agreement were authorized, 
(2) Programs authorized under fonner49 U.S.c. § 5313, irrespective of the fiscal year for 

which the appropriations that supported the Underlying Agreement were authorized, 
(3) Programs authorized under 49 U.S .c. § 5314, irrespective of the fiscal year for which 

the appropriations that supported the Underlying Agreement were authorized, 
(4) Programs authorized by the repealed section 3045 of SAFETEA-LU, 
(5) Programs authorized under repealed section 3046 ofSAFETEA-LU, and 
(6) Other similar Programs for which FT A awards federal assistance under 49 U.S. C. 

§ § 5312 or 5314, as amended by the FAST Act, or other authorizing legislation. 

b. Provisions for Underlyjng Agreements for Public Transportation Innovation or Technical 
Assistance and Workforce Development Awards . The Recipient agrees that the following 
provisions will apply to the Underlying Agreement for a Public Transportation Innovation or 
Technical Assistance and Workforce Development Project or related activities: 
(I) Report. The Recipient agrees that in addition to any other Report FT A may require, the 

Recipient will prepare and submit to FTA a Report of each Project and related activities 
that describes the subject (or subjects) .investigated, the methods used, the results, and 
the conclusions reached, is satisfactory, sufficiently organized, well-written. and 
comprehensive. 

(2) Disclaimer. The Report must contain the following disclaimer: 

This document is disseminated under the sponsorship of the United 
States Department of Transportation, Federal Transit 
Administration, in the interest of information exchange. The United 
States government assumes no liability for the contents or use 
thereof 

The United States government does not endorse products or 
manufacturers. Trade or manufacturers' names appear herein 
solely because they are considered essential to the contents of the 
report. 

(3) Fonnat. The Report must comply with the accessibility requirements of Section 508 of 
the Rehabilitation Act of 1973, as amended. 29 V.S .c. § 794d, and U.S. ATBCB 
regulations, ''Electronic and Information Technology Accessibility Standards," 
36 C.F.R. part 1194, and the specific publication elements and report style guide at 
http://www.fta.dot.gov/research/program requirements. The Report must identify 
clearly and precisely any specific information or data that is confidential, privileged, or 
proprietary that is contained within any report or document. 

(4) Publication. Except for confidential, privileged, or proprietary infO{Tllation in the 
Report, FTA may publish the Report, and make it available for publication on the 
Internet or in any other venue. 

(5) Identification of Federal Assistance. The Recipient agrees that: 
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) 

(a) It will display notice on any product developed with federal assistance for 
49 U.S.c. § 5312 that the U.S. Department of Transportation, Federal Transit 
Administration provided federal assistance to support the development of the . 
product that is tangible and is produced from, or is a result of, a Project, is a 
deliverable, and visible to the public, or is or will be made available to other 
research organizations, or public transportation providers, and consists of 
equipment, a prototype, hardware, construction, reports, data, software, internet 
pages, or any similar item. 

(b) The notice will be given using an appropriate sign, designatiop, or notice. 

c. Special Disposition Provision. In addition to other disposition provisions, FT A may vest title 
in tangible personal property used in the conduct of basic or applied scientific research in a 
nonprofit institution of higher education or in a nonprofit organization whose primary 
purpose is conducting scientific research, provided the requirements of 31 U .S.c. § 6306 are 
met. 

d. Protection of Human Subjects. The Recipient agrees to comply with protections for human 
subjects involved in a Project or related activities supported through the Underlying 
Agreement as required by the National Research Act, as amended, 42 U.S.c. § 289 et seq., 
and U.S. DOT regulations, "Protection of Human Subjects," 49 C.F.R. part 11. 

e. Protection of Animals. The Recipient agrees to comply with the protections for animals 
involved 'in a Project or related activities, as required by the Animal Welfare Act, as 
amended, 7 U.S.c. § 2131 et seq., and U.S. Department of Agriculture regulations, "Animal 
Welfare," 9 C.F.R. parts 1,2, 3, and 4. 

f. Export Control. The Recipient understands and agrees that before exporting any information 
that is subject to federal export requirements, it m_ust first obtain the necessary federal 
licensees), and comply with the federal export control regulations of the U.S. Department of 
Commerce, Bureau of Industry and Security, "Export Administration Regulations," 
specifica1Jy, 15 C.F.R. parts 730 et seq., U.S. Department of State, U.S. Department of the 
Treasury, and U.S. Department of Defense. 

Section 45. Special Provisions for the State Safety Oversight Grant Program. 

a. Applicability. The Recipient agrees that this section applies to any State Safety Oversight 
OTant Program Award, the accompanying Underlying Agreement, and any Amendments 
thereto, supported with federal assistance for 49 U.S.c. § 5329(e)(6). 

b. Federal Laws. Regulations, Requirements. and Guidance. In administering any State Safety 
Oversight OTant Program Award under 49 U.S.c. § 5329(e)(6), as amended by the FAST 
Act, the Recipient agrees to comply with the following: 
(I) 49 U.S.C. § 5329(e)(6), as amended by the FAST Act, 
(2) 49 U.S.C. § 5330, which is repealed three (3) years after the effective date of the final 

FTA State Safety Oversight regulations required under 49 U.S.C. § 5329(e), as 
amended by the FAST Act and section 20021 (b) of MAP-21 , 
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(3) 49 C.F.R. part 659, until those regulations are repealed or superseded by regulations 
that FTA promulgates in the future that implement 49 U.S.C. § 5329(e) as amended by 
the FAST Act, 

(4) Other applicable federal laws, regulations, and requirements, and the Underlying 
Agreement and any Amendments thereto, and all other applicable provisions of this 
Master Agreement, and 

(5) Applicable federal guidance, including the most recent FT A Notice of Availability for 
federal assistance made available for the State Safety Oversight Grant Program 
authorized by MAP-21, to the extent that its provisions are consistent with applicable 
requirements of 49 U.S.C. chapter 53, and other applicable federal laws, regulations, 
requirements, and guidance. 

c. Other Special Provisions for State Safety Oversight Grant Program. The Recipient agrees 
that federal assistance for the State Safety Oversight Grant Program will be used to develop 
or carry out its State Safety Oversight Grant Program for purposes of coming into 
compliance with 49 U.S.c. §§ 5329(e)(3) and 5329(e)(4), including the establishment of a 
State Safety Oversight Agency (SSOA) that: 
(I) Has an appropriate staffing level that is commensurate with the number, size, and 

complexity of the rai I fixed guideway public transportation systems that the Recipient 
oversees, 

(2) Requires its employees and other designated personnel of the SSOA who are 
responsible for rail fixed guideway public transportation safety oversight to be qualified 
to perform such functions through appropriate training, including successful completion 
of the public transportation safety certification training program when established under 
49 U.S.c. § 5329(c), and 

(3) Is prohibited from receiving federal assistance from any public transportation agency 
that the SSOA oversees pursuant to 49 U.S.C. § 5329(e)(4). 

Section 46. Special Provisions for the State Infrastructure Bank (SIB) Program. 

a. Federal Laws, Regulations. Requirements, and Guidance. The State. as the Recipient, agrees 
to administer its Underlying Agreement to support its sm consistent with federal laws, 
regulations, requirements, and guidance, including, but not limited to: 
(1) Title 23, U.S.C. (Highways), specifically 23 U.S.c. § 610, to the extent required under 

the FAST Act, and other applicable federal legislation, 
(2) Federal transit laws, specifically 49 U.S.C. § 5323(0), which requires compliance with 

49 U.S.c. §§ 5307,5309, and 5337 for Underlying Agreements to which MAP-21 and 
the FAST Act apply, 

(3) Section 350 of the National Highway System Designation Act of 1995, as amended, 
(NBS Act), 23 U.S.c. § 101 [Jote, to the extent this section has not been superseded by 
23 U.S.c. § 610, 

(4) Any federal law enacted or federal regulation or requirements promulgated at a later 
date applicable to the Underlying Agreement, 

(5) All other applicable federal guidance that may be issued, 
(6) The terms and conditions of any U.S. DOL certification(s) of employee protective 

arrangements, 
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(7) The SIB Cooperative Agreement establishing the 'SIB in the state, signed by the 
Executive pirector of the Build America Bureau, the Federal Transit Administrator, 
authorized state official(s) or their authorized designees, and if applicable, the 
administrator (or designee) for any other federal modal agency that the State wishes to 
include in its SIB, and 

(8) The FTA Grant Agreement providing federal assistance for the Underlying Agreement 
in support of its SIB, except that any provision of this Master Agreement that would 
otherwise apply to a sm Project does not apply to the Underlying Agreement ifit 
conflicts with any other federal law or regulation applicable to a SIB, federal SIB 
Guidelines, the SIB Cooperative Agreement, or the Underlying Agreement, or the 
Underlying Agreement, but the conflicting provision ofthis Master Agreement will 
prevail, however, if IT A expressly determines so in writing. 

b. Limitations on Accessing Federal Assistance in the Transit Account. The Recipient 
understands that the total amount of federal assistance awarded under the Grant Agreement 
to be supported with SIB deposits may not be available for immediate withdrawal. The State 
and the Recipient agree to restrict the amount of federal assistance it withdraws from its SIB 
to an amount not exceeding the limits specified in its Grant Agreement in support of the SIB 
or the Award Budget for that Grant Agreement. 

Section 47. Special Provisions for the TIFIA Program. 

a. Federal Laws. Regulations, Requirements. and Guidance. The Recipient agrees to administer 
any Underlying Agreement financed with federal credit assistance authorized by the 
Transportation Infrastructure Finance and Innovation Act (TIFIA), as amended, as required 
under: 
(1) Title 23, U.S .C. (Highways), specifically 23 U.S.C. §§ 601- 609, to the extent required 

under the FAST Act, and other applicable federal legislation, 
(2) Federal transit laws, more specifically 49 US.c. § 5323(0), which requires compliance 

with 49 US.C. §§ 5307,5309, and 5337 for any Underlying Agreement to which 
49 U.S.C. chapter 53 apply, 

(3) Section 350 of the National Highway System Designation Act of 1995, as amended, 
(4) J oint US. DOT and FT A regulations, "Credit Assistance for Surface Transportation 

Projects," 49 C .F.R. parts 80 and 640 that have not been superseded by the FAST Act, 
or any other statute in effect and that applies to the matter at issue, and 

(5) Any federal statute signed into laws and regulations promulgated at a later date that 
would affect the Underlying Agreement. 

b . Default. The Recipient agrees that FTA may declare the Recipient in violation of the Master 
Agreement if it has defaulted on a TIFIA Loan, Loan Guarantee, Line of Credit, or Master 
Credit Agreement, and that default has not been cured within 90 days. 

c. Order of Precedence. Any provision of this Master Agreement that is applicable to the 
Recipient's Underlying Agreement for TIFIA assistance and Recipient, but that conflicts 
with the laws, regulations, and requirements identified in this section, will not apply to the 
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Recipient's TIFIA Loan, Loan Guarantee, Line of Credit, or Master Credit Agreement, 
unless FTA detennines otherwise in writing. 

Section 48. Special Provisions for the Joint FTA - FRA Program. 

a. General Legal Requirements. When both FTA and the U.S. Federal Railroad Administration 
(FRA) make federal assistance available for the same Underlylng Agreement, the Recipient 
understands and agrees that it will administer the Underlying Agreement to achieve 
maximum compliance with FTA's statutory and regulatory requirements, FRA's statutory 
and regulatory requirements, and other federal statutory requirements. 

b. Disadvantaged Business Enterprises. 
(I) The Recipient acknowledges and understands that the statutory and regulatory 

provisions relating to disadvantaged business enterprises (DBE) differ significantly 
between FTA and FRA, including Section '1101(b) of the FAST Act (23 U.S.C. § 101 
note) and U.s. DOT regulations, "Participation by Disadvantaged Business Enterprises 
in Department of Transportation Financial Assistance Programs," 49 C.F.R. part 26, 
both of which apply to FTA, but not to FRA. 

(2) FRA is not authorized to use FTA's DBE regulations, and consequently the Recipient 
agrees to comply with the statutory and regulatory DBE provisions that apply to federal 
assistance provided by FT A when using that federal assistance for purchases. 

(3) The Recipient agrees to use the "contracting with small and minority finns, women's 
business enterprise" provisions of the applicable U.S. DOT Conunon Rules. 

c. Buy America. The Recipient agrees tha(statutory and regulatory Buy America provisions 
that apply to federal assistance authorized for FT A differ from those that apply to federal 
assistance authorized for FRA. Therefore, the Recipient agrees that: 
(l) It must comply with FTA's statutory and regulatory Buy America provisions to the 

extent that the purchases are for a Project or related activities that implement the 
Underlying Agreement, 

(2) It must comply with FRA's statutory and regulatory Buy America provisions, 
specifically section 301(a) of the Passenger Rail Investment and Improvement Act of 
2008 (pRIIA), Pub L. 110-432, October 16, 2008, and 49 U.S.C. § 24405(a), to the 
extent that the purchases are required to comply with FRA Buy America requirements, 
and 

(3) Ifit uses federal assistance authorized for FTA and for FRA to finance a purchase, the 
Recipient agrees that it must comply with both FTA's and FRA's requirements. 

d. Force Account - Procurement. The Recipient agrees that FTA deems section 16.k of this 
Master Agreement to be satisfied for work that is perionned by the railroad's force account 
employees if a Project or related activities are being conducted on the property of a railroad, 
and under the railroad's collective bargaining agreements with its employees, certain work to 
be perfonned for the Recipient must be perfonned by force account employees. 

e. Procurement of Rolling Stock. The Recipient agrees that ifFRA requires the Recipient to 
acquire any rolling stock for the Underlying Agreement from the Next Generation Corridor 

FTA Master AgreemeDt MA(23), 10-1-2016 
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Equiptnent Pool Commit1ee that has been established under section 305 ofPRllA, FTA 
deems section 15 of this Master Agreement to be satisfied. 

f. Use of Real Property, Equipment. and Supplies. The Recipient agrees that application of 
section 19 of this Master Agreement is reserved . 

g. Davis-Bacon. The Recipient agrees tbat, as provided in 49 U.S.C. § 24312, wages paid to 
railroad employees at rates provided.in a collective bargaining agreement negotiated under 
the Railway Labor Act, 45 U.S .C. § 151 et seq., are deemed to comply with the requirements 
of the Davis-Bacon Act, 40 U.S .c. § 3141 el seq., and satisfy section 24 of this Master 
Agreement. 

h. Employee Protective Arrangements . The Recipient agrees to pass down to a railroad 
employee subject to the Railway Labor Act, 45 U.S. C. § 151 el seq., protective arrangements 
as provided in a special At1achrnent to FTA's Grant Agreement or Cooperative Agreement 
with the Recipient, and not pass down employee protective arrangements as provided in 
section 24 of this Master Agreement. 

1. Motor Carrier Safety. The Recipient agrees that railroad signal employees and their 
employers must comply with the hours of service requirements of 49 U.S .c. § 21104, see 
49 U.S .c. § 21 l04(e), and FRA's hours of service regulation, specifically 49 C.F.R . part 228, 
and Section 31 of this Master Agreement does not apply to railroad signal employees 
concerning hours of service. 

J. Railroad Safety. The Recipient agrees that a railroad subject to FRA 's safety jurisdiction 
must comply with the federal railroad safety laws. 

ITA Master Agreement MA(23), 10-1-2016 
75 
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APPENDIX A 

TRIBAL TRANSIT PROGRAM - APPLICABLE PROVISIONS 

FTA recognizes that several provisions of the Master Agreement generally applicable to other 
programs do not apply to the Tribal Transit Programs or the Indian Tribes that are the Direct 
Recipients of federal assistance under those Programs. The following sections of the Master 
Agreement are not applicable to the Tribal Transit Programs: 

Section 14.a(1) & 14.b - Private Enterprise 
Section 22.e - Relocation and Real Property 
Section 27 - State Management and Monitoring Systems 
S~ction 30 - Geographic Information and Related Spatial Data 
Section 37 - Special Notification Requirement for States 

However, this list is not intended t<? be comprehensive and FT A may determine that other 
provisions are applicable depending upon the Und~lying Agreement for the Tribal Transit. 

ITA Master Agreement MA(23), 10-1-2016 
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APPENDIX B 

SUMMARY OF THE INDENTURE 

 Certain provisions of the Indenture are summarized below.  This summary does not purport to be 
complete or definitive and is qualified in its entirety by reference to the full text of the Indenture. 

Definitions of Certain Terms 

 The following terms shall, for all purposes of the Indenture, have the following meanings unless a 
different meaning clearly appears from the context: 

“Accountant” means an independent certified public accountant or a firm of independent certified 
public accountants (who may be the accountants who regularly audit the books and accounts of 
SANDAG) who are selected and paid by SANDAG. 

“Accreted Amount” means, with respect to any Capital Appreciation Bonds, the amount set forth 
in the Supplemental Indenture authorizing such Bonds as the amount representing the initial public 
offering price thereof, plus the amount of interest that has accreted on such Bonds, compounded 
periodically, to the date of calculation, determined by reference to accretion tables contained in each such 
Bond or contained or referred to in any Supplemental Indenture authorizing the issuance of such Bonds.  
The Accreted Amounts for such Bonds as of any date not stated in such tables shall be calculated by 
adding to the Accreted Amount for such Bonds as of the date stated in such tables immediately preceding 
the date of computation a portion of the difference between the Accreted Amount for such preceding date 
and the Accreted Amount for such Bonds as of the date shown on such tables immediately succeeding the 
date of calculation, apportioned on the assumption that interest accretes during any period in equal daily 
amounts on the basis of a 360-day year consisting of twelve 30-day months. 

“Act” means the San Diego Regional Transportation Consolidation Act, being Chapter 3 of 
Division 12.7 of the Public Utilities Code of the State of California (Section 132350 et seq.), and as such 
may be amended from time to time hereafter. 

“Annual Debt Service Requirement” means, with respect to any Federal Fiscal Year, the 
aggregate of the Interest Requirement and the Principal Requirement for such Federal Fiscal Year. 

“Authorized Denominations” means (a) with respect to 2019 Bonds, $5,000 or any integral 
multiple thereof, and (b) in the case of Refunding Bonds, such other denominations as may be specified in 
the Supplemental Indenture authorizing the issuance thereof. 

“Authorized Officer” means the Executive Director of SANDAG, any Deputy Executive Director 
of SANDAG, the Director of Finance of SANDAG or any other employee of SANDAG at the time 
designated to act on behalf of SANDAG in a Certificate of SANDAG executed by any of the foregoing 
officers and filed with the Trustee, which Certificate shall contain such employee’s specimen signature.  

“Average Projected Annual Debt Service” means, as of any date of calculation, the average 
amount of Projected Annual Debt Service in each Federal Fiscal Year on the applicable Bonds to the 
stated maturity thereof.   

“Beneficial Owner” means, with respect to any Book-Entry Bond, the beneficial owner of such 
Book-Entry Bond as determined in accordance with the applicable rules of the Securities Depository for 
such Book-Entry Bonds.  

“Board” means the Board of Directors of SANDAG.   
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“Bond” or “Bonds” means any bond or bonds, including the 2019 Bonds and (as the context may 
require) any Refunding Bonds, authenticated and delivered under and pursuant to the Indenture, other 
than Subordinated Indebtedness. 

“Bond Counsel” means Norton Rose Fulbright US LLP or any other attorney at law or firm of 
attorneys selected by SANDAG of nationally recognized standing in matters pertaining to the validity of 
and the tax-exempt nature of interest on bonds issued by states and their political subdivisions, duly 
admitted to the practice of law before the highest court of any state of the United States of America. 

“Bond Insurance Policy” means any municipal bond new issue insurance policy issued by a 
Bond Insurer that guarantees the payment of principal of and interest on any of the Bonds.  

“Bond Insurer” means the issuer of a Bond Insurance Policy. 

“Bond Year” means the 12-month period commencing on November 16 of each year, and ending 
on November 15 of the next succeeding year.  

“Book-Entry Bonds” means Bonds issued under a book-entry only depository system as provided 
in the Indenture. 

“Business Day” means any day which is not a Saturday, a Sunday, a legal holiday or a day on 
which banking institutions in the city where the principal corporate trust office of the Trustee is located 
are authorized or required by law or executive order to close (and the Trustee is in fact closed). 

“Capital Appreciation and Income Bond” means any Bond as to which accruing interest is not 
paid prior to the Interest Commencement Date specified therefor and is compounded periodically on 
certain designated dates prior to the Interest Commencement Date specified therefor, all as provided in 
the Supplemental Indenture authorizing the issuance of such Capital Appreciation and Income Bond. 

“Capital Appreciation Bond” means any Bond the interest on which (i) shall be compounded 
periodically on certain designated dates, (ii) shall be payable only at maturity or redemption prior to 
maturity and (iii) shall be determined by subtracting from the Accreted Amount the initial public offering 
price thereof, all as provided in the Supplemental Indenture authorizing the issuance of such Capital 
Appreciation Bond.  The term “Capital Appreciation Bond” as used throughout the Indenture also 
includes any Capital Appreciation and Income Bond prior to the Interest Commencement Date specified 
therefor. 

“Capitalized Interest Account” means the account of that name in the Construction Fund 
established in the Indenture. 

“Closing Date” means August 14, 2019. 

“Code” means the Internal Revenue Code of 1986, and the regulations promulgated or proposed 
pursuant thereto as the same may be in effect from time to time.  

“Construction Fund” means the Construction Fund established in the Indenture. 

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement dated the 
Closing Date, as originally executed by SANDAG and, if applicable, a Dissemination Agent, as it may be 
amended from time to time in accordance with its terms.   

“Costs of Construction” means with respect to the Project, the costs of acquisition, construction 
and equipping thereof, including the costs of acquisition of all land, rights of way, property, rights, 
easements and interests, acquired by SANDAG for such construction, the cost of all machinery and 
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equipment, financing charges, financial and municipal advisory fees, interest prior to and during 
construction and for such period after completion of construction as SANDAG shall determine, the cost 
of engineering and legal expenses, plans, specifications, surveys, estimates of cost and revenues, other 
expenses necessary or incident to determining the feasibility or practicability of constructing the Project, 
administrative expenses and such other costs, expenses and funding as may be necessary or incident to the 
construction, the financing of such construction and the placing of the Project in service, in each case to 
the extent such costs satisfy the definition of “Project Costs” set forth in the Full Funding Grant 
Agreement.  

“Costs of Issuance” means all items of expense directly or indirectly payable by or reimbursable 
to SANDAG and related to the authorization, execution, sale and delivery of the 2019 Bonds, including, 
but not limited to, advertising and printing costs, costs of preparation and reproduction of documents, 
filing and recording fees, initial fees and charges of the Trustee, legal fees and charges, fees and 
disbursements of consultants and professionals, financial advisor fees and expenses, underwriting fees 
and discounts, rating agency fees, fees and charges for preparation, execution, transportation and 
safekeeping of the 2019 Bonds, surety, insurance, liquidity and credit enhancements costs, and any other 
cost, charge or fee incurred in connection with the issuance of the 2019 Bonds.   

“Counsel’s Opinion” means an opinion signed by an attorney or firm of attorneys of recognized 
standing in the area of law to which the opinion relates, who may be counsel to SANDAG. 

“Credit Bank” means, as to any particular Series of Bonds, the person (other than a Bond Insurer) 
providing a Credit Facility, as may be provided in the Supplemental Indenture authorizing such Series. 

“Credit Facility” means, as to any particular Series of Bonds, a letter of credit, a line of credit, a 
guaranty, a standby bond purchase agreement or other credit or liquidity enhancement facility, other than 
a Bond Insurance Policy, as may be provided in the Supplemental Indenture authorizing such Series. 

“Current Funds” means moneys which are immediately available in the hands of the payee at the 
place of payment. 

“Current Interest Bond” means any Bond the interest on which is payable on the Interest 
Payment Dates provided therefor in the Supplemental Indenture authorizing such Bond.  The term 
“Current Interest Bond” as used throughout the Indenture also includes any Capital Appreciation and 
Income Bond from and after the Interest Commencement Date specified therefor.  

“Debt Service Fund” means the Debt Service Fund established in the Indenture. 

“Debt Service Reserve Credit Facility” shall have the meaning assigned to such term in the 
Indenture. 

 “Debt Service Reserve Fund” means the Debt Service Reserve Fund established in the 
Indenture. 

“Debt Service Reserve Requirement” means, with respect to the 2019 Bonds, the Maximum 
Annual Interest Requirement, which is an amount equal to $12,750,000.  

“Defeasance Securities” means noncallable: (i) U.S. Treasury certificates, notes, bills and bonds, 
including State and Local Government Series securities; (ii) direct obligations of the U.S. Treasury; (iii) 
Resolution Funding Corp. securities (“REFCORP”); (iv) pre-refunded municipal bonds rated the same 
level as U.S. Treasury Notes and Bonds by Moody’s and by S&P, provided, however, that if such 
municipal bonds are rated only by S&P, then such pre-refunded municipal bonds must have been pre-
refunded with cash, direct United States or United States guaranteed obligations; (v) obligations issued by 
the following agencies, which are backed by the full faith and credit of the United States:  (a) Farmers 
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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 of the United States limited to:  (a) Federal Home 
Loan Mortgage Corp. (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 obligations; (e) Student Loan Marketing Association (SLMA) debt 
obligations; and (f) Financing Corp. (FICO) debt obligations; and (g) other obligations approved by the 
Rating Agencies for defeasance escrows rated in their highest rating category.  

“Discretionary Contribution” means any and all moneys and securities furnished from time to 
time to the Trustee by SANDAG or on behalf of SANDAG by any other persons, in each case at 
SANDAG’s sole and absolute discretion, in amounts from time to time not exceeding in any period the 
amount that SANDAG is scheduled to receive under the Full Funding Grant Agreement for such period, 
to be held by the Trustee under the terms of the Indenture.  

“DTC” means The Depository Trust Company, the initial Securities Depository for the 2019 
Bonds. 

“DTC Participant” shall mean any securities broker or dealer, bank, trust company, clearing 
corporation or other organization depositing 2019 Bonds with DTC pursuant to the book-entry only 
system described in the Indenture. 

 “Event of Default” means any event so designated and specified in the Indenture. 

“Favorable Opinion of Bond Counsel” means, with respect to any action relating to the Bonds, 
the occurrence of which requires such an opinion, a written legal opinion of Bond Counsel addressed to 
the Trustee, to the effect that such action is permitted under the Indenture and will not impair the 
exclusion of interest on the Bonds from gross income for purposes of federal income taxation or the 
exemption of interest on the Bonds from personal income taxation under the laws of the State (subject to 
customary exceptions). 

“Federal Fiscal Year” means the period October 1 through September 30 of the following year.   

“Fiscal Year” means the period July 1 through June 30 of the following year. 

“FTA” means the Federal Transit Administration of the United States Department of 
Transportation. 

“Full Funding Grant Agreement” means the grant agreement (including attachments) by and 
between the FTA, as grantor, and SANDAG, as grantee, with respect to the Project designated as “Full 
Funding Grant Agreement – CA-2016-021-00” and providing FTA Section 5309 (49 United States Code 
Section 5309) New Starts funds as grants in aid of the design and construction of the Project.   

“Grant Receipts” means any amount received by SANDAG from Section 5309 (49 United States 
Code Section 5309) New Starts funds pursuant to the Full Funding Grant Agreement.   

“Grant Receipts Construction Fund” means the Grant Receipts Construction Fund established in 
the Indenture. 

“Grant Receipts Fund” means the Grant Receipts Fund established in the Indenture. 
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“Indenture” means this Trust Indenture, dated as of August 1, 2019, by and between SANDAG 
and the Trustee, as from time to time amended and supplemented. 

“Interest Account” means the account of that name in the Debt Service Fund established in the 
Indenture. 

“Interest Commencement Date” means, with respect to any Capital Appreciation and Income 
Bond, the date specified in the Supplemental Indenture authorizing the issuance of such Bond (which date 
must be prior to the maturity date for such Capital Appreciation and Income Bond) after which interest 
accruing on such Capital Appreciation and Income Bond shall be payable periodically, with the first such 
payment date being the applicable Interest Payment Date immediately succeeding such Interest 
Commencement Date. 

“Interest Payment Date” means May 15 and November 15 of each year, or any other dates so 
specified in a Supplemental Indenture upon which interest on a Bond is payable. 

“Interest Period” means the period from the date of the Bonds of any Series to and including the 
day immediately preceding the first Interest Payment Date and thereafter shall mean each period from and 
including an Interest Payment Date to and including the day immediately preceding the next Interest 
Payment Date. 

“Interest Requirement” means, for any Federal Fiscal Year or other period, as the context may 
require, as applied to Bonds of any Series then Outstanding, the total of the sums that would be deemed to 
accrue on such Bonds during such period if the interest on the Current Interest Bonds of such Series were 
deemed to accrue daily during such period in equal amounts;  provided, however, that an amount of 
interest shall be excluded from the determination of Interest Requirement to the extent that such interest 
has been paid, or is to be paid from the moneys in the Capitalized Interest Account allocable to the 
payment of such interest as provided in the Indenture with respect to the 2019 Bonds or as provided in the 
Supplemental Indenture authorizing the issuance of a Series of Refunding Bonds or from investment 
earnings thereon if such moneys shall have been invested in Permitted Investments and to the extent such 
earnings may be determined precisely.  Unless SANDAG shall otherwise provide in a Supplemental 
Indenture, interest expense on Credit Facilities drawn upon to purchase but not to retire Bonds, except to 
the extent such interest exceeds the interest otherwise payable on such Bonds, shall not be included in the 
determination of Interest Requirement.    

“Maximum Annual Interest Requirement” means the maximum Interest Requirement of the 2019 
Bonds for any Bond Year, calculated as of the Closing Date.  

“Nominee” means the nominee of the Securities Depository for the Book-Entry Bonds, in whose 
name such Book-Entry Bonds are to be registered.  The initial Nominee shall be Cede & Co., the 
partnership nominee of DTC. 

“Outstanding,” when used with reference to Bonds, means, as of any date, all Bonds theretofore 
or thereupon being authenticated and delivered under the Indenture except: 

(i) Any Bonds canceled by the Trustee at or prior to such date; 

(ii) Bonds (or portions of Bonds) for the payment or redemption of which moneys 
and/or Defeasance Securities, equal to the principal amount or Redemption Price thereof, as the 
case may be, with interest to the date of maturity or date fixed for redemption, are held in trust 
under the Indenture and set aside for such payment or redemption (whether at or prior to the 
maturity or redemption date), provided that if such Bonds (or portions of Bonds) are to be 
redeemed, notice of such redemption shall have been given as in Article IV provided or provision 
satisfactory to the Trustee shall have been made for the giving of such notice; 
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(iii) Bonds in lieu of or in substitution for which other Bonds shall have been 
authenticated and delivered pursuant to the Indenture; and 

(iv) Bonds deemed to have been paid as provided in the Indenture. 

“Owner” means any person who shall be the registered owner of any Bond or Bonds. 

“Payment Date” shall mean any Interest Payment Date or Principal Payment Date. 

“Permitted Investments”  means any of the following: 

(i) United States Government Securities defined as direct obligations of the United 
States of America and securities fully and unconditionally guaranteed as to the payment of principal and 
interest by the United States of America; 

(ii) federal agency or United States government-sponsored enterprise obligations, 
participations, or other instruments, including those issued by or fully guaranteed as to principal and 
interest by federal agencies or United States government-sponsored enterprises or corporations; 

(iii) United States dollar denominated senior unsecured unsubordinated obligations 
issued or unconditionally guaranteed by the International Bank for Reconstruction and Development, 
International Finance Corporation, or Inter-American Development Bank, and eligible for purchase and 
sale within the United States, rated “AA” or its equivalent or better by a nationally recognized statistical 
rating organization (referred to in this definition of Permitted Investments as an “NRSRO”); 

(iv) corporate and depository institution debt securities with a maximum remaining 
maturity of five (5) years or less, issued by corporations, financial institutions, non-profits, or other 
entities organized and operating within the United States or by depository institutions licensed by the 
United States or any state and operating within the United States (not to include other investment 
securities), which have a long-term rating of “A” or its equivalent or better by an NRSRO; 

(v) obligations issued or guaranteed by any state, territory or possession of the 
United States, political subdivision, public corporation, authority, agency board, instrumentality or other 
unit of local government of any U.S. state and with a long-term of “A” or its equivalent or better by an 
NRSRO;  

(vi) Negotiable certificates of deposit issued by a nationally or state-chartered bank, a 
savings association or a federal association, a state or federal credit union, or by a federally-licensed or 
state-licensed branch of a foreign bank with a long-term rating of “A” or a short-term rating of “A-1” or 
their respective equivalents or better by an NRSRO; 

(vii) bank deposits with a state or national bank, savings association or federal 
association, a state or federal credit union, or a federally insured industrial loan company, in California 
provided such deposits shall be either (a) continuously and fully insured by the Federal Deposit Insurance 
Corporation, (b) continuously and fully secured by such securities and obligations as are described in 
Sections 53630 through 53686 of the California Government Code, or (c) with a federally-licensed or 
state-licensed branch of a foreign bank with a long-term rating of “A” or a short-term rating of “A-1” or 
their respective equivalents or better by an NRSRO; 

(viii) commercial paper rated “A-1” or better by an NRSRO, which purchases may not 
exceed two hundred seventy (270) days maturity;  
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(ix) bankers' acceptances issued by domestic or foreign banks, which are eligible for 
purchase by the Federal Reserve System, the short-term obligations of which are rated “A-1” or better by 
two NRSROs, which purchases may not exceed one hundred eighty (180) days maturity; 

(x) Government money market funds as defined by Securities and Exchange 
Commission Rule 2a-7(a)(16); 

(xi) Shares of beneficial interest issued by a joint powers authority organized 
pursuant to Section 6509.7 of the California Government Code.  Investments shall be restricted to those 
pooled programs that seek to maintain a stable net asset value; 

(xii) Local Agency Investment Fund, the State of California managed investment 
pool; 

(xiii) 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; 

(xiv) Shares in a California common law trust established pursuant to Title 1, Division 
7, Chapter 5 of the Government Code of the State of California which invests exclusively in investments 
permitted by Section 53601 of Title 5, Division 2, Chapter 4 of the Government Code of California, as it 
may be amended; 

(xv) Repurchase agreements that meet the following criteria: 

   (1) Acceptable providers shall consist of (a) registered broker/dealers subject 
to Securities Investors’ Protection Corporation (referred to in this definition of Permitted Investments as 
“SIPC”) jurisdiction or commercial banks insured by the Federal Deposit Insurance Corporation (referred 
to in this definition of Permitted Investments as “FDIC”), if such broker/dealer or bank has an uninsured, 
unsecured and unguaranteed rating of A3/P-1 or better by Moody’s and A-/A-1 or better by S&P, or (b) 
domestic structured investment companies rated Aaa by Moody’s and AAA by S&P; and 

  (2) The repurchase agreement shall limit acceptable securities specified in 
subsections (i), (ii) and (v) above.  The fair market value of the securities in relation to the amount of the 
repurchase obligation, including principal and accrued interest, is equal to a collateral level of at least 
104% for investments specified in subsection (i) above and 105% for investments specified in subsection 
(ii) above.  The repurchase agreement shall require: 

    (a) the Trustee or an independent third party acting solely as agent 
(referred to in this definition of Permitted Investments as the “Agent”) for the Trustee to value the 
collateral securities no less frequently than weekly,  

    (b) the delivery of additional securities if the fair market value of the 
securities is below the required level on any valuation date, and  

    (c) liquidation of the repurchase securities if any deficiency in the 
required percentage is not restored within two (2) business days of such valuation.  

  (3) The repurchase securities shall be delivered free and clear of any lien to 
the Trustee or to the Agent, and the Trustee shall have received written confirmation from such third party 
that such third party holds such securities, free and clear of any lien, as agent for the Trustee; and 
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  (4) A perfected first security interest in the repurchase securities shall be 
created for the benefit of the Trustee, and SANDAG and the Trustee shall receive an opinion of counsel 
as to the perfection of the security interest in such repurchase securities and any proceeds thereof;  

(xvi) Investment agreements (also referred to as guaranteed investment contracts) that 
meet the following criteria: 

  (1) Acceptable providers of uncollateralized investment agreements shall 
consist of (a) domestic insurance companies, (b) domestic FDIC-insured commercial banks, or (c) U.S. 
branches of foreign banks, rated at least Aa3 by Moody’s and AA- by S&P; 

  (2) Acceptable providers of collateralized investment agreements shall 
consist of domestic insurance companies, domestic commercial banks, U.S. branches of foreign banks, or 
broker/dealers rated at least A3 or better by Moody’s and A- or better by S&P.  Required collateral levels 
shall be as set forth in (xvi)(5) below; 

  (3) The investment agreement shall provide that if the provider’s ratings fall 
below Aa3 by Moody’s or AA- by S&P, the provider shall within ten (10) days either (a) repay the 
principal amount plus any accrued and interest on the investment; or (b) deliver collateral described in 
(xvi)(5)(a) or (xvi)(5)(b) below (referred to in this definition of “Permitted Collateral”); 

  (4) The investment agreement must provide for termination thereof if the 
provider’s ratings are suspended, withdrawn or fall below A3 from Moody’s or A- from S&P.  Within ten 
(10) days, the provider shall repay the principal amount plus any accrued interest on the agreement, 
without penalty to the Issuer; 

  (5) The investment agreement shall provide for the delivery of Permitted 
Collateral which shall be maintained at the following collateralization levels at each valuation date: 

    (a) investments specified in subsection (i) above at 104% of 
principal plus accrued interest; or 

    (b) investments specified in subsection (ii) above at 105% of 
principal and accrued interest;  

  (6) The investment agreement shall require the Trustee or Agent to 
determine the market value of the Permitted Collateral not less than weekly and notify the investment 
agreement provider on the valuation day of any deficiency.  Permitted Collateral may be released by the 
Trustee to the provider only to the extent that there are excess amounts over the required levels; 

  (7) Securities held as Permitted Collateral shall be free and clear of all liens 
and claims of third parties, held in a separate custodial account and registered in the name of the Trustee 
or the Agent; and 

  (8) The provider shall grant the Trustee or the Agent a perfected first 
security interest in any collateral delivered under an investment agreement.  For investment agreements 
collateralized initially and in connection with the delivery of Permitted Collateral under (xvi)(5) above, 
the Trustee shall receive an opinion of counsel as to the perfection of the security interest in the collateral; 

(xvii) Forward delivery agreements in which the securities delivered mature on or 
before each cash flow date that meet the following criteria: 
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  (1) Acceptable providers shall be limited to domestic insurance companies, 
domestic commercial banks, U.S. branches of foreign banks, rated Baa3- or better by Moody’s or BBB- 
or better by S&P;  

  (2) The forward delivery agreement shall provide for termination or 
assignment (to a qualified provider under the Indenture) of the agreement if the provider’s ratings are 
suspended, withdrawn or fall below Baa3 from Moody’s or BBB- from S&P.  Within ten (10) days, the 
provider shall fulfill any obligations it may have with respect to shortfalls in market value; and 

  (3) Permitted securities shall include the investments listed subsections in (i) 
and (ii) above;  

(xviii) Any other forms of investments, which at the time of investment are legal 
investments, under the California Government Code, for SANDAG’s surplus funds; 

For purposes of the foregoing, maturity of investments shall be governed by the following: 
 

(1) Investments of monies (other than reserve funds) shall be in securities and obligations 
maturing not later than the dates on which such monies will be needed to make payments; 

(2) Investments shall be considered as maturing on the first date on which they are 
redeemable without penalty at the option of the holder or the date on which the Trustee may require their 
repurchase pursuant to repurchase agreements; and 

(3) Investments of monies in the Debt Service Reserve Fund not payable upon demand shall 
be restricted to maturities of five (5) years or less.  

“Person” means and includes an association, unincorporated organization, a corporation, a 
partnership, a limited liability corporation, a joint venture, a business trust, or a government or an agency 
or a political subdivision thereof, or any other public or private entity, or a natural person. 

“Principal” or “principal” means (i) with respect to any Capital Appreciation Bond, the 
Accreted Amount thereof (the difference between the stated amount to be paid at maturity and the 
Accreted Amount being deemed unearned interest) except as used in the Indenture in connection with the 
authorization and issuance of Bonds and with the order of priority of payments of Bonds after an event of 
default, in which case “principal” means the initial public offering price of a Capital Appreciation Bond 
(the difference between the Accreted Amount and the initial public offering price being deemed interest) 
but when used in connection with determining whether the Owners of the requisite principal amount of 
Bonds then Outstanding have given any request, demand, authorization, direction, notice, consent or 
waiver or with respect to the Redemption Price of any Capital Appreciation Bond, “principal amount” 
means the Accreted Amount and (ii) with respect to the principal amount of any Current Interest Bond, 
the principal amount of such Bond payable in satisfaction of a Sinking Fund Installment, if applicable, or 
at maturity. 

“Principal Account” means the account of that name in the Debt Service Fund established in the 
Indenture. 

“Principal Payment Date” means any November 15 (or any other date so specified in a 
Supplemental Indenture) upon which the principal of a Bond is stated to mature or upon which the 
principal of a Term Bond is subject to redemption in satisfaction of a Sinking Fund Installment. 

“Principal Requirement” means for any Federal Fiscal Year or other period, as the context may 
require, as applied to the Bonds of any Series, an amount equal to the principal scheduled to become due 

191

**DRAFT**v2



 

 B-10 

on such Bonds during such period, including Sinking Fund Installments; provided, however, that an 
amount of principal shall be excluded from the determination of Principal Requirement to the extent that 
such amount has been paid, or is to be paid from the proceeds of Bonds allocable to the payment of such 
principal as provided in the Supplemental Indenture authorizing the issuance of such Bonds or from the 
investment earnings thereon if such proceeds shall have been invested in Permitted Investments and to the 
extent such earnings may be determined precisely. 

“Project” means SANDAG’s Mid-Coast Corridor Transit Project as more particularly described 
in the Full Funding Grant Agreement and the plans and specifications therefor on file with SANDAG, as 
the same may be revised from time to time to SANDAG. 

“Projected Annual Debt Service” means, with respect to any Series of Bonds, the projected 
payments of principal of and interest on such Bonds as set forth in Exhibit D to the Indenture or as 
hereafter certified by SANDAG to the Trustee, reflecting expected Grant Receipts and expected 
redemption at the option of SANDAG and by operation of the Redemption Account.  

“Rating Agencies” means each and every one of the nationally recognized rating agencies that 
shall have assigned ratings to any Bonds Outstanding as requested by SANDAG, and which ratings are 
then currently in effect. 

“Rebate Fund” means the Rebate Fund established in the Indenture. 

“Record Date” means, with respect to the interest payable on any Interest Payment Date, the first 
day of the calendar month on which such Interest Payment Date falls, whether or not such day is a 
Business Day, or any other date so specified in a Supplemental Indenture. 

“Redemption Account” means the account of that name in the Debt Service Fund established in 
the Indenture. 

“Redemption Price” means, with respect to any Bond, the Principal thereof plus the applicable 
premium, if any, payable upon the date fixed for redemption. 

“Refunding Bonds” means Bonds authenticated and delivered pursuant to the Indenture. 

“Required Revenue Service Date” means November 23, 2022, or such later date that SANDAG 
and the FTA may establish for the Project to commence revenue service operations pursuant to the Full 
Funding Grant Agreement.  

 “SANDAG” means the San Diego Association of Governments, a public entity duly organized 
and existing under the Act.  

 “Securities Depository” means DTC or any other trust company or other entity that provides a 
book-entry system for the registration of ownership interests in securities and which is acting as security 
depository for Book-Entry Bonds. 

“Serial Bonds” means the Bonds of a Series which shall be stated to mature in annual 
installments. 

“Series” means all of the Bonds designated as a series and authenticated and delivered on 
original issuance in a simultaneous transaction, and any Bonds thereafter authenticated and delivered in 
lieu of or in substitution for such Bonds pursuant to the Indenture. 
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“Series 2019A Bonds” means the $210,000,000 original principal amount of the San Diego 
Association of Governments Capital Grant Receipts Revenue Bonds (Mid-Coast Corridor Transit 
Project), Series 2019A (Green Bonds), authorized by the Indenture. 

“Series 2019B Bonds” means the $125,000,000 original principal amount of San Diego 
Association of Governments Capital Grant Receipts Revenue Bonds (Mid-Coast Corridor Transit 
Project), Series 2019B (Green Bonds), authorized by the Indenture. 

“Sinking Fund Installment” means each principal amount of Bonds scheduled to be redeemed 
through sinking fund redemption provisions by the application of amounts on deposit in the Principal 
Account, established pursuant to the Indenture. 

“Subordinated Indebtedness” means indebtedness permitted to be issued pursuant to the 
Indenture. 

“Supplemental Indenture” means any Supplemental Indenture authorized pursuant to Article X. 

“Term Bonds” means the Bonds of a Series other than Serial Bonds which shall be stated to 
mature on one or more dates through the payment of Sinking Fund Installments. 

“Trustee” means U.S. Bank National Association, and any successor or successors appointed 
under the Indenture. 

“Trust Estate” means the Grant Receipts and all other property pledged to the Trustee pursuant to 
the Indenture, as described in the Granting Clauses to the Indenture. 

“2019 Bonds” means, collectively, the Series 2019A Bonds and the Series 2019B Bonds. 

Refunding Bonds  

 One or more Series of Refunding Bonds may be authenticated and delivered to refund any or all 
Outstanding Bonds of one or more Series and to pay costs and  expenses incident to the issuance of such 
Refunding Bonds. 

 Refunding Bonds of a Series to refund Outstanding Bonds shall be authenticated and delivered by 
the Trustee only upon receipt by it (in addition to the documents, securities and moneys required by the 
Indenture) of: 

(1) Such instructions to the Trustee as necessary to comply with all requirements set 
forth in the Indenture so that the Bonds to be refunded will be paid or deemed to be paid pursuant 
to the Indenture. 

(2) Either (i) moneys in an amount sufficient to effect payment of the principal and 
Redemption Price, if applicable, and interest due and to become due on the Bonds to be refunded 
or advance refunded on and prior to the redemption date or maturity date thereof, as the case may 
be, which moneys shall be held by the Trustee in a separate account irrevocably in trust for and 
assigned to the respective Owners of the Bonds to be refunded or advance refunded, or (ii) 
Defeasance Securities in such principal amounts, of such maturities, and bearing interest at such 
rates as shall be necessary, together with the moneys, if any, deposited with the Trustee at the 
same time, to comply with the provisions of the Indenture. 

(3) A certificate of an Authorized Officer evidencing that the Average Projected 
Annual Debt Service on all Bonds Outstanding following the issuance of such Refunding Bonds, 
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and the redemption or provision for payment of the Bonds to be refunded, will be less than the 
Average Projected Annual Debt Service on all Bonds Outstanding immediately prior to the 
issuance of such Refunding Bonds. 

 The proceeds, including accrued interest, of the Refunding Bonds of each Series shall be applied 
upon their delivery as follows: 

(1) there shall be deposited in the Debt Service Reserve Fund the amount, if any, 
necessary so that the amount therein equals the Debt Service Reserve Requirement calculated 
immediately after such delivery, to the extent not funded from any other source or otherwise 
provided for by a Debt Service Reserve Credit Facility pursuant to the Indenture; 

(2) there shall be deposited in any other fund, account or subaccount under the 
Indenture the amount, if any, required by the Supplemental Indenture authorizing such Series, 
including, but not limited to, an amount to be applied to the payment of costs and expenses 
incident to the issuance of such Refunding Bonds; 

(3) the amount of such proceeds needed for the refunding of the Bonds to be 
refunded and for the payment of expenses incidental to such refunding shall be used for such 
purposes; and 

(4) any balance of such proceeds shall be applied in accordance with the written 
instructions of SANDAG, signed by an Authorized Officer and filed with the Trustee. 

Refunding Bonds may be issued as Capital Appreciation Bonds, Capital Appreciation and Income 
Bonds, Current Interest Bonds, Serial Bonds or Term Bonds or any combination thereof, all as provided 
in the Supplemental Indenture providing for the issuance thereof.  

Exchange and Transfer of Bonds 

 Exchangeability of Bonds.  Subject to the provisions of the Indenture, any Bond, upon surrender 
at the corporate trust office of the Trustee with a written instrument of transfer satisfactory to the Trustee, 
duly executed by the Owner or its duly authorized attorney, may, at the option of the Owner and upon 
payment of any charges which the Trustee may make as provided in the Indenture, be exchanged for an 
equal aggregate principal amount of fully registered Bonds of the same Series, maturity, and interest rate 
and tenor of any other Authorized Denominations. 

 Negotiability, Transfer and Registration. Each Bond shall be transferable only upon the 
registration books of SANDAG, which shall be kept for that purpose by the Trustee, by the Owner in 
person or by its attorney duly authorized in writing, upon surrender thereof with a written instrument of 
transfer satisfactory to the Trustee, duly executed by the Owner or its duly authorized attorney.  Upon the 
transfer of any such Bond, SANDAG shall issue in the name of the transferee a new Bond or Bonds in 
Authorized Denominations of the same aggregate principal amount, Series, maturity and interest rate as 
the surrendered Bond. 

 SANDAG and the Trustee may deem and treat the person in whose name any Bond shall be 
registered upon the registration books of SANDAG as the absolute owner of such Bond, whether such 
Bond shall be overdue or not, for the purpose of receiving payment of, or on account of, the principal and 
Redemption Price, if any, of and interest on such Bond and for all other purposes, and all such payments 
so made to any such Owner or upon its order shall be valid and effectual to satisfy and discharge the 
liability upon such Bond to the extent of the sum or sums so paid, and neither SANDAG nor the Trustee 
shall be affected by any notice to the contrary. 
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 Provisions with Respect to Exchanges and Transfers.  In all cases in which the privilege of 
transferring or exchanging Bonds is exercised, SANDAG shall execute and the Trustee shall authenticate 
and deliver Bonds in accordance with the provisions of the Indenture.  All Bonds surrendered in any such 
exchanges shall forthwith be canceled by the Trustee.  For any exchange or transfer of Bonds, whether 
temporary or definitive, SANDAG and the Trustee may make a charge sufficient to reimburse it for any 
tax, fee or other governmental charge required to be paid.  The cost of printing Bonds and any services 
rendered or expenses incurred by the Trustee in connection with any transfer or exchange shall be paid by 
SANDAG.  The Trustee shall not be required to make any registration, transfer or exchange of any Bond 
during the period after such Bond has been called for redemption or, in the case of any proposed 
redemption of Bonds, during the 15 days next preceding the date of first giving notice of such 
redemption. 

 Bonds Mutilated, Destroyed, Stolen or Lost.  In case any Bond shall become mutilated or be 
destroyed, stolen or lost, SANDAG shall execute, and thereupon the Trustee shall authenticate and 
deliver, a new Bond of like Series, maturity, interest rate and principal amount as the Bonds so mutilated, 
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon surrender and 
cancellation of such mutilated Bond or in lieu of and substitution for the Bond destroyed, stolen or lost, 
upon filing with the Trustee evidence satisfactory to SANDAG and the Trustee that such Bond has been 
destroyed, stolen or lost and proof of ownership thereof, and upon furnishing SANDAG and the Trustee 
with indemnity satisfactory to them and complying with such other reasonable regulations as SANDAG, 
the Trustee may prescribe and paying such expenses as SANDAG and Trustee may incur.  All Bonds so 
surrendered to the Trustee shall be canceled by the Trustee in accordance with the Indenture.  Any such 
new Bonds issued pursuant to the Indenture in substitution for Bonds alleged to be destroyed, stolen or 
lost shall constitute original additional contractual obligations on the part of SANDAG, whether or not 
the Bonds so alleged to be destroyed, stolen or lost shall be found at any time or be enforceable by 
anyone, shall be entitled to equal and proportionate benefits with all other Bonds of the same Series 
issued under the Indenture and shall be equally secured by the moneys or securities held by SANDAG or 
the Trustee for the benefit of the Owners.  

Redemption of Bonds 

 Redemption at the Election or Direction of SANDAG.  In the case of any redemption of Bonds 
at the election or direction of SANDAG, SANDAG shall give written notice to the Trustee of its election 
or direction so to redeem, of the date fixed for redemption, of the Series, and of the principal amounts and 
interest rates of the Bonds of each maturity of such Series to be redeemed.  Such notice shall be given at 
least 30 days prior to the specified redemption date or such shorter period as shall be acceptable to the 
Trustee.  In the event notice of redemption shall have been given as provided in the Indenture, there shall 
be paid on or prior to the specified redemption date to the Trustee an amount in cash or Defeasance 
Securities maturing on or before the specified redemption date which, together with other moneys, if any, 
available therefor held by the Trustee, will be sufficient to redeem all of the Bonds to be redeemed on the 
specified redemption date at their Redemption Price plus interest accrued and unpaid to the date fixed for 
redemption; such amount and moneys shall be held in a separate, segregated account for the benefit of the 
Owners of the Bonds so called for redemption.  

 Redemption Otherwise Than at SANDAG’s Election or Direction.  Whenever by the terms of 
the Indenture the Trustee is required or authorized to redeem Bonds otherwise than at the election or 
direction of SANDAG, the Trustee shall select the Bonds to be redeemed, give the notice of redemption 
and pay the Redemption Price thereof, plus interest accrued and unpaid to the date fixed for redemption, 
in accordance with the terms of the Indenture.  

 Payment of Redeemed Bonds.  Notice having been given in the manner provided in the 
Indenture, the Bonds or portions thereof so called for redemption shall become due and payable on the 
date fixed for redemption at the Redemption Price, plus interest accrued and unpaid to such date, and, 
upon presentation and surrender thereof at any place specified in such notice, such Bonds, or portions 
thereof, shall be paid at the Redemption Price, plus interest accrued and unpaid to such date.  If there shall 
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be called for redemption less than all of a Bond, SANDAG shall execute and the Trustee shall 
authenticate and the Trustee shall deliver, upon the surrender of such Bond, without charge to the Owner 
thereof, for the unredeemed balance of the principal amount of the Bond so surrendered, fully registered 
Bonds of like Series and maturity and interest rate in any Authorized Denominations.  If, on the date fixed 
for redemption, moneys for the redemption of all the Bonds or portions thereof of any like Series and 
maturity and interest rate to be redeemed, together with interest to such date, shall be held by the Trustee 
so as to be available therefor on said date and if notice of redemption shall have been given as aforesaid, 
then, from and after the date fixed for redemption, interest on the Bonds or portions thereof of such Series 
and maturity and interest rate so called for redemption shall cease to accrue and become payable.  If said 
moneys shall not be so available on the date fixed for redemption, such Bonds or portions thereof shall 
continue to bear interest until paid at the same rate as they would have borne had they not been called for 
redemption. 

 Adjustment of Sinking Fund Installments.  In the event of the optional redemption by SANDAG 
of less than all the Bonds of like Series and maturity and interest rate with respect to which Sinking Fund 
Installments have been established, the principal amount so redeemed shall be credited against the 
unsatisfied balance of future Sinking Fund Installments or the final maturity amount established with 
respect to such Bonds, in such amount and against such Sinking Fund Installments or final maturity 
amount as shall be determined by SANDAG in a certificate of an Authorized Officer filed with the 
Trustee prior to the mailing of the notice of redemption of such Bonds or, in the absence of such 
determination, shall be credited pro-rata against the applicable Sinking Fund Installments and final 
maturity amount. 

Establishment of Funds, Accounts and Subaccounts 

 Pursuant to the Indenture, SANDAG establishes the Construction Fund, the Grant Receipts Fund, 
the Debt Service Fund, the Debt Service Reserve Fund and the Grant Receipts Construction Fund, each of 
which shall be a special fund of SANDAG held in trust by the Trustee.  Subject to use and application in 
accordance with the Indenture, all of the moneys and securities held in said funds are pledged as security 
for the payment of the principal of, redemption premium, if any, and interest on, the Bonds and shall be 
subject to the lien of the Indenture.  Pursuant to the Indenture, SANDAG establishes the Rebate Fund as a 
special fund of SANDAG held in trust by the Trustee.  Pursuant to the Indenture, SANDAG establishes 
the Interest Account, the Principal Account and the Redemption Account as special accounts within the 
Debt Service Fund and the Costs of Issuance Account and the Capitalized Interest Account as special 
accounts within the Construction Fund to be held by the Trustee.  

Construction Fund 

 On the date of issuance of the 2019 Bonds, the Trustee shall deposit into the Construction Fund 
the amount set forth in the Indenture.  The Trustee shall make payment of the Costs of Construction of the 
Project from the Construction Fund as provided in the Indenture and, with respect to the payment of 
interest on the 2019 Bonds capitalized from the proceeds of the 2019 Bonds, from the Capitalized Interest 
Account as provided in the Indenture.  The Trustee shall withdraw from the Construction Fund and 
deposit into the Rebate Fund the amount specified in any certificate filed with the Trustee pursuant to the 
Indenture.  The Trustee shall withdraw moneys from the Costs of Issuance Account of the Construction 
Fund to pay cost of issuance of the 2019 Bonds in accordance with the directions of SANDAG expressed 
in a certificate of an Authorized Officer filed with the Trustee, in the form set forth as Exhibit B to the 
Indenture.  All other payments from the Construction Fund shall be subject to the provisions and 
restrictions set forth in the Indenture. 

 The Trustee shall, during and upon completion of construction of the Project, make payments 
from the Construction Fund in addition to those made pursuant to the Indenture, in the amounts, at the 
times, in the manner, and on the other terms and conditions set forth in the Indenture.  Before any such 
payment shall be made, SANDAG shall file with the Trustee its requisition therefor, substantially in the 
form attached to the Indenture as Exhibit C, stating (a) the item number of such payment; (b) in respect of 
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each payment to be reimbursed:  (i) the name of the person, firm or corporation to whom payment was 
due, (ii) the amount to be reimbursed, and (iii) in reasonable detail the purpose for which the obligation 
was incurred, which may be in a format similar to SANDAG’s monthly expenditure reports to the FTA 
pursuant to the Full Funding Grant Agreement; (c) that obligations in the stated amounts have been 
incurred by SANDAG for the construction of the Project, and that each item thereof is a proper charge 
against the Construction Fund and is a proper Cost of Construction and has not been previously 
reimbursed, (d) that there has not been filed with or served upon SANDAG notice of any lien, right to 
lien, or attachment upon, or claim affecting the right to receive payment of, any of the moneys payable 
under such requisition, or if any such lien, attachment or claim has been filed or served upon SANDAG, 
that such lien, attachment or claim has been released or discharged, (e) that such requisition contains no 
item representing payment on account of any retained percentages which SANDAG is at the date of such 
certificate entitled to retain, (f) that SANDAG expects to commence revenue operations of the Project on 
or before the Required Revenue Service Date, or in the alternative, that SANDAG is in the process of 
developing or has developed a Recovery Plan pursuant to the Full Funding Grant Agreement and, if 
developed, is diligently taking action to carry out such Recovery Plan, and (g) the total remaining amount 
SANDAG expects to receive under the Full Funding Grant Agreement, after the transfer of funds into the 
Grant Receipts Construction Fund, will be equal to at least 100% of the sum of (i) the principal amount of 
the Outstanding Bonds plus (ii) the Interest Requirement with respect to the Outstanding Bonds, assuming 
such Bonds are paid on their stated maturity dates, minus (iii) moneys in the Debt Service Reserve Fund 
and investment earnings thereon. 

 Upon receipt of each such requisition the Trustee shall transfer from the Construction Fund to 
SANDAG or the obligors named in such requisition an amount equal to the total of the amounts to be 
reimbursed as set forth in such requisition.  In making such transfer, the Trustee may rely upon the 
representations set forth in such requisition.   

 Upon completion or substantial completion of the Project, the Trustee shall withdraw from the 
Construction Fund and pay into the funds, accounts and subaccounts established under the Indenture any 
remaining balance in the Construction Fund, or any part thereof, in the amounts, at the times, in the 
manner, and on the other terms and conditions set forth in the Indenture.  Before any such withdrawal and 
payment shall be made, SANDAG shall file with the Trustee its certificate certifying:  (1) that the Project 
has been completed or substantially completed and (2) that a sum stated in the certificate is sufficient to 
pay, and is required to be reserved in the Construction Fund to pay, all Costs of Construction then 
remaining unpaid, including the estimated amount of any such items the amount of which is not finally 
determined and all claims against SANDAG arising out of the construction thereof.  Upon receipt of such 
requisition and accompanying certificates, the Trustee shall withdraw from the Construction Fund the 
amount stated in such requisition, provided that no such withdrawal shall be made if it would reduce the 
amount in the Construction Fund below the amount stated in the said certificate of SANDAG as required 
to be reserved in the Construction Fund. 

 Any amount withdrawn from the Construction Fund pursuant to the Indenture shall be deposited 
first into the Interest Account to the extent required to increase the amount therein to the Interest 
Requirement for all Outstanding Bonds for the current and succeeding Federal Fiscal Year, and then into 
the Principal Account to the extent required to increase the amount therein to the Principal Requirement 
for all Outstanding Bonds for the current and succeeding Federal Fiscal Year, and any amount remaining 
after the foregoing deposits have been made shall be deposited into the Redemption Account.   

Deposit and Application of Grant Receipts   

 All Grant Receipts received by SANDAG shall be transferred within one Business Day of receipt 
to the Trustee for deposit in the Grant Receipts Fund.  SANDAG shall provide written notice to the 
Trustee of the amount of Grant Receipts to be received by the Trustee.  SANDAG may also from time to 
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time, in its sole and absolute discretion, transfer any Discretionary Contribution to the Trustee for deposit 
in the Grant Receipts Fund.  SANDAG shall provide written notice to the Trustee of the amount of any 
Discretionary Contribution to be received by the Trustee.  As soon as practicable after any such deposit, 
the Trustee shall make payments from the Grant Receipts Fund into the following several funds, accounts 
and subaccounts, but only within the limitation indicated below with respect thereto and only after 
maximum payment within such limitation into every such fund, account or subaccount previously 
mentioned in the following tabulation: 

First:  Into the Interest Account, to the extent, if any, necessary to increase the 
amount in the Interest Account so that it equals the Interest Requirement for all Outstanding 
Bonds for the current and succeeding Federal Fiscal Year.   

Second: Into the Principal Account, to the extent, if any, needed to increase the amount in 
the Principal Account so that it equals the Principal Requirement for all Outstanding Bonds for 
the current and succeeding Federal Fiscal Year. 

Third:  Into the Debt Service Reserve Fund, to the extent, if any, needed to 
increase the amount in the Debt Service Reserve Fund so that it equals the Debt Service Reserve 
Requirement. 

Fourth:  To SANDAG, an amount specified by SANDAG in a certificate of an 
Authorized Officer filed by the Trustee as needed to reimburse a provider of a Debt Service 
Reserve Credit Facility for disbursements thereunder. 

Fifth:  Into the Rebate Fund, an amount specified by SANDAG in a certificate 
of an Authorized Officer filed with the Trustee pursuant to the Indenture. 

Sixth:  Into the Grant Receipts Construction Fund, an amount specified by 
SANDAG in a certificate of an Authorized Officer filed with the Trustee pursuant to the 
Indenture.   

Seventh: Into the Redemption Account, any remaining amounts.   

Debt Service Fund 

 The Trustee shall pay in Current Funds (i) out of the Capitalized Interest Account on or before 
each Interest Payment Date set forth in the Indenture, the applicable amounts set forth in the Indenture; 
(ii) out of any capitalized interest account established with respect to any other Series of Bonds, on or 
before each Interest Payment Date specified in the Supplemental Indenture authorizing such Series, the 
applicable amount set forth in such Supplemental Indenture; (iii) out of the Interest Account on or before 
each Interest Payment Date or redemption date, as applicable, for any of the Outstanding Bonds, the 
amount required for the interest payable on such date and not provided for pursuant to clause (i) or clause 
(ii) above; (iv) out of the Principal Account on or before each Principal Payment Date, an amount equal to 
the principal amount of the Outstanding Bonds, if any, which mature on such date; and (v) out of the 
Principal Account on or before each Principal Payment Date occasioned by redemption of Outstanding 
Bonds from Sinking Fund Installments, the amount required for the payment of the Redemption Price of 
such Outstanding Bonds then to be redeemed.  The Trustee shall pay such amounts to the Owners of the 
Outstanding Bonds for the aforesaid purposes on the due dates thereof.  The Trustee shall also pay out of 
the Interest Account the accrued interest included in the purchase price of Outstanding Bonds purchased 
for retirement. 
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 Amounts in the Principal Account available for the payment of Sinking Fund Installments shall 
be applied to the purchase or redemption of Bonds as provided below. 

(i) Amounts deposited to the credit of the Principal Account to be used in 
satisfaction of any Sinking Fund Installment may, and if so directed by SANDAG shall, be 
applied by the Trustee, on or prior to the forty-fifth day next preceding the next Principal 
Payment Date on which a Sinking Fund Installment is due, to the purchase of Outstanding Bonds 
of the Series and maturity for which such Sinking Fund Installment was established.  That portion 
of the purchase price attributable to accrued interest shall be paid from the Interest Account.  All 
such purchases of Outstanding Bonds shall be made at prices not exceeding the applicable sinking 
fund Redemption Price of such Bonds plus accrued interest, and such purchases shall be made in 
such manner as SANDAG shall determine.  The principal amount of any Bonds so purchased 
shall be deemed to constitute part of the Principal Account until the Principal Payment Date on 
which such Sinking Fund Installment is due, for the purpose of calculating the amount on deposit 
in such account. 

(ii) At any time up to the forty-fifth day next preceding the next Principal Payment 
Date on which a Sinking Fund Installment is due, SANDAG may purchase with any available 
funds Outstanding Bonds for which such Sinking Fund Installment was established and surrender 
such Bonds to the Trustee at any time up to said date. 

(iii) After giving effect to the Outstanding Bonds purchased by the Trustee and 
Outstanding Bonds surrendered by SANDAG as described in paragraphs (i) and (ii), which shall 
be credited against the Sinking Fund Installment at the applicable sinking fund Redemption Price 
thereof, and as soon as practicable after the forty-fifth day next preceding the next Principal 
Payment Date on which a Sinking Fund Installment is due, the Trustee shall proceed to call for 
redemption on such Principal Payment Date Outstanding Bonds of the Series and maturity for 
which such Sinking Fund Installment was established in such amount as shall be necessary to 
complete the retirement of the unsatisfied portion of such Sinking Fund Installment.  The Trustee 
shall pay, out of the Principal Account (after transfers thereto from the Debt Service Reserve 
Fund, if required), on or before the day preceding such redemption date, the Redemption Price 
required for the redemption of the Outstanding Bonds so called for redemption, to the Owners. 

(iv) If the principal amount of Outstanding Bonds retired pursuant to this subsection 
through application of amounts in satisfaction of any Sinking Fund Installment shall exceed such 
Sinking Fund Installment, or in the event of the purchase or redemption from moneys other than 
from the Principal Account of Outstanding Bonds of any Series and maturity for which Sinking 
Fund Installments have been established, such excess or the principal amount of Outstanding 
Bonds so purchased or redeemed, as the case may be, shall be credited toward future scheduled 
Sinking Fund Installments either (i) in the order of their due dates or (ii) in such order as 
SANDAG establishes in a certificate signed by an Authorized Officer and delivered to the 
Trustee not more than 45 days after the payment in excess of such Sinking Fund Installment. 

Redemption or Defeasance by Operation of the Redemption Account 

Whenever the amount held in the Redemption Account exceeds $1,000,000, the Trustee shall 
notify SANDAG in writing (in each case, a “Redemption Account Notice”) and apply the moneys held 
therein as follows: 

(i) First, to the redemption of Outstanding Series 2019A Bonds then subject to 
optional redemption pursuant to the Indenture in the current or immediately succeeding Federal 
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Fiscal Year (exclusive of any such Series 2019A Bonds maturing within 30 days or previously 
selected for redemption) on the first date such Series 2019A Bonds may be redeemed that is at 
least 30 days after such notification; 

(ii) Second, to the redemption of Outstanding Series 2019B Bonds (exclusive of 
Series 2019B Bonds previously selected for redemption) on the next Interest Payment Date that is 
at least 30 days after such notification; and  

(iii) Third, if all of the Series 2019B Bonds have been redeemed in full, to the 
redemption of any remaining Outstanding Series 2019A Bonds (exclusive of any such Series 
2019A Bonds maturing within 30 days or previously selected for redemption), in order of 
maturity, on the first date such Series 2019A Bonds may be redeemed that is at least 30 days after 
such notification.   

In connection with any redemption pursuant to the Indenture of 2019 Bonds eligible to be 
redeemed within 60 days after delivery of the related Redemption Account Notice (a “Short-Term 
Defeasance”), the Trustee shall apply the amounts held in the Redemption Account to pay the 
Redemption Price of such 2019 Bonds called for redemption.  The accrued interest on such 2019 Bonds 
to the date fixed for their redemption shall be paid from the Interest Account; provided, however, that if 
the amount then held in the Interest Account is not sufficient to pay such accrued interest then, at the 
direction of SANDAG expressed in a certificate of an Authorized Officer filed with the Trustee, such 
accrued interest may be paid from moneys in the Capitalized Interest Account or from moneys in the 
Redemption Account.  If the amount then held in the Redemption Account is not sufficient to redeem all 
of the 2019 Bonds of any maturity then eligible for redemption in a Short-Term Defeasance, then the 
Trustee shall proceed to select the 2019 Bonds to be redeemed by lot within such maturity.  The Trustee 
shall file with SANDAG a notice specifying the 2019 Bonds called for redemption pursuant to this 
subsection and shall send notices of redemption to holders of the affected 2019 Bonds in accordance with 
the Indenture.   

In connection with any redemption pursuant to the Indenture of 2019 Bonds not eligible to be 
redeemed within 60 days after delivery of the related Redemption Account Notice (a “Long-Term 
Defeasance”), the Trustee shall apply the amounts held in the Redemption Account to defease such 2019 
Bonds subject to Long-Term Defeasance.  The accrued interest on such 2019 Bonds to the date fixed for 
their redemption shall be paid from the Interest Account; provided, however, that if the amount then held 
in the Interest Account is not sufficient to pay such accrued interest then, at the direction of SANDAG 
expressed in a certificate of an Authorized Officer filed with the Trustee, such accrued interest may be 
paid from moneys in the Capitalized Interest Account or from moneys in the Redemption Account.  If the 
amount then held in the Redemption Account is not sufficient to defease all of the 2019 Bonds of any 
maturity then eligible for Long-Term Defeasance, then the Trustee shall proceed to select the 2019 Bonds 
to be defeased by lot within such maturity.  The Trustee shall file with SANDAG a notice specifying the 
2019 Bonds defeased pursuant to this subsection.  In order to effect such defeasance, either (a) moneys as 
directed in writing by SANDAG in an amount sufficient to effect payment of the principal and 
Redemption Price, if applicable, and interest due and to become due on the defeased 2019 Bonds on and 
prior to the redemption date or maturity date thereof, as the case may be, which moneys shall be held by 
the Trustee in a separate account irrevocably in trust for and assigned to the respective Owners of the 
2019 Bonds to be defeased, or (b) Defeasance Securities as directed in writing by SANDAG in such 
principal amounts, of such maturities, and bearing interest at such rates as shall be necessary, together 
with the moneys, if any, deposited with the Trustee at the same time, to comply with the provisions of the 
Indenture.  The Trustee shall send such notices and take such other actions in connection with the Long-
Term Defeasance of such 2019 Bonds in accordance with the Indenture. 
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The Trustee shall redeem or defease such 2019 Bonds pursuant to the Indenture in the principal 
amount that will reduce the balance of the Redemption Account to less than $5,000.  

Moneys held in the accounts of the Debt Service Fund shall be invested as provided in the 
Indenture.  Investment income earned as a result of such investment shall be retained in said accounts. 

The amount, if any, deposited in the Interest Account from the proceeds of Bonds shall be set 
aside in such account and applied to the payment of the interest on the Bonds with respect to which such 
proceeds were deposited in accordance with the provisions of the Supplemental Indenture authorizing the 
issuance of such Bonds.  On May 15 of each Federal Fiscal Year, after paying all interest on the Bonds 
due on such date, the Trustee shall release from the Interest Account the excess, if any, of the amount 
previously deposited to pay interest on the Bonds during such Federal Fiscal Year over the amount 
actually paid as interest on the Bonds during such Federal Fiscal Year, and apply such released amount to 
the remaining funds and accounts specified in the Indenture’s flow of funds. 

Debt Service Reserve Fund 

 If on any Interest Payment Date or Principal Payment Date the aggregate amount to the credit of 
the Debt Service Fund shall be less than the amount required to pay such interest or principal due on the 
Outstanding  Bonds (and any other net amounts payable by SANDAG from the Interest Account pursuant 
to the Indenture, the Trustee shall apply amounts from the Debt Service Reserve Fund to the extent 
necessary to cure such deficiency, in the following order of priority: first, to the credit of the Interest 
Account and then to the credit of the Principal Account. 

 Whenever the amount to the credit of the Debt Service Reserve Fund shall exceed the Debt 
Service Reserve Requirement, the Trustee shall withdraw the amount of any such excess from the Debt 
Service Reserve Fund and (i) prior to completion of the Project, as certified by SANDAG, transfer such 
amount to the Construction Fund and (ii) on or after completion of the Project, as certified by SANDAG, 
allocate such amount to the various funds, accounts and subaccounts in the same manner as Grant 
Receipts are allocated pursuant to the Indenture; provided, however, that upon the written direction of an 
Authorized Officer, the Trustee shall promptly transfer all or any portion of the amount of such excess, as 
specified in such direction, to a refunding or defeasance escrow established pursuant to the Indenture. 

 Whenever the amount to the credit of the Debt Service Reserve Fund (exclusive of any Debt 
Service Reserve Credit Facility as described in the Indenture) together with the amount to the credit of the 
Debt Service Fund, is sufficient to pay all Outstanding Bonds in accordance with their terms, the funds on 
deposit to the credit of the Debt Service Reserve Fund shall be transferred to the Debt Service Fund. 

 SANDAG may satisfy the Debt Service Reserve Requirement as set forth below: 

(1) Notwithstanding the requirements of the Indenture, in lieu of the deposit of cash 
into the Debt Service Reserve Fund SANDAG may cause to be deposited therein, a surety bond, 
an insurance policy, a letter of credit or other credit facility (any such instrument referred to in the 
Indenture as a “Debt Service Reserve Credit Facility”) which, in each case, shall be in an amount 
equal to the difference between the Debt Service Reserve Requirement and the sums then on 
deposit to the credit of the Debt Service Reserve Fund, if any.  Any Debt Service Reserve Credit 
Facility deposited in the Debt Service Reserve Fund shall be payable to the Trustee for the equal 
and ratable benefit of all of the Owners of the Outstanding Bonds on any date on which moneys 
shall be required to be withdrawn from the Debt Service Reserve Fund and applied to the 
payment of the Principal of or interest on any Outstanding Bonds, which withdrawal cannot be 
met by any cash on deposit to the credit of the Debt Service Reserve Fund.  The insurer providing 
such surety bond or insurance policy shall be an insurer whose municipal bond insurance policies 
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insuring the payment, when due, of the principal of and interest on municipal bond issues results 
in such issues being rated in either of the two highest rating categories by any Rating Agency, or 
any insurer who holds the highest policyholder ratings accorded insurers by any Rating Agency, 
in each case at the time such surety bond or insurance policy is obtained.  The letter of credit 
issuer shall be a bank or trust company and any other credit facility issuer shall be a company or 
other legal entity which is rated in either of the two highest rating categories by any Rating 
Agency at the time such letter of credit is obtained.  If a disbursement is made pursuant to any 
Debt Service Reserve Credit Facility pursuant to this subparagraph, SANDAG shall be obligated 
either (i) to reinstate the maximum limits of such Debt Service Reserve Credit Facility in 
accordance with the terms thereof or (ii) to deposit to the credit of the Debt Service Reserve 
Fund, funds in the amount of the disbursement made under such Debt Service Reserve Credit 
Facility, or a combination of such alternatives, as shall provide that the amount to the credit of the 
Debt Service Reserve Fund equals the Debt Service Reserve Requirement.  Pursuant to a 
certificate of an Authorized Officer filed with the Trustee, SANDAG may direct the Trustee to 
withdraw amounts deposited from Grant Receipts into the Debt Service Reserve Fund to make 
payments necessary to reinstate the maximum limits of a Debt Service Reserve Credit Facility, 
which certificate may direct the use of such amounts for that purpose prior to the use for any 
other purpose.  If disbursements have been made pursuant to more than one Debt Service Reserve 
Credit Facility, such payments shall be made on a pro-rata basis. 

(2) If any Debt Service Reserve Credit Facility deposited with the Trustee as 
provided in subparagraph (1) of this subsection is withdrawn by the issuer thereof or expires and 
is not renewed, SANDAG shall fund the resulting deficiency with respect to the Debt Service 
Reserve Requirement (a) by depositing in the Debt Service Reserve Fund a new Debt Service 
Reserve Credit Facility meeting the requirements of subparagraph 506(D)(1) or (b) by funding 
the Debt Service Reserve Fund from Grant Receipts as provided in the Indenture. 

Capitalized Interest Account 

 On the date of issuance of the 2019 Bonds, the Trustee shall deposit into the Capitalized Interest 
Account the amount set forth in the Indenture.  The moneys in the Capitalized Interest Account shall be 
used by the Trustee to pay the interest on the 2019 Bonds on each Interest Payment Date to and including 
May 15, 2020.  The Capitalized Interest Account shall be invested as provided in the Indenture.  
Investment income earned as a result of such investment shall be retained in the Capitalized Interest 
Account.  Any moneys remaining in the Capitalized Interest Account after May 15, 2020 shall be 
transferred to the Interest Account and the Capitalized Interest Account shall be closed. 

Rebate Fund 

 If SANDAG shall invest the proceeds of Bonds or other moneys in any investments that generate 
income that must be rebated or paid to the United States of America pursuant to Section 148(f) of the 
Code and with respect to the Bonds, an amount equal to such income shall be deposited annually in the 
Rebate Fund, by January 15 of each year or as soon thereafter as possible. 

 SANDAG shall prepare and file with the Trustee a certificate of an Authorized Officer specifying 
the amount to be deposited in the Rebate Fund pursuant to the Indenture and directing the Trustee to 
withdraw such amount from the Construction Fund or to provide from such deposit from the application 
of Grant Receipts pursuant to the Indenture.  In the absence of such direction, the Trustee shall withdraw 
such amount from the Construction Fund. 

 At the direction of SANDAG expressed in a certificate of an Authorized Officer filed with the 
Trustee, moneys in the Rebate Fund shall be applied to pay such amounts as are required to be paid to the 
United States of America pursuant to Section 148(f) of the Code.  The Trustee shall withdraw from the 
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Rebate Fund and deposit into any one or more of the accounts of the Debt Service Fund the amounts 
stated in a certificate of an Authorized Officer filed with the Trustee and directing such withdrawal, 
provided that such certificate shall state that upon such withdrawal the sum remaining in the Rebate Fund 
will be sufficient to pay any rebate amount expected to be due the United States of America during the 
next ensuing twelve months with respect to the Bonds.  The Trustee may rely conclusively upon 
SANDAG determinations, calculations and certifications required by the Indenture.  The Trustee shall 
have no responsibility independently to make any calculation or determination or to review SANDAG’s 
calculations under the Indenture.   

Grant Receipts Construction Fund 

 Prior to the transfer of Grant Receipts into the Grant Receipts Construction Fund as provided in 
the Indenture, SANDAG shall deliver to the Trustee a certificate of an Authorized Officer stating that the 
total amount of Grant Receipts deposited into the Grant Receipts Construction Fund will not exceed 
$174,500,000 in the aggregate.  

 The Trustee shall, during and upon completion of construction of the Project, make payments 
from the Grant Receipts Construction Fund in the amounts, at the times, in the manner, and on the other 
terms and conditions set forth in the Indenture.  Before any such payment shall be made, SANDAG shall 
file with the Trustee its requisition therefor, substantially in the form attached to the Indenture as Exhibit 
C, stating (a) the item number of such payment; (b) in respect of each payment to be reimbursed:  (i) the 
name of the person, firm or corporation to whom payment was due, (ii) the amount to be reimbursed, and 
(iii) in reasonable detail the purpose for which the obligation was incurred, which may be in a format 
similar to SANDAG’s monthly expenditure reports to the FTA pursuant to the Full Funding Grant 
Agreement; (c) that obligations in the stated amounts have been incurred by SANDAG for the 
construction of the Project, and that each item thereof is a proper charge against the Grant Receipts 
Construction Fund and is a proper Cost of Construction and has not been previously reimbursed, (d) that 
there has not been filed with or served upon SANDAG notice of any lien, right to lien, or attachment 
upon, or claim affecting the right to receive payment of, any of the moneys payable under such 
requisition, or if any such lien, attachment or claim has been filed or served upon SANDAG, that such 
lien, attachment or claim has been released or discharged, (e) that such requisition contains no item 
representing payment on account of any retained percentages which SANDAG is at the date of such 
certificate entitled to retain, (f) that SANDAG expects to commence revenue operations of the Project on 
or before the Required Revenue Service Date, or in the alternative, that SANDAG is in the process of 
developing or has developed a Recovery Plan pursuant to the Full Funding Grant Agreement and, if 
developed, is diligently taking action to carry out such Recovery Plan, and (g) the total remaining amount 
SANDAG expects to receive under the Full Funding Grant Agreement, after the transfer of funds into the 
Grant Receipts Construction Fund, will be equal to at least 100% of the sum of (i) the principal amount of 
the Outstanding Bonds plus (ii) the Interest Requirement with respect to the Outstanding Bonds, assuming 
such Bonds are paid on their stated maturity dates, minus (iii) moneys in the Debt Service Reserve Fund 
and investment earnings thereon. 

 Upon receipt of each such requisition and accompanying certificates the Trustee shall transfer 
from the Grant Receipts Construction Fund to SANDAG or the obligors named in such requisition an 
amount equal to the total of the amounts to be paid as set forth in such requisition.  In making such 
transfer, the Trustee may rely upon the representations made in such requisition and accompanying 
certificates. 

Subordinated Indebtedness 

 Nothing in the Indenture shall prohibit or prevent, or be deemed or construed to prohibit or 
prevent, SANDAG (to the extent now or hereafter permitted by law) from issuing bonds, certificates or 
other evidences of indebtedness payable as to principal and interest from Grant Receipts, but only if such 
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indebtedness is junior and subordinate in all respects to any and all Bonds issued and Outstanding under 
the Indenture. 

Investment of Certain Moneys 

 Moneys held in the Debt Service Fund and its accounts, the Debt Service Reserve Fund, the 
Capitalized Interest Account, the Construction Fund and the Grant Receipts Construction Fund shall be 
invested and reinvested by the Trustee at the written direction of an Authorized Officer in Permitted 
Investments which mature no later than necessary to provide moneys when needed for payments to be 
made from such funds, accounts or subaccounts.  If no such directions are received by the Trustee, such 
amounts shall be invested in money market funds described in paragraph (x) of the definition of Permitted 
Investments, pending receipt of investment directions.  The Trustee may make any and all such 
investments through its own investment department or that of its affiliates or subsidiaries.   

 Moneys held in two or more funds, accounts or subaccounts may be jointly invested in one or 
more Permitted Investments, provided that such investment complies with all the terms and conditions of 
the Indenture relating to the investment of moneys in such funds, accounts or subaccounts, as the case 
may be, and SANDAG maintains books and records as to the allocation of such investment as among 
such funds, accounts or subaccounts.  Investment income from investments held in the various funds, 
accounts and subaccounts shall remain in and be a part of the respective funds, accounts and subaccounts 
in which such investments are held, except as otherwise provided in the Indenture. 

 SANDAG shall be responsible for all investments made under the Indenture being consistent with 
the expectations expressed in any tax and non-arbitrage certificate executed on behalf of SANDAG and 
filed with the Trustee with respect to any Series of Bonds issued under the Indenture. 

Valuation and Sale of Investments 

 Permitted Investments in any fund, account or subaccount created under the provisions of the 
Indenture shall be deemed at all times to be part of such fund, account or subaccount and any profit 
realized from the liquidation of such investment shall be credited to such fund, account or subaccount and 
any loss resulting from liquidation of such investment shall be charged to such fund, account or 
subaccount. 

 Valuations of Permitted Investments held in the funds, accounts and subaccounts established 
under the Indenture shall be made by the Trustee as often as may be necessary to determine the amounts 
held therein.  In computing the amounts in such funds, accounts and subaccounts, Permitted Investments 
therein shall be valued as provided in the Indenture. 

 The value of Permitted Investments shall mean the fair market value thereof.  The Trustee shall 
determine the fair market value based on accepted industry standards and from accepted industry 
providers.  

 Except as otherwise provided in the Indenture, the Trustee at the direction of an Authorized 
Officer shall sell or present for redemption any Permitted Investment held in any fund, account or 
subaccount held by the Trustee whenever it shall be necessary to provide moneys to meet any payment or 
transfer from such fund, account or subaccount as the case may be.  The Trustee and SANDAG shall not 
be liable or responsible for making any such investment in the manner provided above or for any loss 
resulting from any such investment.   
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 SANDAG acknowledges that to the extent regulations of the Comptroller of the Currency or 
other applicable regulatory entity grant SANDAG the right to receive brokerage confirmations of security 
transactions as they occur, SANDAG specifically waives receipt of such confirmations to the extent 
permitted by law.  The Trustee will furnish SANDAG periodic (and not less frequently than monthly) 
cash transaction statements which shall include detail for all investment transactions made by the Trustee 
under the Indenture.   

Certain Covenants of SANDAG 

 Extension of Payment of Bonds.  If the maturity of any Bond or installment of interest shall be 
extended pursuant to the written consent of the Owner thereof, such Bond or installment of interest shall 
not be entitled, in case of any default under the Indenture, to the benefit of the Indenture or to payment 
out of Grant Receipts or the funds, accounts and subaccounts established by the Indenture (except the 
Rebate Fund) or moneys held by the Trustee (except moneys held in trust for the payment of such Bond 
or installment of interest) until the prior payment of the principal of all Bonds Outstanding the maturity of 
which has not been extended and of such portion of the accrued interest on the Bonds as shall not be 
represented by such extended claims for interest.  Nothing in the Indenture shall be deemed to limit the 
right of SANDAG to issue Refunding Bonds and such issuance shall not be deemed to constitute an 
extension of maturity of Bonds. 

 Further Assurance.  At any and all times SANDAG shall, as far as it may be authorized by law, 
pass, make, do, execute, acknowledge and deliver, all and every such further indentures, acts, deeds, 
conveyances, assignments, transfers and assurances as may be necessary or desirable for the better 
assuring, conveying, granting, pledging, assigning and confirming, all and singular, the rights, Grant 
Receipts and other moneys, securities and funds pledged or assigned pursuant to the Indenture, or which 
SANDAG may become bound to pledge or assign. 

 Power to Issue Bonds and Pledge Grant Receipts.  SANDAG is duly authorized under all 
applicable laws to issue the Bonds and to execute and deliver the Indenture and to pledge the Grant 
Receipts and other moneys, securities and funds pledged by the Indenture and to grant the lien granted by 
the Indenture thereon in the manner and to the extent provided in the Indenture.  The Grant Receipts and 
other moneys, securities and funds so pledged, and subject to such lien, are and will be free and clear of 
any pledge, lien, charge or encumbrance thereon or with respect thereto prior to, or of equal rank with, the 
pledge and lien created by the Indenture, and all action on the part of SANDAG to that end has been and 
will be duly and validly taken.  The Bonds and the provisions of the Indenture are and will be valid and 
legally enforceable obligations of SANDAG in accordance with their terms and the terms of the 
Indenture, except to the extent enforceability may be limited by bankruptcy, insolvency and other laws 
affecting conditions, rights or remedies and the availability of equitable remedies generally.  SANDAG 
covenants that upon the date of issuance of any of the Bonds, all conditions, acts and things required by 
the Constitution and laws of the State of California and the Indenture to exist, to have happened and to 
have been performed precedent to or in the issuance of such Bonds shall exist, have happened and have 
been performed.  SANDAG shall at all times, to the extent permitted by law, defend, preserve and protect 
the pledge of and lien on the Grant Receipts  and other moneys, securities and funds pledged under the 
Indenture and all the rights of the Owners under the Indenture against all claims and demands. 

 Indebtedness and Liens.  SANDAG shall not issue any bonds or other evidences of indebtedness, 
other than the Bonds and Subordinated Indebtedness, which are secured by a pledge of or lien on the 
Grant Receipts or the moneys, securities or funds held or set aside by SANDAG or by the Trustee under 
the Indenture, and shall not, except as expressly authorized in the Indenture, create or cause to be created 
any lien or charge on the Grant Receipts or such moneys, securities or funds; provided, however, that 
nothing contained in the Indenture shall prevent SANDAG from issuing evidences of indebtedness 
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payable from, or secured by the pledge of, Grant Receipts to be received on and after such date as the 
pledge of Grant Receipts provided in the Indenture shall be discharged and satisfied as provided in the 
Indenture. 

 Construction of Project.  SANDAG shall forthwith proceed to complete the construction of the 
Project in conformity with the Full Funding Grant Agreement and all requirements of all governmental 
authorities having jurisdiction, and in accordance with and as more fully shown on the plans therefor, and 
the specifications relative thereto, subject to such modifications of such plans and specifications as may 
be approved from time to time by SANDAG and which are permitted under the provisions of the Full 
Funding Grant Agreement. 

 Payment of Lawful Charges.  SANDAG shall pay or cause to be discharged, or will make 
adequate provision to satisfy and discharge, all judgments and court orders, and all lawful claims and 
demands for labor, materials, supplies or other objects which, if unsatisfied or unpaid, might by law 
become a lien upon the Grant Receipts; provided, however, that nothing in the Indenture contained shall 
require SANDAG to pay or cause to be discharged, or make provision for, any such lien or charge, so 
long as the validity thereof shall be contested in good faith and by appropriate legal proceedings. 

 Full Funding Grant Agreement.  SANDAG shall comply with all of the provisions of the Full 
Funding Grant Agreement so as to preserve at all times its right to receive Grant Receipts.  SANDAG 
shall file promptly with the Trustee a copy of the Full Funding Grant Agreement and each amendment 
thereof or supplement thereto.  The Trustee shall have no duty to review the Full Funding Grant 
Agreement or any amendment thereof or supplement thereto.  SANDAG shall not unilaterally terminate, 
or enter any agreement to terminate, the Full Funding Grant Agreement.  SANDAG will promptly request 
any payment for costs or any reimbursement for costs to which SANDAG is entitled under the Full 
Funding Grant Agreement.  SANDAG will pay over to the Trustee within one Business Day all Grant 
Receipts for application in accordance with the Indenture. 

 Accounts and Reports.  SANDAG shall keep proper books of record and account (separate from 
all other records and accounts) in which complete and correct entries shall be made of its transactions 
relating to the Project, the Grant Receipts and the funds, accounts and subaccounts established by the 
Indenture and any Supplemental Indenture, and which, shall at all reasonable times be available for the 
inspection of the Trustee (who shall have no duty to inspect) and the Owners of not less than 25 percent in 
principal amount of Outstanding Bonds or their representatives duly authorized in writing.  SANDAG 
further covenants that it will keep an accurate record of the Grant Receipts received and of the payment 
thereof to the Trustee.  

 Tax Covenants.   

(A) Special Definitions.  When used in the Indenture, the following terms have the following 
meanings: 

“Computation Date” has the meaning set forth in section 1.148-1(b) of the Tax 
Regulations. 

“Gross Proceeds” means any proceeds as defined in section 1.148-1(b) of the Tax 
Regulations (referring to sales, investment and transferred proceeds), and any replacement 
proceeds as defined in section 1.148-1(c) of the Tax Regulations, of the Bonds. 

“Investment” has the meaning set forth in section 1.148-1(b) of the Tax Regulations. 
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“Nonpurpose Investment” means any investment property, as defined in section 148(b) of 
the Code, in which Gross Proceeds of the Bonds are invested and that is not acquired to carry out 
the governmental purposes of the Bonds. 

“Rebate Amount” has the meaning set forth in section 1.148-1(b) of the Tax Regulations. 

“Yield” of 

(i) any Investment has the meaning set forth in section 1.148-5 of the Tax 
Regulations; and  

(ii) the Bonds has the meaning set forth in section 1.148-4 of the Tax Regulations. 
 

(B) Not to Cause Interest to Become Taxable.  SANDAG shall not use, permit the use of, or 
omit to use Gross Proceeds or any other amounts (or any property the acquisition, construction or 
improvement of which is to be financed directly or indirectly with Gross Proceeds) in a manner that if 
made or omitted, respectively, would cause the interest on any of the Bonds to become includable in the 
gross income, as defined in section 61 of the Code, of the owner thereof for federal income tax purposes.  
Without limiting the generality of the foregoing, unless and until SANDAG receives a written opinion of 
Bond Counsel to the effect that failure to comply with such covenant will not adversely affect the 
exemption from federal income tax of the interest on any Bond, SANDAG shall comply with each of the 
specific covenants in the Indenture. 

(C) No Private Use or Private Payments.  Except as would not cause any Bond to become a 
“private activity bond” within the meaning of section 141 of the Code and the Tax Regulations and 
rulings thereunder, SANDAG shall at all times prior to the payment and cancellation of the last Bond to 
be paid and canceled: 

(1) use its best efforts to ensure that SANDAG or a related local governmental entity 
exclusively own, operate and possess all property the acquisition, construction or improvement of 
which is to be financed or refinanced directly or indirectly with Gross Proceeds of the Bonds, and 
not use or permit the use of such Gross Proceeds (including all contractual arrangements with 
terms different than those applicable to the general public) or any property acquired, constructed 
or improved with such Gross Proceeds in any activity carried on by any person or entity 
(including the United States or any agency, department and instrumentality thereof) other than a 
state or local government, unless such use is solely as a member of the general public; and 

(2) not directly or indirectly impose or accept any charge or other payment by any 
person or entity who is treated as using Gross Proceeds of the Bonds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced directly or 
indirectly with such Gross Proceeds, other than taxes of general application within the jurisdiction 
of SANDAG or interest earned on investments acquired with such Gross Proceeds pending 
application for their intended purposes. 

(D) No Private Loan.  Except as would not cause any Bond to become a “private activity 
bond” within the meaning of section 141 of the Code and the Tax Regulations and rulings thereunder, 
SANDAG shall not use Gross Proceeds of any Bond to make or finance loans to any person or entity 
other than a state or local government.  For purposes of the foregoing covenant, such Gross Proceeds are 
considered to be “loaned” to a person or entity if: (a) property acquired, constructed or improved with 
such Gross Proceeds is sold or leased to such person or entity in a transaction that creates a debt for 
federal income tax purposes; (b) capacity in or service from such property is committed to such person or 
entity under a take-or-pay, output or similar contract or arrangement; or (c) indirect benefits of such Gross 
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Proceeds, or burdens and benefits of ownership of any property acquired, constructed or improved with 
such Gross Proceeds, are otherwise transferred in a transaction that is the economic equivalent of a loan. 

(E) Not to Invest at Higher Yield.  Except as would not cause any Bond to become an 
“arbitrage bond” within the meaning of section 148 of the Code and the Tax Regulations and rulings 
thereunder, SANDAG shall not at any time prior to the final maturity of the Bonds directly or indirectly 
invest Gross Proceeds in any Investment, if as a result of such investment the Yield of any Investment 
acquired with Gross Proceeds, whether then held or previously disposed of, would materially exceed the 
Yield of such Bond within the meaning of said section 148. 

(F) Not Federally Guaranteed.  Except to the extent permitted by section 149(b) of the Code 
and the Tax Regulations and rulings thereunder, SANDAG shall not take or omit to take any action that 
would cause any Bond to be “federally guaranteed” within the meaning of section 149(b) of the Code and 
the Tax Regulations and rulings thereunder. 

(G) Information Report.  SANDAG shall timely file any information required by section 
149(e) of the Code with respect to the Bonds with the Secretary of the Treasury on Form 8038-G or such 
other form and in such place as the Secretary may prescribe. 

(H) Rebate of Arbitrage Profits.  Except to the extent otherwise provided in section 148(f) of 
the Code and the Tax Regulations and rulings thereunder: 

(1) SANDAG shall account for all Gross Proceeds (including all receipts, 
expenditures and investments thereof) on its books of account separately and apart from all other 
funds (and receipts, expenditures and investments thereof) and shall retain all records of 
accounting for at least eight years after the day on which the last Bond is discharged.  However, 
to the extent permitted by law, SANDAG may commingle Gross Proceeds of the Bonds with its 
other money, provided that SANDAG separately accounts for each receipt and expenditure of 
Gross Proceeds and the obligations acquired therewith. 

(2) Not less frequently than each Computation Date, SANDAG shall calculate the 
Rebate Amount in accordance with rules set forth in section 148(f) of the Code and the Tax 
Regulations and rulings thereunder.  SANDAG shall maintain a copy of the calculation with its 
official transcript of proceedings relating to the issuance of the Bonds until eight years after the 
final Computation Date. 

(3) In order to assure the excludability of the interest on the Bonds from the gross 
income of the owners thereof for federal income tax purposes, SANDAG shall pay or cause the 
Trustee to pay on its behalf to the United States the amount that when added to the future value of 
previous rebate payments made for the Bonds equals (A) in the case of a Final Computation Date 
as defined in section 1.148-3(e)(2) of the Tax Regulations, one hundred percent (100%) of the 
Rebate Amount on such date; and (B) in the case of any other Computation Date, ninety percent 
(90%) of the Rebate Amount on such date.  In all cases, such rebate payments shall be made by 
SANDAG at the times and in the amounts as are or may be required by section 148(f) of the Code 
and the Tax Regulations and rulings thereunder, and shall be accompanied by Form 8038-T 
prepared by SANDAG or such other forms and information as is or may be required by section 
148(f) of the Code and the Tax Regulations and rulings thereunder for execution and filing by 
SANDAG. 

(4) SANDAG shall exercise reasonable diligence to assure that no errors are made in 
the calculations and payments required by paragraphs (i) and (ii) above, and if an error is made, 
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to discover and promptly correct such error within a reasonable amount of time thereafter (and in 
all events within one hundred eighty (180) days after discovery of the error), including payment 
to the United States of any additional Rebate Amount owed to it, interest thereon, and any penalty 
imposed under section 1.148-3(h) or other provision of the Tax Regulations. 

(I) Not to Divert Arbitrage Profits.  Except to the extent permitted by section 148 of the 
Code and the Tax Regulations and rulings thereunder, SANDAG shall not, at any time prior to the final 
maturity of the Bonds, enter into any transaction that reduces the amount required to be paid to the United 
States pursuant to the Indenture because such transaction results in a smaller profit or a larger loss than 
would have resulted if the transaction had been at arm's length and had the Yield on the Bonds not been 
relevant to either party. 

(J) Bonds Not Hedge Bonds. 

(i) SANDAG represents that the Bonds neither are nor will become “hedge bonds” 
within the meaning of section 149(g) of the Code. 

(ii) Without limitation of paragraph (I) above, with respect to the Bonds, (A) on the 
date of issuance of the Bonds, SANDAG reasonably expects that at least 85% of the spendable 
proceeds of the Bonds will be expended within the three-year period commencing on such date of 
issuance, and (B) no more than 50% of the proceeds of the Bonds will be invested in Nonpurpose 
Investments having a substantially guaranteed yield for a period of four years or more. 

(K) Elections.  Pursuant to the Indenture, SANDAG directs and authorizes any Authorized 
Officer to make elections permitted or required pursuant to the provisions of the Code or the Tax 
Regulations, as such Authorized Officer (after consultation with Bond Counsel) deems necessary or 
appropriate in connection with the Bonds, in the Tax Certificate or similar or other appropriate certificate, 
form or document. 

Notwithstanding any provision of the Indenture, if SANDAG shall receive a written opinion of 
Bond Counsel to the effect that any action required under the Indenture is no longer required, or to the 
effect that some further action is required, to maintain the exclusion from gross income of the interest on 
the Bonds pursuant to section 103 of the Code, SANDAG and the Trustee may rely conclusively on such 
opinion in complying with the provisions of the Indenture, and the covenants under the Indenture shall be 
deemed to be modified to that extent. 

Continuing Disclosure.  Pursuant to the Indenture, SANDAG covenants and agrees that it will 
comply with and carry out all of the provisions of the Continuing Disclosure Agreement.  
Notwithstanding any other provision of the Indenture, failure of SANDAG to comply with the Continuing 
Disclosure Agreement shall not be considered an Event of Default; however, any Owner or beneficial 
owner of 2019 Bonds may take such actions, as provided in the Continuing Disclosure Agreement, as 
may be necessary and appropriate to cause SANDAG to comply with its obligations under the Continuing 
Disclosure Agreement. 

FTA Funds.  SANDAG shall comply with all applicable laws of the United States of America 
and regulations of the FTA relating to the administration and disbursement of federal funds under 49 
United States Code Section 5309 that are to be provided for the Project in order to at all times facilitate 
the prompt receipt by SANDAG of Full Funding Grant Receipts.  All of such moneys constituting Grant 
Receipts, when received by SANDAG, shall be deposited promptly with the Trustee. 
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SANDAG shall use its best efforts to obtain or cause to be available for the funding of costs of 
the Project and related financing costs, all moneys identified under Attachment 3 of the Full Funding 
Grant Agreement.   

Events of Default and Remedies 

Events of Default.  Each of the following events is declared an “Event of Default”: 

(1) if a default shall occur in the due and punctual payment of the principal or 
Redemption Price of any Bond when and as the same shall become due and payable, whether at 
maturity or by call for redemption or otherwise; 

(2) if a default shall occur in the due and punctual payment of interest on any Bond, 
when and as such interest shall become due and payable; 

(3) if a default shall occur in the performance or observance by SANDAG of any 
other of the covenants, agreements or conditions in the Indenture or in the Bonds contained, and 
such default shall continue for a period of 60 days after written notice thereof to SANDAG by the 
Trustee or after written notice thereof to SANDAG and to the Trustee by the Owners of not less 
than a majority in principal amount of the Outstanding Bonds; or 

(4) if SANDAG shall file a petition seeking a composition of indebtedness under the 
federal bankruptcy laws or under any other applicable law or statute of the United States of 
America or of the State of California. 

Accounting and Examination of Records after Event of Default.  SANDAG covenants that if an 
Event of Default shall have happened and shall not have been remedied, the books of record and account 
of SANDAG and all other records relating to the Grant Receipts shall at all times be subject to the 
inspection and use of the Trustee and of its agents and attorneys. 

SANDAG covenants that if an Event of Default shall have happened and shall not have been 
remedied, SANDAG, upon demand of the Trustee, will account, as if it were the trustee of an express 
trust, for all and other moneys, securities and funds held by SANDAG pursuant to the terms of the 
Indenture for such period as shall be stated in such demand. 

Application of Grant Receipts and Other Moneys after Event of Default.  SANDAG covenants 
that if an Event of Default shall happen and shall not have been remedied, SANDAG, upon demand of the 
Trustee, shall pay over or cause to be paid over to the Trustee (i) forthwith, all moneys, securities and 
funds then held by SANDAG in any fund, account or subaccount pursuant to the terms of the Indenture, 
and (ii) all Grant Receipts as promptly as practicable after receipt thereof. 

During the continuance of an Event of Default, the Trustee shall apply such moneys, securities, 
funds and Grant Receipts and the income therefrom as follows and in the following order: 

(1) to the payment of the reasonable fees, charges and expenses of the Trustee, 
including the reasonable fees and expenses of counsel and advisors employed by it pursuant to 
this Article; 

(2) to the payment of the principal of, Redemption Price of and interest on the Bonds 
then due, as follows: 
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 First:   to the payment to the persons entitled thereto of all installments of 
interest then due on the Bonds in the order of the maturity of such installments, together 
with accrued and unpaid interest on the Bonds theretofore called for redemption, and, if 
the amount available shall not be sufficient to pay in full any installment or installments 
of interest maturing on the same date, then to the payment thereof ratably, according to 
the amounts due thereon, to the persons entitled thereto, without any discrimination or 
preference; and 
 
 Second: to the payment to the persons entitled thereto of the unpaid principal or 
Redemption Price of any Bonds which shall have become due, whether at maturity or by 
call for redemption in the order of their due dates, and, if the amount available shall not 
be sufficient to pay in full all the Bonds due on any date, then to the payment thereof 
ratably, according to the amounts of principal or Redemption Price due on such date, to 
the persons entitled thereto, without any discrimination or preference. 

 
If and whenever all overdue installments of principal and Redemption Price of and interest on all 

Bonds, together with the reasonable fees, charges and expenses of the Trustee, and all other overdue sums 
payable by SANDAG under the Indenture, including the overdue principal and Redemption Price of and 
accrued unpaid interest on all Bonds held by or for the account of SANDAG, or provision satisfactory to 
the Trustee shall be made for such payment, and all defaults under the Indenture or the Bonds shall be 
made good or secured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate 
shall be made therefor, the Trustee shall pay over to SANDAG all moneys, securities and funds then 
remaining unexpended in the hands of the Trustee (except moneys, securities and funds deposited or 
pledged, or required by the terms of the Indenture to be deposited or pledged, with the Trustee), and 
thereupon SANDAG, the Trustee and the Owners shall be restored, respectively, to their former positions 
and rights under the Indenture.  No such payment over to SANDAG by the Trustee nor such restoration of 
SANDAG and the Trustee to their former positions and rights shall extend to or affect any subsequent 
default under the Indenture or impair any right consequent thereon. 

Proceedings Brought by Trustee.  If an Event of Default shall happen and shall not have been 
remedied, then and in every such case, the Trustee, by its agents and attorneys, may proceed, and upon 
identical written request of the Owners of not less than a majority in principal amount of the Bonds 
Outstanding and upon being indemnified to its satisfaction shall proceed, to protect and enforce its rights 
and the rights of the Owners of the Bonds under the Indenture forthwith by a suit or suits in equity or at 
law, whether for the specific performance of any covenant contained in the Indenture, or in aid of the 
execution of any power granted in the Indenture, or for an accounting against SANDAG as if SANDAG 
were the trustee of an express trust, or in the enforcement of any other legal or equitable right as the 
trustee, being advised by counsel, shall deem most effectual to enforce any of its rights or to perform any 
of its duties under the Indenture. 

All rights of action under the Indenture may be enforced by the Trustee without the possession of 
any of the Bonds or the production thereof in any suit or other proceeding, and any such suit or other 
proceeding instituted by the Trustee shall be brought in its name. 

All actions against SANDAG under the Indenture shall be brought in a state or federal court 
located in the County of San Diego, California. 

The Owners of not less than a majority in principal amount of the Bonds at the time Outstanding 
may direct the time, method and place of conducting any proceedings to be taken in connection with the 
enforcement of the terms and conditions of the Indenture or for the enforcement of any remedy available 
to the Trustee, or exercising any trust or power conferred upon the Trustee, provided that the Trustee shall 
have the right to decline to follow any such direction if the Trustee shall be advised by counsel that the 
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action or proceeding so directed may not lawfully be taken, or if the Trustee in good faith shall determine 
that the action or proceeding so directed would involve the Trustee in personal liability or be unjustly 
prejudicial to the Owners not parties to such direction. 

Upon commencing any suit at law or in equity or upon commencement of other judicial 
proceedings by the Trustee to enforce any right under the Indenture, the Trustee shall be entitled to 
exercise any and all rights and powers conferred in the Indenture and provided to be exercised by the 
Trustee upon the occurrence of any Event of Default. 

Regardless of the happening of an Event of Default, the Trustee shall have power, but unless 
requested in writing by the Owners of a majority in principal amount of the Bonds then Outstanding, and 
furnished with security and indemnity satisfactory to the Trustee, shall be under no obligation, to institute 
and maintain such suits and proceedings as may be necessary or expedient to prevent any impairment of 
the security under the Indenture and to preserve or protect its interests and the interest of the Owners. 

Restriction on Owners’ Action.  No Owner of any Bond shall have any right to institute any suit 
or proceeding at law or in equity for the enforcement or violation of any provision of the Indenture or the 
execution of any trust under the Indenture or for any remedy under the Indenture, unless such Owner shall 
have previously given to the Trustee written notice of the happening of an Event of Default, as provided 
in this Article, and the Owners of at least a majority in principal amount of the Bonds then Outstanding 
shall have filed a written request with the Trustee, and shall have offered it reasonable opportunity either 
to exercise the powers granted in the Indenture or by the laws of the State of California or to institute such 
suit or proceeding in its own name, and unless such Owners shall have offered to the Trustee adequate 
security and indemnity against the costs, expenses and liabilities to be incurred therein or thereby, and the 
Trustee shall have refused or failed to comply with such request within 60 days after receipt by it of such 
notice, request and offer of indemnity, it being understood and intended that no one or more Owners shall 
have any right in any manner whatever by its or their action to affect, disturb or prejudice the pledge 
created by the Indenture or to enforce any right under the Indenture, except in the manner provided in the 
Indenture; and that all proceedings at law or in equity to enforce any provision of the Indenture shall be 
instituted, had and maintained in the manner provided in the Indenture and for the equal benefit of all 
Owners of the Outstanding Bonds, subject only to the provisions of the Indenture. 

Nothing in the Indenture or in the Bonds contained shall affect or impair the obligation of 
SANDAG, which is absolute and unconditional, to pay at the respective dates of maturity and places 
therein expressed the principal of and interest on the Bonds to the respective Owners thereof, or affect or 
impair the right of action, which is also absolute and unconditional, of any Owner to enforce such 
payment of its Bond from the sources provided in the Indenture. 

Remedies Not Exclusive.  No remedy by the terms of the Indenture conferred upon or reserved to 
the Trustee or the Owners is intended to be exclusive of any other remedy, but each remedy shall be 
cumulative and shall be in addition to every other remedy given under the Indenture or existing at law or 
in equity or by statute on or after the date of the execution and delivery of the Indenture. 

Effect of Waiver and Other Circumstances.  No delay or omission of the Trustee or any Owner 
to exercise any right or power arising upon the happening of an Event of Default shall impair any right or 
power or shall be construed to be a waiver of any such default or be an acquiescence therein. 

The Owners of not less than two-thirds in principal amount of the Bonds at the time Outstanding, 
or their attorneys-in-fact duly authorized may on behalf of the Owners of all of the Bonds waive any past 
default under the Indenture and its consequences, except a default in the payment of interest on or 
principal or Redemption Price of any of the Bonds.  No such waiver shall extend to any subsequent or 
other default or impair any right consequent thereon. 
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Notice of Event of Default.  The Trustee shall promptly mail written notice of the occurrence of 
any Event of Default to the Owners of the Bonds.  

Concerning the Trustee  

 Certain Permitted Acts.  The Trustee may become the Owner of any Bonds, with the same rights 
it would have if it were not the Trustee.  To the extent permitted by law, the Trustee may act as depositary 
for, and permit any of its officers or directors to act as a member of, or in any other capacity with respect 
to, any committee formed to protect the rights of Owners or to effect or aid in any reorganization growing 
out of the enforcement of the Bonds or the Indenture, whether or not any such committee shall represent 
the Owners of a majority in principal amount of the Bonds then Outstanding.  The Trustee may execute 
any of the trusts or powers of the Indenture and perform any of its duties by or through attorneys, agents 
or receivers and shall not be answerable for the conduct of the same if appointed with due care under the 
Indenture, and shall be entitled to advice of counsel concerning all matters of trusts of the Indenture and 
duties under the Indenture, and may in all cases pay such reasonable compensation to any attorney, agent, 
receiver, or employee retained or employed by it in connection with the Indenture.  The Trustee may act 
upon the opinion or advice of an attorney or accountant selected by it in the exercise of reasonable care 
or, if selected or retained by SANDAG, approved by the Trustee in the exercise of such care.  The Trustee 
shall not be responsible for any loss or damage resulting from any action or nonaction based on its good 
faith reliance upon such opinion or advice. 

At any and all reasonable times, the Trustee, and its duly authorized agents, attorneys, experts, 
accountants and representatives, shall have the right (but not any duty) fully to inspect any and all books, 
papers and records of SANDAG pertaining to the Bonds, and to take such memoranda from and in regard 
thereto as may be desired. 

Resignation of Trustee.  The Trustee may at any time resign and be discharged of the duties and 
obligations imposed upon it by the Indenture by giving not less than 60 days’ written notice to SANDAG, 
all Owners of the Bonds, and each Credit Bank and Bond Insurer, if any, and such resignation shall take 
effect upon the day specified in such notice but only if a successor shall have been appointed by 
SANDAG or the Owners as provided in the Indenture, in which event such resignation shall take effect 
immediately on the appointment of such successor whether or not the date specified for such resignation 
to take effect has arrived.  If a successor Trustee shall not have been appointed within a period of 60 days 
following the giving of notice, then the Trustee shall be authorized to petition any court of competent 
jurisdiction to appoint a successor Trustee as provided in the Indenture. 

Removal of Trustee.  The Trustee may be removed at any time by an instrument in writing 
delivered to the Trustee and signed by SANDAG; provided, however, that if an Event of Default shall 
have occurred and be continuing, the Trustee may be so removed by SANDAG only with the written 
concurrence of the Owners of a majority in principal amount of Bonds then Outstanding.  The Trustee 
may be removed at any time by the Owners of a majority in principal amount of the Bonds then 
Outstanding, excluding any Bonds held by or for the account of SANDAG, by an instrument or 
concurrent instruments in writing signed and duly acknowledged by such Owners or their attorneys-in-
fact duly authorized, and delivered to SANDAG.  Copies of each such instrument shall be delivered by 
SANDAG to the Trustee. 

Appointment of Successor Trustee.  In case at any time the Trustee shall resign or shall be 
removed or shall become incapable of acting, or shall be adjudged a bankrupt or insolvent, or if a 
receiver, liquidator or conservator of the Trustee, or of its property, shall be appointed, or if any public 
officer or court shall take charge or control of the Trustee, or of its property or affairs, SANDAG shall 
appoint a successor Trustee.  SANDAG shall cause notice of any such appointment by it made to be 
mailed to all Owners of the Bonds. 
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If no appointment of the Trustee shall be made by SANDAG pursuant to the provisions of the 
Indenture, the Owner of any Bond Outstanding under the Indenture may apply to any court of competent 
jurisdiction to appoint a successor Trustee.  Such court may thereupon, after such notice, if any, as such 
court may deem proper and prescribe, appoint a successor Trustee. 

Any Trustee appointed under the provisions of the Indenture in succession to the Trustee shall be 
a bank or trust company or national banking association, doing business and having a corporate trust 
office in the State of California, and having capital stock and surplus aggregating at least $500,000,000, if 
there be such a bank or trust company or national banking association willing and able to accept the office 
on reasonable and customary terms and authorized by law to perform all the duties imposed upon it by the 
Indenture. 

Merger or Consolidation.  Any company into which the Trustee may be merged or converted or 
with which it may be consolidated or any company resulting from any merger, conversion or 
consolidation to which it shall be a party or any company to which all or substantially all of the corporate 
trust business of the Trustee may be sold or transferred, shall be the successor to the Trustee and be bound 
to the obligations and duties of the Trustee under the Indenture without the execution or filing of any 
paper or the performance of any further act, unless such successor delivers written notice of its 
resignation pursuant to the provisions of this Article; provided, however, that such company shall be a 
bank or trust company organized under the laws of any state of the United States or a national banking 
association and shall be authorized by law to perform all the duties imposed upon it by the Indenture. 

Trustee Not Deemed to Have Notice of Default.  The Trustee shall not be deemed to have notice 
of any default under the Indenture except a Bond payment default under the Indenture or the failure of 
SANDAG to file with the Trustee any document required by the Indenture unless any officer in its 
corporate trust office shall have actual knowledge thereof or the Trustee shall be specifically notified in 
writing of such default by SANDAG or by the Owners of not less than a majority in principal amount of 
the Bonds Outstanding; and all notices or other instruments required by the Indenture to be delivered to 
the Trustee must, in order to be effective, be delivered at the corporate trust office of the Trustee. 

Monthly Reports by Trustee.  Within 15 days after the end of each calendar month, the Trustee 
shall prepare a written report for each fund, account and subaccount held by it pursuant to the provisions 
of the Indenture.  Such report shall set out the receipts and disbursements, both principal and income, and 
shall list the Permitted Investments held by the Trustee at the end of the month.  A copy of each such 
report shall be furnished to SANDAG and any persons designated by SANDAG.  In addition, the Trustee 
shall, at any time when requested, including, without limitation, any request at the time of the resignation 
of the Trustee, furnish to SANDAG and any persons designated by SANDAG a report of the amount of 
moneys, including Permitted Investments, held in each fund, account or subaccount by the Trustee.  For 
purposes of this certification, the Permitted Investments in each such fund, account and subaccount shall 
be treated as having a value equal to their aggregate market value as of the date of the request. 

Supplemental Indentures 

 Supplemental Indentures Not Requiring Consent of Owners.  SANDAG and the Trustee may 
without the consent of, or notice to, any of the Owners, enter into a Supplemental Indenture or 
Supplemental Indentures as shall not be inconsistent with the terms and provisions of the Indenture for 
any one or more of the following purposes: 

(1) to authorize Refunding Bonds and to specify, determine or authorize any matters 
and things concerning any such Bonds which are not contrary to or inconsistent with the 
Indenture; 

(2) to close the Indenture against, or impose additional limitations or restrictions on, 
the issuance of Bonds, or of other notes, bonds, obligations or evidences of indebtedness; 
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(3) to impose additional covenants or agreements to be observed by SANDAG; 

(4) to impose other limitations or restrictions upon SANDAG; 

(5) to surrender any right, power or privilege reserved to or conferred upon 
SANDAG by the Indenture; 

(6) to confirm, as further assurance, any pledge of or lien upon the Grant Receipts or 
any other moneys, securities or funds; 

(7) authorize the issuance of Subordinated Indebtedness and in connection therewith, 
specify and determine any matters and things relative thereto which are not contrary to or 
inconsistent with the Indenture as then in effect; 

(8) to cure any ambiguity, omission or defect in the Indenture; 

(9) to provide for the appointment of a successor securities depository in the event 
any Series of Bonds is held in book-entry only form; 

(10) to provide for the appointment of any successor Trustee; and 

(11) to make any other change does not materially and adversely affect the interests of 
the Owners. 

Each Supplemental Indenture described in the Indenture shall be accompanied, when filed with 
the Trustee, by a Counsel’s Opinion to the effect that such Supplemental Indenture has been duly 
authorized by SANDAG in accordance with the provisions of the Indenture, is authorized or permitted by 
the Indenture and, when executed and delivered, will be valid and binding upon SANDAG, the Owners 
and the Trustee.  

Powers of Amendment.  Except for Supplemental Indentures described in the Indenture, any 
modification or amendment of the Indenture and of the rights and obligations of SANDAG and of the 
Owners of the Bonds under the Indenture, in any particular, may be made by a Supplemental Indenture 
with the written consent given as provided in the Indenture (i) of the Owners of at least a majority in 
principal amount of the Bonds Outstanding at the time such consent is given, and (ii) in case less than all 
of the several Series of Bonds then outstanding are affected by the modification or amendment, of the 
Owners of at least a majority in principal amount of the Bonds of each Series so affected and Outstanding 
at the time such consent is given; provided, however, that if such modification or amendment will, by its 
terms, not take effect so long as any Bonds of any specified like Series and maturity remain Outstanding, 
the consent of the Owners of such Bonds shall not be required and such Bonds shall not be deemed to be 
Outstanding for the purpose of any calculation of Outstanding Bonds under the Indenture.  No such 
modification or amendment shall permit a change in the terms of redemption or maturity of the principal 
of any Outstanding Bonds, or of any installment of interest thereon or a reduction in the principal amount 
or the Redemption Price thereof or in the rate of interest thereon without the consent of the Owner of such 
Bond, or shall reduce the percentages or otherwise affect the classes of Bonds the consent of the Owners 
of which is required to effect any such modification or amendment, or shall change or modify any of the 
rights or obligations of the Trustee without its written assent thereto.  For the purposes of the Indenture, a 
Series shall be deemed to be affected by a modification or amendment of the Indenture if the same 
adversely affects or diminishes the rights of the Owners of Bonds of such Series.  The Trustee may 
conclusively rely upon an opinion of Bond Counsel or a Counsel’s Opinion as to whether or not the rights 
of the Owners of Bonds of any particular Series or maturity would be adversely affected or diminished by 
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any such modification or amendment, and its determination shall be binding and conclusive on SANDAG 
and all Owners of the Bonds. 

Consent of Owners.  SANDAG may at any time authorize the execution and delivery of a 
Supplemental Indenture making a modification or amendment permitted by the provisions of the 
Indenture, to take effect when and as provided in the Indenture.  Subject to the provisions of the 
Indenture, the rights of the Owner of an Insured Bond to take any action pursuant to the Indenture are 
abrogated and the Bond Insurer may exercise the rights of the Owner of any Insured Bond that is entitled 
to the benefits of the Bond Insurance Policy issued by the Bond Insurer for the purpose of any approval, 
request, demand, consent, waiver or other instrument of similar purpose pursuant to any provision of the 
Indenture.    Upon the authorization of such Supplemental Indenture, a copy thereof shall be delivered to 
and held by the Trustee for the inspection of the Owners.  A copy of such Supplemental Indenture (or 
summary thereof or reference thereto) together with a request to Owners for their consent thereto, shall be 
furnished to the Trustee by SANDAG and mailed to the Owners, but failure to mail such copy and request 
shall not affect the validity of such Supplemental Indenture when consented to as provided in the 
Indenture.  Such Supplemental Indenture shall not be effective unless and until, and shall take effect in 
accordance with its terms when (a) there shall have been filed with the Trustee (i) the written consents of 
the Owners of the required principal amount of Outstanding Bonds, and (ii) a Counsel’s Opinion stating 
that the execution and delivery of such Supplemental Indenture has been duly authorized by SANDAG in 
accordance with the provisions of the Indenture, is authorized or permitted by the Indenture and, when 
effective, will be valid and binding upon SANDAG, the Owners and the Trustee, and (b) a notice shall 
have been mailed as provided in the Indenture.  A certificate or certificates by the Trustee delivered to 
SANDAG that consents have been given by the Owners of the Bonds described in such certificate or 
certificates of the Trustee shall be conclusive.  Any such consent shall be binding upon the Owner of the 
Bonds giving such consent and upon any subsequent Owner of such Bonds and of any Bonds issued in 
exchange therefor whether or not such subsequent Owner has notice thereof; provided, however, that any 
consent may be revoked by any Owner of such Bonds by filing with the Trustee, prior to the time when 
the Trustee’s written statement referred to in the Indenture is filed, a written revocation, with proof that 
such Bonds are held by the signer of such revocation.  The fact that a consent has not been revoked may 
be proved by a certificate of the Trustee to the effect that no revocation thereof is on file with it.  Any 
consent, or revocation thereof, may be delivered or filed prior to any mailing or publication required by 
this Article and shall not be deemed ineffective by reason of such prior delivery or filing.  Within 30 days 
of any date on which the consents on file with the Trustee and not theretofore revoked shall be sufficient 
under the Indenture, the Trustee shall make and deliver to SANDAG a written statement that the consents 
of the Owners of the required principal amount of Outstanding Bonds have been filed with the Trustee.  
Such written statement shall be conclusive that such consents have been so filed.  Any time thereafter 
notice, stating in substance that the Supplemental Indenture has been consented to by the Owners of the 
required principal amount of Outstanding Bonds and will be effective as provided in the Indenture, shall 
be given by mailing to the Owners (but failure to mail such notice or any defect therein shall not prevent 
such Supplemental Indenture from becoming effective and binding).  The Trustee shall deliver to 
SANDAG proof of the mailing of such notice.  A record, consisting of the information required or 
permitted by the Indenture to be delivered by or to the Trustee, shall be proof of the matters therein stated. 

Exclusion of Bonds.  Bonds owned or held by or for the account of SANDAG shall not be 
deemed Outstanding and shall be excluded for the purpose of any calculation required by this Article.  At 
the time of any consent or other action taken under this Article, SANDAG shall furnish the Trustee a 
certificate of an Authorized Officer, upon which the Trustee may rely, identifying all Bonds so to be 
excluded. 

Notation on Bonds.  Bonds authenticated and delivered after the effective date of any action 
taken as in Article X or this Article provided may, and if the Trustee so determines shall, bear a notation 
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by endorsement or otherwise in form approved by SANDAG and the Trustee as to such action, and upon 
demand of the Owner of any Bond Outstanding at such effective date and presentation of its Bond to the 
Trustee, suitable notation shall be made on such Bond by the Trustee as to any such action.  If SANDAG 
or the Trustee shall so determine, new Bonds so modified which, in the opinion of the Trustee and 
SANDAG, conform to such action may be prepared, authenticated and delivered, and upon demand of the 
Owner of any Bond then Outstanding shall be exchanged, without cost to such Owner, for such Bond then 
Outstanding. 

Defeasance 

 If SANDAG shall pay or cause to be paid or there shall otherwise be paid to the Owners of all 
Bonds the principal or Redemption Price, if applicable, and interest due or to become due thereon, at the 
times and in the manner stipulated therein and in the Indenture, then the pledge of any Grant Receipts  
and other moneys and securities pledged under the Indenture and all covenants, agreements and other 
obligations of SANDAG to the Owners shall thereupon be discharged and satisfied.  In such event, the 
Trustee, upon request of SANDAG, shall provide an accounting of the assets managed by the Trustee to 
be prepared and filed with SANDAG for any year or part thereof requested, and shall execute and deliver 
to SANDAG all such instruments as may be desirable to evidence such discharge and satisfaction, and the 
Trustee shall pay over or deliver to SANDAG all moneys and securities held by them pursuant to the 
Indenture which are not required for the payment of Bonds not previously surrendered for such payment 
or redemption.  If SANDAG shall pay or cause to be paid, or there shall otherwise be paid, to the Owners 
of all Outstanding Bonds of a particular Series, maturity within a Series or portion of any maturity within 
a Series (which portion shall be selected by lot by the Trustee in the manner provided in the Indenture for 
the selection of Bonds to be redeemed in part), the principal or Redemption Price, if applicable, thereof 
and interest due or to become due thereon, at the times and in the manner stipulated therein and in the 
Indenture, such Bonds shall cease to be entitled to any lien, benefit or security under the Indenture, and all 
covenants, agreements and obligations of SANDAG to the Owners of such Bonds and to the Trustee shall 
thereupon be discharged and satisfied. 

 Bonds or interest installments for the payment or redemption of which moneys shall have been 
set aside and held in trust by the Trustee at or prior to their maturity or redemption date shall be deemed 
to have been paid within the meaning of and with the effect expressed in the Indenture if SANDAG shall 
have delivered to or deposited with the Trustee (i) irrevocable instructions to pay of redeem all of said 
Bonds in specified amounts no less than the respective amounts of, and on specified dates no later than 
the respective due dates of, their principal, (ii) irrevocable instructions to publish or mail the required 
notice of redemption of any Bonds so to be redeemed, (iii) either moneys in an amount which shall be 
sufficient, or Defeasance Securities the principal of and the interest on which when due will provide 
moneys which, together with the moneys, if any, deposited with the Trustee at the same time, shall be 
sufficient to pay when due the principal or Redemption Price, if applicable, and interest due and to 
become due on said Bonds on and prior to each specified redemption date or maturity date thereof, as the 
case may be, and (iv) if any of said Bonds are not to be redeemed within the next succeeding 60 days, 
irrevocable instructions to mail to all Owners of said Bonds a notice that such deposit has been made with 
the Trustee and that said Bonds are deemed to have been paid in accordance with the Indenture and 
stating the maturity or redemption date upon which moneys are to be available for the payment of the 
principal or Redemption Price, if applicable, of said Bonds.  In connection with any such redemption, 
SANDAG shall cause to be delivered a verification report of an independent, nationally recognized 
certified public accountant regarding the cash flow sufficiency of the deposit.  If a forward supply 
contract is employed in connection with the refunding, (i) such verification report shall expressly state 
that the adequacy of the escrow to accomplish the refunding relies solely on the initial escrowed 
investments and the maturing principal thereof and interest income thereon and does not assume 
performance under or compliance with the forward supply contract, and (ii) the applicable escrow 
agreement shall provide that in the event of any discrepancy or difference between the terms of the 
forward supply contract and the escrow agreement, the terms of the escrow agreement shall be 
controlling.  The Defeasance Securities and moneys deposited with the Trustee pursuant to the Indenture 
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shall be held in trust for the payment of the principal or Redemption Price, if applicable, and interest on 
said Bonds.  No payments of principal of any such Defeasance Securities or interest thereon shall be 
withdrawn or used for any purpose other than the payment of such principal or Redemption Price of, or 
interest on, said Bonds unless after such withdrawal the amount held by the Trustee and interest to accrue 
on Defeasance Securities so held shall be sufficient, as verified by an independent, nationally recognized 
certified public accountant, to provide fully for the payment of the principal of or Redemption Price and 
interest on such Bonds, at maturity or upon redemption, as the case may be. 

 Amounts deposited with the Trustee for the payment of the principal of and interest on any Bonds 
deemed to be paid pursuant to the Indenture, if so directed by SANDAG, shall be applied by the Trustee 
to the purchase of such Bonds in accordance with this subsection.  Bonds for which a redemption date has 
been established may be purchased on or prior to the forty-fifth day preceding the redemption date.  The 
principal amount of Bonds to be redeemed shall be reduced by the principal amount of Bonds so 
purchased.  Bonds which mature on a single future date may be purchased at any time prior to the 
maturity date.  All such purchases shall be made at prices not exceeding the applicable principal amount 
or Redemption Price established pursuant to the Indenture, plus accrued interest, and such purchases shall 
be made in such manner as SANDAG shall determine.  No purchase shall be made by the Trustee 
pursuant to this subsection if such purchase would result in the Trustee holding less than the moneys and 
Defeasance Securities required to be held for the payment of all other Bonds deemed to be paid pursuant 
to the Indenture, as verified by an independent, nationally recognized certified public accountant. 

 SANDAG may purchase with any available funds any Bonds deemed to be paid pursuant to the 
Indenture in accordance with this subsection.  Bonds for which a redemption date has been established 
may be purchased by SANDAG on or prior to the forty-fifth day preceding the redemption date.  On or 
prior to the forty-fifth day preceding the redemption date SANDAG shall give notice to the Trustee of its 
intention to surrender such Bonds on the redemption date.  The Trustee shall proceed to call for 
redemption the remainder of the Bonds due on the redemption date and shall pay to SANDAG on the 
redemption date the Redemption Price of and interest on such Bonds upon surrender of such Bonds to the 
Trustee.  Bonds which mature on a single future date may be purchased at any time prior to the maturity 
date.  The Trustee shall pay to SANDAG the principal amount of and interest on such Bonds upon 
surrender of such Bonds on the maturity date.  

 Anything in the Indenture to the contrary notwithstanding, any moneys held by the Trustee in 
trust for the payment and discharge of any of the Bonds which remain unclaimed for two years after the 
date when such Bonds have become due and payable, either at their stated maturity dates or by call for 
earlier redemption, if such moneys were held by the Trustee at such date, or for two years after the date of 
deposit of such moneys if deposited with the Trustee after the said date when such Bonds become due and 
payable, shall be repaid by the Trustee to SANDAG, as its absolute property and free from trust, and the 
Trustee shall thereupon be released and discharged with respect thereto and the Owners of such Bonds 
shall look only to SANDAG for the payment of such Bonds. 
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December 21, 2018 

Honorable Chair and Members of the Board of Directors 
San Diego Association of Governments 

We are pleased to present the basic financial statements of the San Diego 
County Regional Transportation Commission (Commission), a blended 
component unit of the San Diego Association of Governments (SANDAG), for 
the fiscal year ended June 30, 2018. Responsibility for both the accuracy of the 
data and the completeness and fairness of the presentation, including all 
disclosures, rests with management of SANDAG. A comprehensive framework 
of internal controls has been designed and implemented to ensure the assets 
of the Commission are protected from loss, theft, or misuse, and to ensure that 
financial information is accurate and complete. Because the cost of internal 
control should not exceed anticipated benefits, the objective is to provide 
reasonable, rather than absolute, assurance that the financial statements are 
free of any material misstatements. 

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 changes in financial position including results of the 
Commission’s operations. All disclosures necessary to enable the reader to gain 
an understanding of the Commission’s financial activities have been included. 

Crowe LLP has issued an unmodified (“clean”) opinion on the Commission’s 
financial statements for the fiscal year ended June 30, 2018. 

Management’s Discussion and Analysis (MD&A) immediately follows the 
independent auditor’s report and provides a narrative introduction, overview, 
and analysis of the basic financial statements. MD&A complements this letter 
of transmittal and should be read in conjunction with it. 

Reporting Entity 

SANDAG is the San Diego 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 that go beyond jurisdictional 
boundaries, such as transportation, growth management, environmental 
quality, and other 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. 
Caltrans, United States Department of Defense, San Diego Unified Port District, 
San Diego Metropolitan Transit System (MTS), North County Transit District 
(NCTD), San Diego County Water Authority, Imperial County, Southern 
California Tribal Chairmen’s Association, and Mexico (Consulate General of 
Mexico) are nonvoting advisory members of SANDAG.
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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 (Peace, 2003), as amended by Assembly Bill 361 
(Kehoe, 2003), called for the consolidation of certain MTS and NCTD transit functions into SANDAG. 
SANDAG is now responsible for long-range transit planning, programming, project development, and 
construction of transportation projects in the region. This structure is intended to streamline regional 
decision making to improve the transportation system, protect open space and habitat, bolster our 
infrastructure, and sustain our quality of life. 

The Commission is a blended component unit of SANDAG and therefore, is considered part of the 
SANDAG primary government. The SANDAG 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 one-half percent sales 
tax. This tax became effective on April 1, 1988, as a result of the passage of Proposition A – The 
San Diego County Transportation Improvement Program, known as TransNet. The sales tax funds are 
used for highway, public transit, local street and road improvements, bicycle and pedestrian facilities, 
and administration. 

In November 2004, the voters of San Diego County extended the one-half cent sales tax another 
40 years to 2048. The extension of TransNet will help SANDAG continue to implement the region’s 
transportation program, as well as provide funding for bicycle, pedestrian, and neighborhood safety 
projects; major corridor capital projects; environmental mitigation projects; smart growth projects; 
local street and road projects; transit system projects; and operation of the new transit services. 
The Extension 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 also helps ensure that all voter mandates are 
carried out as required and develops 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, which is updated at 
least annually. A summary of the most recent POF is provided near the end of this letter. 

San Diego’s Regional Economy 

Basics of the San Diego Economy 

San Diego is a diverse, growing region of just under 3.4 million people, who are younger than the 
national average, richer in terms of per capita income, and better educated with more college and 
advanced degrees. The $215 billion economy is also diverse and well positioned for the future in 
innovative and recession-resilient sectors. 
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Blessed with a beautiful natural environment, 70 miles of coastline, mild weather, and a plethora of 
outdoor activities, the city is often referred to as “America’s Finest City.” This moniker pays tribute to 
the natural amenities that make San Diego one of the most desirable places to live and work in the 
nation, and one to which most people would consider relocating. 

This offers employers a highly skilled workforce, and forecasts for the next 20 years show a growing 
population, adding roughly 20,000 residents annually. The San Diego job base and economy continue 
to diversify over the forecast period, and the housing market that took a significant hit during the 
great recession has recovered to pre-recession levels. 

History of the San Diego Economy 

Once characterized as a sleepy Navy town, and later as a tourist destination, San Diego’s economy 
has diversified and matured over the last 75 years. San Diego is a region of just over 3.3 million people. 
Before WWII, 70 percent of jobs in the local economy were in traditional sectors such as the Military, 
Manufacturing, Construction, Finance, and Retail and Wholesale Trade; today it is less than 50 
percent. The military accounted for about 20 percent of the region’s employment in 1940 (and 
ballooned to nearly half during the early 1950s) and stayed prominent throughout the Cold War. 

The 1960s brought the emergence of the Tourism and Hospitality industry, the opening of 
UC San Diego (which became a key economic engine), as well as the approval of maquiladoras in 
Mexico, allowing U.S. firms access to low-cost manufacturing. By the 1980s, tourism was booming, 
and the nascent life sciences sector was beginning to take root. Base Re-alignment and Closure 
(BRAC), shuttered the Naval Training Center in the early 1990s and helped reduce the Military sector 
to today’s 8 percent, despite a steady military presence. The 2000s brought the dot-com bust, 9/11, 
and the Great Recession. 

Today, San Diego boasts an economy that is not dominated by any one sector and, in fact, no sector 
accounts for more than 16 percent of the regional economy. Several sectors are “economic drivers,” 
specifically Tourism, the Military, and the “Innovation” sectors, which together make up almost a 
third of the regional economy. Tourism is a clear winner, with the weather, beaches, San Diego Zoo, 
and Convention Center. The Military is pivoting toward Asia and has committed to San Diego, as have 
many military contractors, like General Dynamics (makers of the Predator drone) and ViaSat (satellite 
communications leaders). Moreover, Innovation will continue to drive San Diego’s economy, with 
forward-looking technologies with massive growth potential from companies like Illumina 
(revolutionized DNA sequencing with tremendous potential to improve health care and quality of 
life), PacketSled and SPAWAR (cybersecurity experts), and Nuvasive (most used products and 
techniques for adult back surgeries). 
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San Diego also fares well in industries like Health Care, Education, and a lean Government sector. 
These sectors are generally population driven (rising in tandem with population), and together with 
the economic driver sectors, have proven through the Great Recession to be less affected by 
economic cycles. In sum, “recession-resilient” sectors account for 58 percent of the San Diego 
economy. 

Many of these sectors are physically clustered in San Diego’s “employment centers,” which allow 
opportunities to develop a more compact development pattern. In analyzing the travel patterns, 
regional agencies can plan for improved transportation options, such as the in-progress Mid-Coast 
Corridor Transit Project. 
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Sectors of the San Diego Economy 

As mentioned, the San Diego economy is balanced and not reliant on any one industry, with the 
largest sector accounting for 16 percent of regional employment. The diverse distribution of 
employment helps buffer San Diego from economic downturns, with 58 percent of regional 
employment in recession-resilient sectors (i.e., sectors less impacted by national business cycles). The 
Military and Tourism sectors provide a stable and diverse employment base, but the economy is also 
well-positioned for the 21st century, fueled by the next wave of business drivers, our 
“Innovation Sector”: Biotech and Biomedical, Information Technology, Cleantech, and Aerospace. 

Much of San Diego’s forward-looking economy can be traced back to our higher learning institutions 
and research facilities, like the Salk Institute, Scripps Institute of Oceanography, San Diego State 
University, the University of San Diego, Cal State San Marcos, and UC San Diego. Nineteen different 
institutions of higher education enroll 270,000 students in the region. UC San Diego specifically is a 
highly ranked research university that has spawned hundreds of businesses, many of which remain 
important local employers, and which together employ about 4 percent of San Diego workers. 
Moreover, UC San Diego’s commitment to generating economic opportunity is evident through their 
business-friendly approach to licensing technologies to new startup companies that simplifies the 
transfer of copyrights and licenses for a minimal equity in the company. 
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Incubated by world-class research institutions, San Diego’s Innovation sector has grown considerably 
over the last 25 years, posting a growth rate ten times that of the rest of the economy. It now 
represents 10 percent of our local economy and employs over 150,000 people in high-paying jobs. 
The Innovation sector is also itself diverse, featuring Information and Communication Technology, 
Biotechnology and Biomedical, Aerospace and Navigation, and CleanTech. San Diego is the second 
most patent-intensive county in the United States, behind Santa Clara County, and is the top 
destination for National Institutes of Health research funding, first in life-sciences laboratory space, 
and the number one place in the United States to launch a startup, according to Forbes.  
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As noted, San Diego has a long and successful relationship with the military. San Diego’s economy 
will benefit from the decision (dubbed the “Pacific Pivot”) to reallocate 60 percent of military assets 
to the West Coast over the next decade. During the next few years, 50 percent more ships will be 
berthed in San Diego, and billions of dollars will be invested by the Navy in infrastructure like the 
Seal training facility. The presence of the military attracts $9.4 billion in government contracts each 
year, and almost 127,000 jobs, about 1 in 12, are directly employed by the military or Department of 
Defense. Many of these jobs are highly skilled, and all generate indirect employment effects in many 
other sectors throughout the economy. With a large deepwater port, a dozen military installations, 
and a well-developed support economy, San Diego is an irreproducible ecosystem for the military. 

When most people think about San Diego, they think about it as a tourism destination, and in large 
part, they are correct. San Diego is routinely listed as the number one domestic travel destination, 
such as in Money magazine’s 2016 assessment. As a result, San Diego’s Hospitality sector grew two 
times as fast as our overall economy during the past 27 years. Nearly 37 million visitors come to 
San Diego annually, bringing almost $12 billion into the regional economy. While tourism jobs pay 
slightly less than the average, they do provide ample entry-level employment. 

International Trade 

San Diego is home to the busiest land crossing in the western hemisphere, and the economic impact 
is significant. Over the past 15 years, trade through the border has doubled, but decreased by 
one percent from 2016 to 2017. This dip in trade in the past year is due to uncertainty regarding the 
North American Free Trade Agreement, even with the presence of maquiladoras that provide highly 
skilled workers in technologically advanced factories where costs average a fraction of that in the 
United States. 

Jobs, Wages, and Housing 

The diverse and robust San Diego economy presented above has resulted in strong job growth and 
low unemployment for San Diegans, and also in a regional economy that is less susceptible to 
traditional business cycles. San Diego’s unemployment rate stands at 3.7 percent, lower than both 
California (4.2%) and the United States as a whole (4.0%). The brutal Great Recession and the 
protracted national recovery that saw San Diego and the nation take six and a half years to regain 
the employment level of December 2007 highlighted the importance of San Diego’s recession-resilient 
sectors. Locally, Innovation, Tourism, Military, Health Care, Education, and Government sectors 
(representing 58% of all jobs in the region) continued to grow through the recession; other 
traditional sectors like Retail, Professional Services, Construction, Finance, and Manufacturing, 
endured deep employment contractions, and several sectors (e.g., Construction) have not 
recovered yet. 
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The San Diego region is in the midst of a reassessment of past housing and development practices. In 
prior eras, it was assumed that housing would continue to spread east into the back-country, but 
jurisdictions throughout the county have responded to residents’ concerns about sprawl and adjusted 
their general plans to concentrate growth in existing communities. On the positive side, much of the 
recent development has been in multifamily housing in downtown areas, which is generally both less 
expensive and attractive to younger, high-skill workers (and some senior buyers) who prefer active, 
vibrant communities. As open land acceptable for residential development is in short supply, demand 
continues to outstrip the pace of building, and while San Diego housing costs are less than those of 
comparable coastal metros, prices and rents are higher than California or the United States as whole 
and represent a challenge to additional economic growth and to the economic well-being of 
many residents. 

Outlook 

The San Diego economy is healthy, but it is tethered to the global, national, and state economies. 
Globally, the economies of both advanced and emerging nations have begun to retain momentum. 
Still, global growth is projected to be in the 3.8 percent range in 2018 according to the Organization 
for Economic Cooperation and Development, up from 3.7 percent in 2017. Nationally, growth 
continues its upward trend, with the Federal Open Market Committee revising their growth forecast 
for 2018 up to 2.8 percent, with the national economy seeming to shrug off political tensions. Wage 
growth has also begun to move forward, after a decade of stasis. In California, the economy also 
continues to overcome challenges, with significant increases in High-Tech, Health Care, and Tourism 
more than offsetting lagging sectors. 

In San Diego, economic drivers like the Innovation sector should continue to thrive. However, current 
economic conditions send mixed signals for the Travel and Hospitality sector. Low unemployment, 
rising wage growth, and solid consumer confidence paint a bright economic outlook for 2018. But 
rising energy prices and trade uncertainty have the potential to discourage business investment. As a 
result, the Travel and Hospitality sector is expected to grow at a marginally slower (5%) pace than 
gross domestic product (5.3%) in 2018. The Military will continue to expand its strong presence. For 
population-driven sectors, the Health Care sector, both in the United States and globally, is expected 
to see continued growth as the population ages, and as new therapies and treatments are available 
to more people. Education remains both a stable sector and a long-term driver of economic growth, 
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and Government typically grows proportional to population and is forecast to increase. Traditional 
Economic sectors like Trade, Transportation, and Utilities are dominated by retail where the outlook 
is relatively weak. The Financial, Professional, and Information sector (excluding Innovation sectors), 
is expected to see slow but steady growth. Construction and Real Estate are expected to decline 
through 2019, with slowed employment and decreases in the number of housing permits expected. 
Manufacturing should continue its gradual, but steady, recovery, and Other Services, which includes 
many types of businesses, will continue to see slow growth through 2019. 

Major Budget Initiatives and TransNet Plan of Finance Update 

The FY 2019 Program Budget will see the continuation or completion of several significant work 
efforts and the start of several new activities, as summarized below: 

Overall Work Program 

New Efforts 

Several new work efforts are proposed in FY 2019 to support continued implementation of the Plan 
of Excellence, including enhanced data quality control and governance processes at SANDAG. In 
particular, a formal Data Governance and Management Program to improve the accuracy and 
integrity of information produced and utilized throughout the agency will be implemented. Quality 
assurance and documentation processes also will be introduced to ensure that data flowing to and 
from the agency’s demographic, land use, and travel demand models are reviewed in an independent 
and systematic manner. The continued use of a formalized Peer Review Process and the establishment 
of an Office of Program Management for the Technical Services Department also will help to support 
the on-time delivery and quality of project deliverables for agency programs and efforts. 

Ongoing Efforts 

As part of the FY 2019 Program Budget, SANDAG continues its efforts to improve mobility by 
supporting the piloting of innovative Connected and Autonomous Vehicle technologies that have 
the potential to reduce congestion and greenhouse gas (GHG) emissions, and improve safety. In 
January 2017, the San Diego region was selected by the U.S. Department of Transportation as one of 
ten proving grounds for autonomous vehicles in the nation. The Connected and Autonomous Vehicle 
Deployment Program will support the continued development and administration of the 
Autonomous Vehicle Proving Ground, and the development of an operational concept and business 
plan for the deployment of Connected and Autonomous ‘ready’ infrastructure . 

A major focus of the agency’s work in 2019 will be the continued development of the 2019 Regional 
Plan, which is scheduled for adoption in fall 2019. This will include significant public outreach and 
engagement with the Board of Directors and the community to evaluate various transportation 
scenarios prior to the Board’s selection of a preferred scenario, that will meet regional GHG emission 
reduction targets established by the California Air Resources Board. As a part of the 2019 Regional 
Plan process, SANDAG also will work to prepare the Regional Housing Needs Assessment and the 
draft Environmental Impact Report for public review and comments. 

Concurrently, SANDAG will continue to implement the current 2015 Regional Plan by: 
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• providing grants to local jurisdictions for Climate Action Plans, Complete Streets policies, Smart 
Growth and Active Transportation planning and capital projects, and habitat management in 
accordance with TransNet 

• supporting specialized transportation for seniors and persons with disabilities through grants to 
service providers in accordance with TransNet and federal guidelines 

• continuing efforts on habitat conservation, energy and climate planning, and collaborative 
efforts with member agencies to promote energy efficiency and reduce GHG emissions 

In coordination with the quality control efforts described above, the FY 2019 Program Budget also 
includes the development of an updated Demographic and Economic Forecasting Model and 
enhancements to SPACECORE—the Geographic Information System parcel-based 3D land inventory 
system that SANDAG uses to maintain a wide range of information for the suite of SANDAG modeling 
and forecasting tools. 

SANDAG also will continue to advance Transportation Demand Management strategies that expand 
shared mobility options through an on-demand carpool pilot project, planning for mobility hubs 
demonstration projects, ongoing outreach to employers, and by conducting a zero-emission vanpool 
pilot project.  

Regional Operations and Services 

Ongoing Efforts 
 
The FY 2019 Program Budget includes funding to complete upgrades to the aging roadway toll 
collection systems for the State Route (SR) 125 South Bay Expressway and Interstate -15 (1-15)  
Express Lanes, as well as complete the transition to a new technology that will conform with State 
law, reduce operating costs, and improve customer convenience; as well as complete the 
implementation of a centralized tolling back office system that will improve operational efficiency 
and enhance the customer service center capabilities. 

The Motorist Aid Program includes funding to continue the Freeway Service Patrol, which provides 
emergency roadside assistance to alleviate congestion and improve motorist safety; and to complete 
the implementation of the Call Box right-sizing plan that began in FY 2018. 

SANDAG will continue to provide ARJIS services to member agencies and other law enforcement 
jurisdictions in the region. During FY 2019, ARJIS will complete the upgrade of the existing ARJISnet 
network with higher speed circuits and new network equipment to improve performance, security, 
and reliability; transition to the National Incident Based Reporting System to allow agencies to 
produce more robust and meaningful crime statistics; and enhance various ARJIS applications to 
increase officer and public safety . 

Capital Program 

• Continued construction of the Mid-Coast Corridor Transit Project, including construction of columns 
that will support the Trolley’s viaduct, a bridge structure that will carry the light rail Trolley down the 
middle and 35 feet above Genesee Avenue. 
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• Began construction of the Poinsettia Station Improvements Project which will renovate the Poinsettia 
Station to improve traveler wait times, provide easier access, reduce train delays, enhance pedestrian 
safety, and upgrade station amenities. 

• Began construction of the I-805 South Ultimate Soundwalls Project to construct soundwalls along  
I-805 between Naples Street and SR 54, as well as future improvements to the Sweetwater Bridge. 

• Continued major construction activities for the I-5 North Coast: High Occupancy Vehicle (HOV)  
San Elijo Bridge Replacement Project, which includes two HOV lanes, a bike trail, and a multiuse 
facility along I-5 between Lomas Santa Fe and Birmingham Drive. 

• Continued construction of the I-5/Gilman Drive Bridge Project. This new bridge will connect existing 
campus roads on both sides of the I-5 freeway - Gilman Drive on the west and Medical Center Drive 
on the east, including sidewalks and bike lanes. 

• Continued construction of the South Bay Rapid Project. When completed, this project will include 11 
stations along a 21-mile long corridor from the Otay Mesa border area, through Chula Vista, and 
along the I-805 Corridor and SR 94 Corridor, to Downtown San Diego. 

• Opened the SR 15 Rapid Transit: Mid-City Centerline Stations Project to users. This project is  
San Diego’s first freeway-level transit-only travel lanes and stations along SR 15 at El Cajon Boulevard 
and University Avenue, which will help improve on-time performance and connections between 
Rapid and local transit routes. 

• Opened the Oceanside Station Pass-Through Track Project to users. Improvements include extending 
an existing boarding platform to the north, adding a third rail track in the center of the railroad right-
of-way, building a new 1,000-foot-long boarding platform to the south, adding a new passenger 
walkway at the southern end of the transit center, and constructing new crossovers to improve 
operations. The station also improves customer amenities, including new shelters, seating, and 
electronic signs displaying real-time arrivals and departures. 

• Opened the I-5/Genesee Avenue Project to traffic, which began in January 2015. The project replaced 
the existing six-lane Genesee Avenue overpass with a ten-lane structure accommodating current and 
future traffic demands. Along with the replacement of the overcrossing, the project widened freeway 
access ramps, added a northbound auxiliary lane on I-5 between Genesee Avenue and Roselle Street, 
and constructed a new, separated bike/pedestrian path. 

• Procured sixteen new Compressed Natural Gas buses with lane keeping and blind spot warning 
technology to support Rapid operations travelling along the shoulder of I-805, between SR 54 and  
SR 94. 

• Continued to implement the TransNet Regional Bike Plan Early Action Program, including opening 
Segments 4 and 5 of the Bayshore Bikeway and the SR 15 Commuter Bikeway projects to users, which 
added three miles of bike path to the regional bike network. 

• Completed the design phase of the Coastal Rail Trail in Encinitas from E Street to Chesterfield Drive 
and the stadium segment of the San Diego River Trail. Once completed, these projects will add  
2.3 miles of bike facility and one mile of bike path to the regional bike network. 
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• Completed construction of a bus operations and maintenance facility in El Cajon for the Metropolitan
Transit System.

• Completed construction on the University Town Center (UTC) Transit Center Project. The transit center
is located at the Westfield UTC shopping mall and is adjacent to the last stop on the future Mid-Coast
Trolley line.

• The Orange and Green Line Fiber Optic Cable Project was completed, resulting in the entire Trolley
communications network being fiber based.

• Completed replacement of four aging wood trestles in Los Peñasquitos Lagoon.

The TransNet 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 TransNet ITOC and the SANDAG
Transportation Committee and is approved by the SANDAG Board of Directors. The most recent POF
was approved by the SANDAG Board of Directors on October 27, 2017. The TransNet Program Update
allowed for continued progress on the TransNet Major Corridors Program. The advance delivery of
Major Corridor projects has allowed the region to benefit from congestion relief and better mobility
choices. The ability to advance major projects as discussed below is through the issuance of bonds
against the sales tax receipts.

Acknowledgments

The Government Finance Officers Association (GFOA) of the United States and Canada awarded a
Certificate of Achievement for Excellence in Financial Reporting to SANDAG for its comprehensive
annual financial report for the fiscal year ended June 30, 2017. This was the tenth consecutive year
that SANDAG has received this prestigious award. In order to be awarded a Certificate of
Achievement, a government must publish an easily readable and efficiently organized comprehensive
annual financial report. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report was accomplished with the cooperation of SANDAG management,
financial staff, and SANDAG independent auditors, Crowe LLP. We express our appreciation to the
staff members and the auditors who contributed to the preparation of this report.

Respectfully submitted,

ANDRÉ DOUZDJIAN RAY MAJOR 
Director of Finance Chief Economist 

242

**DRAFT**v2



March 9, 2018

BOARD OF DIRECTORS 

The 18 cities and county government are SANDAG serving as the forum for regional decision-making.  
SANDAG builds consensus; plans, engineers, and builds public transit; makes strategic plans; obtains and allocates 

resources; and provides information on a broad range of topics pertinent to the region’s quality of life. 

CHAIR 
Hon. Terry Sinnott 

VICE CHAIR 
Hon. Steve Vaus 

CHIEF DEPUTY 
EXECUTIVE DIRECTOR 
Kim Kawada 

CITY OF CARLSBAD 
Hon. Matt Hall, Mayor 
(A) Hon. Keith Blackburn, Mayor Pro Tem 
(A) Hon. Mark Packard, Councilmember 

CITY OF CHULA VISTA 
Hon. Mary Salas, Mayor 
(A) Hon. Steve Padilla, Councilmember
(A) Hon. John McCann, Councilmember

CITY OF CORONADO 
Hon. Richard Bailey, Mayor 
(A) Hon. Bill Sandke, Councilmember 
(A) Hon. Carrie Downey, Councilmember

CITY OF DEL MAR 
Hon. Terry Sinnott, Councilmember 
(A) Hon. Ellie Haviland, Councilmember
(A) Hon. Dave Druker, Deputy Mayor 

CITY OF EL CAJON 
Hon. Bill Wells, Mayor 
(A) Hon. Steve Goble, Councilmember

CITY OF ENCINITAS 
Hon. Catherine Blakespear, Mayor 
(A) Hon. Tony Kranz, Councilmember
(A) Hon. Tasha Boerner Horvath, Councilmember 

CITY OF ESCONDIDO 
Hon. Sam Abed, Mayor 
(A) Hon. John Masson, Councilmember
(A) Hon. Ed Gallo, Councilmember

CITY OF IMPERIAL BEACH 
Hon. Serge Dedina, Mayor 
(A) Hon. Mark West, Mayor Pro Tem 
(A) Hon. Robert Patton, Councilmember

CITY OF LA MESA 
Hon. Kristine Alessio, Councilmember 
(A) Hon. Bill Baber, Councilmember
(A) Hon. Colin Parent, Councilmember

CITY OF LEMON GROVE 
Hon. Racquel Vasquez, Mayor 
(A) Hon. Jerry Jones, Mayor Pro Tem
(A) Hon. Jennifer Mendoza, Councilmember

CITY OF NATIONAL CITY 
Hon. Ron Morrison, Mayor 
(A) Hon. Alejandra Sotelo-Solis, Councilmember 
(A) Hon. Mona Rios, Councilmember

CITY OF OCEANSIDE 
Hon. Chuck Lowery, Deputy Mayor 
(A) Hon. Jerry Kern, Councilmember
(A) Hon. Jack Feller, Councilmember

CITY OF POWAY 
Hon. Steve Vaus, Mayor 
(A) Vacant
(A) Hon. John Mullin, Councilmember

CITY OF SAN DIEGO 
Hon. Kevin Faulconer, Mayor 
(A) Hon. Lorie Zapf, Councilmember
(A) Hon. Chris Cate, Councilmember
Hon. Myrtle Cole, Council President 
(A) Hon. Barbara Bry, Councilmember
(A) Hon. Georgette Gomez, Councilmember

CITY OF SAN MARCOS 
Hon. Jim Desmond, Mayor 
(A) Hon. Chris Orlando, Councilmember
(A) Hon. Kristal Jabara, Councilmember

CITY OF SANTEE 
Hon. John Minto, Mayor 
(A) Hon. Ronn Hall, Councilmember
(A) Hon. Rob McNelis, Vice Mayor

CITY OF SOLANA BEACH 
Hon. David A. Zito, Deputy Mayor 
(A) Hon. Jewel Edson, Councilmember 
(A) Hon. Lesa Heebner, Councilmember

CITY OF VISTA 
Hon. Judy Ritter, Mayor 
(A) Hon. John Aguilera, Councilmember
(A) Hon. Amanda Rigby, Councilmember

COUNTY OF SAN DIEGO 
Hon. Bill Horn, Supervisor  
(A) Hon. Dianne Jacob, Supervisor
(A) Hon. Kristin Gaspar, Chair
Hon. Ron Roberts, Supervisor 
(A) Hon. Greg Cox, Supervisor
(A) Hon. Kristin Gaspar, Chair

ADVISORY MEMBERS 

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

CALIFORNIA DEPARTMENT OF TRANSPORTATION 
Laurie Berman, Director 
(A) Tim Gubbins, Acting District 11 Director
(A) Ann Fox, Deputy Director

METROPOLITAN TRANSIT SYSTEM 
Hon. Mona Rios  
(A) Hon. Bill Sandke

NORTH COUNTY TRANSIT DISTRICT 
Hon. Rebecca Jones, Chair 
(A) Hon. Ed Gallo
(A) Hon. Jewel Edson

U.S. DEPARTMENT OF DEFENSE 
Joe Stuyvesant, Navy Region Southwest 
Executive Director 
(A) Steve Chung, Navy Region Southwest

SAN DIEGO UNIFIED PORT DISTRICT 
Hon. Garry Bonelli, Vice Chair 
(A) Hon. Michael Zucchet, Commissioner

SAN DIEGO COUNTY WATER AUTHORITY 
Mark Muir, Chair 
(A) Jim Madaffer, Vice Chair
(A) Christy Guerin, Director

SOUTHERN CALIFORNIA TRIBAL  
CHAIRMEN’S ASSOCIATION 
Hon. Cody Martinez, Chairman, 
Sycuan Band of the Kumeyaay Nation 
Hon. Robert Smith, Chairman, 
Pala Band of Mission Indians 

MEXICO 
Hon. Marcela Celorio, 
Cónsul General of Mexico 
(A) Gaspar Orozco
Deputy Cónsul General of Mexico
(A) Hon. Ruth Alicia López, Vice Cónsul

xii�

243

**DRAFT**v2



SAN DIEGO ASSOCIATION OF GOVERNMENTS 

Executive Staff 
As of June 30, 2018 

Executive Director Vacant 

Chief Deputy Executive Director Kim Kawada 

General Counsel John Kirk 

Director of Administration Laura Coté 

Director of Communications David Hicks 

Director of Finance André Douzdjian 

Director of Land Use and Transportation Planning Charles “Muggs” Stoll 

Director of Mobility Management and Project Implementation Jim Linthicum  

Director of Operations Ray Traynor 

Director of Data, Analytics, and Modeling and Chief Economist Ray Major 

TransNet Department Director José Nuncio 

Principal Government Relations Analyst Victoria Stackwick 

���

244

**DRAFT**v2



Executive Office

Borders Committee 

Executive Committee

Public Safety 
Committee

Regional Planning 
Committee

Transportation 
Committee

Department of 
Administration

Department of 
Finance

Department of 
Land Use and 

Transportation 
Planning

Department of 
Mobility Mgmt and 

Project 
Implementation 

Department of 
Operations 

Department of 
Data, Analytics, 
and Modeling

TransNet
Department

BOARD OF DIRECTORS

Department of 
Communications

San Diego Association of Governments
Organization Chart

Audit Committee

��

245

**DRAFT**v2



���

246

**DRAFT**v2



FINANCIAL SECTION 

247

**DRAFT**v2



This page intentionally left blank. 

2

248

**DRAFT**v2



Crowe LLP
Independent Member Crowe Global

INDEPENDENT AUDITOR’S REPORT

Board of Directors
San Diego Association of Governments
San Diego, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund 
information of the San Diego Association of Governments (SANDAG), as of and for the year ended June 
30, 2018 and the related notes to the financial statements, which collectively comprise SANDAG’s basic 
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund information of SANDAG,
as of June 30, 2018, and the respective changes in financial position and, where applicable, cash flows 
thereof for the year then ended in accordance with accounting principles generally accepted in the United 
States of America.

Emphasis of Matter

As discussed in Note M to the financial statements, during the year ended June 30, 2018, SANDAG adopted
new accounting guidance, GASB Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits other than Pensions, which resulted in a restatement of July 1, 2017 net position
of governmental activities, business-type activities, the SR 125 toll road fund, and the discretely presented 
component unit in the amounts of $1,481,323, $105,858, $105,858, and $55,051, respectively. Our opinions 
are not modified with respect to this matter.

Other Matters 

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, schedule of changes in net OPEB liability and related ratios, schedule of OPEB 
contributions, schedule of changes in net pension liability and related ratios, schedule of plan contributions, 
and budgetary comparison information for the general fund and San Diego County Regional Transportation 
Commission sales tax projects fund, as listed in the table of contents, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required by 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise SANDAG’s basic financial statements. The introductory section, combining and individual fund 
statements and schedules, budgetary comparison information for the capital projects fund, San Diego 
County Regional Transportation Commission debt service fund, general services fund, and SAFE program 
fund, and statistical section, as listed in the table of contents, are presented for purposes of additional 
analysis and are not a required part of the basic financial statements.
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The combining and individual fund statements and schedules and budgetary comparison information for 
the capital projects fund, San Diego County Regional Transportation Commission debt service fund, 
general services fund, and SAFE program fund are the responsibility of management and were derived 
from and relates directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the combining 
and individual fund statements and schedules and budgetary comparison information for the capital projects 
fund, San Diego County Regional Transportation Commission debt service fund, general services fund, 
and SAFE program fund are fairly stated, in all material respects, in relation to the basic financial statements 
as a whole.

The introductory section and statistical section have not been subjected to the auditing procedures applied 
in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any 
assurance on them. 

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 21,
2018 on our consideration of SANDAG’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is to describe the 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 internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering SANDAG’s internal control over financial reporting and 
compliance.

Crowe LLP

Costa Mesa, California
December 21, 2018
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Management’s Discussion and Analysis 

As management of the San Diego Association of Governments (SANDAG), we provide this narrative 
overview and analysis of the financial activities of SANDAG for the fiscal year ended June 30, 2018. 
The intent of this analysis is to assist the readers of SANDAG financial statements in better understanding 
the overall financial condition of the agency. The information presented here should be considered in 
conjunction with the information provided in the Letter of Transmittal. 

Financial Highlights 

� SANDAG reported net position of $101,861,213. Of this amount, net position (deficit) of ($623,557,993) 
is considered unrestricted. A significant factor related to the net position balance is the issuance of 
$2,045,585,000 in bonds issued in 2008, 2010, 2012, 2014, and 2016 and the issuance of 
$537,480,000 Series A Subordinate Sales Tax Revenue Short-Term Notes (2018 short-term notes) by 
the Commission in 2018 for a total of $2,583,065,000 as part of the Early Action Program. This was to 
expedite congestion relief projects focusing on jump-starting construction of the region’s top priority 
transportation infrastructure projects. 

� SANDAG total net position decreased by $107,197,567 in fiscal year 2018. This decrease is primarily 
due to higher capital project expenses utilizing proceeds from the bond issuances offset by an increase 
in capital assets. 

� As of the close of the current fiscal year, SANDAG governmental funds reported combined ending fund 
balances of $858,119,796. Of this total amount, $856,497,164 is restricted for debt service and project 
spending, $876,781 as nonspendable prepaid items, $7,990,000 committed to contingency reserve, 
$140,460 assigned to project expenses and $7,384,609 as an unassigned fund deficit. 

� SANDAG total debt balance at the close of the current fiscal year increased by $524,723,925 comparing 
to that of fiscal year 2017. This is primarily due to the issuance of $537,480,000 2018 short-term notes 
with $31,625,092 premium in fiscal year 2018, offset by bond principal repayments of $27,120,000 and 
the $28,786,000 principal repayment of commercial paper. At the end of the current fiscal year, the San 
Diego County Regional Transportation Commission (Commission), a blended component unit of 
SANDAG, had a total debt outstanding of $2,476,542,860. In November 2017, State Route 125 toll 
road fund (SR 125 fund) issued a $194,140,000 of Series A toll revenue bonds for the purpose of 
providing funds to refinance the Transportation Infrastructure Finance and Innovation Act (TIFIA) notes 
assumed in connection with the acquisition of the South Bay Expressway. The 2017 Series A toll 
revenue bonds includes a premium of $38,102,982 and carried an overall all-in interest rate of 3.33 
percent. As of June 30, 2018, SR 125 fund had a total debt outstanding of $230,697,785. 

Overview of the Financial Statements 

The SANDAG annual financial report consists of five parts: (1) management’s discussion and analysis; 
(2) basic financial statements; (3) required supplementary information; (4) an optional section that presents 
combining statements and additional supplementary information; and (5) a statistical section, which 
furnishes relevant statistical data of the agency. 

Management’s discussion and analysis provided here is intended to serve as an introduction to SANDAG 
basic financial statements. SANDAG basic financial statements consist of three components: 
(1) government-wide financial statements; (2) fund financial statements; and (3) the notes to the  
financial statements. 
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Government-wide financial statements. The government-wide financial statements are designed to 
provide readers with a broad overview of SANDAG finances, in a manner similar to a private  
sector business. 

The statement of net position presents financial information on all SANDAG assets and liabilities, and 
deferred inflows/outflows of resources, with the difference reported as net position. Over time, increases or 
decreases in net position may serve as a useful indicator of whether the financial position of SANDAG is 
improving or deteriorating. 

The statement of activities presents information showing changes in the SANDAG net position during the 
most recent fiscal year. All changes in net position are reported when the underlying events giving rise to 
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are 
reported for some items that will only result in cash flows in future fiscal periods. 

Both of the government-wide financial statements distinguish functions of SANDAG that are principally 
supported by sales taxes and intergovernmental revenues (governmental activities) from other functions 
that are intended to recover all or a significant portion of their costs through user fees and charges 
(business-type activities). The governmental activities of SANDAG include general government, net of cost 
recovery, modeling and research, criminal justice, sustainable development, sustainable mobility programs 
and services, internal and external coordination, Service Authority for Freeway Emergency Operations 
(SAFE) program, bicycle facilities, Independent Taxpayer Oversight Committee (ITOC), major corridor 
capital projects, major corridor environmental mitigation, local project environmental mitigation, local street 
improvements, smart growth, new major corridor transit operations, transit system improvements, transit 
capital contributions, and interest on long-term debt. Intermodal planning and implementation as one of the 
areas of emphasis in previous years has merged with sustainable mobility programs and services. 

The business-type activities of SANDAG include the Service Bureau, which provides informational and 
technical services to member agencies, nonmember government agencies, private organizations, and 
individuals to enhance the quality and extent of demographic, economic, transportation, land use, criminal 
justice, and other information maintained in the Regional Information System; SourcePoint, which is a 
501(c)(3) nonprofit public benefit corporation chartered in 1982 by SANDAG to provide data research for 
the San Diego region and solving regional planning issues and assisting local governments with special 
projects; the Property Management Fund, which provides property management functions for the 
commercial buildings purchased by the agency this fiscal year; the Interstate 15 (I-15) FasTrak® program, 
which allows solo drivers to pay a toll to use the express lanes on I-15; and the State Route 125 (SR 125) 
toll road operations, an 11.2-mile, limited-access highway in the County of San Diego. 

The government-wide financial statements include not only SANDAG itself (known as the primary 
government), but a legally separate Joint Powers Agency, Automated Regional Justice Information System 
(ARJIS), which provides a regional complex criminal justice enterprise information system utilized by more 
than 50 local, state, and federal agencies in the San Diego region. Financial information for this component 
unit is reported separately from the financial information presented for the primary government itself. The 
Commission, although legally separate, functions for all practical purposes as a program of SANDAG and, 
therefore, has been reported as a blended component unit and included as an integral part of the primary 
government. SourcePoint, a legally separate nonprofit corporation, which provides regional information 
services and technical assistance to private clients and public agencies, is under the common control of 
the primary government, therefore also reported as a blended component unit and included as one of the 
enterprise funds of the primary government. 
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The government-wide financial statements can be found on pages 25 to 27 of this report. 

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. SANDAG, like other state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. All of the funds of SANDAG are either governmental-type funds or proprietary funds. 

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

Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar information 
presented for governmental activities in the government-wide financial statements. By doing so, readers 
may better understand the long-term impact of the government’s near-term financing decisions. Both the 
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and 
changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds 
and governmental activities. 

SANDAG maintains six individual governmental funds. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the general fund, Commission sales tax projects fund, capital projects fund, 
and Commission debt service fund, which are considered to be major funds. Data from the two nonmajor 
funds which are: (1) the general services fund; and (2) the SAFE program fund, are combined into a single 
aggregated presentation. Individual fund data for each of these nonmajor governmental funds are provided 
in the form of combining statements in the combining and individual fund statements and schedules section 
of this report. TransNet fund, reported in prior years’ financial statements has been removed, and the 
passthrough revenue from the Commission to other governmental funds is recategorized as transfer out in 
Other Financing Sources (Uses) section of the Statement of Revenues, Expenditures, and Changes in 
Fund Balances.  

Proprietary funds. SANDAG maintains five proprietary funds. Proprietary funds can either be enterprise 
funds or internal service funds. Enterprise funds are used to report the same functions presented as 
business-type activities in the government-wide financial statements. SANDAG uses enterprise funds to 
account for its I-15 FasTrak program, Service Bureau program, SourcePoint, property management of the 
commercial buildings, and the SR 125 toll road operations. 

Proprietary funds provide the same type of information as the government-wide financial statements, only 
in more detail. The proprietary fund financial statements provide separate information for the SR 125 fund, 
which is considered to be a major fund. Data from the other four nonmajor proprietary funds are combined 
into a single aggregated presentation. Individual fund data for each of these nonmajor proprietary funds are 
provided in the form of combining statements in the combining and individual fund statements and 
schedules of this report. 

The basic proprietary fund financial statements can be found on pages 43 to 45 of this report. 
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Notes to the basic financial statements. The notes provide additional information that is necessary to 
acquire a full understanding of the data provided in the government-wide and fund financial statements. 
The notes to the financial statements can be found on pages 49 to 99 of this report. 

Other information. In addition to the basic financial statements, required supplementary information can 
be found on pages 103 to 110 of this report. 

The combining statements referred to earlier in connection with nonmajor governmental funds and 
proprietary funds are presented immediately following the required supplementary information on pensions 
and other post-employment benefits. Combining and individual fund statements and schedules can be 
found on pages 113 to 117 of this report. 

San Diego Association of Governments’ Net Position 

2018 2017 2018 2017 2018 2017

Interfund balances (1,361,515)$          55,399,041$         1,361,515$        (55,399,041)$     -$                          -$                         
Capital assets 1,456,702,490       1,178,085,074      342,434,144      344,524,281      1,799,136,634      1,522,609,355      
Other assets 1,141,253,370       865,893,479         129,945,750      105,166,226      1,271,199,120      971,059,705         

Total assets 2,596,594,345       2,099,377,594      473,741,409      394,291,466      3,070,335,754      2,493,669,060      

Deferred outflows of resources 81,383,341            146,340,707         2,022,649          633,202             83,405,990           146,973,909         

Current liabilities 232,812,316          205,769,274         13,302,996        6,455,300          246,115,312         212,224,574         
Restricted liabilities 71,761,341            44,522,931           -                         -                         71,761,341           44,522,931           
Noncurrent liabilities 2,491,713,239       1,964,066,920      235,998,088      169,398,827      2,727,711,327      2,133,465,747      

Total liabilities 2,796,286,896       2,214,359,125      249,301,084      175,854,127      3,045,587,980      2,390,213,252      

Deferred inflows of resources 6,034,356              2,134,912             258,195             332,012             6,292,551             2,466,924             

Net Position:
Net investment in capital assets 445,646,687          570,922,517         111,360,673      179,758,457      557,007,360         750,680,974         
Restricted for:
    Debt service 44,561,875            42,315,044           16,940,865        3,624                 61,502,740           42,318,668           

Environmental mitigation 1,123,928              1,124,533             -                         -                         1,123,928             1,124,533             
Freeway emergency service 8,279,175              -                           -                         -                         8,279,175             -                           
Major maintenance post-acquisition -                            -                           37,153,023        69,230,054        37,153,023           69,230,054           

    Project revenue -                            -                           28,955,820        7,099,391          28,955,820           7,099,391             
    Toll road operations -                            -                           31,179,457        26,454,909        31,179,457           26,454,909           
    Customer prepaid -                            -                           172,395             -                         172,395                -                           
    iCommute program -                            -                           9,744                 -                         9,744                    -                           
    Property management -                            -                           35,564               38,563               35,564                  38,563                  
Unrestricted (deficit) (623,955,231)        (623,124,463)        397,238             (63,176,668)       (623,557,993)        (686,301,131)        

Total net position (124,343,566)$       (8,762,369)$          226,204,779$    219,408,330$    101,861,213$       210,645,961$       

Governmental activities Business-type activities Total

 

Government-Wide Overall Financial Analysis 

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. 
In the case of SANDAG, assets and deferred outflows of resources exceeded liabilities and deferred inflows 
of resources by $101,861,213 at the close of the most recent fiscal year. 

In fiscal year 2018, $1,424,930,959 was the balance of construction in progress, which includes the 
accumulative costs of various regional transportation infrastructure improvement projects. SANDAG retains 
legal title of the assets during the construction phase and until such time as these projects are complete 
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and operational. Upon completion, the assets, as well as the legal title of the assets, if applicable, are 
formally transferred and contributed to other governmental agencies to reflect the other governments’ 
custodial accountability for the operation and maintenance of the assets. 

The majority of the SANDAG net position includes $557,007,360 net investment in capital assets. These 
capital assets are used to provide services to citizens by SANDAG; therefore, it is not available for future 
spending. A total of $168,411,846 is restricted for debt service, environmental mitigation projects, major 
maintenance, project revenue, toll road operations, and property management. The remaining offsetting 
balance of net position is the unrestricted net deficit of $623,557,993. 

Factors contributing to the unrestricted net deficit of $623,557,993 include debt activities of the Commission 
and SR 125 fund, and the SANDAG net pension liability. 

In fiscal year 2018, SR125 fund had a long-term debt of $194,140,000 with a premium of $36,557,785, 
which is offset by $88,392,171 restricted cash and investment set aside for debt service, major maintenance 
and capital expenditures for the SR 125 fund. 

The Commission’s outstanding debt of $2,476,542,860 is included in the statement of net position. The debt 
is issued to advance fund various TransNet projects in the region as part of the Early Action Plan (EAP) 
and is repaid using annual sales tax revenue. Funds are set aside each month to cover monthly 2008 bond 
interest and swap payments, one-sixth of upcoming interest payments on all other bonds, and one-twelfth 
of upcoming principal payments. 

Offsetting the outstanding Commission debt balance are $84,038,971 of related balances of cash and 
investments used for future debt service payments and the reserve account for the 2008 sales tax bond; 
due from other governments for debt proceeds passed through to another government, net of principal 
retirement for a balance of $53,015,318; and $765,062,098 of cash and investments related to TransNet 
balances not yet requested by recipient agencies. 

The liabilities from restricted assets consist of the following purposes: 

� $7,119,829 will be used to repay outstanding Commission bonds. 

� $25,550,000 will be used to repay a portion of the outstanding commercial paper notes issued to buy 
the North County Transit District (NCTD) Certificates of Participation (COPs) investment. 

� $221,977 is a restricted deposit payable from NCTD for commercial paper interest payments related to 
the COPs. 

� $11,357,085 is a restricted deposit payable from Barclays Bank PLC, which is held as collateral on the 
2018 basis rate swaps. 

� $27,512,450 is being held for retention on regional transportation improvement projects and will be paid 
once the projects are complete. 

Restricted net position includes resources subject to externally imposed restrictions that must be used for 
debt repayments and environmental mitigation projects. At the end of fiscal year 2018, the SANDAG net 
pension liability balance is $52,536,434, which includes $3,031,352 of net pension liability of ARJIS, a 
discretely presented unit of SANDAG. 

Additional information on SANDAG long-term debt can be found in Note II.G, and additional information on 
SANDAG capital assets can be found in Note II.C in the notes to the basic financial statements of this report. 
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San Diego Association of Governments’ Change in Net Position 

2018 2017 2018 2017 2018 2017
Revenues:

Program Revenues:
Charges for services 3,456,154$       3,702,414$       56,016,898$     51,135,058$     59,473,052$     54,837,472$     
Operating grants and contributions 34,414,426 32,714,717 -                       -                       34,414,426       32,714,717       
Capital grants and contributions 174,146,558 202,046,295 -                       -                       174,146,558     202,046,295     

General Revenues:
Local TransNet sales tax funds 302,364,081 286,965,955 -                       -                       302,364,081     286,965,955     
Local Transportation Development Act funds 10,200,837 15,635,044 -                       -                       10,200,837       15,635,044       
Investment earnings 15,120,087 14,043,487 1,532,640         468,559            16,652,727       14,512,046       
Other revenues 53,195 53,972 -                       38,563              53,195              92,535                                                            

Total revenues 539,755,338     555,161,884     57,549,538       51,642,180       597,304,876     606,804,064     
Expenses:

General government, net of cost recovery 365,593            668,106            -                       -                       365,593            668,106            
Modeling and research 6,437,020         8,198,683         -                       -                       6,437,020         8,198,683         
Criminal justice 1,021,489         1,524,153         -                       -                       1,021,489         1,524,153         
Sustainable development 8,172,047         6,975,752         -                       -                       8,172,047         6,975,752         
Sustainable mobility programs and services 17,112,585       19,198,685       -                       -                       17,112,585       19,198,685       
Internal and external coordination 6,914,668         6,707,729         -                       -                       6,914,668         6,707,729         
SAFE program 1,870,670         1,631,813         -                       -                       1,870,670         1,631,813         
Bicycle facilities 880,943            2,772,067         -                       -                       880,943            2,772,067         
Independent Taxpayer Oversight Committee 365,953            100,853            -                       -                       365,953            100,853            
Major corridor capital projects 165,400            1,932,128         -                       -                       165,400            1,932,128         
Major corridor environmental mitigation 8,879                23,857              -                       -                       8,879                23,857              
Local project environmental mitigation 14,275              20,181              -                       -                       14,275              20,181              
Local street improvements 86,085,711       83,303,412       -                       -                       86,085,711       83,303,412       
Smart growth 5,596,218         3,224,585         -                       -                       5,596,218         3,224,585         
New major corridor transit operations 12,033,896       11,521,508       -                       -                       12,033,896       11,521,508       
Transit system improvement 46,247,104       46,459,496       -                       -                       46,247,104       46,459,496       
Transit capital contributions 389,693,612     261,986,096     -                       -                       389,693,612     261,986,096     
Interest on long-term debt 78,563,591       85,266,788       9,720,410         10,511,546       88,284,001       95,778,334       
Service Bureau -                       -                       496,080            496,667            496,080            496,667            
SourcePoint -                       -                       16,565              -                       16,565              -                       
Interstate 15 FasTrak -                       -                       8,499,225         7,738,446         8,499,225         7,738,446         
State Route 125 toll road -                       -                       24,220,509       23,234,111       24,220,509       23,234,111       

Total expenses 661,549,654     541,515,892     42,952,789       41,980,770       704,502,443     583,496,662     

Change in net position before transfers (121,794,316)    13,645,992       14,596,749       9,661,410         (107,197,567)    23,307,402       

Transfers in (out) 7,694,442         5,063,080         (7,694,442)        (5,063,080)        -                       -                                                                     
Change in net position (114,099,874)    18,709,072       6,902,307         4,598,330         (107,197,567)    23,307,402                                                     

Net position, beginning of year, restated (10,243,692)      (27,471,441)      219,302,472     214,810,000     209,058,780     187,338,559     
Net position, end of year (124,343,566)$  (8,762,369)$      226,204,779$   219,408,330$   101,861,213$   210,645,961$   

Governmental activities Business-type activities Total

 

Governmental activities. Governmental activities decreased the SANDAG net position by $114,099,874, 
which is due to total expenses of $661,549,654 exceeding total revenue of $539,755,338 by $121,794,316 
offset by a transfer in of $7,694,442. 

Key elements of the revenue and expense differences between fiscal years 2018 and 2017 for 
governmental activities are as follows: 

Total revenues decreased by $15,406,546, or 2.8 percent, over the prior year. Key factors for this net 
decrease are as follows: 

� The decrease in capital grant and contributions of $27,899,737, or 13.81 percent, is the result of 
completion of several major capital improvement projects in the current fiscal year, which include the 
Oceanside Station Stub Tracks project incurring construction costs of $3 million in fiscal year 2018, a 
total of $16 million less costs compared to that of the prior fiscal year. Both SR76 East and  
Los Penasquitos Lagoon Bridge projects substantially completed which incurred lower costs of  
$6 million and $7 million respectively this fiscal year comparing to fiscal year 2017. San Diego River 
Bridge project spent $10 million less in the current fiscal year with substantial portion of the work 
completed in the prior fiscal year. This decrease is offset by an increase in costs of several capital 
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projects which include the Elvira to Morena Double Track project, and I-805 and SR 94 Bus on Shoulder 
project in fiscal year 2018. 

� Local Transportation Development Act (TDA) Program revenue decreased $5,434,207 in fiscal year 
2018. The higher TDA revenue in fiscal year 2017 was due to the $3 million TDA reserve draw to fund 
SANDAG Section 115 Trust fund for pension and $3 million Los Penasquito’s Lagoon Bridge project 
funding with TDA revenue, none of which occurred in fiscal year 2018.  

The above revenue decreases were offset by the following increases: 

� Operating grants and contributions increased by $1,699,709. This increase is primarily due to the 
Sustainable Development program undergoing a major program effort in fiscal year 2018. These 
projects include the San Diego Forward Regional Plan and Energy Roadmap Program supporting 
member agencies to implement their energy roadmaps and achieve SANDAG Regional Energy 
Strategy and Climate Action Strategy.  

� Investment earnings increased by $1,076,600. The increase is primarily attributable to the derivative 
interest adjustment on the rate swaps and the earnings on the debt proceeds from the sales tax revenue 
bonds issued in 2016 and 2018. 

� Sales tax revenue increased by $15,398,126, or 5.4 percent, which is driven primarily by an increase 
in taxable consumption in the region resulting from the continued improvement of local economy and 
growth in consumer spending as unemployment continuing to fall to near-historic lows and wages 
beginning to rise in fiscal year 2018. The San Diego region’s gross regional product, an estimate of the 
total value of goods and services produced in a region, continues to climb up. This growth supports the 
increase in the sales tax revenue in fiscal year 2018. 

Total expenses increased by $120,033,762, or 22.2 percent, over the prior year. Key factors in this net 
increase are as follows: 

� Transit capital contributions increased $127,707,516 or 48.7 percent. This significant increase is due 
to the completion of several major capital projects for contributions this fiscal year. During the year, 
$376,465,095 of completed construction-in-progress (CIP) projects, as well as title to the assets, if 
applicable, was transferred to other government agencies responsible for public transportation 
operations comparing to $250,077,289 of CIP projects completed and transferred out in the prior fiscal 
year. Of completed projects, $99,816,053 was transferred to Metropolitan Transit System, 
$176,911,620 to NCTD, $79,908,552 to Caltrans, $4,599,762 to the City of National City, $6,463145 to 
the City of San Marcos, and $8,781,525 to the San Diego Community College District to reflect the 
other government’s assumption of ownership and accountability for the ongoing operations and 
maintenance of the assets. These contributions represent a reduction in capital assets and are not 
restricted to specific programs per the government-wide statement of activities. 

� The above increase is offset by a net decrease of $7,673,754, in other SANDAG governmental activities 
as the following: 

o Modeling and Research project expenses decreased by $1,761,663, or 21,5 percent, primarily as 
a result of the major work completion of several modeling research projects in fiscal year 2017, 
therefore, incurred lower costs in fiscal year 2018. These projects include Transportation Studies 
which completed the 2016/2017 Household Travel Behavior Survey in fiscal year 2017, and Data 
Governance and Data Acquisition project which finished a detailed review of data elements in the 
Demographic and Economic Forecasting Model.  
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o Sustainable Mobility Program and Services expenses decreased by $2,212,259, because of the 
substantial completion of several projects in prior fiscal year, most nontribally the Veterans 
Transportation Capital project, which incurred lower expenses in fiscal year 2018. 

o Interest on long term debt decreased by $6,703,197, primarily due to the bond premium 
amortization true up as a result of switching from the straight-line method to the effective method. 

The above expense decreases were offset by the following increases: 

o During the year, Sustainable Development increased project expenses by $1,196,295, or 
17.1 percent. This increase was a direct result of major work on San Diego Forward Regional Plan 
incurred higher costs to meet state and federal laws and regulations. As a major planning project, 
the Regional Plan serves as the Regional Transportation Plan for the San Diego region and 
embodies a unified vision for our future in the next 32 years, as well as a specific approach to help 
make that vision a reality. 

o TransNet program expenses increased $2,040,292, which is primarily due to Local Street 
Improvement project expense increase of $2,782,299 as well as Smart Growth program cost 
increase of $2,371,633. These expenses were based on recipient requests of TransNet funds for 
eligible costs, which were higher in fiscal year 2018 in relation to fiscal year 2017 as several major 
road improvement projects continued in construction in this fiscal. A total expense decreases of 
$3,657,852 for Bicycle Facilities project and Major Corridor Capital project is a result of the end of 
a three-year cycle of call for project, with bulk of the work completed in the prior fiscal years. A new 
cycle will start in fiscal year 2019, it is anticipated that expenses will increase as grantees 
requesting reimbursements on their TransNet Active Transportation Grants as they continue to 
make timely progress toward completion of the projects. 

Business-type activities. Business-type activities increased the SANDAG net position by $6,902,307, 
because of total revenue of $57,549,538 exceeding total expenses of $42,952,789 by $14,596,749 less a 
net transfer out of $7,694,442. 

Key elements of the revenue and expense differences between fiscal year 2018 and fiscal year 2017 for 
business-type activities are as follows: 

Total revenue for business-type activities increased $5,907,358, or 11.4 percent, in fiscal year 2018. This 
revenue increase was primarily the result of an increase in the utilization of the SR 125 toll road by 
commuters as well as collection practices added in fiscal year 2018 comparing to that in fiscal year 2017. 
The contributing factor to the toll road utilization increase is the continuing low toll rates with the goal of 
easing congestion on Interstate 805 (I-805) and local streets. 

Total expenses for business-type activities increased $972,019 in fiscal year 2018. This was primarily a 
result of an increased operating expense of $994,971 for the SR 125 toll road operations due to continued 
efforts on several major projects in the current year including a marketing campaign, and TIFIA loan 
refinancing, coupled with an increased operating expense of $760,779 for the I-15 high occupancy vehicle 
toll lane operations offset by lower interest expense for the SR 125 toll road in the current fiscal year as a 
result of the refinance of TIFIA loan. 
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Expenses and Program Revenues – Governmental Activities 
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Financial Analysis of the Government’s Funds 

As noted earlier, SANDAG uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 

Governmental funds. The focus of SANDAG governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources. Such information is useful in assessing SANDAG 
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year. 

As of the end of the fiscal year, SANDAG governmental funds reported combined ending fund balances of 
$858,119,796. Of this total amount, $7,384,609 constitutes unassigned fund deficit. The remainder of the 
fund balance is either nonspendable or restricted. 

The general fund is the chief general government operating fund of SANDAG. At the end of the current 
fiscal year, fund balance of the general fund was $17,120,755, and of this amount, $371,896 was 
nonspendable prepaid items, $4,771,795 was restricted for pension related costs, $7,990,000 was 
SANDAG Board approved contingency reserve balance and $140,460 was assigned for project costs. The 
fund balance of the general fund during the current fiscal year increased by $428,602. The key factor 
contributing to this increase is that cost recovery actual offsetting expenses were lower than the budget, 
resulting a slight over recovery of the indirect costs in fiscal year 2018. The over recovery will be included 
as a carryforward adjustment in the indirect cost allocation program calculation for fiscal year 2020. The 
TDA Program revenue received by the agency was lower than the actual expenditures of the TDA-eligible 
OWP projects funded by the TDA Program revenue in fiscal year 2018. The agency’s receipt of TDA 
Program revenue was based on the SANDAG portion of the total apportionment of available TDA sales tax 
revenues. SANDAG funds TDA-eligible project expenditures as a transfer to other funds on a 
reimbursement basis, which is not always equal to the revenue apportioned. The timing difference between 
the TDA revenue received and expenditures incurred resulted in the fund balance decrease in the current 
fiscal year. A portion of the unused revenues accumulated in previous years as part of the fund balance 
was used this fiscal year to cover for the costs of OWP projects. 

The Commission sales tax projects special revenue fund had a fund balance of $430,427,277, all of which 
was restricted. The fund balance of this fund during the current fiscal year was decreased by $50,310,444. 
Key factors contributing to this decrease are as follows: 

� Total fund expenditures and transfer out to the general fund, general services fund, capital projects 
fund and debt service fund were $144,803,956 and $610,425,608 respectively which exceeded fund 
revenue by $445,536,152 due to increased EAP project costs offset by net interfund transfers in of 
$394,955,708 primarily from the Commission’s debt service fund for the use of debt proceeds toward 
major corridor and major corridor environmental mitigation projects and for principal and interest 
payments. The transfers in of $394,955,708, which is predominantly bond proceeds, are reduced by 
sales tax receipts transfers out of $118,000,912 that are transferred to the debt service fund for payment 
of debt principal and interest. 

The capital projects fund had a fund deficit of $7,889,004. The fund balance of the capital projects fund 
decreased by $3,252,311 during the current fiscal year primarily due to revenue recognition timing between 
fiscal year 2018 and fiscal year 2017. 
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The Commission commercial paper and sales tax revenue bonds debt service fund (debt service fund) had 
a fund balance of $413,051,537, all of which was restricted. The fund balance of the debt service fund 
during the current fiscal year increased by $187,399,119, and key factors for this increase are as follows: 

� Issuance of the 2018 short-term notes in April 2018 of $537,480,000, including premium of 
$31,625,092. 

� Expenditures in the current year exceeded revenues by $133,401,186 due to required debt payments 
of commercial paper and the 2008, 2010, 2012, 2014, and 2016 bond that may have included principal 
and interest payments and other charges; and the 2018 short-term notes issuances which included 
issuance costs, offset with the receipt of federal subsidy revenue for the 2010 BABs net interest 
payment. Majority of the funding for the debt service payments is transferred from the special revenue 
fund. 

� Net interfund transfers out of $276,954,796 were primarily transfers with the special revenue fund for 
the use of debt proceeds toward expenditures of the major corridor and major corridor environmental 
mitigation programs and to meet required principal and interest payments on outstanding debt 
obligations. 

The general services fund had a fund deficit of $2,871,303. The fund balance of the general services fund 
increased by $2,336,734, or 183 percent, during the current fiscal year primarily due to $22 million fund 
transfer in from TransNet fund and General Fund offset by the revenue recognition timing between fiscal 
year 2018 and fiscal year 2017.  

The SAFE special revenue fund had a fund balance of $8,280,534. This special revenue fund was 
established in January 2013 by the adoption of Assembly Bill 1572. The fund balance decreased $576,173 
in the current fiscal year due to a transfer out of $1,567,544 to Capital Project fund offset by operating 
revenue exceeded operating expenses of $991,371.  

General Fund Budgetary Highlights 

The general fund is the SANDAG primary operating fund and accounts for all financial resources of the 
general government, except those required to be accounted for in another fund. During the fiscal year, there 
was a fund expense decrease between the original and final amended budget. 

� Local TDA sales tax revenues were equivalent to the SANDAG apportionment of FY18 TDA sales tax 
plus administrative and planning funds transferred to SANDAG by the local transit agencies. SANDAG 
budgets TDA revenues to fund eligible projects as a transfer to other funds on a reimbursement basis, 
which is not always equal to the claim amount.  

� Actual transfers out were lower than the budget by $4,100,760. The budget is comprised of TDA and 
Member Assessment funding expected to be transferred to other funds to pay for eligible project 
expenditures. Project expenditures in the general services fund, some of which are funded with TDA 
funds, were under budget with some projects experiencing delayed work efforts. Projects are initially 
funded using dedicated funds before TDA funding is applied, allowing TDA to be carried over for work 
efforts in 2019. 

� General government actual expenses were below the budgeted amount by $5,209,476. This is primarily 
related to actual personnel costs lower than the budgeted amount by $3,751,080 due to salaries and 
benefits savings caused by employee turnover and the resulting vacancies in those staff positions while 
recruiting efforts were underway. The actual non-personnel expense is below the budgeted amount by 
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$887,400 primarily attributable to professional service budgeted at $1,252,034 with actual cost incurred 
at $701,423, lower than budget by $550,611; the actual information system and office supply expenses 
below budget by $249,683 because of certain budgeted purchases delayed to the next fiscal year; and 
insurance premium lower than budget by $89,387 due to anticipated premium increase not occurring 
in the current year. 

� Cost recovery expenses were lower than the budget by $4,135,253. Cost recovery amount was 
determined by applying an approved indirect cost rate to the direct base salary amount. This variance 
is a result of the direct personnel costs lower than the budgeted amount due to staff turnover. 

Capital Assets  

SANDAG investment in capital assets for its governmental activities, as of June 30, 2018, amounts to 
$15,558,636 (net of accumulated depreciation). 

Capital Assets 
(Net of accumulated depreciation) 

2018 2017
Governmental activities:
    Construction-in-progress 1,424,930,959$    1,147,726,026$    

Easement 15,950,412           15,950,412           
Office equipment 5,453                    10,049                  
Computer equipment 1,100,584             2,139,799             
Other equipment 306,897                389,263                
Vehicles 2,741,141             86,769                  
Buses 96,921                  115,225                
Land 6,829,613             6,829,613             
Building 4,740,510             4,837,918             
Governmental activities capital assets, net 1,456,702,490$    1,178,085,074$    

Governmental activities

 

Additional information on SANDAG capital assets can be found in Note II.C in the notes to the basic financial 
statements of this report. 

Major projects under construction as of June 30, 2018, include: 

� TransNet EAP projects. These include major corridor projects for I-5, I-15, I-805, State Route 76, the 
Mid-Coast Corridor, and the Transportation Project Biological Mitigation Fund. The CIP balance for 
EAP projects is $1.4 billion and the overall cumulative fiscal year 2018 approved budget for EAP 
projects through fiscal year 2027 is $8.1 billion. 

Debt Administration 

Long-term debt. At the end of the current fiscal year, SANDAG had total debt outstanding of 
$2,709,697,785, which is comprised of $1,386,745,000 of tax-exempt sales tax revenue bonds, 
$338,960,000 of BABs (sales tax revenue bonds), net premium on the tax-exempt bonds of $157,107,559, 
$26,614,000 of outstanding commercial paper notes, compensated absences payable of $2,379,795, 
claims payable of $25,000, $537,480,000 of 2018 short-term notes with a premium of $29,636,301 and 
$230,697,785 of 2017 Series A toll revenue bonds with $36,557,785 premium. 
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2018 2017 2018 2017 2018 2017
Sales tax bonds 1,882,812,559$    1,928,648,386$    -$                       -$                       1,882,812,559$    1,928,648,386$    
2018 short-term notes 567,116,301         -                            -                         -                         567,116,301         -                            
Commercial paper 26,614,000           26,750,000           -                         -                         26,614,000           26,750,000           
Compensated absences 2,194,148             2,097,835             185,647             145,373              2,379,795             2,243,208             
TIFIA notes -                            -                            -                         115,405,218       -                            115,405,218         
Claims payable 25,000                  1,700,000             -                         -                         25,000                  1,700,000             
Unamortized debt adjustment -                            -                            -                         49,360,606         -                            49,360,606           
2017 Series A  toll revenue bonds -                            -                            230,697,785      -                         230,697,785         -                            

Total 2,478,762,008$    1,959,196,221$    230,883,432$    164,911,197$     2,709,645,440$    2,124,107,418$    

Governmental activities Business-type activities Total

 

In addition to the debt noted in the schedule above, net pension liability of $52,536,434 and Other Post-
Employment Benefit liability of $1,489,724 are included in fiscal year 2018. See Note II.K for further 
information. 

SANDAG total debt, including compensated absences, increased $585,538,022, which is primarily a result 
of the issuance of $537,480,000 of 2018 Series A short-term notes with a premium of $29,636,301. 

In November 2017, SANDAG issued a $194,140,000 of 2017 Series A toll revenue bonds for the purpose 
of providing funds to refinance indebtedness incurred by the SR 125 toll road operations in connection with 
acquisition of the South Bay Expressway. The Series A toll revenue bonds included a premium of 
$38,102,982 and carried an overall all-in interest rate of 3.33 percent with a maturity date of July 1, 2042. 

Additional information on SANDAG long-term debt can be found in Note II.G in the notes to the basic 
financial statements of this report. 

Economic Factors and Next Year’s Budgets 

� The OWP and Regional Operations Program are the non-capital portions of the Board-approved 
Program Budget. For the OWP, federal consolidated planning grant sources are expected to remain 
flat in fiscal year 2018, with local sales tax revenue expected to grow by 3.0 percent. The 
Board-approved total fiscal year 2019 OWP budget is $43.5 million. Nearly all planning activities within 
the OWP are continuing with a similar level of effort as the previous year, with more effort devoted to 
development of San Diego Forward: The 2019-2050 Regional Plan and the data governance program. 
Funding and activities relating to demographic and econometric modeling and criminal justice research 
are planned to increase slightly, and the Transportation Demand Management program continues to 
aggressively pursue alternatives to single occupancy commutes. Funding from state planning grants 
are planned to increase, while several federal pass-through grants will be ended. 

� The Regional Operations Program budget was approved for $67.6 million in the fiscal year 2019 budget 
and consists of the ongoing activities that require 24-hour monitoring, including the SR 125 Facilities 
Operations, Motorist Aid Call Box program, I-15 FasTrak, Freeway Service Patrol, Santa Fe Street 
property management, and ARJIS. Fiscal year 2019 marks the sixth year of tracking this group of 
programs separately, while most project budgets remained essentially flat compared to the previous 
year, SR 125 budgeted an increase in reserve contributions. Activities on the SR 125 toll facilities and 
I-15 FasTrak lanes continue to experience moderate traffic growth. 

� In the Capital Budget, cumulative capital project funding through fiscal year 2027 as approved in the 
fiscal year 2019 budget remained flat at $8.1 billion. SANDAG continues to partner with Caltrans and 
the transit operators to implement major transit and highway projects throughout the San Diego region. 
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� SANDAG continues to strive for continuous improvement by implementing cost-effective measures to 
maximize the efficiency of the general fund expenditures. SANDAG finance, administrative, and 
contract management functions continue to develop and use new technology to create more effective 
fiscal discipline, flexibility, and responsiveness. Emphasis is placed on scrutinizing all travel requests, 
re-evaluating each vacant position before authorizing replacement, expanding the ability to respond to 
legal issues, and optimizing the risk management portfolio. Administrative staffing and related 
expenditures are increasing 1.2 percent, with an approved budget of $14.8 million, primarily due to 
increased rent and professional services. 

� Actual cash basis sales tax collections have increased in 21 of the last 24 years of collections, with 
decreases occurring in fiscal years 2008, 2009, and 2010. Actual sales tax receipts in fiscal year 2018 
came in 3.53 percent higher over fiscal year 2017 actual receipts. An increase over the fiscal year 2018 
estimates of 3.0 percent is forecasted for fiscal year 2019. 

� For the fiscal year 2019 budget, $301 million in TransNet sales tax receipts is budgeted. The sales tax 
revenue budget will fund general government administration, bicycle, pedestrian, and neighborhood 
safety projects, the ITOC, major corridor capital projects, major corridor environmental mitigation, local 
project environmental mitigation, local street improvements, smart growth, new major corridor transit 
operations, and transit system improvements. 

Requests for Information 

This financial report was designed to provide a general overview of SANDAG finances for all those 
interested. Questions concerning any of the information provided in this report, or requests for additional 
financial information, should be addressed to the Director of Finance, San Diego Association of 
Governments, 401 B Street, Suite 800, San Diego, California 92101, or emailed to the Public Information 
Officer at pio@sandag.org. 
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San Diego Association of Governments
Statement of Net Position
June 30, 2018

Component Units
Governmental Business-type Totals

Activities Activities 2018 ARJIS

ASSETS

Cash and investments - unrestricted 788,627,692$   35,871,626$  824,499,318$  7,497,111$ 
Cash and investments - restricted - 5,170,068 5,170,068 -
Accounts receivable 575,761 3,780,851 4,356,612 560
Prepaid items and other assets 876,781 850,507 1,727,288 607,521
Interest receivable 2,122,982 160,689 2,283,671 11,479
Due from other governments 209,972,981 877,596 210,850,577 979,670
Due from component units 127,698 - 127,698 -
Internal balances (1,361,515) 1,361,515 - -
Derivative instrument - swap asset 24,119,001 - 24,119,001 -
Restricted assets:

Cash restricted for capital project retentions 24,895,780 28,955,820 53,851,600 -
Cash and investments restricted for debt service and other liabilities 88,810,766 16,940,865 105,751,631 -
Cash and investments restricted for environmental mitigation 1,123,928 - 1,123,928 -
Cash and investments restricted for major maintenance & project revenue - 37,337,728 37,337,728 -

Capital assets:
Non-depreciable 1,447,710,984 9,696,245 1,457,407,229 -
Depreciable, net of accumulated depreciation 8,991,506 332,737,899 341,729,405 350,380

Total assets 2,596,594,345 473,741,409 3,070,335,754 9,446,721

DEFERRED OUTFLOWS OF RESOURCES

Accumulated decrease in fair value of hedging swap agreement 64,264,809 - 64,264,809 -
Deferred refunding charge 4,311,685 544,235 4,855,920 -
Pension related 12,366,747 1,429,668 13,796,415 1,117,817
Other post-employment benefit related 440,100 48,746 488,846 25,350

Total deferred outflows of resources 81,383,341 2,022,649 83,405,990 1,143,167

LIABILITIES

Accounts payable 98,245,910 3,034,580 101,280,490 62,972
Retentions payable 6,467,067 130,232 6,597,299 -
Due to other governments 36,353,392 985,336 37,338,728 97,779
Due to primary government - - - 127,698
Accrued interest payable 22,346,158 5,930,675 28,276,833 -
Transponder deposits payable - 22,096 22,096 -
Unearned revenue 9,058,237 3,014,430 12,072,667 -
Derivative instrument - swap liability 64,264,809 - 64,264,809 -
Liabilities payable from restricted assets:

Deposits payable 11,579,062 - 11,579,062 -
Retentions payable 27,512,450 - 27,512,450 -
Long-term debt payable - due within one year 32,669,829 - 32,669,829 -

Noncurrent liabilities:
Due within one year 24,578,320 3,255,647 27,833,967 -
Due in more than one year 2,421,513,860 227,627,785 2,649,141,645 -
Net pension liability 44,346,004 5,159,078 49,505,082 3,031,352
Net other post-employment benefit liability 1,275,055 141,225 1,416,280 73,444

Total liabilities 2,800,210,153 249,301,084 3,049,511,237 3,393,245

DEFERRED INFLOWS OF RESOURCES

Unavailable revenue - - - -

Pension related 2,093,201 256,213 2,349,414 202,693
Other post-employment benefit related 17,898 1,982 19,880 1,031

Total deferred inflows of resources 2,111,099 258,195 2,369,294 203,724

NET POSITION

Net investment in capital assets 445,646,687 111,360,673 557,007,360 350,380
Restricted for:

Debt service and other liabilities 44,561,875 16,940,865 61,502,740 -
Environmental mitigation 1,123,928 - 1,123,928 -
Major maintenance post-acquisition - 37,153,023 37,153,023 -
Project revenue - 28,955,820 28,955,820 -
Toll road operations and improvements - 31,179,457 31,179,457 -
Customer prepaid - 172,395 172,395 -
Freeway emergency service 8,279,175 - 8,279,175 -
iCommute - 9,744 9,744 -
Property management - 35,564 35,564 -

Unrestricted (deficit) (623,955,231) 397,238 (623,557,993) 6,642,539

(124,343,566)$ 226,204,779$   101,861,213$   6,992,919$ 

See accompanying Notes to the Basic Financial Statements.

Total net position

Primary Government
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San Diego Association of Governments
Statement of Activities
For the year ended June 30, 2018

Operating Capital
Charges for Grants and Grants and

Functions/Programs Expenses Services Contributions Contributions

Primary government:
Governmental activities:

General government, net of cost recovery 365,593$ 547,426$ -$ -$
Modeling and research 6,437,020 - 4,390,002 -
Criminal justice 1,021,489 213,999 940,556 -
Sustainable development 8,172,047 - 5,098,043 -
Sustainable mobility programs and services 17,112,585 - 15,860,535 -
Internal and external coordination 6,914,668 - 1,576,362 -
SAFE program 1,870,670 2,694,729 - -
Bicycle facilities 880,943 - - -
Independent Taxpayer Oversight Committee 365,953 - - -
Major corridor projects 165,400 - - -
Major corridor environmental mitigation 8,879 - - -
Local project environmental mitigation 14,275 - - -
Local street improvements 86,085,711 - - -
Smart growth 5,596,218 - - -
New major corridor transit operations 12,033,896 - - -
Transit system improvements 46,247,104 - - -
Transit capital contributions 389,693,612 - - 174,146,558
Interest on long-term debt 78,563,591 - 6,548,928 -

Total governmental activities 661,549,654 3,456,154 34,414,426 174,146,558

Business-type activities:
Service Bureau 496,080 531,285 - -
SourcePoint 16,565 226,362 - -
Interstate 15 FasTrak 8,499,225 13,510,720 - -
State Route 125 Toll Road 33,940,919 41,748,531 - -

Total business-type activities 42,952,789 56,016,898 - -

Total primary government 704,502,443$    59,473,052$ 34,414,426$ 174,146,558$    

Component unit:
ARJIS 5,502,868 4,938,942 524,098 -

Total component units 5,502,868$ 4,938,942$ 524,098$ -$

General revenues:
Local TransNet sales tax funds
Local Transportation Development Act sales tax funds
Investment earnings
Other revenues

Transfers in (out)

Total general revenues and transfers

Change in net position
Net position - beginning of year
Implementation of GASB 75
Net position - beginning of year, restated

Net position - end of year

Program Revenues

See accompanying Notes to the Basic Financial Statements.
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Component Units
Governmental Business-type Totals

Totals Activities Activities 2018 ARJIS

547,426$ 181,833$ -$ 181,833$ -$
4,390,002 (2,047,018) - (2,047,018) -
1,154,555 133,066 - 133,066 -
5,098,043 (3,074,004) - (3,074,004) -

15,860,535 (1,252,050) - (1,252,050) -
1,576,362 (5,338,306) - (5,338,306) -
2,694,729 824,059 - 824,059 -

- (880,943) - (880,943) -
- (365,953) - (365,953) -
- (165,400) - (165,400) -
- (8,879) - (8,879) -
- (14,275) - (14,275) -
- (86,085,711) - (86,085,711) -
- (5,596,218) - (5,596,218) -
- (12,033,896) - (12,033,896) -
- (46,247,104) - (46,247,104) -

174,146,558 (215,547,054) - (215,547,054) -
6,548,928 (72,014,663) - (72,014,663) -

212,017,138 (449,532,516) - (449,532,516) -

531,285 - 35,205 35,205 -
226,362 - 209,797 209,797 -

13,510,720 - 5,011,495 5,011,495 -
41,748,531 - 7,807,612 7,807,612 -

56,016,898 - 13,064,109 13,064,109 -

268,034,036$    (449,532,516) 13,064,109 (436,468,407) -

5,463,040 (39,828)

5,463,040$ (39,828)

302,364,081 - 302,364,081 -
10,200,837 - 10,200,837 -
15,120,087 1,532,640 16,652,727 121,026

53,195 - 53,195 -
7,694,442 (7,694,442) - -

335,432,642 (6,161,802) 329,270,840 121,026

(114,099,874) 6,902,307 (107,197,567) 81,198
(8,762,369) 219,408,330 210,645,961 6,966,772
(1,481,323) (105,858) (1,587,181) (55,051)

(10,243,692) 219,302,472 209,058,780 6,911,721

(124,343,566)$    226,204,779$     101,861,213$     6,992,919$  

Primary Government

Net (Expense) Revenue and
Changes in Net Position

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Balance Sheet
Governmental Funds
June 30, 2018

San Diego

County Regional

Transportation Capital

General Commission Sales Projects

Fund Tax Projects Fund Fund

ASSETS

Cash and investments 12,598,498$ 424,538,091$ -$ 

Accounts receivable 16 - 47,045

Prepaid items and other assets 371,896 32,620 272,330

Interest receivable 18,766 1,646,954 -

Due from other funds 337,600 35,628,177 89,433,486

Due from other governments 53,476 61,468,631 83,129,950

Due from component units 127,698 - -

Cash and investments - restricted 4,771,795 1,123,928 24,895,780

Total assets 18,279,745$ 524,438,401$ 197,778,591$ 

LIABILITIES

Liabilities:
Accounts payable 273,586$ 437,683$ 92,205,839$ 

Accrued liabilities 666,549 - -

Retentions payable - 4,905 5,440,039

Due to other funds 1 88,351,102 35,606,142

Due to other governments 218,854 5,217,434 29,104,813

Unearned revenue - - 6,791,214

Liabilities payable from restricted assets - - 27,512,450

Total liabilities 1,158,990 94,011,124 196,660,497

DEFERRED INFLOWS OF RESOURCES

Unavailable revenue - - 9,007,098

Total deferred inflows of resources - - 9,007,098

FUND BALANCES (DEFICIT)

Nonspendable:

Prepaid items 371,896 32,620 272,330

Total nonspendable 371,896 32,620 272,330

Restricted for:

Pension benefits 4,771,795 - -

Environmental mitigation - 1,123,928 -

Debt service - - -

TransNet -eligible projects - 429,270,729 -

Freeway emergency service - - -

Total restricted 4,771,795 430,394,657 -

Committed to:

Agency contingency reserve 7,990,000 - -

Total committed 7,990,000 - -

Assigned to:

Project Expenses 140,460 - -

Total assigned 140,460 - -

Unassigned 3,846,604 - (8,161,334)

Total fund balances (deficit) 17,120,755 430,427,277 (7,889,004)

Total liabilities, deferred inflows of resources
and fund balances 18,279,745$ 524,438,401$  197,778,591$  

Major Funds

See accompanying Notes to the Basic Financial Statements.
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San Diego

County Regional

Transportation Other

Commission Governmental

Debt Service Fund Funds 2018

340,524,007$ 10,967,096$ 788,627,692$ 

- 528,700 575,761

- 199,935 876,781

98,943 41,936 1,806,599

- 3,858,311 129,257,574

53,016,318 12,288,012 209,956,387

- - 127,698

84,038,971 - 114,830,474

477,678,239$ 27,883,990$ 1,246,058,966$ 

8,974$ 4,632,062$ 97,558,144$ 

- 21,217 687,766

- 1,022,123 6,467,067

22,348 6,639,496 130,619,089

- 1,812,291 36,353,392

- 2,267,023 9,058,237

11,579,062 - 39,091,512

11,610,384 16,394,212 319,835,207

53,016,318 6,080,547 68,103,963

53,016,318 6,080,547 68,103,963

- 199,935 876,781

- 199,935 876,781

- - 4,771,795

- - 1,123,928

83,816,994 - 83,816,994

329,234,543 - 758,505,272

- 8,279,175 8,279,175

413,051,537 8,279,175 856,497,164

- - 7,990,000

- - 7,990,000

- - 140,460

- - 140,460

- (3,069,879) (7,384,609)

413,051,537 5,409,231 858,119,796

477,678,239$  27,883,990$ 1,246,058,966$  

Totals

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Reconciliation of the Governmental Funds Balance Sheet

to the Government-Wide Statement of Net Position

Total Fund Balances - Total Governmental Funds 858,119,796$

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the governmental funds.

Capital assets, non-depreciable 1,447,710,984
Capital assets, depreciable 16,977,920
Accumulated depreciation (7,986,414)

Other long-term assets are not available to pay for current-period expenditures and, therefore,
are not reported in the governmental funds.

Accrued interest income - swap asset 316,383
Accrued interest income - commercial paper 16,594

Some revenues will be collected after year-end, but are not available soon enough to pay for
the current period's expenditures, and therefore are not reported in the governmental funds. 68,103,963

Long-term liabilities, including debt payable, are not due and payable in the current period and,
therefore, are not reported in the governmental funds.

Accrued interest payable - bond (22,329,564)
Accrued interest payable - commercial paper (16,594)
Commercial paper payable (26,614,000)
Bond premium (186,743,860)
Deferred refunding charge 4,311,685
Bonds payable (2,263,185,000)
Claims payable (25,000)
Compensated absences (2,194,149)

Net pension liability and related deferred outflow and inflows of resources are not due and
payable in the current period and, therefore, are not reported in the governmental funds.

Deferred outflows of resources - pension related 12,366,747
Net pension liability (44,346,004)
Deferred inflows of resources - pension related (2,093,201)

Net other post-employment benefit (OPEB) liability and related deferred outflow and inflows of
resources are not due and payable in the current period and, therefore, are not reported in the
governmental funds.

Deferred outflows of resources - OPEB related 440,100
Net OPEB liability (1,275,055)
Deferred inflows of resources - OPEB related (17,898)

Derivative instruments are not reported in the funds but must be reported in the statement of
net position.

Derivative instrument - swap asset 24,119,001
Accumulated decrease in fair value of hedging swap agreements 64,264,809
Derivative instrument - swap liability (64,264,809)

Net Position of Governmental Activities (124,343,566)$

Amounts reported for governmental activities in the statement of net position are different because:

June 30, 2018

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Statement of Revenues, Expenditures, and Change in Fund Balances
Governmental Funds
For the year ended June 30, 2018

San Diego
County Regional
Transportation

General Commission Sales
Fund Tax Projects Fund

REVENUES
Federal funds -$ -$
State funds - -
Local TransNet  sales tax funds - 302,364,081
Local Transportation Development Act sales tax funds 7,506,061 -
Other local governmental funding - -
SAFE program revenue - -
Member agency assessments 547,426 -
Investment earnings 311,711 7,577,575
Debt repayments from other governments - -
Other revenues 31,439 21,756

Total revenues 8,396,637 309,963,412

EXPENDITURES
Current:

General government 44,806,974 -
Cost recovery (45,001,058) -
Modeling and research - -
Criminal justice - -
Sustainable development - -
Sustainable mobility programs and services - -
Internal and external coordination - -
SAFE program - -
Bicycle facilities - 632,942
Independent Taxpayer Oversight Committee - 365,953
Major corridor capital projects - 165,400
Major corridor environmental mitigation - 8,879
Local project environmental mitigation - 14,275
Local street and road improvements - 87,149,711
Smart growth - 13,549
New major corridor transit operations - 12,033,896
Transit system improvements - 44,419,351
Regional transportation improvements - -

Debt service:
Principal retirement - -
Debt issuance costs - -
Interest and other charges - -

Total expenditures (194,084) 144,803,956

REVENUES OVER (UNDER) EXPENDITURES 8,590,721 165,159,456

OTHER FINANCING SOURCES (USES)
Transfers in 153,242 394,955,708
Transfers out (8,315,361) (610,425,608)
Commercial paper issued - -
Bonds issued - -
Premium on bonds issued - -

Total other financing sources (uses) (8,162,119) (215,469,900)

Net change in fund balances 428,602 (50,310,444)

16,692,153 480,737,721

17,120,755$ 430,427,277$

FUND BALANCES (DEFICIT)
Beginning of year

End of year

Major F�nd

See accompanying Notes to the Basic Financial Statements.
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San Diego
County Regional

Capital Transportation Other Totals
Projects Commission Governmental

Fund Debt Service Fund Funds 2018

113,987,379$ 6,548,928$ 20,603,008$ 141,139,315$
48,230,390 - 7,294,331 55,524,721

- - - 302,364,081
2,694,776 - - 10,200,837
8,946,553 - 2,050,678 10,997,231

- - 2,694,729 2,694,729
- - 213,999 761,425
- 3,546,408 167,312 11,603,006
- 1,519,755 - 1,519,755
- - - 53,195

173,859,098 11,615,091 33,024,057 536,858,295

- - - 44,806,974
- - - (45,001,058)
- - 6,478,846 6,478,846
- - 1,021,489 1,021,489
- - 8,172,047 8,172,047
- - 20,037,889 20,037,889
- - 6,914,668 6,914,668
- - 1,870,670 1,870,670
- - 248,001 880,943
- - - 365,953
- - - 165,400
- - - 8,879
- - - 14,275
- - - 87,149,711
- - 5,582,669 5,596,218
- - - 12,033,896
- - 1,827,753 46,247,104

664,502,130 - - 664,502,130

- 55,906,000 - 55,906,000
- 1,557,833 - 1,557,833
- 87,552,444 - 87,552,444

664,502,130 145,016,277 52,154,032 1,006,282,311

(490,643,032) (133,401,186) (19,129,975) (469,424,016)

487,506,591 118,000,912 22,458,080 1,023,074,533
(115,870) (394,955,708) (1,567,544) (1,015,380,091)

- 28,650,000 - 28,650,000
- 537,480,000 - 537,480,000
- 31,625,092 - 31,625,092

487,390,721 320,800,296 20,890,536 605,449,534

(3,252,311) 187,399,110 1,760,561 136,025,518

(4,636,693) 225,652,427 3,648,670 722,094,278

(7,889,004)$ 413,051,537$ 5,409,231$ 858,119,796$

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances

of Governmental Funds to the Government-Wide Statement of Activities
For the year ended June 30, 2018

Net Change in Fund Balances - Total Governmental Funds 136,025,518$    

Interest earnings (expense) in the government-wide statement of activities that do not provide current
financial resources are not reported as interest revenues in the funds.

Commercial paper accrued interest revenue 295,219
Internal balances SR 125 to the Commission interest repayment (3,666,019)
Change in fair value of derivative instrument 6,887,881

Governmental funds report regional transportation improvements as expenditures. However, in the
statement of activities, the cost of those assets consumes the current financial resources of governmental
funds and has no effect on net position. The cost of the capital assets is allocated over their useful lives and
reported as depreciation expense.

Capital assets additions 3,269,445
Depreciation expense (1,890,512)
Regional transportation improvements 653,703,578
Contributed to other government agencies (376,465,095)

The issuance of long-term debt (e.g., bonds, commercial paper) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental 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 are amortized in the government-wide statement of activities.
This amount is the net effect of these differences in the treatment of long-term debt and related items.

Revenue bond principal retirement 27,120,000
Commercial paper issued (28,650,000)
Commercial paper pass-through payments to other governments 1,064,000
Debt repayments from other governments - bond (996,843)
Debt repayments from other governments - commercial paper (522,912)
Commercial paper repayments 28,786,000
Bonds issued (537,480,000)
Premium on bonds issued (31,625,092)
Amortization expense on unamortized premium on bonds issued 18,681,297
Amortization expense on unamortized loss on bond refunding (4,567,261)

Some revenues do not provide current financial resources, and therefore, are deferred in governmental
funds. 899,717

Adjustments made to other liabilities and assets do not use current financial resources and, therefore, are
not recognized in the funds.

Change in interest payable (3,567,350)
Change in net OPEB liability and related accounts 102,879
Change in compensated absences (96,314)
Claims payable 1,675,000
Change in net pension liability and related accounts (3,083,010)

Change in Net Position of Governmental Activities (114,099,874)$   

Amounts reported for governmental activities in the statement of activities are different because:

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Statement of Net Position
Proprietary Funds
June 30, 2018

Totals

Major Fund Nonmajor

SR 125 Toll Road Funds 2018

ASSETS

Current assets:

Cash and cash equivalents - unrestricted 3,615,204$ 32,256,422$  35,871,626$  

Cash and cash equivalents - restricted - 12,310 12,310

Accounts receivable 3,571,363 209,488 3,780,851

Prepaid items and other assets 842,309 8,198 850,507

Interest receivable 31,285 129,404 160,689

Due from other funds 30,513 1,825,523 1,856,036

Due from other governments 247,912 629,684 877,596

Total current assets 8,338,586 35,071,029 43,409,615

Noncurrent assets:

Cash and investments - restricted 88,392,171 - 88,392,171

Non-depreciable capital assets 6,656,663 3,039,582 9,696,245

Depreciable capital assets, net of accumulated depreciation 323,557,727 9,180,172 332,737,899

Total noncurrent assets 418,606,561 12,219,754 430,826,315

Total assets 426,945,147 47,290,783 474,235,930

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflow of resources - refunding 544,235 - 544,235

Deferred outflow of resources - pension related 1,429,668 - 1,429,668

Deferred outflow of resources - OPEB related 48,746 - 48,746

Total deferred outflows of resources 2,022,649 - 2,022,649

LIABILITIES

Current liabilities:

Accounts payable 1,385,195 1,595,301 2,980,496

Accrued liabilities 54,084 - 54,084

Retentions payable 83,348 46,884 130,232

Due to other funds 465,793 28,728 494,521

Due to other governments 136,810 848,526 985,336

Security deposit - 17,381 17,381

Transponder deposits payable 18,710 3,386 22,096

Unearned revenue 1,770,915 1,243,515 3,014,430

Interest payable 5,913,294 - 5,913,294

Long term liabilities due within one year 3,255,647 - 3,255,647

Total current liabilities 13,083,796 3,783,721 16,867,517

Noncurrent liabilities:

Bonds payable 227,627,785 - 227,627,785

Net pension liability 5,159,078 - 5,159,078

Net OPEB liability 141,225 - 141,225

Total noncurrent liabilities 232,928,088 - 232,928,088

Total liabilities 246,011,884 3,783,721 249,795,605

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources - pension related 256,213 - 256,213

Deferred inflows of resources - OPEB related 1,982 - 1,982

 Total deferred inflows of resources 258,195 - 258,195

NET POSITION

Net investment in capital assets 99,475,614 11,885,059 111,360,673

Restricted for:

Debt service 16,940,865 - 16,940,865

Major maintenance and capital expenditure 37,153,023 - 37,153,023

Project revenue 28,955,820 - 28,955,820

Customer prepaid reserve 172,395 - 172,395

iCommute - 9,744 9,744

Property management - 35,564 35,564

Toll road operations and improvements - 31,179,457 31,179,457

Unrestricted (deficit) - 397,238 397,238

Total net position 182,697,717$ 43,507,062$  226,204,779$

Business-type Activities-Enterprise Funds

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Statement of Revenues, Expenses, and Change in Net Position
Proprietary Funds
For the year ended June 30, 2018

Totals

Major Fund Nonmajor

SR 125 Toll Road Funds 2018

OPERATING REVENUES

State Route 125 Toll Road revenue 40,416,579$ -$ 40,416,579$

Interstate 15 FasTrak permit revenue - 13,423,159 13,423,159

Interstate 15 FasTrak fines and forfeitures revenue - 87,561 87,561

Service Bureau transportation modeling service fees - 531,285 531,285

SourcePoint charges for service - 226,362 226,362

Other revenue 1,331,952 - 1,331,952

Total operating revenues 41,748,531 14,268,367 56,016,898

OPERATING EXPENSES

Roadway operations expenses 2,988,514 4,867,402 7,855,916

SourcePoint iCommute operating expenses - 9,831 9,831

Payroll and other compensation expenses 6,106,156 945,385 7,051,541

Administrative costs 1,128,988 507,209 1,636,197

Professional services 755,422 419,221 1,174,643

Depreciation 13,241,429 2,262,822 15,504,251

Total operating expenses 24,220,509 9,011,870 33,232,379

Operating income (loss) 17,528,022 5,256,497 22,784,519

NONOPERATING REVENUES (EXPENSES)

Other income (expenses) (1,779,361) (2,999) (1,782,360)

Interest income 1,077,968 457,671 1,535,639

Interest expense (7,941,049) - (7,941,049)

Total nonoperating revenues (expenses) (8,642,442) 454,672 (8,187,770)

INCOME (LOSS) BEFORE CONTRIBUTIONS AND TRANSFERS 8,885,580 5,711,169 14,596,749

Transfers out (7,606,585) (87,857) (7,694,442)

Total transfers (7,606,585) (87,857) (7,694,442)

CHANGE IN NET POSITION 1,278,995 5,623,312 6,902,307

Net position:

Beginning of year 181,524,580 37,883,750 219,408,330

Implementation of GASB 75 (105,858) - (105,858)

Beginning of year, restated 181,418,722 - 219,302,472

End of year 182,697,717$ 43,507,062$ 226,204,779$

Business-type Activities - Enterprise Funds

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments
Statement of Cash Flows
Proprietary Funds
For the year ended June 30, 2018

SR 125 Toll Road Nonmajor Funds 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users 40,449,037$  20,961,937$  61,410,974$  

Payments for employee salaries and benefits (5,743,421) (789,768) (6,533,189)

Payments for operations (5,641,157) (5,793,627) (11,434,784)

Net cash provided by (used for) operating activities 29,064,459 14,378,542 43,443,001

CASH FLOWS FROM CAPITAL FINANCING AND RELATED ACTIVITIES

Transfer to governmental funds (7,606,585) (52,466) (7,659,051)
Proceeds from long-term debt 231,460,545 - 231,460,545

Acquisition and construction of capital assets (9,817,194) (3,322,171) (13,139,365)

Principal payment on debt (230,409,849) - (230,409,849)

Interest payment on debt (1,037,909) - (1,037,909)
Payments on debt issuance costs (996,924) - (996,924)

Net cash provided by (used for) capital financing and related activities (18,407,916) (3,374,637) (21,782,553)

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts from rent - 262,409 262,409

Payment made for rental property - (281,433) (281,433)

Interest income (loss) 1,132,539 375,506 1,508,045

Net cash provided  by (used for) investing activities 1,132,539 356,482 1,489,021

Net increase in cash and investments 11,789,082 11,360,387 23,149,469

Cash and investments, beginning of year 80,218,293 20,908,345 101,126,638

Cash and investments, end of year 92,007,375$  32,268,732$  124,276,107$
(117 957 006)

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Operating income (loss) 17,528,022$  5,256,497$  22,784,519$  

Adjustments to reconcile net cash provided by (used for) operating activities:

Depreciation 13,241,429 2,262,822 15,504,251

(Increase) decrease in:

Accounts receivable (1,308,227) 25,418 (1,282,809)

Due from other funds (4,935) 6,833,217 6,828,282

Due from other governments 139,816 (39,585) 100,231

Prepaid expenses (197,845) (2,617) (200,462)

Increase (decrease) in:

Accounts payable 104,675 343,966 448,641

Retentions payable - 35,163 35,163

Due to other funds (855,530) (399,821) (1,255,351)

Due to other governments (69,849) 182,994 113,145

Accrued liabilities 54,419 - 54,419

Unearned revenue 120,270 97,468 217,738

Net pension liability and related deferred inflows and outflows 323,610 - 323,610

Net OPEB liability and related deferred inflows and outflows (11,396) - (11,396)

Total adjustments 11,536,437 9,339,025 20,875,462

Net cash provided by (used for) operating activities 29,064,459$  14,595,522$  43,659,981$  

2,198,548 - 2,198,548

(996,326) - (996,326)
(1,545,197) - (1,545,197)

23,003 - 23,003 

501,878 287,811 789,689 

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES�
Interest accretion on TIFIA notes

Amortization of debt adjustment at acquisition

Bond premium amortization

Refunding loss amortization

Capital asset purchase included in accounts payable

Business-type Activities - Enterprise Funds Totals

See accompanying Notes to the Basic Financial Statements.
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San Diego Association of Governments 
Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The basic financial statements of the San Diego Association of Governments (SANDAG) have been 
prepared in conformity with generally accepted accounting principles (GAAP) in the United States as 
applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted 
standard-setting body of establishing governmental accounting and financial reporting principles. The more 
significant of SANDAG accounting policies are described below. 

A. Reporting entity 

SANDAG was formed under a Joint Powers Agreement dated September 10,1972, and was originally 
named the Comprehensive Planning Organization. The Joint Powers Agreement was amended on 
November 5, 1980, to change the agency’s name to the San Diego Association of Governments. The 
member agencies include 18 incorporated cities from the San Diego region and the County of  
San Diego, California. 

On January 1, 2003, SANDAG became a legislatively created regional government agency pursuant 
to the San Diego Regional Transportation Consolidation Act (Public Utilities Code Section 132350, 
et seq.). The SANDAG Board of Directors (Board) includes representatives from the 18 incorporated 
cities in the San Diego region and the County of San Diego. The effect of this legislation was to make 
SANDAG a permanent, rather than voluntary, association of local governments and to increase the 
SANDAG responsibilities and powers. The act also required the consolidation of the planning, 
programming, project development, and construction functions of the San Diego Metropolitan Transit 
Development Board, currently known as the Metropolitan Transit System (MTS) and the North 
San Diego County Transit Development Board, currently known as the North County Transit District 
(NCTD), into SANDAG. 

As required by GAAP, these financial statements present SANDAG and its component units, entities 
for which SANDAG is considered to be financially accountable. Blended component units, although 
legally separate units are, in substance, part of an agency’s operations, and so data from these units 
are combined with data of the agency. Discretely presented component units, on the other hand, are 
reported in a separate column in the combined financial statements to emphasize they are legally 
separate from the agency. SANDAG has two blended component units and one discretely presented 
component unit. All component units have a June 30 year end. 

Included within the reporting entity as blended component units: 

San Diego County Regional Transportation Commission (Commission) – The Commission is the 
agency established for the purpose of, and is responsible for, the implementation and administration of 
transportation improvement programs funded by the San Diego countywide one-half percent sales tax 
that was effective April 1, 1988, through 2008, as a result of the 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 one-half percent sales tax for 40 more years to 2048. The Commission’s 
governing board is the same as the SANDAG governing board. The Commission exclusively benefits 
SANDAG and SANDAG member agencies. The Commission is presented as two funds: (1) a special 
revenue fund type; and (2) a debt service fund type.
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San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

SourcePoint – On April 15, 1982, SANDAG formed a nonprofit 501(c)(3) corporation, SourcePoint, 
for the purpose of providing fee-based products and services that meet the needs of decision-
makers in the public and private sectors, while enhancing the quality and extent of demographic, 
economic, transportation, land use, criminal justice, and other information maintained in the 
Regional Information System (RIS). The SourcePoint governing board is the SANDAG Executive 
Committee, which is made up of six voting members from among the primary and alternate voting 
members of the SANDAG governing board. As a blended component unit of SANDAG, all of the 
members of the SourcePoint board are primary voting members of the SANDAG governing body, 
and SANDAG can, therefore, impose its will on SourcePoint activities. SANDAG is financially 
responsible for and benefit exclusively from SourcePoint activities. SourcePoint provides services 
directly to the public. 

Included within the reporting entity as a discretely presented component unit: 

Automated Regional Justice Information System (ARJIS) – ARJIS is a Joint Powers Agency 
established in December 1980 under a joint powers agreement with the County of San Diego and 
all municipalities in the County, including the City of San Diego. In January 2004, the joint powers 
agreement was amended, as public agencies of the San Diego region recognized the need for 
continued operation, maintenance, enhancement, and implementation of ARJIS in order to provide 
improved law enforcement capabilities within the San Diego region and designated SANDAG as 
the administrator, effective July 1, 2004. ARJIS provides a regional complex criminal justice 
enterprise information system utilized by more than 50 local, state, and federal agencies in the San 
Diego region. The ARJIS governing board is the SANDAG Public Safety Committee, which is made 
up of six members from among the primary and alternate voting members of the SANDAG 
governing board, as well as six voting public safety representatives, and various public safety 
advisory members. The ARJIS governing board is not substantively the same as the entire 
SANDAG governing board; however, a voting majority of the ARJIS board can be primary or 
alternate voting members of the SANDAG governing board, and SANDAG is the administrator of 
ARJIS. Therefore, SANDAG can and does impose its will on ARJIS activities. ARJIS provides 
services directly to the public.  

Complete audited individual financial statements for the Commission, SourcePoint, and ARJIS 
component units may be obtained from SANDAG, 401 B Street, Suite 800, San Diego, California 
92101, (619) 699-1900, sandag.org. 

B. Government-wide and fund financial statements 

The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the activities of the primary government and its discretely 
presented component unit. For the most part, the effect of interfund activity has been removed from 
these statements. Governmental activities, which normally are supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities, which rely to a 
significant extent on fees and charges for support. The primary government is reported separately 
from the legally separate, discretely presented component unit for which the primary government is 
financially accountable. 
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San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

The statement of activities demonstrates the degree to which the direct expenses of a given function 
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable with 
a specific function or segment. Program revenues include: (1) charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment; and (2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues. Separate financial statements are 
provided for governmental funds and proprietary funds. 

C. Measurement focus, basis of accounting, and financial statement presentation 

Government-wide financial statements are reported using the “economic resources” measurement focus 
and the accrual basis of accounting. Revenues are recorded when earned, and expenses are recorded 
when a liability is incurred, regardless of the timing of related cash flows. Sales tax is recognized as 
revenue in the year in which it is earned. Grants and similar items are recognized as revenue as soon 
as all eligibility requirements imposed by the provider have been met. 

Governmental fund financial statements are reported using the “current financial resources” 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon 
as they are both measurable and available. Revenues are considered available when they are 
collectible within the current period or soon enough thereafter (generally 120 days after year end) to 
pay liabilities of the current period. Expenditures generally are recorded when a liability is incurred, as 
under accrual accounting; however, debt service expenditures, as well as expenditures related to 
compensated absences, and claims and judgments, are recorded only when payment is due. 

Revenues which are considered susceptible to accrual include sales tax, interest, and state and federal 
grants. In applying the subject to accrual concept to state and federal revenues, the legal and 
contractual requirements of the numerous individual programs are used as guidance. 

Other revenues are recorded as revenues when received in cash because they are generally not 
measurable until received. 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating 
revenues and expenses generally result from providing services and producing and delivering goods 
in connection with a proprietary fund’s principal ongoing operations. The principal operating revenues 
of SANDAG proprietary funds are toll revenues, charges for services, and iCommute promotions. 
Operating expenses for proprietary funds include roadway maintenance, cost of services, 
administrative expenses and depreciation on capital assets. All revenues and expenses not meeting 
this definition are reported as nonoperating revenues and expenses. 

SANDAG reports the following major governmental funds: 

The general fund is the SANDAG primary operating fund. It accounts for all financial resources of 
the general government, except those required to be accounted for in another fund. Revenues are 
primarily derived from local Transportation Development Act (TDA) funds, member agency 
assessments, and cost recovery related to labor and overhead costs which are recovered through 
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San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

operating and capital grants. Expenditures are primarily expended for general government 
overhead, net of cost recovery. 

The special revenue San Diego County Regional Transportation Commission sales tax projects 
fund (Commission sales tax projects fund) accounts for the activities and resources of the 
Commission, a blended component unit, received pursuant to the countywide one-half percent local 
sales tax. These revenues are passed through to other governmental agencies to be spent in 
accordance with the TransNet ordinances, transferred to other SANDAG governmental funds, or 
transferred to the Commission’s debt service fund to make principal and interest payments on the 
long-term debt sales tax revenue bonds, short-term notes and commercial paper. 

The capital projects fund accounts for the resources and activities of SANDAG to provide for 
highway improvements and rail and bus capital improvements, and replacements and other capital 
implementation projects. Revenues are primarily derived from federal and state capital grants, TDA, 
and TransNet funds. 

The San Diego County Regional Transportation Commission debt service fund (Commission debt 
service fund) accounts for the activities and resources accumulated for principal and interest 
payments on the long-term debt sales tax revenue bonds, short-term notes and commercial paper 
of the Commission, a blended component unit. Revenues are derived from interest earned on 
investments accumulated for the payment of principal and interest on the bonds, notes and 
commercial paper, proceeds of bonds, debt repayments from other governmental agencies, and 
the federal subsidy related to the 2010 Build America Bonds (BABs) issuance. 

SANDAG reports the following other governmental fund types: 

The special revenue general services fund accounts for the activities and resources of SANDAG 
to provide primarily for modeling and research, criminal justice, planning and forecasting, 
sustainable development, smart mobility programs and services, intermodal planning and 
implementation, and internal and external coordination. Revenues are primarily derived from 
federal, state, and local operating grants and contributions. 

The special revenue San Diego Service Authority for Freeway Emergencies (SAFE) fund accounts 
for the activities of the SAFE program, which is responsible for purchasing, installing, operating, 
and maintaining a motorist aid system of call boxes in San Diego County. The SAFE program 
operation was transferred from the County of San Diego to SANDAG as of January 1, 2013, by the 
adoption of Assembly Bill No. 1572 (Fletcher, 2012). 

SANDAG reports the following major proprietary funds: 

The State Route 125 (SR 125) fund accounts for the activities of the SANDAG SR 125 toll road, an 
11.2-mile, limited-access highway in the County of San Diego. On December 21, 2011, SANDAG 
acquired the rights and interest in a Franchise Agreement between South Bay Expressway, LLC, 
and Caltrans. Under the Agreement, SANDAG has contractual rights to develop and operate the 
SR 125 toll road. The SR 125 fund was established in December 2011 as a proprietary fund under 
the oversight of SANDAG to operate the toll road. 
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San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

SANDAG reports the following other proprietary fund types: 

The Service Bureau fund accounts for activities of the SANDAG Service Bureau, which is a fee-
based operation providing informational and technical services to member agencies, nonmember 
government agencies, private organizations, and individuals. The purpose of the Service Bureau 
is to offer products and services that meet the needs of decision-makers in the public and private 
sectors, while enhancing the quality and extent of demographic, economic, transportation, land 
use, criminal justice, and other information maintained in the SANDAG Regional Information 
System and the technology used to support it. One of the goals of the Service Bureau is to generate 
revenue to update and enhance the Regional Information System. 

The SourcePoint fund, a blended component unit 501(c)(3) nonprofit agency, accounts for fee-
based products and services of projects for clients with a requirement to conduct business with a 
nonprofit agency. 

The Interstate 15 (I-15) FasTrak® fund accounts for the activities of the I-15 FasTrak program, 
which allows solo drivers to pay a toll to use the 16 miles of express lanes on I-15. 

The Property Management fund accounts for the operating activities of commercial buildings and 
land purchased by SANDAG in the current fiscal year for the benefit and in support of the Mid-
Coast Corridor Transit project undertaken by SANDAG. 

Interfund balances and transfers have been eliminated from the government-wide  
financial statements. 

Amounts reported as program revenues include: (1) charges to customers or other governmental 
agencies for services or privileges provided; (2) operating grants and contributions; and (3) capital 
grants and contributions. Internally dedicated resources are reported as general revenues rather than 
as program revenues. Likewise, general revenues include sales tax and other general revenues not 
restricted to specific programs. 

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regard to interfund 
activities, payables, and receivables. All internal balances in the statement of net position have been 
eliminated except those representing balances between the governmental activities and the business-
type activities, which are presented as internal balances and eliminated in the total primary government 
column. In the statement of activities, those transactions between governmental and business-type 
activities have not been eliminated. 

D. Budgetary information 

1. Budgetary basis of accounting 

An annual budget is adopted on a basis consistent with GAAP for the general fund, special 
revenue funds, debt service fund, and capital projects fund. 
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2. Expenditures in excess of appropriations 

The Commission debt service fund had an excess of $33,941,816 expenditures over 
appropriations at June 30, 2018, which was primarily the result of the principal repayment of 
$28,786,000 in commercial paper, which was not budgeted, and excess of variable-rate interest 
and swap payments and other costs on the 2008 Series bonds. 

E. Assets, liabilities, deferred outflows/inflows of resources, and net position/fund balance 

1. Cash and investments 

SANDAG considers all highly liquid investments with maturities of 90 days or less at the 
acquisition date to be cash and cash equivalents because they are readily convertible to known 
amounts of cash and are so near their maturity that they present an insignificant risk of change 
in value. Securities purchased with a maturity date greater than three months at the date of 
acquisition have been classified as investments. 

SANDAG investment policies are in accordance with California Government Code Section 53601. 
See Note II.A.3 for further detail of allowable investments. 

SANDAG voluntarily participates in an investment pool managed by the State of California, titled 
LAIF. Deposits in the LAIF pool are presented as cash and cash equivalents as they are available 
for immediate withdrawal or deposit at any time without prior notice or penalty and there is no 
significant risk of principal loss. The LAIF investments are subject to credit risk with the full faith 
and credit of the State of California collateralizing these investments. The reported value of the 
pool is at amortized cost and is not rated. At June 30, 2018, LAIF had an average maturity of 193 
days. 

SANDAG is a voluntary participant in the CAMP, which is an investment pool, offered by the 
California Asset Management Trust. The trust is a joint powers authority and public agency 
created by the Declaration of Trust and established under the provisions of the California Joint 
Exercise of Powers Act (California Government Code Sections 6500, et seq.) for the purpose of 
exercising the common power of its participants to invest certain proceeds of debt issues and 
surplus funds. In accordance with Section 53601(p) of the California Government Code, CAMP’s 
investments are limited to investments permitted by subdivisions (a) to (n), inclusive, of Section 
53601. Deposits in the CAMP are presented as cash and cash equivalents as they are available 
for immediate withdrawal or deposit at any time without prior notice or penalty and there is no 
significant risk of principal loss. SANDAG reports its investments in CAMP at amortized cost 
provided by CAMP, which is the same as the value of the pool share. At June 30, 2018, the pool 
had an average maturity of 35 days. 

SANDAG also voluntarily participates in the San Diego County Treasurer’s Pooled Money Fund 
(Pool), which is administered by the Treasurer-Tax Collector’s Office. Deposits in the Pool are 
presented as cash and cash equivalents as they are available for withdrawal with two days’ notice 
or immediate deposit at any time without prior notice or penalty and there is no significant risk of 
principal loss. The fair value of the SANDAG investment in the Pool is reported at amounts based 

54

300

**DRAFT**v2



San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

upon the SANDAG pro rata share of the fair value provided by the Treasurer-Tax Collector’s 
Office for the entire portfolio (in relation to the amortized cost of that portfolio). The balance 
available for withdrawal is based on the accounting records maintained by the Treasurer-Tax 
Collector’s Office, which is recorded on the amortized cost basis. Earnings realized on 
investments based on amortized cost are distributed to Investment Pool participants. Section 
27013 of the California Government Code authorizes the Treasurer-Tax Collector’s Office to 
deduct administrative fees related to investments. The net realized earnings on investments are 
apportioned to Pool participants quarterly, based on the participants’ average daily balances. The 
County’s annual financial report for the Pool can be obtained from the Treasurer-Tax Collector at 
1600 Pacific Highway, Room 162, San Diego, California, 92101, and also can be accessed at 
www.sdttc.com. 

In accordance with GASB Statement No. 40, Deposit and Investment Risk Disclosures (an 
amendment of GASB Statement No. 3), SANDAG adheres to certain disclosure requirements. 
See Note II.A for more detail. 

2. Fair value measurements 

Certain assets and liabilities are required to be reported at fair value. The fair value framework 
provides a hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. 
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical 
assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 
3 measurements). The three levels of fair value hierarchy are described as follows: 

Level 1 – Inputs to the valuation methodology are unadjusted quoted prices for identical assets 
or liabilities in active markets. 

Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset 
or liability, either directly or indirectly, and fair value is determined through the use of models or 
other valuation methodologies including: 

� Quoted prices for similar assets or liabilities in active markets; 

� Quoted prices for identical or similar assets or liabilities in markets that are inactive; 

� Inputs other than quoted prices that are observable for the asset or liability; 

� Inputs that are derived principally from or corroborated by observable market data by 
correlation or other means. 

Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. These unobservable inputs reflect the SANDAG assumptions about the inputs 
market participants would use in pricing the asset or liability (including assumptions about risk). 
These unobservable inputs are developed based on the best information available in the 
circumstances and may include SANDAG data. 
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3. Interfund receivables and payables 

Activities between funds that are representative of short-term lending and borrowing 
arrangements outstanding at the end of the fiscal year are referred to as “due to/from other funds”.  

4. Prepaid items 

Payments made to vendors for services that will benefit periods beyond June 30, 2018, are 
recorded as prepaid items in both government-wide and fund financial statements. The cost of 
prepaid items is recorded as expenditures/expenses when consumed rather than when 
purchased. 

5. Restricted assets 

Certain cash and cash equivalents and investments are restricted as these assets are restricted 
for debt service; their use is limited externally by applicable bond covenants; the assets are held 
for payment of future capital contract retention liabilities to be paid as work is completed; or the 
assets are set aside and held for TransNet environmental mitigation purposes. 

6. Capital assets 

Capital assets are reported in the applicable governmental or business-type activities in the 
government-wide financial statements, net of accumulated depreciation, except for construction-
in-progress, land and easements which are not depreciated. Capital assets are defined by 
SANDAG as assets with an initial individual cost of equal to or greater than $5,000 and a useful 
life in excess of one year. Such assets are recorded at historical cost or estimated historical cost 
if purchased or constructed.  

The purchase of the SR 125 toll road and related assets were valued on the acquisition date at 
fair value. Donated capital assets, donated works of art and similar items, and capital assets 
received in a service concession arrangement are recorded at acquisition value rather than fair 
value at the date of donation. 

The cost of normal maintenance and repairs that do not add to the value of the asset or materially 
extend the asset’s life are expensed. 
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Capital assets are carried at cost and depreciated using the straight-line method based on the 
estimated useful life of the asset as follows: 

Office equipment 3
Computer equipment 3
Equipment and other 5
Vehicles 5
Leasehold improvements 5
Internally generated computer software 5
Electronic toll collection system 10
Buses 12
Toll road 31
Buildings 50

Useful Life in 
YearsAsset Type

 

7. Deferred outflows/inflows of resources 

In addition to assets, the statement of net position reports a separate section for deferred outflows 
of resources, which represents a consumption of assets that applies to a future period and so will 
not be recognized as an outflow of resources (expense/expenditure) until then. SANDAG has four 
items that qualify for reporting in this category in the government-wide statement of net position: 
(1) the accumulated decrease in fair value of the hedging swap agreement; (2) the deferred 
charge on refunding loss; (3) the pension-related amounts for the year based upon the accounting 
valuation (actuarial) report; and (4) the other post-employment benefit (OPEB) related amounts 
for the year based upon the accounting valuation (actuarial) report. See Note II.G for more 
information on SANDAG long-term liabilities. 

In addition to liabilities, the statement of net position reports a separate section for deferred 
inflows of resources. This separate financial statement element, deferred inflows of resources, 
represents an acquisition of assets that applies to a future period(s) and so will not be recognized 
as an inflow of resources (revenue) until that time. SANDAG has two types of this item that are 
reported in this category in the government-wide statement of net position: (1) pension-related 
amounts for the year based upon the accounting valuation (actuarial) report; and (2) OPEB-
related amounts for the year based upon the accounting valuation (actuarial) report.  

Unavailable revenue arises only under a modified accrual basis of accounting that qualifies for 
reporting in this category and, therefore, is reported only in the governmental funds balance sheet. 
The governmental funds report unavailable revenues in the capital projects fund, Commission 
debt service fund, and general services fund. These amounts are deferred and recognized as an 
inflow of resources in the period the amounts become available. 
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8. Net position 

The difference between assets and deferred outflows of resources, and liabilities and deferred 
inflows of resources is “Net Position” on government-wide and proprietary fund 
financial statements. 

The following terms are used in the reporting of net position: 

Net investment in capital assets consists of capital assets, net of accumulated depreciation, 
reduced by outstanding debt attributed to the acquisition, construction or improvement of these 
assets. 

Restricted net position consists of restricted assets reduced by liabilities and deferred inflows of 
resources related to those assets. The following terms are used in the reporting of restricted 
net position: 

Debt service and other liabilities consists of payments for future debt service. 

Environmental mitigation consists of funding of various TransNet environmental 
mitigation projects. 

Major maintenance post-acquisition consists of assets collected for the SR 125 toll road 
major maintenance projects. 

Project revenue consists of other legally restricted assets of the SR 125 proprietary fund. 

Toll road operations and improvements consists of assets collected for activities of the I-
15 FasTrak program. 

Customer prepaid reserve consists of advance payments made by the SR125 toll road 
users. 

Property management consists of operating activities of the property acquired related to 
the Mid-Coast Corridor Transit Project. 

Freeway emergency service consists of funding for the SAFE program. 

Restricted – iCommute consists of assets received for the iCommute program. Certain 
iCommute activities are performed through SourcePoint, including providing regional 
information services, promotions, and programs for commuter services. The majority of 
iCommute activities are performed through SANDAG; however, cash donations that are 
made by iCommute sponsors are paid to SourcePoint to utilize the 501(c)(3) status. Those 
cash donations are used to purchase promotional items to encourage participation in the 
iCommute program. At no time will iCommute promotional expenses exceed iCommute 
revenue generated by cash donations.  
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Unrestricted net position consists of net position that does not meet the definition of net 
investment in capital assets or restricted net position. 

The governmental activities unrestricted net deficit of $623,955,231 results primarily from the 
issuance of the $2,045,585,000 sales tax revenue bonds in 2008, 2010, 2012, 2014, and 2016 
for transportation-related projects, primarily major corridor and environmental mitigation, and 
issuance of the $537,480,000 subordinate sales tax revenue short-term notes in 2018 for the Mid-
Coast Corridor Transit project. SANDAG plans to repay the bonds and interest on the short-term 
notes with future sales tax revenue which is dedicated for transportation projects. The short-term 
note principal will be repaid when the Transportation Infrastructure Finance and Innovation Act 
(TIFIA) loan proceeds are drawn. See Note II.G on long-term debt for further information. 

The business-type activities unrestricted net position of $397,238 results primarily from the 
issuance of the $194,140,000 Series A Toll Revenue bonds offset with the repayment of TIFIA 
Notes and a TransNet Loan balances remaining from acquisition of the SR 125 toll road in 2012. 
SANDAG plans to repay the bonds with future toll road revenue. See Note II.G on long-term debt 
for further information. 

9. Net position flow assumption 

Sometimes SANDAG will fund outlays for a particular purpose from both restricted (e.g., restricted 
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report 
as restricted net position and unrestricted net position in the government-wide and proprietary 
fund financial statements, a flow assumption must be made about the order in which the 
resources are considered to be applied. It is SANDAG policy to consider restricted net position to 
have been depleted before unrestricted net position is applied. 

10. Fund balance 

In the fund financial statements, governmental funds report fund balances as nonspendable, 
restricted, committed, assigned or unassigned based on the extent to which the Commission is 
bound to observe constrains imposed on the use of resources: 

Nonspendable fund balance – amounts that cannot be spent because they are either (a) not 
spendable in form (such as prepaids) or (b) legally or contractually required to be maintained 
intact (such as endowments). 

Restricted fund balance – amounts with constraints placed on their use that are (a) externally 
imposed by creditors, grantors, contributors or laws or regulations of other governments, or (b) 
imposed by law through constitutional provisions or enabling legislation. If the Board action 
limiting the use of funds is included in the same action (legislation) that created (enables) the 
funding source, then it is restricted. 

Committed fund balance – amounts that can only be used for specific purposes imposed by a 
formal action of the Board. The Board uses resolutions to commit fund balances. It includes 
legislation (Board action) that can only be overturned by new legislation requiring the same type 
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of voting consensus that created the original action. Therefore, if the Board action limiting the use 
of the funds is separate from the action (legislation) that created (enables) the funding source, 
then it is committed, not restricted. 

Assigned fund balance – amounts that are constrained by the Board’s intent to be used for specific 
purposes, but do not meet the criteria to be classified as restricted or committed and does not 
require a formal action like a resolution or ordinance. The Board has not delegated to any other 
persons or bodies the authority to assign fund balance to specific purposes. 

Unassigned fund balance – residual amounts which are not included in one of the other 
classifications and is the residual classification for the General Fund. The General Fund should 
be the only fund that reports a positive unassigned fund balance amount. In other governmental 
funds, if expenditures incurred for specific purposes exceeded the amounts restricted, committed, 
or assigned to those purposes, it may be necessary to report a negative unassigned fund balance.  

The capital projects fund and general services fund report negative unassigned fund balances at 
year end due to timing of revenue recognition. 

11. Fund balance flow assumptions 

Sometimes SANDAG will fund outlays for a particular purpose from both restricted and 
unrestricted resources (the total of committed, assigned, and unassigned fund balance). In order 
to calculate the amounts to report as restricted, committed, assigned, and unassigned fund 
balance in the governmental fund financial statements, a flow assumption must be made about 
the order in which the resources are considered to be applied. It is SANDAG policy to consider 
restricted fund balance to have been depleted before using any of the components of unrestricted 
fund balance. Further, when the components of unrestricted fund balance can be used for the 
same purpose, committed fund balance is depleted first, followed by assigned fund balance. 
Unassigned fund balance is applied last. 

12. Long-term liabilities 

SANDAG long-term liabilities consist of debt obligations: 

In the government-wide financial statements, long-term debt obligations are reported as liabilities 
in the governmental activities of the statement of net position. Debt premiums and discounts are 
amortized over the life of the bonds or short-term notes using the effective interest method. Debt 
payable is reported net of the applicable bond or short-term note premium or discount. Debt 
issuance costs are expensed in the period in which they are incurred. 

See Note II.G for more information on SANDAG long-term liabilities. 

13. Other post-employment benefits (OPEB) 

For purposes of measuring the net OPEB liability, deferred outflows and inflows of resources 
related to OPEB and OPEB expense, information about the fiduciary net position of the SANDAG 
plan (OPEB Plan), the assets of which are held by the California Employers’ Retiree Benefit Trust 
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(CERBT), and additions to/deductions from the OPEB Plan’s fiduciary net position have been 
determined on the same basis they are reported by CERBT. For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. Investments are reported at fair value. OPEB liabilities are 
liquidated by the general fund. 

GASB 75 requires that the reported results must pertain to liability and asset information within 
certain defined timeframes. For this report, the following timeframes are used: 

Valuation Date June 30, 2017 
Measurement Date June 30, 2017 
Measurement Period July 1, 2016, to June 30, 2017 

14. Pensions 

For purposes of measuring the net pension liability, deferred outflows and inflows of resources 
related to pensions, pension expense, information about the fiduciary net position, and additions 
to/deductions from the fiduciary net position have been determined on the same basis as they 
are reported by CalPERS. For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms. 
Investments are reported at fair value. Pension liabilities are liquidated by the general fund. 

GASB 68 requires that the reported results must pertain to liability and asset information within 
certain defined timeframes. For this report, the following timeframes are used: 

Valuation Date June 30, 2016 
Measurement Date June 30, 2017 
Measurement Period July 1, 2016, to June 30, 2017 

15. Compensated absences 

It is SANDAG policy to permit employees to accumulate earned but unused vacation and sick pay 
benefits. A liability for these amounts is reported in governmental funds only if they have matured, 
for example, as a result of employee resignations and retirements; and proprietary funds report 
compensated absence amounts when earned. Based on the reduction in the compensated 
absences payables governmental funds of $3,359,169 and proprietary funds of $355,353, during 
fiscal year 2018, it was determined that the entire balance of compensated absences reported at 
June 30, 2018, is expected to be exhausted in fiscal year 2019. Because the turnover each year 
nets to approximately $0, the entire balance is reported as current. Compensated absences are 
liquidated by the general fund. 

16. Unearned revenues 

In the government-wide and fund financial statements, unearned revenues are resource inflows 
that do not meet the criteria for revenue recognition. Unearned revenues arise when resources 
are received by SANDAG before it has a legal claim to them, such as grant monies received prior 
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to the incurrence of the qualifying expenditures. When revenue recognition criteria are met, or 
when SANDAG has a legal claim to the resources, unearned revenue is removed from the 
Statement of Net Position and the revenue is recognized. 

17. Other financing sources and uses 

In the fund financial statements, issuance of debt, including commercial paper, bonds, short-term 
notes, premium on bonds and notes issued, and transfers in are reported as other financing 
sources. Transfers out and discounts on bonds issued are reported as other financing uses. 

18. Estimates 

The preparation of basic financial statements in conformity with GAAP in the United States 
requires management to make estimates and assumptions that affect reported amounts of certain 
assets and liabilities, disclose contingent assets and liabilities at the date of the basic financial 
statements, and disclose the reported amounts of revenues and expenditures during the reporting 
period. Actual results could differ from those estimates. 

19. Reclassifications 

Certain prior year amounts have been reclassified to conform to the current year presentation. 
There is no effect on changes in fund balance or net position as a result of these reclassifications. 

20. Effects of new pronouncements 

Statement No. 75 

In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions, which replaces the requirements of GASB 
Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment 
Benefits Other Than Pensions. Statement No. 75 directs governments to report a liability on their 
financial statements for their retiree benefits. It requires governments in all types of retiree benefit 
plans to present additional disclosures and supplementary information (RSI) about their retiree 
benefit liabilities.  

SANDAG implemented the new reporting requirements for the fiscal year ending June 30, 2018. 
Further information can be found in Note II.K. 

Statement No. 85 

In March 2017, GASB issued Statement No. 85, Omnibus 2017. This statement addresses 
practice issues that have been identified during implementation and application of certain GASB 
Statements. This Statement addresses a variety of topics including issues related to blending 
component units, goodwill, fair value measurement and application and postemployment benefits 
(pensions and other postemployment benefits (OPEB).  

Specifically, this Statement addresses the following topics:  
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a) reporting amounts previously reported as goodwill and “negative” goodwill;  

b) classifying real estate held by insurance entities;  

c) measuring certain money market investments and participating interest-earning investment 
contracts at amortized cost;  

d) timing of the measurement of pension or OPEB liabilities and expenditures recognized in 
financial statements prepared using the current financial resources measurement focus; 

e) recognizing on-behalf payments for pensions or OPEB in employer financial statements;  

f) presenting payroll-related measures in required supplementary information for purposes of 
reporting by OPEB plans and employers that provide OPEB;  

g) classifying employer-paid member contributions for OPEB;  

h) simplifying certain aspects of the alternative measurement method for OPEB;  

i) accounting and financial reporting for OPEB provided through certain multiple-employer 
defined benefit OPEB plans.  

SANDAG implemented the new reporting requirements for the fiscal year ending 
June 30, 2018. There was no impact to changes in net position or fund balance as a result  
of adoption. 
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II. DETAILED NOTES ON ALL FUNDS 

A. Cash and investments 

Cash, cash equivalents, and investments consisted as follows on June 30, 2018: 

Investment Type Amount

Weighted 
Average 
Maturity 
(Days)

NRSRO 
Rating

Cash and cash equivalents:
Cash - demand deposits 90,093,939$      1 Not rated
Cash equivalents - NCTD Certificates of Participation 25,550,000       38 NR,A1
Cash equivalents - Commercial Paper 9,990,210         17 A-1+/P-1
State of California Local Agency Investment Fund 74,658,181       193 Not rated
California Asset Management Program 291,814,260      35 AAAm
San Diego County Treasurer's Pooled Money Fund 39,632,635       345 AAAf / S1

Total Primary Government cash and cash equivalents 531,739,225      75

Investments:
U.S. Agencies 278,219,383      314 AA+, Aaa
Corporate Medium-Term Notes 80,129,220       404 A- to AAA
Commercial Paper 73,834,050       77 A-1, P-1
Supranational Agency Bond/Note 15,420,489       745 AAA,Aaa
Certificates of Deposit 35,662,182       402 A, Aa3
Asset-Backed Security 12,729,724       1126 AAA,Aaa

Total Primary Government investments 495,995,048      329

Total Primary Government cash, cash equivalents,
and investments 1,027,734,273   200

ARJIS:
Cash - demand deposits 288,857            1 Not rated
California Asset Management Program 4,700,420         35 AAAm
San Diego County Treasurer's Pooled Money Fund 2,507,834         345 AAAf / S1

Total ARJIS cash, cash equivalents, and investments 7,497,111         137

Total cash, cash equivalents, and investments 1,035,231,384$ 
 

At year end, the primary government’s carrying amount of deposits was $90,093,939, and the bank 
balance was $100,727,408.  

At year end, ARJIS’ carrying amount of deposits and bank balance was $288,857 with $68,055 in 
outstanding checks, aggregating to the bank balance of $356,912. This balance was covered by 
federal depository insurance. 

SANDAG 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, SANDAG began making 
monthly variable payments to the counterparty based on the current Securities Industry and Financial 
Markets Association (SIFMA) Swap Index and received variable payments based on 107.4 percent of 
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three-month London Interbank Offered Rate (LIBOR). At June 30, 2018, these investment derivatives 
had a fair value of $24,119,001, net of interest, and are not rated. Other applicable risks (credit risk, 
interest rate risk, basis risk, termination risk, roll-over risk, etc.) associated with the SANDAG derivative 
investments are described in Note II.E. 

1. Interest rate risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its 
fair value to changes in market interest rates. To limit losses from interest rate risk, investments 
are generally limited to a maturity of 5 years or less, unless express authority is granted by the 
board. Endowment funds may also be invested in securities with maturities longer than 5 years 
with executive approval and given maturity does not exceed use of funds. Furthermore, SANDAG 
does not have callable step up United States Agency securities and holds investments in liquidity 
to sustain operations for the next 6 months. SANDAG is in compliance with all provisions of the 
investment policy. 

2. Credit risk 

Investments are subject to credit risk, which is the chance that an issuer will fail to pay principal 
or interest in a timely manner, or that negative perceptions of the issuer’s ability to make these 
payments will cause price to decline. SANDAG maintains policies to manage credit risks, which 
include requiring minimum credit ratings issued by nationally recognized statistical rating 
organizations for its investments. 

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 SANDAG 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. The 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 further 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 along with the findings and any actions taken. 

The SANDAG portfolio is in compliance with all minimum rating requirements of the investment 
policy and did not experience any credit rating changes that brought a security below the minimum 
required credit ratings. 

3. Concentration of credit risk 

Concentration of credit risk is the risk associated with a lack of diversification or having too much 
invested in a few individual issuers. As disclosed in the table below, SANDAG maintains 
investment policies that establish thresholds for holdings of individual securities. SANDAG did 
not have any holdings meeting or exceeding the allowable threshold levels as of June 30, 2018. 
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Authorized Investment Type
Maximum 
Effective 
Maturity

Maximum 
Percentage of 

Portfolio

Maximum 
Investment in 

One Issuer

Minimum 
Ratings

Treasury obligations 5 Years N/A N/A N/A
Federal agencies and U.S. government N/A

sponsored enterprises 5 Years N/A N/A
State municipal obligations 5 Years N/A N/A A-1/AA
Local agency obligations 5 Years N/A N/A A-1/AA
Repurchase agreements 90 Days N/A N/A A-1
Bankers' acceptances 180 Days 40% 10% A-1
Commercial paper 270 Days 25% 10% A-1
Medium-Term notes 5 Years 30% 10% A
Negotiable certificates of deposits 5 Years 30% N/A A
Nonnegotiable certificates of deposit 5 Years 30% N/A N/A
State of California's Local N/A

agency investment fund (LAIF) N/A Set by LAIF Set by LAIF
San Diego county treasurer's pooled N/A

investment fund N/A Set by LAIF Set by LAIF
Savings/money market accounts 5 Years Not to exceed 

equity
N/A N/A

California asset management program N/A N/A N/A AA/A-2
Money market funds 5 Years 20% N/A AAA
Mortgage and asset-backed obligations 5 Years 20% N/A AA
Supranationals 5 Years 30% N/A AA  

As of June 30, 2018, with the exception of investments that are explicitly guaranteed by the U.S. 
government and investments in mutual funds, external investment pools, and other pooled 
investments, SANDAG did not have any investments with more than 5 percent of the total 
investments under one issuer except for the following U.S. Agency securities: 

Investment Total Concentration of 
Credit Risk

Federal Home Loans Bank (FHLB) 123,192,192$   24.84%
Federal Home Loan Mortgage Corp (FHLMC) 53,607,966      10.81%
Federal National Mortgage Association (FNMA) 62,234,805      12.55%  

4. Custodial credit risk 

The California Government Code requires California banks and savings and loan associations to 
secure SANDAG cash deposits by pledging securities as collateral. This code states that 
collateral pledged in this manner shall have the effect of perfecting a security interest in such 
collateral superior to those of a general creditor. Thus, collateral for cash deposits is considered 
to be held in the SANDAG name. 
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The market value of pledged securities must equal at least 110 percent of SANDAG cash 
deposits. California law also allows institutions to secure SANDAG deposits by pledging first trust 
deed mortgage notes having a value of 150 percent of SANDAG total cash deposits. SANDAG 
may waive collateral requirements for deposits that are fully insured up to $250,000 by the  
Federal Deposit Insurance Corporation. SANDAG, however, has not waived the  
collateralization requirements. 

B. Receivables 

Receivables as of June 30, 2018, for the primary government were as follows: 

Sales tax -$             61,463,147$    -$                  -$                   -$                  -$                  -$             61,463,147$     
Interest 18,766     1,646,954        -                    98,943           41,936          31,285          129,404   1,967,288         
Advance to member -                        

agencies for local -                        
street improvements -               -                       -                    53,016,318    -                    -                    -               53,016,318       

Grants -               -                       72,707,200   -                     10,671,726   -                    -               83,378,926       
Accounts and other 53,492     5,484               10,469,795   -                     2,144,986     3,819,275     839,172   17,332,204       

Total receivables 72,258$   63,115,585$    83,176,995$ 53,115,261$  12,858,648$ 3,850,560$   968,576$ 217,157,883$   

Non-Major 
FundsReceivables Total Primary 

Government
SR 125 Toll 
Road Fund

Non-Major 
Funds

Governmental Funds Proprietary Funds

General 
Fund

Commission 
Sales Tax 

Projects Fund

Capital 
Projects 

Fund

Commission 
Debt Service 

Fund

 
 

Receivables as of June 30, 2018, for ARJIS were $991,709, which is comprised of $979,670 due from 
other governments for grants or services provided, $11,479 in interest receivable, and $560 in  
other receivables. 
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C. Capital assets 

1. Primary government – governmental activities 

Capital asset activity for the primary government for the year ended June 30, 2018, was  
as follows: 

Governmental activities: Beginning 
Balance Increases Decreases Ending Balance

Capital assets, not being depreciated:
Construction-in-progress 1,147,726,026$       653,703,578$       (376,498,645)$       1,424,930,959$       
Land 6,829,613                -                            -                             6,829,613                
Easements 15,950,412              -                            -                             15,950,412              

Total capital assets, not being depreciated 1,170,506,051         653,703,578         (376,498,645)         1,447,710,984         
Capital assets, being depreciated:

Infrastructure -                               376,465,095         (376,465,095)         -                               
Office equipment 215,224                   -                            -                             215,224                   
Computer equipment 7,510,561                283,872                (63,699)                  7,730,734                
Equipment and other 599,765                   11,939                  -                             611,704                   
Vehicles 177,846                   3,007,184             (47,031)                  3,137,999                
Buses 219,643                   -                            -                             219,643                   
Leasehold improvements 192,229                   -                            -                             192,229                   
Buildings 4,870,387                -                            -                             4,870,387                

Total capital assets, being depreciated 13,785,655              379,768,090         (376,575,825)         16,977,920              , ,

Less accumulated depreciation for:
Office equipment (205,175)                  (4,597)                   -                             (209,772)                  
Computer equipment (5,370,762)               (1,323,086)            63,699                   (6,630,149)               
Equipment and other (210,502)                  (94,305)                 -                             (304,807)                  
Vehicles (91,077)                    (352,812)               47,031                   (396,858)                  
Buses (104,418)                  (18,304)                 -                             (122,722)                  
Buildings (32,469)                    (97,408)                 -                             (129,877)                  
Leasehold improvements (192,229)                  -                            -                             (192,229)                  

Total accumulated depreciation (6,206,632)               (1,890,512)            110,730                 (7,986,414)               

Total capital assets, being depreciated, net 7,579,023                377,877,578         (376,465,095)         8,991,506                

Governmental activities capital assets, net 1,178,085,074$       1,031,581,156$    (752,963,740)$       1,456,702,490$       
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Depreciation expense was charged to the functions/programs of the governmental activities of 
the primary government as follows: 

Governmental activities: Totals

General government 278,301$      
Modeling and research 278               
Sustainable mobility programs and services 342,741        
Major corridor projects 1,269,192     

Total 1,890,512$   
 

Infrastructure assets, as well as title to the assets, if applicable, were contributed to other 
governmental agencies responsible for public transportation operations. These contributions 
primarily represent major corridor and transit improvements as noted below. 

Governmental agency Capital 
contributions

North County Transit District 176,911,620$  
San Diego Metropolitan Transit System 99,816,053      
Caltrans 79,908,552      
SDCCD 8,781,525        
City of San Marcos 6,463,145        
City of National City 4,599,762        
City of San Diego (15,562)            

Total 376,465,095$  
 

2. Proprietary fund 

Capital asset activity for the proprietary fund for the year ended June 30, 2018, was as follows: 
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Business-type activities: Beginning 
Balance Increases Decreases Ending Balance

Capital assets, not being depreciated:
Construction-in-progress 3,399,889$      12,992,549$  (8,676,193)$ 7,716,245$        
Land 1,980,000       -                   -                  1,980,000          
Total capital assets, not being depreciated 5,379,889       12,992,549    (8,676,193)   9,696,245          

Capital assets, being depreciated:
Office equipment 244,433          6,554            -                  250,987             
Computer equipment 329,696          218,414        -                  548,110             
Vehicles 521,119          80,451          (34,631)        566,939             
Equipment and other 157,661          10,920          -                  168,581             
Internally generated software 199,170          -                   -                  199,170             
Toll road 395,599,469    7,462,389     (176,469)      402,885,389      
Buildings 4,020,000       -                   -                  4,020,000          
Electronic toll collection system 21,778,571      1,319,030     -                  23,097,601        
Total capital assets, being depreciated 422,850,119    9,097,758     (211,100)      431,736,777      , ,

Less accumulated depreciation for:
Office equipment (210,284)         (15,176)         -                  (225,460)            
Computer equipment (246,995)         (85,168)         -                  (332,163)            
Vehicles (247,449)         (86,537)         34,631         (299,355)            
Equipment and other (143,894)         (4,633)           -                  (148,527)            
Internally generated software (128,455)         (27,374)         -                  (155,829)            
Toll road (70,631,841)    (12,942,141)  176,469       (83,397,513)       
Buildings (442,200)         (80,400)         -                  (522,600)            
Electronic toll collection system (11,654,609)    (2,262,822)    -                  (13,917,431)       
Total accumulated depreciation (83,705,727)    (15,504,251)  211,100       (98,998,878)       

Total capital assets, being depreciated, net 339,144,392    (6,406,493)    -                  332,737,899      
Proprietary activities capital assets, net 344,524,281$  6,586,056$    (8,676,193)$ 342,434,144$     

 

Depreciation expense was charged to the functions/programs of the business-type activities  
as follows: 

Business-type activities: Totals

SR 125 operating expense 13,241,429$ 

Interstate 15 FasTrak operating expense 2,262,822     
Total 15,504,251$ 

 

Effective December 21, 2011, SANDAG entered into an Asset Purchase and Sale Agreement 
with South Bay Expressway, LLC, to acquire the seller’s rights and interest in a Franchise 
Agreement between the seller and Caltrans. The Franchise Agreement gives the holder the right 
to operate a toll road (SR 125) in San Diego, California. 
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The fair value of the consideration paid was $341.5 million. The consideration consisted of a cash 
payment of $238.3 million, an additional cash component, held in escrow, in the amount of 
$7.5 million, a promissory note with a principal amount of $1.4 million and an assumption of 
indebtedness in the amount of $94.2 million. The fair value of the total invested capital, including 
equity and assumed debt was $402.9 million as of the valuation date and was allocated to each 
asset type shown in the above schedule.  

In November 2017, the SR 125 refunded all acquisition debts by issuing $194,140,000 toll 
revenue bonds.  

3. Discretely presented component units 

Capital asset activity for the discretely presented component units for the year ended 
June 30, 2018, was as follows: 

Discretely presented compontent units Beginning 
Balance Increases Decreases Ending 

Balance

Capital assets, not being depreciated:
Work-in-progress -$                24,200$       -$                24,200$       

Total capital assets, not being depreciated -                  24,200         -                  24,200         
Capital assets, being depreciated:

Computer equipment 1,261,381     347,037       -                  1,608,418     
Internally generated computer software 10,216,693   -                  -                  10,216,693   

Total capital assets, being depreciated 11,478,074   347,037       -                  11,825,111   , ,

Less accumulated depreciation for:
Computer equipment (859,496)      (422,741)      -                  (1,282,237)    
Internally generated computer software (10,193,150)  (23,544)        -                  (10,216,694)  

Total accumulated depreciation (11,052,646)  (446,285)      -                  (11,498,931)  

Total capital assets, being depreciated, net 425,428       (99,248)        -                  326,180       
Total capital assets, net 425,428$      (75,048)$      -$                350,380$      

 

D. Interfund receivables, payables, and transfers 

The composition of interfund balances within the primary government as of June 30, 2018, was 
as follows: 
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1. Due to/from other funds 

General Fund
Commission 

Sales Tax 
Projects Fund

Capital 
Projects Fund

Commission 
Debt Service 

Fund

Nonmajor 
Funds Total

 General Fund -$                    1,432$             -$                    -$                     330,164$           331,596$          
 General Services Fund -                      2,675,496        -                      -                       1,179,544          3,855,040         
 Commission Sales Tax

 Projects Fund -                      -                       35,605,829     22,348             -                         35,628,177       
 Capital Projects Fund -                      85,674,174      -                      -                       3,651,857          89,326,031       
 Property Management Fund -                      -                       -                      -                       52,706               52,706              
 Service Bureau Fund -                      -                       -                      -                       27,524               27,524              
 SourcePoint Fund -                      -                       313                 -                       -                         313                   
 I-15 FasTrak Fund -                      -                       -                      -                       1,390,616          1,390,616         
 SR 125 Toll Road Fund -                      -                       -                      -                       3,815                 3,815                
 SAFE Fund 1                     -                       -                      -                       3,270                 3,271                

Total 1$                   88,351,102$    35,606,142$   22,348$           6,639,496$        130,619,089$   

Due to other funds - Governmental Funds

D
ue

 fr
om

 o
th

er
 fu

nd
s

 
 

Interstate 15 
FasTrak Fund

SR 125 Toll 
Road Fund

SourcePoint 
Fund Total

 General Fund 2,015$           3,974$            15$                6,004$          
 Capital Projects Fund -                     107,455          -                     107,455        
 Service Bureau Fund -                     264,980          -                     264,980        
 I-15 FasTrak Fund -                     89,384            -                     89,384          
 SR 125 Toll Road Fund 26,698           -                      -                     26,698          

Total 28,713$         465,793$        15$                494,521$      

Due to other funds - Business-Type Funds

D
ue

 fr
om

 o
th

er
 fu

nd
s

 

Due to/from other funds includes the following types of interfund transactions: 

Reimbursements represent repayments from the funds responsible for particular expenditures or 
expenses to the funds that initially paid for them. The reimbursement is reported as expenditures 
or expenses in the reimbursing fund and a reduction of expenditures or expenses in the fund that 
initially incurred the expense. 

Loans represent amounts provided with a requirement for repayment. Interfund loans are 
normally reported as interfund receivables (i.e. Due from Other Funds) in lender funds and 
interfund payables (i.e. Due to Other Funds) in borrower funds. The non-current portions of long-
term interfund loans receivable are reported as advances. 

2. Due to primary government and due from component unit 

ARJIS reported $127,698 as due to SANDAG at June 30, 2018. 
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3. Transfers in/out 

Transfers in and out by fund for the fiscal year ended June 30, 2018, were as follows: 

 

General Fund
Commission 

Sales Tax 
Projects Fund

Capital 
Projects 

Fund

Commission 
Debt Service 

Fund
SAFE Fund Total

 General Fund -$                   153,242$            -$                   -$                      -$                   153,242$              
 General Services Fund 8,129,771      12,557,038         115,870         -                        1,567,544      22,370,223           
 Commission Sales Tax

 Projects Fund -                     -                          -                     394,955,708     -                     394,955,708         
 Capital Projects Fund 185,590         479,714,416       -                     -                        -                     479,900,006         
 Commission Sales Tax 

 Debt Service Fund -                     118,000,912       -                     -                        -                     118,000,912         

Total 8,315,361$    610,425,608$     115,870$       394,955,708$   1,567,544$    1,015,380,091$    

Governmental Funds Transfers Out

T
ra

n
sf

er
s 

In

 
 

Interstate 15 
FasTrak Fund

SR 125 Toll 
Road Fund

Service 
Bureau Fund Total

 General Service Fund 16,367$         -$                    71,490$          87,857$        
 Capital Projects Fund -                     7,606,585       -                      7,606,585     

Total 16,367$         7,606,585$     71,490$          7,694,442$   

Business-Type Funds Transfers Out

Tr
an

sf
er

s 
In

 
 

Transfers from the general fund: 

To the general services fund consists of the following items:  

� $7,735,588 transferred for projects that were budgeted to receive TDA funds. 

� $394,184 transferred for projects that were budgeted to receive member assessments. 

To the capital projects fund consists of the following item: 

� $185,589 of TDA funds for the financial systems upgrade project. 

Transfers from the Commission sales tax projects fund:  

To the general fund: 

� $153,242 for one-half of the Board expenses budgeted to receive TransNet funds. 

To the Commission debt service fund consists of the following items: 
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� Transfer of $118,000,912 in TransNet sales tax revenue for bond and commercial paper 
principal and interest payments. 

To the general services fund: 

� $12,557,038 for the TransNet grant program and overall work program projects budgeted to 
receive TransNet funds. 

To the capital projects fund: 

� $479,714,416 for capital projects budgeted to receive TransNet funds. 

Transfers from the capital projects fund of $115,870 to the general services fund for the State 
of the Commute project. 

Transfers from the Commission debt service fund: 

To the Commission sales tax projects fund consists of the following items: 

� $1,519,755 of bond and commercial paper repayments for the County of San Diego and cities 
of Del Mar, La Mesa, National City, Oceanside, and Santee. 

� $6,548,928 return of TransNet sales tax funds that were advanced to the trustee for debt 
service payments and returned upon receipt of the 2010 Series A BABs federal subsidy. 

� $357,137,219 of bond proceeds used to fund TransNet-eligible capital projects. 

� $599,478 of bond proceeds used for reimbursement to the City of Del Mar for 
TransNet-eligible projects. 

� $459,252 of bond proceeds used for reimbursement to the City of Santee for 
TransNet-eligible projects. 

� $27,586,000 of commercial paper proceeds issued for reimbursement to SANDAG for 
TransNet-eligible projects. 

� $1,064,000 of commercial paper proceeds issued to the City of Oceanside for TransNet-
eligible projects. 

� $41,076 of administrative transactions transferred for reporting purposes. 

Transfers from the SAFE fund of $1,567,544 to the general services to match State Freeway 
Service Patrol operation funds, fund Traveler information systems, and fund Intelligent 
Transportation System infrastructure projects as permitted under legislation. 

Transfers from the I-15 FasTrak fund totaling $16,367 to the general services fund for a 
budgeted operating project. 

Transfers from the SR 125 fund totaling $7,606,585 to the capital projects fund for the South 
Bay Bus Rapid Transit project, the State Route 905/125/11 Southbound Connectors project and 
to match federal funds on the Joint Transportation Operations Center. 
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Transfers from the Service Bureau fund of $71,490 to the general services fund for the 
acquisition and licensing of economic and transportation modeling data to enhance the Regional 
Information System. 

4. Advances to/from other funds 

Advances to/from other funds at June 30, 2017, included advances from the Commission sales 
tax projects fund to the SR 125 toll road fund for the acquisition of the SR 125 franchise with the 
original $3 million used toward operations of the SR 125 toll road. The TransNet promissory note 
called for SANDAG to borrow the principal amount of $254,068,974 from the Commission at a 
rate of 4.25 percent.  

On March 23, 2012, the TransNet Extension Ordinance was amended to modify the Expenditure 
Plan such that the improvements on Interstate 805, valued at a remaining $192,382,483, would 
be removed. As a result, the initial amount borrowed from TransNet was reduced by 
$192,382,483.  

As of June 30, 2018, the outstanding principal of the TransNet advance of $58,686,491 and 
outstanding accrued interest of $3,666,019 was fully repaid. 

E. Derivative instruments 

SANDAG uses derivative instruments to hedge its exposure to changing interest rates through the use 
of interest rate swaps. An interest rate swap is the exchange of payments between SANDAG and a 
counterparty in order to potentially obtain a lower cost of funding than traditional fixed rate bonds, or 
to hedge interest rate exposure. SANDAG has entered into three pay-fixed, receive-variable interest 
rate swaps and two basis swaps to produce savings or to result in lower costs than what SANDAG 
would have paid using fixed-rate debt over the life of the 2008 Series ABCD Bonds. 

The following describes the interest rate swaps and evaluates the risks for the swaps in which 
SANDAG currently participates: 

1. 2008 interest rate swaps 

Objective. In 2005, SANDAG entered into three forward interest rate swaps for $200 million each 
in order to hedge the interest rate risk associated with future variable-rate revenue bonds 
expected to be issued in 2008 by “locking in” a fixed interest rate. The intention of SANDAG in 
entering into the swaps was to lock in a relatively low cost of funds on a substantial portion of the 
TransNet Early Action Program (EAP). The variable-rate bonds were issued in March 2008. 

On May 23, 2012, SANDAG refunded $151.5 million of the outstanding variable-rate bonds with 
fixed-rate bonds and terminated the associated interest rate swaps. The low fixed municipal 
interest rates at that time provided the opportunity for SANDAG to refund the 2013 through 2022 
maturities of the Series 2008 variable-rate bonds ($151.5 million in par) and terminate the 
associated swaps (also equal to $151.5 million in notional amount) without increasing annual debt 
service. The purpose of this transaction was to reduce variable-rate exposure and swap 
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counterparty risk at no additional cost to SANDAG. The current notional amounts of the swaps 
are, following the refunding described above, $134.1 million each, totaling $402.3 million. 

Objective and terms of hedging derivative instruments 

The following table displays the objective and terms of SANDAG hedging derivative instruments 
outstanding at June 30, 2018, along with the credit rating of the associated counterparty: 

Pay-fixed 
interest rate 

swap

Hedge of changes 
in cash flows on 

the 2008 Series A 
and B bonds

$134,100,000 5/23/2012 4/1/2038

Pay 
3.8165%; 
received 
SIFMA

Aa2/AAA

Pay-fixed 
interest rate 

swap

Hedge of changes 
in cash flows on 

the 2008 Series B 
and C bonds

$134,100,000 5/23/2012 4/1/2038

Pay 
3.8165%; 
received 
SIFMA

Aa2/AAA

Pay-fixed 
interest rate 

swap

Hedge of changes 
in cash flows on 

the 2008 Series C 
and D bonds

$134,100,000 5/23/2012 4/1/2038

Pay 3.41%; 
received 
65% of 

USD-LIBOR

Aa2/AAA

Counterparty 
Credit Rating 
Moody's/S&P

Type Objective Notional 
Amount

Effective 
Date

Maturity 
Date Terms

 

Fair values. The fair value balances and notional amount of derivative instruments outstanding 
at June 30, 2018, classified by type, and the changes in fair value of such derivative instruments 
for the year ended are as follows: 

Classification Amount Classification Amount Notional

Cash flow hedges:
Pay-fixed interest 
rate swaps

Deferred 
outflows ($21,915,572) Debt ($64,264,809) $402,300,000

Fair Value at June 30, 2018Changes in Fair Value
Governmental 

activities

 

The fair values of the derivatives were estimated by an independent third-party based on 
mid-market levels as of the close of business on June 30, 2018. The fair values take into 
consideration the prevailing interest rate environment and the specific terms and conditions of  
the swaps. 

Credit risk. This is the risk that the counterparty will fail to perform under the terms of the 
agreement. As of June 30, 2018, SANDAG was not exposed to credit risk on these swaps 

76

322

**DRAFT**v2



San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

because they had negative fair values. However, should interest rates change and the fair values 
of the swaps become positive, SANDAG would be exposed to credit risk in the amount of the 
swaps’ fair values. Favorable credit ratings of the counterparties (Bank of America and Goldman 
Sachs Mitsui Marine Derivative Products) mitigate this risk. As of June 30, 2018, both 
counterparties were rated Aa2 by Moody’s and AAA by Standard and Poor’s and are monitored 
by staff on a weekly basis. In addition, the fair value of the swaps will be fully collateralized by the 
counterparty with cash or U.S. government securities if the counterparty’s credit quality falls below 
a rating of Baa2 by Moody’s or BBB by Standard & Poor’s. Collateral would be posted with a third-
party custodian. 

Interest rate risk. This is the risk that changes in market interest rates will adversely affect the 
net payment on the swaps. SANDAG is exposed to interest rate risk on its swaps when LIBOR 
and/or SIFMA decreases causing SANDAG net payment on swaps to increase. 

Basis risk. This is the risk of a mismatch between the variable rate received from the counterparty 
and the variable rate paid on the variable-rate debt issued in 2008. SANDAG is exposed to basis 
risk should the floating rate that it receives on a swap be less than the actual variable rate 
SANDAG 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, the expectation is 
that the payments received under the agreements will approximate the expected bond payments 
over the 30-year term of the swaps. Due to the unfavorable market conditions during fiscal year 
2018, SANDAG was exposed to basis risk since the variable rate received from the counterparty, 
was less than the variable rate SANDAG paid on the bonds. 

Termination risk and termination payments. This is the risk that the transaction is terminated 
in a market dictating a termination payment by SANDAG. SANDAG can terminate the swap at 
the fair value by providing notice to the counterparty, while the counterparty may only terminate 
the swap upon certain termination events under the terms of the agreement. SANDAG or the 
counterparties may terminate the swap if the other party fails to perform under the terms of the 
contracts, such as the failure to make swap payments. If the swap is terminated, the variable-
rated demand bond (VRDBs) would no longer be hedged. 

SANDAG effectively reduced the ongoing termination risk by refunding $151.5 million in VRDBs 
and terminating the same amount of the outstanding interest rate swaps in May 2012 under 
favorable market conditions with low fixed rates. Refunding additional maturities and terminating 
more of the interest rate swaps would have led to a net increase in debt service under a fixed-
rate structure, which was contrary to SANDAG programmatic objectives. Consequently, the 
reduced amount of variable-rate bonds and interest rate swaps was left in place. 

Rollover risk. This is the risk that maturity of the hedging derivative instruments is shorter than 
the maturity of the associated debt leaving SANDAG unprotected in the future. When these swaps 
terminate, or in the case of a termination option, if the counterparty exercises its option, SANDAG 
will be re-exposed to the risks being hedged by the swaps. SANDAG is exposed to rollover risk 
on the swaps only in the event of a failure to perform under the terms of the contracts by SANDAG 
or counterparty. 
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Market access risk. This is the risk that SANDAG will not be able to enter credit markets or that 
credit will become more costly. The SANDAG financial rating is tied to the credit strength of the 
sales tax revenue. SANDAG is also exposed to market access risks caused by disruptions in the 
municipal bond market. 

Reset rates paid and received by SANDAG. The range of weekly variable interest rates paid 
on the 2008 TransNet bonds by SANDAG to the bondholders for the period July 1, 2017, through 
June 30, 2018 are as follows: 

Bondholder Low High
Barclays Bank 0.72% 1.72%
Goldman, Sachs & Co. 0.72% 1.73%
JP Morgan Securities, Inc. 0.75% 1.75%
Stifel, Nicolaus & Company 0.72% 1.75%

Commission Pays
Weekly Reset Rates

 

Fixed rates are paid by SANDAG to the swap provider counterparties and sixty-five percent of 
LIBOR or SIFMA is received by SANDAG from the swap provider counterparties. 

On April 1, 2018, the payment index adjusted from LIBOR to SIFMA for two of the  
swap counterparties.  

The following table includes the range of LIBOR rates received by SANDAG and the fixed rate 
paid to the swap counterparties from July 1, 2017, through March 31, 2018. 

Commission 
Pays

Low High Fixed

Bank of America 0.68283% 1.08172% 3.410%

Bank of America 0.68283% 1.08172% 3.8165%
Goldman Sachs Mitsui
  Marine Derivative Products 0.68283% 1.08172% 3.8165%

Commission Receives 
65% LIBORSwap Counterparty

 

The following table includes the range of LIBOR rates received for one swap and the range of 
SIFMA rates received for two swaps; and the fixed rate paid to the swap counterparties from 
April 1, 2018, through June 30, 2018. 
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Commission 
Pays

Low High Low High Fixed

Bank of America 0.68283% 1.08172% N/A N/A 3.410%

Bank of America N/A N/A 1.43419% 1.69933% 3.8165%
Goldman Sachs Mitsui
  Marine Derivative Products N/A N/A 1.43419% 1.69933% 3.8165%

Commission Receives 
65% LIBOR

Commission Receives 
SIFMASwap Counterparty

 

Actual debt service requirements versus the projected debt service on the swap 
transaction. For the fiscal year ending June 30, 2018, actual debt service was more than 
projected resulting in excess variable-rate payments made on the bonds as compared to the 
variable-rate payments received from the swap in the amount of $103,620 for fiscal year 2018: 

$ %

Bank of America 4,650,069$       4,572,811$   77,258$    1.6895%
Bank of America 5,116,471        5,117,926     (1,455)      -0.0284%
Goldman Sachs Mitsui

Marine Derivative Products 5,145,743        5,117,926     27,817     0.5435%

Totals 14,912,283$     14,808,663$ 103,620$  0.6997%

Projected    
Debt Service

Actual Debt 
ServiceSwap Counterparty Variance

 

Over the life of the swaps from the issuance of the bonds through June 30, 2018, the cumulative 
excess of the variable-rate payments made on the bonds as compared to the variable-rate 
payments received from the swap counterparties is $4,251,393. This means that the net variable 
rates that SANDAG is paying on the 2008 TransNet bonds is more than the variable rate that 
SANDAG is receiving; these rates originally were intended to offset and net to zero. 

The total net cost of the program includes liquidity facilities with J.P. Morgan (Series A and B), 
Bank of America, N.A. (Series C), and State Street Bank and Trust Company (Series D). Standby 
Bond Purchase Agreement (SBPA) costs at year end for the Series A and B bonds is 39 basis 
points, the Series C bonds is 35 basis points, and the SBPA cost for the Series D bonds is 
34 basis points. 

2. 2018 basis rate swaps overlay to the 2008 interest rate swaps  

Objective. On March 19, 2009, SANDAG entered into a SIFMA versus LIBOR floating-to-floating 
or “basis” swap. The combination of the Basis Swaps and the existing 2008 Interest Rate Swaps 
effectively amended the existing swaps without having to change the existing floating-to-fixed 
interest rate swaps. This overlay allowed SANDAG to bid out the new transaction to a group of 
potential counterparties without changing the existing 2008 Interest Rate Swaps. SANDAG 
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entered into a new transaction with Barclays Bank PLC to overlay the terms under two of the 
2008 Interest Rate Swaps, with an expected benefit to SANDAG of a substantial reduction in the 
cost of debt after the effective date of April 1, 2018. 

Terms. The initial notional amounts of the swaps are $156.6 million each. Under two of the 
2008 Interest Rate Swaps, SANDAG 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. 
The 2018 Basis Rate Swaps overlay these two 2008 Interest Rate Swaps with a payment of the 
SIFMA index and a receipt of 107.4 percent of LIBOR for the last 20 years of the swap (April 2018 
to April 2038). 

Fair values. The swaps had a total combined positive fair value of $24,119,001 at fiscal year end. 
The fair values of the derivatives were estimated by an independent third party based on 
mid-market levels as of the close of business on June 30, 2018. The fair values take into 
consideration the prevailing interest rate environment and the specific terms and conditions of 
the swaps. 

Classification Amount Classification Amount Notional

Investment Derivatives:
Pay-floating Receive 
floating interest rate 
swaps

Investment 
revenue $6,887,882 Investment $24,119,001 $313,200,000

Fair Value at June 30, 2018Changes in Fair Value

Governmental activities

 

Terms and fair value of investment derivative instruments 

The following table displays the terms and fair value of the SANDAG investment derivative 
instruments outstanding at June 30, 2018, along with the credit rating of the associated  
swap counterparty: 

SIFMA Swap 
Index

107.4% of       
3-month        

USD-LIBOR
3/19/2009 4/1/2018 4/1/2038  $ 12,059,501 $156,600,000 A2/AA

SIFMA Swap 
Index

107.4% of       
3-month        

USD-LIBOR
3/19/2009 4/1/2018 4/1/2038  $ 12,059,500 $156,600,000 A2/AA

Total 24,119,001$ 313,200,000$ 

Counterparty 
Credit Rating*

Notional 
Amount

Variable 
Rate Paid

Variable Rate 
Received Trade Date Effective 

Date
Maturity 

Date Fair Value

 
*Moody’s/S&P 
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Credit risk. This is the risk that the counterparty will fail to perform under the terms of the 
agreements. As of June 30, 2018, SANDAG was exposed to credit risk on these swaps in the 
amount of $12,739,569, which is the fair value of the derivatives net of collateral posted. However, 
should interest rates change and the fair value of the swaps become negative, SANDAG would 
not be exposed to any credit risk. The favorable credit rating of the counterparty mitigates  
this risk. 

Collateral. To further mitigate credit risk, under terms of the International Swaps and Derivatives 
Association, Inc. (ISDA) Master Agreement, dated March 19, 2009, by and between SANDAG 
and Barclays Bank PLC, upon a demand by either party, collateral may be posted by Barclays to 
the SANDAG Trust account or returned to Barclays; dependent upon the valuation amount each 
day. Collateral can be posted on amounts over $15,000,000 when the minimum daily valuation 
change is at least $250,000. Interest earned on collateral held by SANDAG is due to Barclays 
monthly. SANDAG reports collateral holdings, including interest earned, as deposits payable. At 
June 30, 2018, there was $11,379,433 reported as deposits payable. 

Netting. Under terms of the ISDA Master Agreement, in respect of the same transaction, 
SANDAG and Barclays may elect a net amount due and payable for the party with the larger 
aggregate amount over the smaller aggregate amount. SANDAG and Barclays elected the netting 
option, which resulted in net receipts of $814,382 by SANDAG at year end.  

Interest rate risk. This is the risk that changes in market interest rates will adversely affect the 
net payment on the swaps. SANDAG is exposed to interest rate risk on its swaps when LIBOR 
decreases causing SANDAG net payment on the swaps to increase. 

Basis risk. This is the risk of a mismatch between the variable rate received from the counterparty 
and the variable rate paid on the variable-rate debt issued in 2008. SANDAG is exposed to basis 
risk should the floating rate that it receives on a swap be less than the actual variable rate 
SANDAG 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 current and historical experience, staff 
expects the overlay of the SIFMA to LIBOR Basis Rate Swaps to significantly reduce the costs of 
financing after 2018, assuming a return to normal, or even near to normal trading relationships. 
Due to the favorable market conditions during fiscal year 2018, SANDAG was not exposed to 
basis risk since the variable rate received was more than the variable rate paid and amounted to 
$814,382.  

Termination risk and termination payments. This is the risk that the transaction is terminated 
in a market dictating a termination payment by SANDAG. SANDAG can terminate a swap at the 
fair market value by providing notice to the counterparty, while the counterparty may only 
terminate the swap upon certain termination events under the terms of the agreement. Given the 
positive fair value at June 30, 2018, SANDAG was in a favorable termination position relative to 
the market. 

SANDAG Board Policy No. 032: San Diego County Regional Transportation Commission Interest 
Rate Swap Policy requires contingency plan to either replace the swaps or fund the termination 
payments, if any, in the event one or more outstanding swaps are terminated. Should a swap be 
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terminated, the excellent credit rating of SANDAG would allow it to assign the swap to another 
counterparty. Alternatively, if a swap is terminated and it has a negative fair value, SANDAG could 
use TransNet sales tax receipts to fund the termination payment. 

F. Fair value measurement 

SANDAG categorizes its fair value investments within the fair value hierarchy established by GAAP. 
SANDAG has the following recurring fair value measurements as of June 30, 2018: 

Level 1 Level 2 Level 3
Investments by fair value level

U.S. Agencies 278,219,383$    29,759,994$     248,459,389$   -$             
Corporate Medium-Term Notes 80,129,220        -                        80,129,220       -               
Commercial Paper 73,834,050        -                        73,834,050       -               
Supranational Agency Bonds/Notes 15,420,489        -                        15,420,489       -               
Certificates of Deposit 35,662,182        -                        35,662,182       -               
Asset-Backed Securities 12,729,724        -                        12,729,724       -               

Total investments by fair value level 495,995,048      29,759,994       466,235,054     -               

Derivative instruments
Interest rate swaps (64,264,809)$     (64,264,809)$    
Basis rate swaps 24,119,001        24,119,001       

Total derivative instruments (40,145,808)$     (40,145,808)$    

Fair Value Measurements
General Government June 30, 2018

 

Investment securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in 
active markets for those securities. Investment securities classified in Level 2 of the fair value hierarchy 
are valued using a matrix pricing technique. Matrix pricing is used to value securities based on the 
securities’ relationship to benchmark quoted prices. 

Derivative instruments are comprised of three forward interest rate swaps valued at ($64,264,809) and 
two basis swap overlays valued at $24,119,001. 

G. Long-term liabilities 

1. The 2008 Series ABCD bonds 

In March 2008, SANDAG issued $600,000,000 of variable-rate bonds to fund some of the major 
projects identified in the TransNet reauthorization (approved by voters in November 2004) under 
the TransNet Early Action Program. In June 2012, SANDAG refunded $151,500,000 of the Series 
2008 bonds and terminated a corresponding portion of the interest rate swaps relating to the 
Series 2008 bonds through the issuance of the 2012 Series A tax-exempt bonds. 

82

328

**DRAFT**v2



San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

The principal requirements to maturity for the 2008 Series ABCD bonds are as follows: 

2019 -$                    11,232,001$   13,080,652$   24,312,653$   
2020 -                      11,232,001 13,080,652     24,312,653     
2021 -                      11,232,001 13,080,652     24,312,653     
2022 -                      11,232,001 13,080,652     24,312,653     
2023 18,600,000     11,102,175 12,929,459     24,031,634     

2024 - 2028 104,100,000   47,241,832     55,017,260     102,259,092   
2029 - 2033 126,300,000   31,365,427     36,527,793     67,893,220     
2034- 2038 153,300,000 12,121,934 14,117,057     26,238,991     

Total 402,300,000$ 146,759,372$ 170,914,177$ 317,673,549$ 

Total InterestInterest on 
Debt

Principal 
Amount

Maturity 
(April 1)

Hedging 
Derivatives, 

Net

 

The bonds bear interest at a variable rate, which is reset weekly. See Note II.E.1 for reset rate 
ranges for each remarketing agent. The above table incorporates the net receipts/payments of 
the hedging derivative instruments that are associated with this debt. These amounts assume 
that current interest rates on variable-rate bonds and the current reference rates of hedging 
derivative instruments will remain the same for their term. As these rates vary, interest payments 
on variable-rate bonds and net receipts/payments on the hedging derivative instruments will vary. 
The average variable rate in effect was 1.056 percent as of June 30. 2018. Refer to Note II.E.1 
for additional information regarding the derivative instruments associated with the debt of 
SANDAG. 

2. The 2010 Series A and B bonds 

On November 10, 2010, SANDAG issued $350,000,000 Series 2010 A and B fixed-rate bonds to 
finance the SANDAG continued implementation of the TransNet program, principally consisting 
of transportation facility and public infrastructure 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. The Series A BABs totaled $338,960,000 and carry a fixed interest rate of 
5.911 percent (net interest rate of 3.991 percent after deducting the BABs federal subsidy) with a 
maturity date of April 1, 2048. The Series B tax-exempt bonds totaled $11,040,000 with a fixed 
interest rate of 3.14 percent, based on an interest rate range of 2.00 – 5.00 percent and a maturity 
date of April 1, 2030. 
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The principal requirements to maturity for the 2010 Series A bonds, net of the federal subsidy, 
are as follows: 

2019 -$                    13,556,307$   
2020 -                      13,556,307     
2021 -                      13,556,307     
2022 -                      13,556,308     
2023 -                      13,556,308     

2024 - 2028 -                      67,781,536     
2029 - 2033 -                      67,781,536     
2034 - 2038 -                      67,781,536     
2039 - 2043 153,555,000   55,961,761     
2044 - 2048 185,405,000   22,803,480     

Total 338,960,000$ 349,891,386$ 

Maturity     
(April 1, Oct 1)

Principal 
Amount

Interest 
Amount

 

The principal requirements to maturity for the 2010 Series B bonds are as follows: 

2019 720,000$        254,350$        
2020 750,000          225,550          
2021 395,000          195,550          
2022 410,000          179,750          
2023 430,000          163,350          

2024 - 2028 2,415,000       540,150          
2029 - 2030 1,115,000       67,400            

Total 6,235,000$     1,626,100$     

Interest  
Amount

Maturity     
(April 1, Oct 1)

Principal 
Amount

 

3. The 2012 Series A bonds 

On June 14, 2012, SANDAG issued $420,585,000 of 2012 Series A fixed-rate bonds to finance 
continued SANDAG implementation of the TransNet program, principally consisting of 
transportation facility and public infrastructure improvements within the County of San Diego, to 
refund $151,500,000 of the Series 2008 ABCD bonds, terminate a corresponding portion of the 
interest rate swaps relating to the Series 2008 ABCD bonds and pay the costs of issuing the 2012 
Series A bonds. The 2012 Series A sales tax revenue bonds (limited tax bonds) totaled 
$420,585,000 and carry a fixed interest rate of 3.703 percent with a maturity date of April 1, 2048. 
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The principal requirements to maturity for the 2012 Series A bonds are as follows: 

2019 17,855,000$  15,682,500$  
2020 18,700,000    14,839,750    
2021 19,970,000    13,954,750    
2022 20,965,000    12,956,250    
2023 3,525,000      11,908,000    

2024 - 2028 20,220,000    56,723,750    
2029 - 2033 26,210,000    51,176,750    
2034 - 2038 33,020,000    43,838,500    
2039 - 2043 72,505,000    31,899,500    
2044 - 2048 91,430,000    12,980,463    

Total 324,400,000$ 265,960,213$ 

Maturity   
(April 1, Oct 1)

Principal 
Amount

Interest 
Amount

 

4. The 2014 Series A bonds 

On September 10, 2014, SANDAG issued $350,000,000 Series 2014 A sales tax revenue bonds 
to finance continued SANDAG implementation of the TransNet program, principally consisting of 
transportation facility and public infrastructure improvements within the County of San Diego, to 
retire $42,725,000 in outstanding commercial paper notes and to pay the costs of issuing the Series 
2014 bonds. The Series A sales tax revenue bonds include a premium of $55,305,484 and carry 
an overall all-in interest rate of 3.85 percent with a maturity date of April 1, 2048. 

The principal requirements to maturity for the 2014 Series A bonds are as follows: 

2019 5,060,000$     16,701,450$   
2020 5,315,000       16,448,450     
2021 5,580,000       16,182,700     
2022 5,860,000       15,903,700     
2023 6,155,000       15,610,700     

2024 - 2028 35,695,000     73,119,000     
2029 - 2033 45,555,000     63,257,500     
2034 - 2038 58,145,000     50,670,750     
2039 - 2043 74,205,000     34,607,250     
2044 - 2048 94,560,000     14,256,325     

Total 336,130,000$ 316,757,825$ 

Principal 
Amount

Interest 
Amount

Maturity     
(April 1, Oct 1)
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5. The 2016 Series A bonds 

On August 17, 2016, SANDAG issued $325,000,000 Series 2016 A sales tax revenue bonds to 
finance continued SANDAG implementation of the TransNet program, principally consisting of 
transportation facility and public infrastructure improvements within the County of San Diego, to 
retire $46,445,000 in outstanding commercial paper notes and to pay the costs of issuing the 
Series 2016 bonds. The Series A sales tax revenue bonds include a premium of $78.8 million 
and carry an overall all-in interest rate of 3.283 percent with a maturity date of April 1, 2048. 

The principal requirements to maturity for the 2016 Series A bonds are as follows: 

2019 4,780,000$     15,884,000$   
2020 5,020,000       15,645,000
2021 5,270,000       15,394,000
2022 5,535,000       15,130,500
2023 5,810,000       14,853,750

2024 - 2028 33,730,000     69,607,500
2029 - 2033 43,035,000     60,259,500
2034 - 2038 54,935,000     48,399,500
2039 - 2043 70,100,000     33,223,000
2044 - 2048 89,465,000     13,856,000     

Total 317,680,000$ 302,252,750$ 

Principal 
Amount

Interest 
Amount

Maturity    
(April 1, Oct 1)

 

6. The 2017 Transportation Infrastructure Finance and Innovation Act loan 

On June 27, 2017, SANDAG entered into a TIFIA loan agreement with the United States 
Department of Transportation to finance continued SANDAG implementation of the TransNet 
program for up to $537,484,439 of costs to complete the Mid-Coast Corridor Transit Project. 
Under terms of the agreement, SANDAG will pay an interest rate of 2.72 percent with anticipated 
disbursement of loan proceeds in 2021. SANDAG issued short-term financing during the period 
of project construction and expected to use the TIFIA loan proceeds to repay the short-term 
borrowing. At June 30, 2018, there was no outstanding obligation due. 

7. The 2018 Short-Term notes (Series A Limited Tax Bonds) 

On April 1, 2018, SANDAG issued $537,480,000 Series A sales tax revenue short-term notes to 
finance costs associated with the Mid-Coast Corridor Transit Project, in advance of the TIFIA 
loan, to retire $27,586,000 of outstanding commercial paper notes related to the Mid-Coast 
Corridor Transit Project, and to pay the costs of issuing the series 2018 short-term notes. The 
series A sales tax revenue short-term notes include a premium of $31.6 million and carry an 
overall all-in interest rate of 1.812% with a maturity date of April 1, 2021. 
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The principal requirements to maturity for the 2018 Series A short-term notes, are as follows: 

2019 -$                    19,531,182$   
2020 -                      20,499,200
2021 537,480,000   20,499,200     

Total 537,480,000$ 60,529,582$   

Interest 
Amount

Principal 
Amount

Maturity    
(April 1)

 

8. Commercial paper notes 

SANDAG issues tax-exempt Commercial Paper Notes (CPN) to provide interim financing for 
various TransNet projects including those for construction and acquisition activities and for 
advance-funding TransNet local street improvement projects, as a low cost and flexible source of 
capital financing. 

At June 30, 2018, the SANDAG CPN was authorized to issue up to $100,000,000 aggregate 
principal, with $75,000,000 in letters of credit in place. Rates paid under the Reimbursement 
Agreement with MUFG Union Bank, N.A. supporting the CPN are 40 basis points and are set to 
expire on September 16, 2018. SANDAG CPN are issued with maturity dates ranging from one 
to 270 days at various interest rates. 

During the fiscal year, the balance of notes issued and outstanding was $26,614,000. Interest 
rates during the current year have varied from 0.82 percent to 1.80 percent, with maturities from 
two days to 82 days. The interest rate on the outstanding amount at June 30, 2018, was 
1.37 percent on $25,862,000 of notes and 1.48 percent on $752,000 of notes, with a maturity of 
55 and 41 days, respectively. As such, the outstanding amounts have been classified as  
current liabilities. 

Under the terms of the CPN, maturing principal amounts can be rolled-over by issuing new notes. 
It is the intention of SANDAG to pay the accrued interest and reissue the principal amounts as they 
mature; other than any prescheduled principal repayments. Therefore, the principal debt service 
requirements shown in the table below include expected payments through the date of expiration 
of the current CPN agreements. 
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Scheduled 
Repayment

 Principal 
Amount 

 Interest 
Amount 

2019 1,339,000$   470,918$      
2020 1,504,000     467,154        
2021 1,554,000     463,390        
2022 1,767,000     459,627        
2023 1,350,000     455,863        

2024 - 2028 7,250,000     2,279,315     
2029 - 2033 8,300,000     2,279,315     
2034 - 2035 3,550,000     2,279,315     

Total 26,614,000$ 9,154,897$   
 

9. Toll road acquisition debt repayment 

SANDAG financed the SR 125 toll road acquisition by assuming existing debt obligations and 
entering into promissory notes for the remaining funds necessary to complete the purchase. 
SANDAG assumed the existing TIFIA loans of $94,183,509 (Tranches A-2, B-2, and C-2) via the 
Second Amended and Restated TIFIA Loan Agreement. In addition to the assumed TIFIA loans, 
SANDAG entered into a new Series D Agreement with TIFIA for $1,445,850. SANDAG also 
borrowed TransNet funds totaling $254,068,974 from the San Diego County Regional 
Transportation Commission (Commission) via a promissory note. This amount was later reduced 
by $192,382,483 through a project swap approved on March 23, 2012, by the Board. 

In November 2017, the following outstanding balances were refunded with proceeds of the Series 
2017 A toll revenue bonds and existing resources: 

Amount

TIFIA Tranches A - C 164,860,757$    
TIFIA Series D 3,196,582          

Total TIFIA Notes 168,057,339      

Commission Note 62,352,510        

Total Refunding 230,409,849$    

Debt Type

 

10. The 2017 Series A Toll Revenue Bonds 

In November 2017, SANDAG issued a $194,140,000 of Series 2017 A toll revenue bonds to 
refinance indebtedness incurred by SANDAG in connection with the acquisition of the South Bay 
Expressway and to pay the cost of issuance of the 2017 Bonds. The Series 2017 A toll revenue 
bonds included a premium of $38,102,982 and carried an overall all-in interest rate of 3.33 percent 
with a maturity date of July 1, 2042. 

The principal requirements to maturity for the 2017 Series A Toll Revenue Bonds are as follows: 
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2019 3,070,000$     10,690,044$   
2020 4,315,000       9,445,625
2021 4,535,000       9,224,375
2022 4,765,000       8,991,875
2023 5,010,000       8,747,500

2024 - 2028 29,175,000     39,610,625
2029 - 2033 37,470,000     31,320,750
2034 - 2038 48,115,000     20,676,125
2039 - 2043 57,685,000     7,108,875       

Total 194,140,000$ 145,815,794$ 

Interest 
Amount

Principal 
Amount

Maturity       
(Jan 1, Jul 1)

 

11. Changes in long-term liabilities 

For the year ended June 30, 2018, long-term liability activity for the governmental activities, was 
as follows: 

July 1, 2017 June 30, 2018
Senior lien debt:

2008 bonds 402,300,000$       -$                      -$                      402,300,000$       -$                    
2010 A bonds 338,960,000         -                        -                        338,960,000         -                      
2010 B bonds 6,925,000             -                        (690,000)           6,235,000             720,000          
2012 bonds 341,455,000         -                        (17,055,000)      324,400,000         17,855,000     
2014 bonds 340,950,000         -                        (4,820,000)        336,130,000         5,060,000       
2016 bonds 322,235,000         -                        (4,555,000)        317,680,000         4,780,000       
Premium, net 175,823,386         -                        (18,715,827)      157,107,559         -                      

Total senior lien debt 1,928,648,386      -                        (45,835,827)      1,882,812,559      28,415,000     

Subordinate lien debt:
2018 short-term notes -                            537,480,000      -                        537,480,000         -                      
Premium -                            31,625,092        (1,988,791)        29,636,301           -                      
CPN 26,750,000           28,650,000        (28,786,000)      26,614,000           26,614,000     

Total subordinate lien debt 26,750,000           597,755,092      (30,774,791)      593,730,301         26,614,000     
Total senior and 

subordinate lien debt 1,955,398,386      597,755,092      (76,610,618)      2,476,542,860      55,029,000     
Other liabilities:

Compensated absences
payable 2,097,835             3,455,482          (3,359,168)        2,194,149             2,194,149       

Claims payable 1,700,000             25,000               (1,700,000)        25,000                  25,000            

Total other liabilities 3,797,835             3,480,482          (5,059,168)        2,219,149             2,219,149       
Total long-term liabilities 1,959,196,221$    601,235,574$    (81,669,786)$    2,478,762,009$    57,248,149$   

Governmental activities Additions Reductions Due Within 
One Year

Beginning 
Balance Ending    Balance
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For the year ended June 30, 2018, long-term liability activity for the business-type activities, was 
as follows: 

July 1, 2017 June 30, 2018
TIFIA notes:

Tranche A 55,063,101$         -$                      (55,063,101)$    -$                          -$                    
Tranche B 52,591,224           1,869,078          (54,460,302)      -                            -                      
Tranche C 4,698,254             185,527             (4,883,781)        -                            -                      
Series D 3,052,639             143,943             (3,196,582)        -                            -                      
Unamortized FV

adjustment 49,360,606           -                        (49,360,606)      -                            -                      
Total TIFIA notes 164,765,824         2,198,548          (166,964,372)    -                            -                      

TransNet note:
Category C 62,352,510           -                        (62,352,510)      -                            -                      

Total TransNet note 62,352,510           -                        (62,352,510)      -                            -                      

Senior lien bonds:
2017 Series A toll

revenue bonds -                            194,140,000      -                        194,140,000         3,070,000       
Premium -                            38,102,982        (1,545,197)        36,557,785           -                      

Total senior lien bonds -                            232,242,982      (1,545,197)        230,697,785         3,070,000       
Total TIFIA notes, TransNet 

notes & senior lien bonds 227,118,334         234,441,530      (230,862,079)    230,697,785         3,070,000       

Other liabilities:
Compensated absences

payable 145,373                395,627             (355,353)           185,647                185,647          

Total other liabilities 145,373                395,627             (355,353)           185,647                185,647          
Total long-term liabilities 227,263,707$       234,837,157$    (231,217,432)$  230,883,432$       3,255,647$     

Business-type activities Additions Reductions Due Within 
One Year

Beginning 
Balance

Ending      
Balance

 

12. Pledged revenue 

SANDAG and its component units have a number of debt issuances outstanding that are 
collateralized by the pledging of certain revenues. The amount and term of the remainder of these 
commitments are indicated in the debt service to maturity table presented in the accompanying 
notes. The future sales tax revenues are pledged for debt service requirements totaling 
$3,507,666,842 for payments through fiscal year 2048. The future toll revenues are pledged for 
debt service requirements totaling $194,140,000 for payments through fiscal year 2043. 
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The following table provides the pledged future revenue information for the debt for which a 
revenue pledge exists: 

Description of 
Pledged Revenue

 Fiscal Year 2018 
Amount of 

Pledged Revenue 

Fiscal Year 2018 
Debt Service 

Payments

Debt Service as 
a Percentage of 

Pledged 
Revenue

Sales Tax 302,364,081$         141,117,766$          47%

Toll Revenue 31,839,251 8,983,294 28%
 

 
H. Transit capital contributions 

The fund financial statements report regional transportation improvements, which are current year 
capital project expenditures. In the government-wide statement of activities, certain expenditures are 
eliminated and capitalized as capital assets in the statement of net position. During the current year, 
transit capital funding program revenues are $174,146,558. The program revenues represent the 
federal funds, state funds, and other local governmental funding for the construction-in-progress 
projects in the capital projects fund. 

I. Risk management 

SANDAG has a self-insured retention (deductible) for Bodily Injury and Property Damage Liability 
(including General Liability and Automobile Liability) claims of $500,000 per occurrence. Amounts in 
excess of the self-insurance are covered by commercial excess insurance up to $50,000,000. 
SANDAG purchases “all-risk” insurance for damage to its property up to $19,103,408 for SANDAG 
main location and off-site construction offices with a per occurrence subject to a deductible of $5,000; 
and up to $412,804,771 for the SR 125 toll road and acquired property with a per occurrence subject 
to a deductible of $50,000. In addition, SANDAG has insurance policies for costs arising from 
employee Workers’ Compensation claims, Auto Property, Mexican Auto Liability, Foreign Liability and 
Cyber Liability. Employment Practices Liability and Public Official Errors and Omissions Liability 
insurance are also covered to a maximum of $10,000,000 per occurrence, with excess liability 
insurance up to $50,000,000. 

Claims expenditures and liabilities in connection with these insurance programs are reported when it 
is probable that a loss has occurred, and the amount of that loss can be reasonably estimated. Claim 
payments have not exceeded insurance coverage for each of the past three fiscal years. 

There were no significant liability or property claims incurred, claims payments and claims payable as 
of and for the years ended June 30, 2017, and 2018. 
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J. Commitments and contingencies 

1. Encumbrances 

SANDAG uses ‘encumbrances’ to control expenditure commitments for the year. Encumbrances 
represent commitments related to executory contracts not yet performed and purchase orders 
not yet filled. Commitments for such expenditure of monies are encumbered to reserve applicable 
appropriations. Depending on the source(s) of funding, encumbrances are reported as part of 
restricted, committed or assigned fund balances on the governmental funds balance sheet.  

As of June 30, 2018, the encumbrance balances for the governmental funds are reported  
as follows: 

General Government Restricted Unassigned Total

General Fund -$                   1,198,585$         1,198,585$         
Commission Sales Tax Projects Fund 6,044,240      -                          6,044,240           
Capital Projects Fund -                     1,029,876,023    1,029,876,023    
Nonmajor Funds -                     21,879,347         21,879,347         

Total Commitments 6,044,240$    1,052,953,955$  1,058,998,195$  

Fund Balance

 

As of June 30, 2018, the encumbrance balances for the business-type funds are reported  
as follows: 

Business-type activities Restricted Unrestricted Total

SR 125 21,941,727$  -$                        21,941,727$       
Interstate 15 FasTrak 18,855,034    -                          18,855,034         

Total Commitments 40,796,761$  -$                        40,796,761$       

Net Position

 

Amounts received or receivable from grant agencies are subject to audit and adjustment by 
grantor agencies, principally the federal government. Any disallowed claims, including amounts 
already collected, may constitute a liability of the applicable funds. The amount, if any, of 
expenditures that may be disallowed by the grantor cannot be determined at this time, although 
SANDAG expects such amounts, if any, to be immaterial. 

2. Leases 

SANDAG leases its office space and some of its copiers, and other miscellaneous office 
equipment, under various operating leases. The SANDAG total operating lease expense for fiscal 
year 2018 was $2,599,637, and ARJIS’ was $180,174. 
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Minimum annual lease payments under non-cancellable operating leases with terms in excess of 
one year were as follows: 

Fiscal Year SANDAG ARJIS Total

2019 2,955,677$     178,381$           3,134,058$        
2020 2,701,731       184,777             2,886,508          
2021 3,503,885       193,092             3,696,977          
2022 3,643,984       201,781             3,845,765          
2023 3,765,924       210,861             3,976,785          

Total 16,571,201$   968,892$           17,540,093$      

Estimated Minimum Operating Lease Payment

 

K. Other post-employment benefits (OPEB) 

1. Plan description 

In March 1986, pursuant to requirements of the state retirement system in which SANDAG 
participates, SANDAG adopted a policy to provide post-retirement health care benefits to retired 
employees through the California Public Employees’ Retirement System (CalPERS), an agent 
multiple-employer benefit plan (the plan) that covers all SANDAG employees and is administered 
by the California Public Employees’ Retirement System (CalPERS).  

Commencing with the January 1, 2009 benefit year, SANDAG provides a fixed dollar amount 
contribution equal to a maximum of $250 per month per each eligible retiree. The maximum of 
$250 per month has not been increased in subsequent years, and any future increases would be 
at the discretion of SANDAG. Eight retirees were grandfathered into their 2007 SANDAG 
contribution with a 5 percent increase for 2007 and 2008. For these retirees, amounts in excess 
of the SANDAG fixed dollar contribution will be placed in a tax-free health reimbursement account. 
In future years, the SANDAG contribution may be subject to the CalPERS minimum required 
employer contribution ($128 per month in 2017, $133 per month in 2018 and subject to annual 
adjustments to reflect Medical Portion of CPI).  

Eligibility for the SANDAG contribution requires retirement from SANDAG and receipt of pension 
income under CalPERS while receiving coverage under the CalPERS Health Program. Covered 
employees who terminate employment with SANDAG prior to meeting CalPERS eligibility for 
retirement (attainment of at least age 50 and at least 5 years of CalPERS credited service) are 
not eligible for continuation of medical coverage except as provided under COBRA. An eligible 
retiree can elect to contribute to the cost of continuing spouse and other eligible dependent 
coverage at retirement. Surviving spouses are eligible for the SANDAG contribution upon the 
death of the retiree.  

2. Employees covered 

As of the June 30, 2017, actuarial valuation, the following current and former employees were 
covered by the benefit terms under the SANDAG OPEB plan: 
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Active employees 312
Inactive plan members or beneficiaries

currently receiving benefits 64
Inactive plan members entitled to but not

yet receiving benefits 0

Total 376
 

3. Contributions 

Contributions to retirees are a fixed dollar amount equal to a maximum of $250 per month per 
each eligible retiree. The exception to this contribution is for eight retirees who were 
grandfathered into their 2007 SANDAG contribution with an increase in each year thereafter, to 
maintain a comparable benefit level. The expenditure was recorded when the Actuarially 
Determined Contribution (ADC) of the employer was paid.  

For the fiscal year ended June 30, 2018, total payments of $514,196 were made to the CERBT 
as follows: 

Cash 
Contributions

Payments to 
Trust and 
Estimated 

Implied Subsidy

Total 
Contributions

Primary Government 399,976$            88,870$              488,846$            

ARJIS 20,742                4,608                 25,350                

Total 420,718$            93,478$              514,196$            

Contributions

 

4. Net OPEB Liability 

The SANDAG net OPEB liability was measured as of June 30, 2017, and the total OPEB liability 
used to calculate the net OPEB liability was determined by an actuarial valuation dated 
June 30, 2017, based on the following actuarial methods and assumptions: 
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Discount Rate 6.50%

Inflation 2.75%

Salary Increase 3.00%, in aggregate plus Merit

Investment Rate of Return 6.50%

Mortality Rate Table1
Derived using CalPERS' Membership Data 
for all funds

Pre-Retirement Turnover2
Derived using CalPERS' Membership Data 
for all funds

Healthcare Trend Rate
6.5% PPO / 6.0% HMO decreasing to 5.0% 
PPO / 5.0% HMO

Actuarial Assumptions:

 
1 The mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of 

mortality improvements using Society of Actuaries Scale BB. For more details on this table, please refer to the 
2014 experience study report. 

2 The Pre-Retirement Turnover table used was developed using the most recent (2017) CalPERS pension plan 
valuation. 

The long-term expected rate of return on OPEB plan investments was determined using a 
building-block method in which best-estimate ranges of expected future real rates of return 
(expected returns, net of OPEB plan investment expense and inflation) are developed for each 
major asset class. These ranges are combined to produce the long-term expected rate of return 
by weighting the expected future real rates of return by the target asset allocation percentage and 
by adding expected inflation.  

Best estimates of arithmetic real rates of return for each major asset class included in the OPEB 
plan’s target asset allocation as of June 30, 2017, are summarized in the following table: 

Global Equity 40.0% 5.50%
REITs 8.0 3.65
US Fixed Income 39.0 2.35
Commodities 3.0 1.75
Inflation Assets 10.0 1.50

Total 100.0

Target 
Allocation

Long-term 
expected real 
rate of return

Asset Class

 
Long-term expected rate of return is 6.50%. 

5. Discount Rate 

The discount rate used to measure the total OPEB liability was 6.50 percent. The projection of 
cash flows used to determine the discount rate assumed that SANDAG continues to fully fund for 
its retiree health benefits through the CERBT under its investment allocation strategy 2. The rate 
reflects the CERBT published median interest rate for strategy 2 of 6.73 percent with an additional 
margin for adverse deviation. 
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6. Changes in Net OPEB liability 

The summary of changes in net OPEB liability for the primary government are as follows: 

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/(Asset)

(a) (b) (c) = (a) - (b)

Balance at 6/30/2017 (Valuation Date) 4,889,439$         3,252,236$         1,637,203$         
Changes recognized for the measurement period:

Service Cost 272,296              -                        272,296              

Interest 325,836              -                        325,836              

Changes of Assumptions -                        -                        -                        

Contributions - employer -                        575,614              (575,614)             

Net Investment Income -                        245,220              (245,220)             

Benefit payments (297,736)             (297,736)             -                        

Administrative expense -                        (1,779)                1,779                 

Net changes 300,396              521,319              (220,923)             

Balance at 6/30/2018 (Measured at June 30, 2017) 5,189,835$         3,773,555$         1,416,280$         

Increase (Decrease)

 

The ARJIS summary of changes in net OPEB liability recognized over the measurement  
period is: 

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/(Asset)

(a) (b) (c) = (a) - (b)

Balance at 6/30/2017 (Valuation Date) 253,550$            168,650$            84,900$              
Changes recognized for the measurement period:

Service Cost 14,120                -                        14,120                

Interest 16,897                -                        16,897                

Contributions - employer -                        29,849                (29,849)               

Net Investment Income -                        12,716                (12,716)               

Benefit payments (15,440)               (15,440)               -                        

Administrative expense -                        (92)                     92                      

Net changes 15,577                27,033                (11,456)               

Balance at 6/30/2018 (Measured at June 30, 2017) 269,127$            195,683$            73,444$              

Increase (Decrease)

 

7. Sensitivity of the net OPEB liability to changes in the discount rate 

The following presents the net OPEB liability of the plan as of the measurement date, calculated 
using the discount rate of 6.50 percent, as well as if it were calculated using a discount rate that 
is one percentage point lower (5.50%) or one percentage point higher (7.50%) than the  
current rate. 
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1% Decrease Current 1% Increase
(5.50%) (6.50%) (7.50%)

Primary government 2,059,455$         1,416,280$         880,129$            
ARJIS 106,796             73,444               45,640               

2,166,251$         1,489,724$         925,769$            

Net OPEB liability:

Net OPEB liability

Discount Rate

 

8. Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates 

The following presents the net OPEB liability as of the measurement date, calculated using the 
current healthcare cost trend rates (HMO and PPO), as well as if it were calculated using rates 
that are one percentage point lower or one percentage point higher than the current rate. 

1% Decrease Current 1% Increase

Net OPEB liability
Primary government 988,160$         1,416,280$      2,034,936$      
ARJIS 51,243             73,444             105,525           

1,039,403$      1,489,724$      2,140,461$      

Healthcare Cost Trend Rates

(7.00%HMO / 
7.50%PPO 

decreasing to 
6.00%HMO / 
6.00%PPO

Net OPEB liability

(5.00%HMO / 
5.50%PPO 

decreasing to 
4.00%HMO / 
4.00%PPO

(6.00%HMO / 
6.50%PPO 

decreasing to 
5.00%HMO / 
5.00%PPO

 

9. OPEB plan fiduciary net position 

The CERBT issues a publicly available financial report that includes financial statements and 
required supplementary information. That report may be obtained from the California Public 
Employees’ Retirement System, CERBT, P.O. Box 942703, Sacramento, CA 94429-2703. 

10. Recognition of deferred outflow and deferred inflows of resources 

Gains and losses related to changes in total OPEB liability and fiduciary net position are 
recognized in OPEB expense systematically over time. 

Amounts are first recognized in OPEB expense for the year the gain or loss occurs. The remaining 
amounts are categorized as deferred outflows and deferred inflows of resources related to OPEB 
and are to be recognized in future OPEB Expense. 

The recognition period differs depending on the source of the gain or loss. 

97

343

**DRAFT**v2



San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

Net difference between projected 5 year straight-line amortization
and actual earnings on 
OPEB plan investments

All other amounts Straight-line amortization over the expected average 
remaining service lifetime (EARLS) (5 years at 
June 30, 2017)  

11. OPEB expense and deferred outflows/inflows of resources related to OPEB 

For the fiscal year ended June 30, 2018, SANDAG recognized OPEB expense of $393,996 for 
the plan as follows: 

 Fiscal Year 
2018 

Primary Government 374,572$    
ARJIS 19,424        

Total OPEB expense 393,996$    
 

The primary government reports other amounts for the plan as deferred outflows and deferred 
inflows of resources related to OPEB as follows: 

OPEB contributions subsequent to measurement date 488,846$           -$                     
Net difference between projected and actual earnings

on OPEB plan investments -                       (19,880)             

Total 488,846$           (19,880)$            

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

Primary Government

 

ARJIS reports other amounts for the plan as deferred outflows and deferred inflows of resources 
related to OPEB as follows: 

OPEB contributions subsequent to measurement date 25,350$             -$                     
Net difference between projected and actual earnings

on OPEB plan investments -                       (1,031)               

Total 25,350$             (1,031)$             

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

ARJIS

 

The primary government reported $488,846 and ARJIS reported $25,350 deferred outflows of 
resources related to employer contributions subsequent to the measurement date will be 
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recognized as a reduction of the net OPEB liability in the year ending June 30, 2019, for  
these contributions. 

The following amounts reported as deferred outflows of resources related to OPEB for the primary 
government that will be recognized in future periods as OPEB expense: 

Fiscal Year Ended 
June 30

Deferred 
Outflows/(Inflows) 

of Resources
2019 (4,970)$                 
2020 (4,970)                   
2021 (4,970)                   
2022 (4,970)                   

Total (19,880)$               
 

The following amounts reported as deferred outflows of resources related to OPEB for ARJIS that 
will be recognized in future periods as OPEB expense: 

Fiscal Year Ended 
June 30

Deferred 
Outflows/(Inflows) 

of Resources
2019 (258)$                    
2020 (258)                     
2021 (258)                     
2022 (257)                     

Total (1,031)$                 
 

L. Pension plan 

Qualified permanent and probationary employees are eligible to participate in pension benefits 
through the California Public Employees’ Retirement System (CalPERS). 

1. Plan description 

SANDAG and ARJIS, a blended component unit of SANDAG, provide a defined benefit pension 
plan through the Miscellaneous Plan (the Plan), an agent multiple-employer defined benefit 
pension plan administered by CalPERS. CalPERS acts as a common investment and 
administrative agent for its participating public employers within the State of California. An agent 
multiple-employer plan is one in which the assets of the multiple employers are pooled together 
for investment purposes, but separate accounts are maintained for each individual employer.  

Benefit provisions under the plan are established by state statute and local government 
resolution. CalPERS issues publicly available reports that include a full description of the pension 
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plans regarding benefit provisions, assumptions, and membership information that can be found 
on the CalPERS website. 

2. Benefits provided 

CalPERS provides service retirement and disability benefits, annual cost of living adjustments, 
and death benefits to plan members, which include public employees and their beneficiaries. 
SANDAG has three classes of plan members, based on date of hire. Benefits for all plan members 
are based on years of credited service, equal to one year of full-time employment. 

The plan’s provisions and benefits in effect at June 30, 2018, are summarized as follows: 

Hire date Prior to 
10/27/12

After 
10/27/121

On or after 
1/1/132

Benefit formula 2.7% @ 55 2% @ 60 2% @ 62

Benefit vesting schedule (# years of service) 5 yrs 5 yrs 5 yrs

Benefit payments
monthly for 

life
monthly for 

life
monthly for 

life

Retirement age 50 - 55 50 - 60 52 - 62

Monthly benefits, as a % of eligible compensation 2.7% 2.0% 2.0%

Required employee contribution rates 8% 7% 6.25%

Required employer contribution rates 18.843% 18.843% 18.843%
 

1 Includes those hired on or after January 1, 2013, who are current members of CalPERS (or a reciprocal agency) 
and have not had a break in service with a CalPERS agency of greater than six months. 

2 Applicable to employees who are not members of CalPERS (or a reciprocal system) at the time of hire or 
have had a break in service greater than six months from a CalPERS agency. 

The Plan also provides optional benefits for survivor and disability benefits. The benefit provisions 
and all other requirements are established by contracts with CalPERS in accordance with the 
provisions of the Public Employees’ Retirement law. 

CalPERS issues an annual audited stand-alone financial report and a copy can be obtained by 
submitting a written request to CalPERS at P.O. Box 942709, Sacramento, CA 94229-2709 or by 
visiting its website at calpers.ca.gov. 
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3. Employees covered by benefit terms 

The following employees were covered based on the CalPERS actuarial valuation report dated 
June 30, 2016: 

Active members 315
Transferred members 85
Terminated members 197
Retired members and beneficiaries 108

Total 705

Active to Retired Ratio 2.92%
 

4. Contributions 

All employer contribution rates are actuarially determined annually and become effective July 1 
following the notice of change in the rate in accordance with Section 20814(c) of the California 
Public Employees’ Retirement Law (PERL). The employer and employee contributions are a 
percentage of the covered payroll, which is based on pensionable earnings. The rates are defined 
by law and are based on the employer’s benefit formula as determined by periodic actuarial 
valuations. These contributions are deposited in a fund established for each entity for the purpose 
of creating actuarial reserves for future benefits. The actuarially determined rate is the estimated 
amount necessary to finance the costs of benefits earned by employees during the year, with an 
additional amount to finance any unfunded accrued liability.  

For the reporting fiscal year 2018, the required contributions were actuarially determined by the 
funding valuation reports dated June 30, 2016. The actuarially required contribution rate was 
19.225% of covered payroll and actual contributions totaled $4,899,927 for the primary 
government and $264,959 for ARJIS. This rate includes the mandatory employee contribution 
rate, as shown in the Benefits Provided table in Note II.L.2, that is currently paid by SANDAG for 
all eligible members. PEPRA members pay 6.25% of covered-employee payroll which is 60.56% 
of the total normal cost of 10.32%. 

5. Net pension liability 

The Plan’s net pension liability was measured as of June 30, 2017, and the total pension liability 
used to calculate the net pension liability was determined by an actuarial valuation as of  
June 30, 2016. The total pension liability was rolled forward to determine the June 30, 2017 total  
pension liability. 
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6. Actuarial methods and assumptions used to determine total pension liability 

The June 30, 2017 (the measurement date), total pension liability was based on the following 
actuarial methods and assumptions applied to all periods included in the measurement: 

Actuarial Assumptions:

Discount Rate 7.15%

Inflation 2.75%

Salary Increase Varies by Entry Age and Service
Investment Rate of Return

Mortality Rate Table1
Derived using CalPERS' Membership Data for all 
Funds

Post Retirement Benefit Increase

Entry Age Normal

7.15% Net of Pension Plan Investment Expenses; 
includes inflation

Contract COLA up to 2.75% until Purchasing 
Power Protection Allowance Floor on Purchasing 
Power applies, 2.75% thereafter

Actuarial Cost Method

 
1The mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of 
mortality improvements using Society of Actuaries Scale BB. For more details on this table, please refer to the 
2014 experience study report. 

All other actuarial assumptions used in the June 30, 2016, valuation were based on the results of 
an actuarial experience study for the period from 1997 to 2011, including updates to salary 
increase, mortality, and retirement rates. The Experience Study report can be accessed on the 
CalPERS website at calpers.ca.gov under Forms and Publications. 

7. Change of assumptions 

In 2017, the discount rate was reduced from 7.65 percent to 7.15 percent. 

8. Discount rate 

The discount rate used to measure the total pension liability was 7.15 percent. To determine 
whether the municipal bond rate should be used in the calculation of the discount rate for each 
plan, CalPERS stress tested plans that would most likely result in a discount rate that would be 
different from the actuarially assumed discount rate. The tests revealed the assets would not run 
out. Therefore, the current 7.15 percent discount rate is appropriate, and the use of the municipal 
bond rate calculation is not deemed necessary. The long-term expected discount rate of  
7.15 percent is applied to all plans in the Public Employees’ Retirement Fund (PERF). The cash 
flows used in the testing were developed assuming that both members and employers will make 
their required contributions on time and as scheduled in all future years. The stress test results 
are presented in a detailed report called “GASB Crossover Testing Report” that can be obtained 
at the CalPERS website under the GASB 68 section. 
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The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which expected future real rates of return (expected returns, net of 
pension plan investment expense and inflation) are developed for each major asset class. 

In determining the long-term expected rate of return, staff took into account both short-term and 
long-term market return expectations as well as the expected pension fund (PERF) cash flows. 
Taking into account historical returns of all the PERF’s asset classes (which includes the agent 
plan and two cost-sharing plans or PERF A, B, and C funds), expected compound (geometric) 
returns were calculated over the short-term (first 10 years) and the long-term (11–60 years) using 
a building-block approach. Using the expected nominal returns for both short-term and long-term, 
the present value of benefits was calculated for each PERF fund. The expected rate of return was 
set by calculating the single equivalent expected return that arrived at the same present value of 
benefits for cash flows as the one calculated using both short-term and long-term returns. The 
expected rate of return was then set equal to the single equivalent rate calculated above and 
rounded down to the nearest one-quarter of one percent. 

The table below reflects long-term expected real rate of return by asset class. The rate of return 
was calculated using the capital market assumptions applied to determine the discount rate and 
asset allocation. The target allocation shown was adopted by the Board effective on July 1, 2014. 

Global Equity 47.0% 4.90% 5.38%
Global Fixed Income 19.0 0.80 2.27
Inflation Sensitive 6.0 0.60 1.39
Private Equity 12.0 6.60 6.63
Real Estate 11.0 2.80 5.21
Infrastructure and Forestland 3.0 3.90 5.36
Liquidity 2.0 (0.40) (0.90)

Current Target 
Allocation

Real Return 
Years 1 - 101

Real Return 
Years 11+2Asset Class

 
1 An expected inflation of 2.5 percent used for this period. 
2 An expected inflation of 3.0 percent used for this period. 

9. Subsequent events 

There were no subsequent events that would materially affect the results presented in  
this disclosure. 

10. Pension plan fiduciary net position 

The plan fiduciary net position (assets) disclosed in the SANDAG GASB report may differ from 
the plan assets reported in the SANDAG actuarial valuation report due to several reasons. 
First, CalPERS must keep Reserves for Deficiencies and Fiduciary Self Insurance. These 
amounts are excluded for rate-setting purposes in the actuarial valuation report while required to 
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be included for GASB reporting purposes. In addition, differences may result from early 
Comprehensive Annual Financial Report closing and final reconciled reserves. 

11. Changes in net pension liability 

The following table is the aggregate changes in the pension plans’ net pension liabilities of the 
primary government for measurement period of July 1, 2016 to June 30, 2017: 

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability/(Asset)

(a) (b) (c) = (a) - (b)

Balance at 6/30/2016 (Valuation Date)1 135,354,591$      90,897,572$        44,457,019$        
Changes for the year

Service Cost 4,847,623           -                        4,847,623           

Interest on the Total Pension Liability 10,167,024         -                        10,167,024         

Changes of Benefit Terms -                        -                        -                        

Differences between Expected and 
Actual Experience (1,575,875)          -                        (1,575,875)          

Plan to Plan Resource Movement -                        (421)                   421                    

Changes of Assumptions 8,599,431           -                        8,599,431           

Contributions from the Employer -                        4,734,419           (4,734,419)          

Contributions from Employees -                        1,986,295           (1,986,295)          

Net Investment Income2 -                        10,269,847         (10,269,847)        

Benefit Payments, including Refunds 
of Employee Contributions (5,211,620)          (5,211,620)          -                        

Net changes during 2016 - 2017 16,826,583         11,778,520         5,048,063           

Balance at 6/30/2017 (Measurement Date)1 152,181,174$      102,676,092$      49,505,082$        

Increase (Decrease)

 

1 The fiduciary net position includes receivables for employee service buybacks, deficiency reserves, fiduciary 
self-insurance and OPEB expense. 

2 Net of administrative expenses. 
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The ARJIS aggregate changes in the pension plans’ net pension liabilities for the measurement 
period of July 1, 2016, to June 30, 2017, is: 

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liability/(Asset)

(a) (b) (c) = (a) - (b)

Balance at 6/30/2016 (Valuation Date)1 8,288,188$         5,565,946$         2,722,242$         
Changes for the year

Service Cost 296,836              -                        296,836              

Interest on the Total Pension Liability 622,559              -                        622,559              

Changes of Benefit Terms -                        -                        -                        

Differences between Expected and 
Actual Experience (96,496)               -                        (96,496)               

Plan to Plan Resource Movement -                        (26)                     26                      

Changes of Assumptions 526,570              -                        526,570              

Contributions from the Employer -                        289,903              (289,903)             

Contributions from Employees -                        121,627              (121,627)             

Net Investment Income2 -                        628,855              (628,855)             

Benefit Payments, including Refunds 
of Employee Contributions (319,124)             (319,124)             -                        

Net changes during 2016 - 2017 1,030,345           721,235              309,110              

Balance at 6/30/2017 (Measurement Date)1 9,318,533$         6,287,181$         3,031,352$         

Increase (Decrease)

 
1 The fiduciary net position includes receivables for employee service buybacks, deficiency reserves, fiduciary 

self-insurance and OPEB expense. 
2 Net of administrative expenses. 

12. Sensitivity of the net pension liability to changes in the discount rate 

The following presents the net pension liability of the Plan, calculated using the discount rate, as 
well as what the net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower or one percentage point higher than the current rate: 

Discount Rate 
- 1%      

(6.15%)

Current 
Discount Rate 

(7.15%)

Discount Rate 
+1           

(8.15%)

Primary government 70,793,593$   49,505,082$     31,949,149$     
ARJIS 4,334,915      3,031,352        1,956,347         

75,128,508$   52,536,434$     33,905,496$     

Plan's Net Pension Liability

Total Net Pension Liability
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13. Recognition of gains and losses 

Under GASB 68, gains and losses related to changes in total pension liability and fiduciary net 
position are recognized in pension expense systematically over time. 

The first amortized amounts are recognized in pension expense for the year the gain or loss 
occurs. The remaining amounts are categorized as deferred inflows and deferred outflows of 
resources related to pensions and are to be recognized in future pension expense. 

The amortization period differs depending on the source of the gain or loss: 

Net Difference between projected 5 year straight-line amortization
and actual earnings on 
pension plan investments

All other amounts Straight-line amortization over the expected average 
service lifetime (EARSL) of all members that are 
provided with benefits (active, inactive, and retired) 
as of the beginning of the measurement period

Source Amortization Period

 

The expected average remaining service lifetime (EARSL) is calculated by dividing the total future 
service years by the total number of plan participants (active, inactive, and retired). 

The EARSL for the plan for the measurement period ending June 30, 2017 is 4.6 years, which 
was obtained by dividing the total service years of 3,425 (the sum of remaining service lifetimes 
of the active employees) by 746 (the total number of participants: active, inactive, and retired). 
Note that inactive employees and retirees have remaining service lifetimes equal to zero. 
Also note that total future service is based on the members’ probability of decrementing due to 
an event other than receiving a cash refund. 

14. Pension expense and deferred outflows and deferred inflows of resources related  
to pensions 

For the fiscal year ending June 30, 2018 (the reporting period), SANDAG recognized a pension 
expense of $4,368,519 for the plan as follows: 

Fiscal Year 
2018

Primary government 3,913,813$      
ARJIS 454,706          

Total pension expense 4,368,519$      
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Deferred outflows of resources and deferred inflows of resources represent the unamortized 
portion of changes to net pension liability to be recognized in future periods in a systematic and 
rational manner. 

The following are the sources of deferred outflows of resources and deferred inflows of resources 
for the primary government as of the measurement date of June 30, 2017: 

Changes of assumptions 6,729,990$        (836,573)$          
Differences between expected and actual experience 968,170             (1,233,294)         
Change in proportionate share 116,454             (279,547)            
Employer contributions for fiscal year 2018 4,828,135          -                       
Net difference between projected and actual earnings

on pension plan investments 1,153,666          -                       

Total 13,796,415$      (2,349,414)$       

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

 

The following are the sources of deferred outflows of resources and deferred inflows of resources 
for ARJIS as of the measurement date of June 30, 2017: 

Changes of assumptions 412,098$           (51,227)$            
Differences between expected and actual experience 59,284              (75,518)             
Change in proportionate share 239,041             (75,948)             
Employer contributions for fiscal year 2018 336,751             -                       
Net difference between projected and actual earnings

on pension plan investments 70,643              -                       

Total 1,117,817$        (202,693)$          

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

 

The deferred outflows of resources of the primary government related to pension resulting from 
employer contributions subsequent to the measurement date of June 30, 2017, totaling 
$4,828,135 will be recognized as a reduction of the net pension liability in fiscal year ending 
June 30, 2019. ARJIS reports a total of $336,751 for these contributions. 

Deferred inflows of resources resulting from net differences between projected and actual 
earnings on investments are amortized over five years, all other deferred outflows or inflows of 
resources will be amortized over their service lives. 
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The following amounts reported as deferred outflows of resources related to pension for the 
primary government that will be recognized in future periods as pension expense: 

Fiscal Year Ended 
June 30

Deferred 
Outflows/(Inflows) 

of Resources
2019 1,536,374$            
2020 2,972,241             
2021 2,018,393             
2022 91,858                  
2023 -                           

Total 6,618,866$            
 

The following amounts reported as deferred outflows of resources related to pension for ARJIS 
that will be recognized in future periods as pension expense: 

Fiscal Year Ended 
June 30

Deferred 
Outflows/(Inflows) 

of Resources
2019 116,058$              
2020 212,936                
2021 190,350                
2022 59,029                  
2023 -                           

Total 578,373$              
 

M. Restatement 

The accompanying financial statements reflect certain opening balance adjustments as set  
forth below: 

During the year, SANDAG implemented GASB 75 resulting in recording a net OPEB liability and 
deferred outflow of resources as a restatement of opening net position as of July 1, 2017. 

108

354

**DRAFT**v2



San Diego Association of Governments 
Notes to the Basic Financial Statements, Continued 

For the Fiscal Year Ended June 30, 2018 

Net Position at Beginning of Year 

Component Units

Governmental 
Activities

Business-Type 
Activities Total SR125 Toll Road 

Fund ARJIS

Beginning of year (8,762,369)$            219,408,330$          210,645,961$           181,524,580$      6,966,772$              

Implementation of GASB 75 (1,481,323)              (105,858)                 (1,587,181)               (105,858)             (55,051)                   

(10,243,692)$          219,302,472$          209,058,780$           181,418,722$      6,911,721$              As restated

Primary Government
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A. Other Post-Employment Benefits (OPEB) Plan: 

Schedule of Change in Net OPEB Liability 
And Related Ratios  

Last Ten Years1 

Measurement Period 2017

TOTAL OPEB LIABILITY
Service cost 286,416$         
Interest 341,733          
Benefit payments, including refunds of employee contributions (313,176)         

Net change in total OPEB liability 314,973          
Total OPEB liability - beginning 5,142,989        

Total OPEB liability - ending 5,457,962$      

PLAN FIDUCIARY NET POSITION
Contributions - employer 605,463$         
Investment income 257,936          
Benefit payments, including refunds of employee contributions (313,176)         
Administrative expense (1,871)             

Net change in fiduciary net position 548,352          
Plan fiduciary net position - beginning 3,420,886        

Plan fiduciary net position - ending 3,969,238$      

Plan net OPEB liability - ending 1,489,724$      

Plan fiduciary net position as a percentage of the total OPEB liability 72.72%

Covered employee payroll 26,677,526      

Plan net OPEB liability as a percentage of covered employee payroll 5.58%
 

                                                 
1 Ten years has not been presented as Governmental Accounting Standards Board 75 was implemented for the 

fiscal year ended June 30, 2018. 
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Schedule of OPEB Contributions 
Last Ten Years2 

Actuarially Determined Contribution 487,311$          
Contributions in Relation to the Actuarially Determined

Contribution (514,196)           

Contribution Deficiency (Excess) (26,885)$           

Covered Employee Payroll 26,864,803$     

Contributions as a Percentage of Covered Empolyee Payroll 1.814%

 Fiscal Year 
2018 

 

Notes to Schedule 

The actuarial methods and assumptions used to set the actuarially determined contributions for fiscal year 2018 
were from the June 30, 2017, actuarial valuations. 

                                                 
2 Ten years has not been presented as Governmental Accounting Standards Board 75 was implemented for the 

fiscal year ended June 30, 2018. 
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Actuarial Cost Method Entry Age Normal
Asset Valuation Method Market Value

Inflation 2.75%

Salary Increases 3.0% per annum, in aggregate

Minimum Contribution 4% per year
Investment Rate of Return 6.50% per year; assumes SANDAG invests in the CERBT 

asset allocation Strategy 2 with a margin for adverse deviation 
of 23 bps

Medical Trend Rates Medical costs are adjusted in future years 6.5% (PPO) and 
6.0% (HMO) then decreasing to 5.0% (PPO) and 5.0% 
(HMO)

Retiremement Age CalPERS pension plan experience study. According to the 
following retirement tables:

Miscellaneous Tier 1: 2.7 @ 55
Miscellaneous Tier 2: 2.0 @ 60
Miscellaneous Tier 3: 2.0 @ 62

Mortality
Pre-retirement and Post-retirement mortality based on the 
most recent CalPERS experience study

Methods and Assumptions
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B. Pension Plan: 

Schedule of Change in Net Pension Liability 
And Related Ratios  

Last Ten Years3 

2016 - 2017 2015 - 2016 2014 - 2015 2013 - 2014

TOTAL PENSION LIABILITY
Service cost 5,144,459$      4,534,280$      4,304,754$     4,383,941$     
Interest 10,789,583      10,232,734      9,525,794       8,721,625       
Difference between expected & actual experience (1,672,371)      329,995          2,226,555       -                     
Changes of assumptions 9,126,001        -                     (2,367,470)      -                     
Benefit payments, including refunds of

employee contributions (5,530,744)      (5,236,629)      (4,831,911)      (4,554,501)      

Net change in total pension liability 17,856,928      9,860,380        8,857,722       8,551,065       
Total pension liability - beginning 143,642,779    133,782,399    124,924,677    116,373,612    

Total pension liability - ending 161,499,707$  143,642,779$  133,782,399$  124,924,677$  

PLAN FIDUCIARY NET POSITION
Contributions - employer 5,024,322$      4,683,435$      4,608,038$     4,174,170$     
Contributions - employee 2,107,922        1,991,758        1,899,740       2,766,681       
Investment income 11,041,124      490,271          2,067,607       13,463,922     
Administrative expense (142,422)         (57,649)           (106,721)         (111,112)         
Benefit payments, including refunds of

employee contributions (5,530,744)      (5,236,629)      (4,831,911)      (4,554,501)      
Other changes in fiduciary net position (447)                12                   (214,517)         -                     

Net change in fiduciary net position 12,499,755      1,871,198        3,422,236       15,739,160     
Plan fiduciary net position - beginning 96,463,518      94,592,320      91,170,084     75,430,924     

Plan fiduciary net position - ending 108,963,273$  96,463,518$    94,592,320$    91,170,084$    

Plan net pension liability - ending 52,536,434$    47,179,261$    39,190,079$    33,754,593$    

Plan fiduciary net position as a percentage
of the total pension liability 67.47% 67.16% 70.71% 72.98%

Covered payroll 26,677,526$    25,634,081$    24,147,581$    23,828,423$    

Plan net pension liability
as a percentage of covered payroll 196.93% 184.05% 162.29% 141.66%

Measurement Period

 

                                                 
3 Ten years has not been presented as Governmental Accounting Standards Board 68 was implemented for the 

fiscal year ended June 30, 2015. 
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Notes to Schedule 

Benefit Changes: The figures above do not include any liability impact that may have resulted from plan 
changes which occurred after June 30, 2016 valuation date. This applies for voluntary benefit changes as 
well as any offers of two years additional service credit. 

Changes in Assumptions: In 2017, the accounting discount rate reduced from 7.65 percent to 7.15 percent. 
In 2016, there were no changes. In 2015, amounts reported reflect an adjustment of the discount rate from 
7.5 percent (net of administrative expense) to 7.65 percent (without a reduction for pension plan 
administrative expense). In 2014, amounts reported were based on the 7.5 percent discount rate. 

Schedule of Plan Contributions 
Last Ten Years4 

Actuarially Determined Contribution 5,164,886$   5,024,322$   4,683,435$   4,608,038$   4,174,170$   
Contributions in Relation to the

Actuarially Determined Contribution (5,164,886)    (5,024,322)    (4,683,435)    (4,608,038)    (4,174,170)    

Contribution Deficiency (Excess) -$                 -$                 -$                 -$                 -$                 

Covered Payroll 26,864,803$ 26,677,526$ 25,634,081$ 24,147,581$ 23,828,423$ 

Contributions as a Percentage
of Covered Payroll 19.225% 18.834% 18.270% 19.083% 17.518%

 Fiscal Year 
2015 

 Fiscal Year 
2014 

 Fiscal Year 
2016 

 Fiscal Year 
2017 

 Fiscal Year 
2018 

 

Notes to Schedule 

The actuarial methods and assumptions used to set the actuarially determined contributions for fiscal year 2018 
were from the June 30, 2016, public agency valuations. 

                                                 
4 Ten years has not been presented as Governmental Accounting Standards Board 68 was implemented for the 

fiscal year ended June 30, 2015. 
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Actuarial Cost Method Entry Age Normal
Amortization Method/Period For details, see June 30, 2014, Funding Valuation Report
Asset Valuation Method Market Value of Assets. For details, see June 30, 2014, 

Funding Valuation Report.

Inflation 2.75%

Salary Increases Varies by Entry Age and Service

Payroll Growth 3.00%

Investment Rate of Return
7.50% net of Pension Plan Investment and Administrative 
Expenses; includes inflation.

Retiremement Age The probabilities of retirement are based on the 2014 
CalPERS Experience Study for the period from 1997 to 2011.

Mortality
The probabilities of mortality are based on the 2014 CalPERS 
Experience Study for the period from 1997 to 2011. Pre-
retirement and Post-retirement mortality rates include 20 
years of projected mortality improvement using Scale BB 
published by the Society of Actuaries.

Methods and Assumptions
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Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
General Fund
For the year ended June 30, 2018

Actual Variance with
Original Final Amounts Final Budget

REVENUES

Local Transportation Development Act sales tax funds 7,506,061$ 7,506,061$ 7,506,061$ -$

Member agency assessments 547,426 547,426 547,426 -

Other revenues - - 343,150 343,150

Total revenues 8,053,487 8,053,487 8,396,637 343,150

EXPENDITURES

Current:

General government 49,923,850 50,016,450 44,806,974 5,209,476

Cost recovery (49,136,311) (49,136,311) (45,001,058) (4,135,253)

Total expenditures 787,539 880,139 (194,084) 1,074,223

REVENUES OVER
(UNDER) EXPENDITURES 7,265,948 7,173,348 8,590,721 1,417,373

OTHER FINANCING SOURCES (USES)

Transfers in 242,500 242,500 153,242 (89,258)

Transfers out (10,558,973) (12,416,121) (8,315,361) 4,100,760

Total other financing sources (uses) (10,316,473) (12,173,621) (8,162,119) 4,011,502

Net change in fund balances (3,050,525)$ (5,000,273)$ 428,602 5,428,875$

FUND BALANCES

Beginning of year 16,692,153

End of year 17,120,755$

Budgeted Amounts

See accompanying Notes to the Basic Financial Statements.

119

365

**DRAFT**v2



San Diego Association of Governments
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
San Diego County Regional Transportation Commission Sales Tax Projects Fund
For the year ended June 30, 2018

Actual Variance with

Original Final Amounts Final Budget

REVENUES

Local TransNet sales tax funds 292,132,637$ 292,132,637$ 302,364,081$ 10,231,444$

Investment earnings 9,600,000 7,392,917 7,577,575 184,658

Other revenues - - 21,756 21,756

Total revenues 301,732,637 299,525,554 309,963,412 10,437,858

EXPENDITURES

Current:

General government 2,921,326 2,921,326 - 2,921,326

Bicycle facilities 5,842,653 5,842,653 632,942 5,209,711

Independent Taxpayer Oversight Committee 394,972 394,972 365,953 29,019

Major corridor capital projects 107,530,001 107,530,001 165,400 107,364,601

Major corridor environmental mitigation 12,450,842 12,450,842 8,879 12,441,963

Local project environmental mitigation 5,093,526 5,093,526 14,275 5,079,251

Local street improvements 82,345,343 82,345,343 87,149,711 (4,804,368)

Smart growth 5,942,447 5,942,447 13,549 5,928,898

New major corridor transit operations 22,920,869 22,920,869 12,033,896 10,886,973

Transit system improvements 46,690,658 46,690,658 44,419,351 2,271,307

Total expenditures 292,132,637 292,132,637 144,803,956 147,328,681

REVENUES OVER
(UNDER) EXPENDITURES 9,600,000 7,392,917 165,159,456 157,766,539

OTHER FINANCING SOURCES (USES)

Transfers in 119,980,843 119,980,843 394,955,708 274,974,865

Transfers out (111,074,461) (106,050,223) (610,425,608) (504,375,385)

Total other financing sources (uses) 8,906,382 13,930,620 (215,469,900) (229,400,520)

Net change in fund balances 18,506,382$ 21,323,537$ (50,310,444) (71,633,981)$

FUND BALANCES

Beginning of year 480,737,721

End of year 430,427,277$

Budgeted Amounts

See accompanying Notes to the Basic Financial Statements.
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A. Budgetary information 

Formal budget integration is employed as a management control device for the general fund, special 
revenue funds, the debt service fund, and the capital project fund. Budgets are adopted on a basis 
consistent with generally accepted accounting principles. The general fund, special revenue funds, 
and capital project fund have legally adopted annual program budgets. 

After the annual program budget is adopted, the SANDAG Board of Directors (Board) can legally 
amend the budget at any time during the fiscal year to incorporate new grants or contracts which may 
become available during the year. Management can legally amend or transfer appropriations between 
programs or projects within the adopted or amended budget, once the budget has been approved, up 
to a maximum of $100,000 with monthly reporting of these delegated budget amendments to the 
Board. However, management may not exceed the authorization of any individual fund. The fund level 
is the legal level of control (the expenditure level on which expenditures may not legally exceed 
appropriations) for each budget for which data are presented in the annual financial report. 

For the San Diego County Regional Transportation Commission sales tax projects special revenue 
fund, the annual program budget is based on expected sales tax revenue receipts. The expenditures 
budget reflects the appropriate program split in accordance the TransNet Extension Ordinance based 
on those expected sales tax revenue receipts. After the annual budget is adopted, the Board can 
legally amend the budget at any time during the fiscal year to incorporate changes in expected sales 
tax revenues. 

Encumbrances represent commitments related to unperformed contracts for goods or services. 
Encumbrance accounting, under which purchase orders, contracts, and other commitments for the 
expenditure of resources are recorded to reserve that portion of the applicable appropriation, is utilized 
in the governmental funds. For budgeting purposes, encumbrances lapse at year end and may be 
reappropriated in the following year. 

B. Additional appropriations or amendments 

1. General fund 

A portion of the general fund revenue is transferred to the general services fund to fund 
Overall Work Plan projects. Due to the addition of Assembly Bill 805 in fiscal year 2018, and 
recruitment for a new SANDAG Executive Director, budgeted transfers to the general services fund 
increased $1,857,148, and budgeted expenditures in the general fund increased $92,600. 
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San Diego Association of Governments
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2018

Totals

General

Services SAFE

Fund Fund 2018

ASSETS

Cash and investments 1,450,945$            9,516,151$            10,967,096$          

Accounts receivable 528,700 - 528,700

Prepaid items and other assets 198,576 1,359 199,935

Interest receivable - 41,936 41,936

Due from other funds 3,855,040 3,271 3,858,311

Due from other governments 12,034,019 253,993 12,288,012

Total assets 18,067,280$          9,816,710$            27,883,990$          

LIABILITIES

Accounts payable 4,475,599$            156,463$               4,632,062$            

Accrued liabilities 21,217 - 21,217

Retentions payable 1,022,123 - 1,022,123

Due to other funds 5,445,743 1,193,753 6,639,496

Due to other governments 1,626,331 185,960 1,812,291

Unearned revenue 2,267,023 - 2,267,023

Total liabilities 14,858,036 1,536,176 16,394,212

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 6,080,547 - 6,080,547

Total deferred inflows of resources 6,080,547 - 6,080,547

FUND BALANCES
Nonspendable:

Prepaid Items 198,576 1,359 199,935

Total nonspendable 198,576 1,359 199,935

Restricted for:

 Freeway emergency service - 8,279,175 8,279,175

Total restricted - 8,279,175 8,279,175

Unassigned (3,069,879) - (3,069,879)

Total fund balances (deficit) (2,871,303) 8,280,534 5,409,231

Total liabilities, deferred inflow of resources and fund balances 18,067,280$          9,816,710$            27,883,990$          

Special Revenue Funds
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San Diego Association of Governments
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
For the year ended June 30, 2018

Totals

General

Services SAFE

Fund Fund 2018

REVENUES

Federal funds 20,603,008$          -$                          20,603,008$          

State funds 7,294,331 - 7,294,331

Other local governmental funding 2,050,678 - 2,050,678

SAFE program revenue - 2,694,729 2,694,729

Member agency assessments 213,999 - 213,999

Investment earnings - 167,312 167,312

Total revenues 30,162,016 2,862,041 33,024,057

EXPENDITURES

Current:

Modeling and research 6,478,846 - 6,478,846

Criminal justice 1,021,489 - 1,021,489

Sustainable development 8,172,047 - 8,172,047

Sustainable mobility programs and services 20,037,889 - 20,037,889

Internal and external coordination 6,914,668 - 6,914,668

SAFE program - 1,870,670 1,870,670

Bicycle facilities 248,001 - 248,001

Smart growth 5,582,669 - 5,582,669

Transit system improvements 1,827,753 - 1,827,753

Total expenditures 50,283,362 1,870,670 52,154,032

REVENUES OVER  (UNDER) EXPENDITURES (20,121,346) 991,371 (19,129,975)

OTHER FINANCING SOURCES (USES)

Transfers in 22,458,080 - 22,458,080

Transfers out - (1,567,544) (1,567,544)

Total other financing sources (uses) 22,458,080 (1,567,544) 20,890,536

Net change in fund balances 2,336,734 (576,173) 1,760,561

FUND BALANCES (DEFICIT)

Beginning of year (5,208,037) 8,856,707 3,648,670

End of year (2,871,303)$           8,280,534$            5,409,231$            

Special Revenue Funds
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San Diego Association of Governments
Combining Statement of Net Position
Nonmajor Proprietary Funds
June 30, 2018

Service Bureau SourcePoint Interstate 15 FasTrak Property Management 2018

ASSETS

Current assets:
Cash and investments - unrestricted -$                           197,359$         32,059,063$ -$                           32,256,422$
Cash and investments - restricted - 12,310 - - 12,310

Accounts receivable 73,520 2,500 133,468 - 209,488

Prepaid items and other assets - - 6,855 1,343 8,198

Interest receivable - 791 128,613 - 129,404

Due from other funds 292,504 313 1,480,000 52,706 1,825,523

Due from other governments 188,186 5,000 436,498 - 629,684

Total current assets 554,210 218,273 34,244,497 54,049 35,071,029

Noncurrent assets:
Non-depreciable assets - - 3,039,582 - 3,039,582

Depreciable assets, net of accumulated depreciation - - 9,180,172 - 9,180,172

Total noncurrent assets - 12,219,754 - 12,219,754

Total assets 554,210 218,273 46,464,251 54,049 47,290,783

LIABILITIES

Current liabilities:
Accounts payable 20,974 4,543 1,568,680 1,104 1,595,301

Retentions payable - - 46,884 - 46,884

Due to other funds - 15 28,713 - 28,728

Due to other governments 253,066 321 595,139 - 848,526

Transponder deposits payable - - 3,386 - 3,386

Security deposit - - - 17,381 17,381

Unearned revenue 86,582 - 1,156,933 - 1,243,515

Total current liabilities 360,622 4,879 3,399,735 18,485 3,783,721

Total liabilities 360,622 4,879 3,399,735 18,485 3,783,721

NET POSITION

Investment in capital assets - - 11,885,059 - 11,885,059

Restricted for:

    Restricted - iCommute - 9,744 - - 9,744

Toll road operations and improvement - - 31,179,457 - 31,179,457

Property management - - - 35,564 35,564

Unrestricted 193,588 203,650 - - 397,238

Total net position 193,588$                   213,394$          43,064,516$              35,564$                     43,507,062$              

Nonmajor Funds

TotalsBusiness-type Activities-Enterprise Funds
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San Diego Association of Governments
Combining Statement of Revenues, Expenses and Changes in Fund Net Position
Nonmajor Proprietary Funds
For the year ended June 30, 2018

Totals

Service Bureau SourcePoint Interstate 15 FasTrak Property Management 2018

OPERATING REVENUES

Service Bureau transportation modeling service fees 531,285$                  -$                    -$                             -$                             531,285$                  

SourcePoint charges for service - 226,362 - - 226,362

Interstate 15 FasTrak permit revenue - - 13,423,159 - 13,423,159

Interstate 15 FasTrak fines and forfeitures revenue - - 87,561 - 87,561

Total operating revenues 531,285 226,362 13,510,720 - 14,268,367

OPERATING EXPENSES

SourcePoint iCommute operating expenses - 9,831 - - 9,831

Interstate 15 FasTrak operating expenses - - 4,867,402 - 4,867,402

Payroll and other compensation 343,277 - 602,108 - 945,385

Administrative costs - 6,734 500,475 - 507,209

Professional services 152,803 - 266,418 - 419,221

Depreciation - - 2,262,822 - 2,262,822

Total operating expenses 496,080 16,565 8,499,225 - 9,011,870

Operating income (loss) 35,205 209,797 5,011,495 - 5,256,497

NONOPERATING REVENUES (EXPENSES)

Rental income (expense) - - - (2,999) (2,999)

Interest  income (expense) - 3,597 454,074 - 457,671

Total nonoperating revenues (expenses) - 3,597 454,074 (2,999) 454,672

INCOME (LOSS) BEFORE CONTRIBUTIONS AND TRANSFERS 35,205 213,394 5,465,569 (2,999) 5,711,169

Transfers out (71,490) - (16,367) - (87,857)

Total transfers (71,490) - (16,367) - (87,857)

CHANGE IN FUND NET POSITION (36,285) 213,394 5,449,202 (2,999) 5,623,312

NET POSITION

Beginning of year 229,873 - 37,615,314 38,563 37,883,750

End of year 193,588$                   213,394$         43,064,516$              35,564$                     43,507,062$              

Business-type Activities-Enterprise Funds

Nonmajor Funds
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San Diego Association of Governments
Combining Statement of Cash Flows
Nonmajor Proprietary Funds
For the year ended June 30, 2018

Totals

Service Bureau SourcePoint Interstate 15 FasTrak Property Management 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users 554,913$                1,584$                 20,405,440$            -$                        20,961,937$           

Payments for employee salaries and benefits (183,281) - (606,487) - (789,768)

Payments for operations (300,142) (12,800) (5,480,685) - (5,793,627)

Net cash provided by (used for) operating activities 71,490 (11,216) 14,318,268 - 14,378,542

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES

Acquisition and construction of capital assets - - (3,322,171) - (3,322,171)

Net cash provided by (used for) capital financing and related activities - - (3,322,171) - (3,322,171)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Transfer from (to) governmental funds (71,490) - - 19,024 (52,466)

Net cash provided by (used for) noncapital financing activities (71,490) - - 19,024 (52,466)

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts from rent - - - 262,409 262,409

Payment made for rental property - - - (281,433) (281,433)

Interest income (loss) - 3,314 372,192 - 375,506

Net cash provided by (used for)  investing activities - 3,314 372,192 (19,024) 356,482

Net increase (decrease) in cash and investments - (7,902) 11,368,289 - 11,360,387

Cash and investments, beginning of year - 217,571 20,690,774 - 20,908,345

Cash and investments, end of year -$                            209,669$             32,059,063$            -$                        32,268,732$           

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Operating income (loss) 35,205$                  209,797$             5,011,495$              -$                        5,256,497$             

Adjustments to reconcile net cash provided by (used for) operating activities:

        Depreciation - - 2,262,822 - 2,262,822

(Increase) decrease in:

Accounts receivable (33,720) (2,500) 61,638 - 25,418

Due from other funds 96,068 (298) 6,737,447 - 6,833,217

Due from other governments (38,720) (5,000) 4,135 - (39,585)

Prepaid expenses - - (2,617) - (2,617)

Increase (decrease) in:

Accounts payable (31,266) 3,444 371,788 - 343,966

Retentions payable - - 35,163 - 35,163

Due to other funds - - (399,821) - (399,821)

Due to other governments 41,254 321 141,419 - 182,994

Unearned revenue 2,669 - 94,799 - 97,468

Total adjustments 36,285 (4,033) 9,306,773 - 9,339,025

Net cash provided by (used for) operating activities 71,490$                  205,764$             14,318,268$            -$                        14,595,522$           

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES

Capital asset purchase in accounts payable - - 287,811 - 287,811

Business-type Activities-Enterprise Funds

Nonmajor Funds
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San Diego Association of Governments
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Capital Projects Fund
For the year ended June 30, 2018

Actual Variance with
Original Final Amounts Final Budget

REVENUES

Federal funds 250,246,600$     381,545,600$     113,987,379$     (267,558,221)$    

State funds 107,105,000 86,903,000 48,230,390 (38,672,610)

Local Transportation Development Act sales tax funds 2,985,400 3,679,400 2,694,776 (984,624)

Other governmental funding 33,194,000 42,854,000 8,946,553 (33,907,447)

Total revenues 393,531,000 514,982,000 173,859,098 (341,122,902)

EXPENDITURES

Current:

Regional transportation improvements 896,435,000 942,204,000 664,502,130 277,701,870

Total expenditures 896,435,000 942,204,000 664,502,130 277,701,870

REVENUES OVER
(UNDER) EXPENDITURES (502,904,000) (427,222,000) (490,643,032) (63,421,032)

OTHER FINANCING SOURCES (USES)

Transfers in 502,904,000 427,222,000 487,506,591 60,284,591

Transfers out - - (115,870) (115,870)

Total other financing sources (uses) 502,904,000 427,222,000 487,390,721 60,168,721

Net change in fund balances -$                       -$                       (3,252,311) (3,252,311)$        

FUND BALANCES (DEFICIT)

Beginning of year (4,636,693)

End of year (7,889,004)$         

Budgeted Amounts1

1 Several transportation projects are completed in partnership with other governmental agencies. The TransNet  Early Action Program (EAP) 
portion of the SANDAG Capital Budget is prepared in collaboration with Caltrans, the Metropolitan Transit System, and other governmental 
agencies in an effort to report, track, and monitor EAP projects on a combined, entire project level and the budgets include all funds received 
and spent by SANDAG and the other agencies. However, actuals are recorded and presented for funds directly received and spent by 
SANDAG and do not incorporate funds received and spent by others.
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San Diego Association of Governments
Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
San Diego County Regional Transportation Commission Debt Service Fund
For the year ended June 30, 2018

Actual Variance with

Original Final Amounts Final Budget

REVENUES

Federal funds 6,479,618$            6,479,618$            6,548,928$            69,310$                 

Investment earnings - - 3,546,408 3,546,408

Debt repayments from other governments - - 1,519,755 1,519,755

Total revenues 6,479,618 6,479,618 11,615,091 5,135,473

EXPENDITURES

Current:

Debt service:

Principal retirement 27,120,000 27,120,000 55,906,000 (28,786,000)

Debt issuance costs - - 1,557,833 (1,557,833)

Interest and other charges 83,954,461 83,954,461 87,552,444 (3,597,983)

Total expenditures 111,074,461 111,074,461 145,016,277 (33,941,816)

REVENUES OVER 
(UNDER) EXPENDITURES (104,594,843) (104,594,843) (133,401,186) (28,806,343)

OTHER FINANCING SOURCES (USES)

Transfers in 111,074,461 106,050,223 118,000,912 11,950,689

Transfers out (119,980,843) (119,980,843) (394,955,708) (274,974,865)

Commercial paper issued - - 28,650,000 28,650,000

Bonds issued - - 537,480,000 537,480,000

Premium on bonds issued - - 31,625,092 31,625,092

Total other financing sources (uses) (8,906,382) (13,930,620) 320,800,296 334,730,916

Net change in fund balances (113,501,225)$       (118,525,463)$       187,399,110 305,924,573$        

FUND BALANCES

Beginning of year 225,652,427

End of year 413,051,537$         

Budgeted Amounts
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San Diego Association of Governments
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Ac
General Services Fund
For the year ended June 30, 2018

Actual Variance with
Original Final Amounts Final Budget

REVENUES

Federal funds 23,526,622$       23,295,745$       20,603,008$       (2,692,737)$        

State funds 5,528,787 5,638,802 7,294,331 1,655,529

Other local governmental funding 3,572,443 3,192,231 2,050,678 (1,141,553)

Member agency assessments 200,000 214,000 213,999 (1)

Other revenues - - - -

Total revenues 32,827,852 32,340,778 30,162,016 (2,178,762)

EXPENDITURES

Current:
Modeling and research 7,831,260 7,099,151 6,478,846 620,305
Criminal justice 1,303,384 1,425,892 1,021,489 404,403
Sustainable development 8,482,922 9,691,811 8,172,047 1,519,764
Smart mobility programs and services 25,833,904 24,160,287 20,037,889 4,122,398
Internal and external coordination 8,532,818 7,644,957 6,914,668 730,289

Bicycle facilities 2,398,798 2,398,798 248,001 2,150,797

Smart growth 6,421,106 6,421,106 5,582,669 838,437

Transit system improvements 1,558,000 1,558,000 1,827,753 (269,753)

Total expenditures 62,362,192 60,400,002 50,283,362 10,116,640

REVENUES OVER
(UNDER) EXPENDITURES (29,534,340) (28,059,224) (20,121,346) 7,937,878

OTHER FINANCING SOURCES (USES)

Transfers in 29,534,340 28,059,224 22,458,080 (5,601,144)

Total other financing sources (uses) 29,534,340 28,059,224 22,458,080 (5,601,144)

Net change in fund balances -$                       -$                       2,336,734 2,336,734$         

FUND BALANCES (DEFICIT)

Beginning of year (5,208,037)

End of year (2,871,303)$         

Budgeted Amounts
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San Diego Association of Governments
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actua
SAFE Program Fund
For the year ended June 30, 2018

Actual Variance with

Original Final Amounts Final Budget

REVENUES

SAFE program revenue 2,597,000$         2,597,000$         2,694,729$         97,729$              
Investment earnings - - 167,312 167,312

Total revenues 2,597,000 2,597,000 2,862,041 265,041

EXPENDITURES

Current:

 SAFE program expense 1,910,006 2,183,006 1,870,670 312,336

Total expenditures 1,910,006 2,183,006 1,870,670 312,336

REVENUES OVER
(UNDER) EXPENDITURES 686,994 413,994 991,371 577,377

OTHER FINANCING SOURCES (USES)

Transfers out (3,528,507) (2,455,169) (1,567,544) 887,625

Total other financing sources (uses) (3,528,507) (2,455,169) (1,567,544) 887,625

Net change in fund balances (2,841,513)$        (2,041,175)$        (576,173) 1,465,002$         

FUND BALANCES

Beginning of year 8,856,707

End of year 8,280,534$          

Budgeted Amounts
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STATISTICAL SECTION 
This part of the San Diego Association of Governments (SANDAG) Comprehensive Annual Financial 
Report (CAFR) presents detailed information as a context for understanding what the information in the 
financial statements, note disclosures, and required supplementary information says about� ����
overall financial health�����������. 

Contents Page 

Financial Trends 
These schedules contain trend information to help the reader understand how SANDAG 
financial performance and well-being changed over time. 

Revenue Capacity 
These schedules contain information to help the reader assess ����most significant local 
revenue source�����������, the sales tax. 

Debt Capacity 
These schedules present information to help the reader assess the affordability of current 
levels of outstanding debt �����������and ability���������� to issue additional debt in 
the future. 

Demographic and Economic Information 
These schedules offer demographic and economic indicators to help the reader understand 
the environment within which ����financial activities���������� take place. 

Operating Information 
These schedules contain service and infrastructure data to help the reader understand how 
the information in the SANDAG CAFR relates to the services SANDAG provides and the 
activities it performs. 

Sources: Unless otherwise noted, the information in these schedules is derived from the CAFR for the 
relevant year. 
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San Diego Association of Governments
Fund Balances of Governmental Funds
Last Ten Fiscal Years
(modified accrual basis of accounting)

2009 2010 2011� 2012 2013

General fund
Reserved 68,342$   52,759$   -$  -$  -$  
Unreserved 4,252,570 5,599,803 - - -
Nonspendable - - 44,896 113,560 59,670
Assigned - - 263,449 376,736 -
Unassigned - - 6,204,099 9,132,124 11,542,244

All other governmental funds

Reserved 55,536,856$   56,527,024$   -$  -$  -$  

Unreserved, reported in:

Special revenue funds 178,822,011 284,688,750 - - -
Capital projects fund (784,745) (4,156,878) - - -
Debt service fund 298,173,715 157,891,614 - - -

Nonspendable, reported in:
Special revenue funds - - 508 1,182,899 315
Capital projects fund - - 25,832,151 19,451,327 8,737,107

Restricted, reported in:
Special revenue funds - - 380,945,586 447,198,151 422,030,465
Debt service fund - - 436,660,863 393,359,255 291,362,816

Assigned, reported in:
Special revenue funds - - 1,089,608 366,605 -
Capital projects fund - - 17,044,959 - -

Unassigned, reported in:
Special revenue funds - - 1,738,947 (3,258,178) (1,074,869)
Capital projects fund - - - - (14,079,322)

Total all other governmental funds 531,747,837$       494,950,510$   863,312,622$    858,300,059$    706,976,512$    

2014 2015 2016 2017 2018

General fund
Nonspendable 465,189$   191,813$   107,893$   256,879$   371,896$   
Restricted - - - - 4,771,795
Committed - - - - 7,990,000
Assigned - - - - 140,460
Unassigned 13,817,185 14,670,176 13,128,367 16,435,274 3,846,604

Total general fund 14,282,374$   14,861,989$   13,236,260$   16,692,153$   17,120,755$   

All other governmental funds

Nonspendable, reported in:
Special revenue funds 1,917$   24,403$   150,835$   125,131$   232,555$   
Capital projects fund 7,129,070 3,814,294 5,769,471 256,119 272,330

Restricted, reported in:
Special revenue funds 509,764,607 580,925,918 567,247,729 489,563,141 438,673,832
Debt service fund 62,883,888 231,030,381 69,088,189 225,652,427 413,051,537

Unassigned, reported in:
Special revenue funds - (3,058,296) (1,955,396) (5,301,881) (3,069,879)
Capital projects fund (10,095,000) (22,651,697) (10,295,468) (4,892,812) (8,161,334)

Total all other governmental funds 569,684,482$        790,085,003$    630,005,360$        705,402,125$        840,999,041$        

Source: Finance Department

1 SANDAG adopted GASB Statement 54 in fiscal year 2011. 
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San Diego Association of Governments
Tax Revenues by Source, Governmental Funds
Last Ten Fiscal Years
(modified accrual basis of accounting)

Fiscal Year Sales Tax

2009 239,071,064$   
20101 208,504,753
2011 223,939,663
2012 239,071,064
2013 249,520,133
2014 261,732,291
2015 270,482,476
2016 276,383,787
2017 286,965,955
2018 302,364,081

Source: Finance Department
1 Beginning in 2010, the methodology for accruing sales tax changed and the 2010 amount was restated. Prior 
years are not restated. The comparability impact between years is minimal since each year represents 12 months of 
sales tax.
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San Diego Association of Governments
Direct and Overlapping Sales Tax Rates
Last Ten Fiscal Years

Fiscal
Year County of San Diego2

2009 0.50% 8.75%
2011 0.50% 8.75%
2012 0.50% 7.75%
2013 0.50% 8.00%
2014 0.50% 8.00%
2015 0.50% 8.00%
2016 0.50% 8.00%
2017 0.50% 7.75%
20183 0.50% 7.75%

1 TransNet  sales tax was extended another 40 years to 2048 in 2004 under Proposition A.
2 The following six cities within the County of San Diego have a sales tax rate other than 7.75%:

Chula Vista 8.75%
Del Mar 8.75%
El Cajon 8.25%
La Mesa 8.50%
National City 8.75%
Vista 8.25%

3 Rates Effective 10/1/18

TransNet  Sales Tax 
Proposition A1

Source: California Department of Tax and Fee Administration 
http://www.cdtfa.ca.gov/formspubs/cdtfa95.pdf
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San Diego Association of Governments
San Diego Region Taxable Sales by Jurisdiction
Fiscal Year 20171 and Nine Years Prior

Taxable Sales 
(in thousands) Rank

Percentag
e of Total

Taxable Sales 
(in thousands) Rank

Percentage 
of Total

San Diego 23,323,251$   1 41.5% 20,073,731$   1 42.6%
Escondido 3,123,465 3 5.6% 2,572,790 4 5.5%
Carlsbad 2,953,268 4 5.2% 2,380,006 5 5.1%
Chula Vista 2,707,712 5 4.9% 2,583,971 3 5.5%
El Cajon 2,242,097 6 3.9% 2,023,048 6 4.3%
Oceanside 1,735,918 7 3.1% 1,590,986 7 3.4%
National City 1,572,876 9 2.8% 1,325,559 9 2.8%
Vista 1,586,687 8 2.8% 1,182,793 10 2.5%
San Marcos 1,387,048 10 2.5% 1,364,476 8 2.9%
Encinitas 1,123,462 12 2.1% 982,843 13 2.1%
Poway 1,137,027 11 2.0% 1,063,662 11 2.3%
La Mesa 1,105,016 13 2.0% 1,003,415 12 2.1%
Santee 1,089,387 14 2.0% 721,420 14 1.5%
Lemon Grove 456,807 15 0.8% 373,064 15 0.8%
Coronado 296,041 16 0.5% 223,088 17 0.5%
Solana Beach 273,415 17 0.5% 260,087 16 0.6%
Del Mar 190,829 18 0.4% 132,966 18 0.3%
Imperial Beach 84,695 19 0.2% 73,460 19 0.2%

Incorporated 46,389,001 39,931,365
Unincorporated 9,948,419 2 17.2% 7,140,612 2 15.2%

San Diego Region Total 56,337,420$   100.0% 47,071,977$   100.2%

Source: California Board of Equalization, "Taxable Sales by City"
1 Annual data for 2018 are not yet available.
2 Sum of data for third and fourth quarters of 2016 and first and second quarters of 2017. 
3 Sum of data for third and fourth quarters of 2007 and first and second quarters of 2008. 

FY 20172 FY 20083
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San Diego Association of Governments
Pledged-Revenue Coverage
Last Ten Fiscal Years

Fiscal Sales Tax

Year Revenue Principal Interest Principal Interest Principal Interest Principal Interest Coverage

2009 219,173,861$ 10,800,000$ 23,664,091$ -$  -$ -$ 497,799$     10,800,000$ 24,161,890$ 6.27

2010 208,504,753 11,400,000 21,583,544 - - 562,000 221,555 11,962,000 21,805,099 6.17

2011 223,939,663 12,160,000 29,792,943 - - 572,000 381,768 12,732,000 30,174,711 5.22

2012 239,071,064 164,360,000 42,798,432 - - 1,100,000 737,393 165,460,000 43,535,825 1.14

2013 249,520,133 18,640,000 50,723,216 - - 1,620,000 584,452 20,260,000 51,307,668 3.49

2014 261,732,291 15,080,000 54,038,836 - - 1,505,000 370,577 16,585,000 54,409,413 3.69

2015 270,482,476 15,490,000 63,254,010 - - 1,835,000 401,719 17,325,000 63,655,729 3.34

2016 276,383,787 20,570,000 70,123,201 - - 1,885,000 415,880 22,455,000 70,539,081 2.97

2017 286,965,955 24,260,000 80,450,441 - - 1,805,000 581,493 26,065,000 81,031,934 2.68

2018 302,364,081 27,120,000 84,878,338 - - 1,200,000 788,060 28,320,000 85,666,398 2.65

Source: Finance Department

Note: Details regarding the outstanding debt can be found in the Notes to the Basic Financial Statements, Note II.H.

Sales Tax Revenue

Bonds Commercial Paper Total

Debt Service Debt Service Debt Service

Short-Term Notes

Debt Service
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San Diego Association of Governments
Pledged-Revenue Coverage - SR 125 Toll Road
Last Seven Fiscal Years

2012 2013 2014 2015 2016 2017 2018

SR 125 Project revenue 15,125,130$ 26,134,191$ 29,743,159$ 31,951,777$ 35,346,500$ 38,049,829$ 42,826,499$
Less: Operating and 

maintenance costs (5,196,570) (8,172,275) (8,768,921) (8,914,720) (11,384,338) (11,540,125) (10,980,405)

Net available revenue 9,928,560$   17,961,916$ 20,974,238$ 23,037,057$ 23,962,162$ 26,509,704$ 31,846,094$

TIFIA Pledged-Revenue Coverage1

Net available revenue 9,928,560 17,961,916 20,974,238 23,037,057 23,962,162 26,509,704 31,846,094

Debt service
Principal - 135,018 656,988 1,468,175 1,140,315 637,212 -
Interest 1,860,488 3,541,164 3,533,930 3,482,998 3,664,849 3,886,914 -

Total debt service 1,860,488$   3,676,182$   4,190,918$   4,951,173$   4,805,164$   4,524,126$   -$                  

Coverage 5.34 4.89 5.00 4.65 4.99 5.86 n/a

First Subordinate Obligation Pledged-Revenue Coverage1

Net available revenue 9,928,560 17,961,916 20,974,238 23,037,057 23,962,162 26,509,704 31,846,094
Less:

TIFIA debt service (1,860,488) (3,676,182) (4,190,918) (4,951,173) (4,805,164) (4,524,126) -
Major maintenance

reserve fund deposits (4,540,504) (10,865,173) (5,684,084) (12,727,141) (15,572,916) (16,485,768) (14,602,762)

Adjusted net available revenue 3,527,568$   3,420,561$   11,099,236$ 5,358,743$   3,584,082$   5,499,810$   17,243,332$

Debt service
Principal 2,044,204 1,044,422 528,080 - - - -
Interest 112,585 316,883 2,674,226 2,649,982 2,649,982 2,649,982 662,495

Total debt service 2,156,789$   1,361,305$   3,202,306$   2,649,982$   2,649,982$   2,649,982$   662,495$      

Coverage 1.64 2.51 3.47 2.02 1.35 2.08 26.03

Bond Pledged-Revenue Coverage

Net available revenue 9,928,560 17,961,916 20,974,238 23,037,057 23,962,162 26,509,704 31,846,094

Debt service
Principal - - - - - - 3,070,000
Interest - - - - - - 5,913,294

Total debt service - - - - - - 8,983,294

Coverage 0.00 0.00 0.00 0.00 0.00 0.00 3.55

Source: Finance Department
Note:  Details regarding the outstanding debt can be found in the Notes to the Basic Financial Statements, Note II.H.

SR 125 toll road was acquired by SANDAG in fiscal year 2012.
1 The TIFIA and First Subordinate obligations were defeased in fiscal year 2018.

Fiscal Year
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San Diego Association of Governments
Demographic and Economic Statistics
Last Ten Available Calendar Years1

Per
Capita

Calendar Personal Median Unemployment
Year Population2 Personal Income3 Income3 Age4 Rate5

2008 3,032,689  $  160,190,447  $             53,006 34.6 6.0%
2009 3,064,436      154,730,259                 50,545 34.6 9.4%
2010 3,095,313      157,468,033                 50,725 34.7 10.8%
2011 3,119,963      163,063,036                 51,919 34.8 10.3%
2012 3,153,521      168,207,323                 52,871 34.9 9.1%
2013 3,193,688      171,511,656                 53,290 35.1 7.8%
2014 3,230,269      178,929,978                 54,905 35.3 6.4%
2015 3,264,449      186,498,152                 56,682 35.6 5.2%
2016 3,284,477      188,548,734                 56,831 35.9 4.7%
2017 3,309,509      190,621,862                 56,980 36.1 4.0%

Source: Data compiled by SANDAG.

Notes: Year-to-year variation for Educational Attainment and Poverty are the result of both actual change and sampling error. 
Personal Income and Per Capita Personal Income were inflation-adjusted to 2017 dollars. Methodology for determining the age 
and sex structure of the population has changed starting with the SANDAG Preliminary Estimates, Vintage 2017. The 
methodology is now based on the age and sex structure from the California Department of Finance population projections. As a 
result, Median Age from 2011 to 2017 was revised.  Median Age for 2018 and Personal Income and Per Capita Personal Income 
for 2017 were estimated using the prior year's growth rate. BEA Personal Income definition: "Personal income is the income 
received by, or on behalf of, all persons from all sources: from participation as laborers in production, from owning a home or 
business, from the ownership of financial assets, and from government and business in the form of transfers. It includes income 
from domestic sources as well as the rest of world. It does not include realized or unrealized capital gains or losses."

4 California Employment Development Department (EDD), Local Area Unemployment Statistics (LAUS), Annual Average; 

2 California Department of Finance, "January Population and Housing Estimates"; 

4 SANDAG Preliminary Estimates, Vintage 2017 (2010-2017), SANDAG Estimates, Vintage 2009 (2004-2009); 

1 Data for 2018 is not yet available, therefore, 2017 data is the most current year provided.

3 U.S. Bureau of Economic Analysis (BEA), Regional Economic Accounts "Local Area Personal Income Accounts," Table CA5N; 
Bureau of Labor Statistics (BLS), retrieved from FRED, Chained Consumer Price Index (CPI), "Series CUUSA424SA0."
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San Diego Association of Governments
San Diego Region Employment by Industry
Calendar Year 20171 and Nine Years Prior

Industry Type
Annual 

Employment
% of Total 

Employment
Annual 

Employment
% of Total 

Employment

Agriculture 8,600 0.6% 10,800 0.8%
Natural Resources and Mining 300 0.0% 400 0.0%
Construction 79,300 5.4% 76,100 5.7%
Manufacturing 109,000 7.5% 103,100 7.8%
Wholesale Trade 48,200 3.3% 46,900 3.5%
Retail Trade 148,700 10.2% 142,000 10.7%
Transportation, Warehousing and Utilities 31,900 2.2% 29,000 2.2%
Information 24,400 1.7% 31,500 2.4%
Financial Activities 74,100 5.1% 75,200 5.7%
Educational and Health Services 204,500 14.0% 154,200 11.6%
Leisure and Hospitality 196,400 13.4% 164,000 12.4%
Other Services 54,900 3.8% 48,400 3.6%
Government (civilian) 248,100 17.0% 225,100 17.0%

Total, All Industries 1,461,800 100.0% 1,326,900 100.0%

Source: California Employment Development Department, Labor Market Information Division, March 2017 Benchmark.

20171 2008

Note: Employment figures may not add up to totals due to rounding.
1 Data for 2018 is not yet available; therefore, 2017 data is provided.

149

395

**DRAFT**v2



San Diego Association of Governments
Operating Indicators: Employees by Functional Department
Last Ten Fiscal Years

Functional Department 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Regular Full-Time Equivalent (FTE) Employees: 1

Administration 35 38 33 32 33 33 33 35 34 35
Communications - - - - - - - 9 9 9
Finance 19 18 17 16 17 17 15 16 16 16
Executive 16 16 21 30 32 31 31 15 11 12
Technical Services 47 49 49 49 53 55 55 54 49 51
Land Use and Transportation Planning 30 31 31 31 35 35 35 36 39 36
Operations - - - - - 4 4 20 26 26
TransNet  Department - - - - - - 9 8 8 8
Mobility Management and Project Implementation 45 43 46 41 42 40 37 29 30 29

Total Regular FTE Employees 192 195 197 199 212 215 219 222 222 222

Limited Term FTE Employees: 2

Administration 2 - - 1 4 4 13 15 17 16
Communications - - - - - - - 9 8 8
Finance 1 1 - - 1 1 1 1 2 2
Executive 1 1 5 9 7 7 12 3 2 2
Technical Services 7 4 4 4 9 9 10 10 10 10
Land Use and Transportation Planning 3 4 8 7 9 9 7 6 6 6
Operations - - - - - - 1 2 4 4
TransNet  Department - - - - - - 1 2 2 2
Mobility Management and Project Implementation 12 7 6 6 4 4 6 5 4 5

Total Limited Term FTE Employees 26 17 23 27 34 34 51 53 55 55

Toll Operations Personnel (TOP) FTE Employees: 
Operations - - - 52 51 51 47 50 50 50
Finance - - - - - - 4 4 4 4

Total Toll Operations Personnel (TOP)
FTE Employees - - - 52 51 51 51 54 54 54

Temporary, Interns, Part-time, or 
  Seasonal (TIPS) Employees:3

Administration 2 2 - 4 3 4 4 4 4 4
Communications - - - - - - - 4 5 5
Finance - - - - - - 1 4 1 1
Executive 2 2 4 3 4 4 4 4 2 5
Technical Services 9 13 11 9 9 9 15 15 6 9
Land Use and Transportation Planning 7 6 13 8 14 16 18 18 16 16
Operations - - - - - 1 5 5 5 6
TransNet  Department - - - - - - 2 2 2 2
Mobility Management and Project Implementation 11 11 9 13 13 13 5 4 4 4

Total TIPS Employees 31 34 37 37 43 47 54 60 45 52

Total Employees 249 246 257 315 340 347 375 389 376 383

1 Regular positions make up the core Board of Director authorized positions. Most regular positions are full-

Fiscal Year

2 Limited Term positions are considered part of the contingent workforce, hired to fill a short-term need for additional staff. Most Limited Term positions are full-time 
positions authorized for a term of one year.
3 TIPS positions are determined by the number of authorized positions on the active payroll as of June 30 each year. TIPS employees are part of the contingent 
workforce, the majority of which are interns working on a part-time basis.
Note: The number of government employees is more appropriately represented by functional department than the functional levels used in the government-wide 
statement of activities due to the cross functional nature of SANDAG’s employees and activities. Individual employees generally work on several functions.

Note: Operating indicators of demand or level of service by functions used in the government-wide statement of activities are not available due to the nature of 
functional services provided by SANDAG, a special-purpose government.
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San Diego Association of Governments
Capital Asset Statistics by Program
Last Ten Fiscal Years

2009 2010 2011 2012 2013

Functions/Programs

Transit capital funding - construction-in-progress (CIP)
Major improvements - light rail transit 3,538,273$        4,564,873$        18,549,163$      -$                           -$                           
Major improvements - bus 14,924,821 1,828,961 3,053,173 6,596,210 19,889,933
Operations capital - light rail transit 5,803,140 5,573,754 6,524,570 1,933,123 3,299,086
Major corridor projects 349,655,143 355,997,202 346,482,102 381,020,889 434,535,412
Operations capital - SANDAG 11,621,959 20,231,739 33,718,421 727,253 829,468
Goods movement projects 1,484,923 5,624,733 10,874,326 17,314,284 25,124,387

Total transit capital funding - CIP 387,665,072 394,439,825 421,157,998 446,195,532 526,336,392

Capital assets

Transit capital contributions - land 2,932,171 2,932,171 5,241,439 5,241,439 5,241,439
General government 118,714 172,574 207,301 169,239 237,256
Modeling and research - - - 55,068 35,048
Smart mobility programs and services activities 5,673,636 3,673,526 8,272,769 369,093 388,378

Total capital assets 396,389,593$    401,218,096$    434,879,507$    452,030,371$       532,238,513$       

2014 2015 2016 2017 2018

Functions/Programs

Transit capital funding - construction-in-progress (CIP)
Major improvements - light rail transit 24,186$             123,725$           -$                       104,122$               -$                           
Major improvements - bus 21,723,804 20,830,535 56,947,198 22,735,116 7,192,862
Operations capital - light rail transit 2,644,422 152,432 35,550 66,836 138,150
Major corridor projects 581,750,439 561,353,084 799,180,616 1,083,592,246 1,345,361,329
Operations capital - SANDAG 1,337,743 2,197,159 2,358,602 2,720,640 1,791,005
Major improvements - SANDAG 12,865,882 22,183,660 34,710,936 47,212,160 63,249,252
Goods movement projects 24,601,264 49,090,652 5,861,783 6,095,318 7,198,362

Total transit capital funding - CIP 644,947,739 655,931,247 899,094,685 1,162,526,438 1,424,930,960

Capital assets

Transit capital contributions - land 5,241,439 5,241,439 5,241,439 7,979,613 6,829,613
Transit capital contributions - easements - - - - 15,950,412
Transit capital contributions - building - - - 4,837,918 4,740,510
General government 258,070 370,868 342,908 273,354 335,902
Modeling and research 28,025 13,941 4,608 275 -
Smart mobility programs and services activities 334,719 276,997 384,921 509,006 178,204
Major Corridor Capital Projects 5,147,169 4,044,204 2,941,239 1,838,274 3,656,758
Transit System Improvements 315,811 404,675 253,147 120,196 80,131

Total capital assets 656,272,972$    666,283,371$    908,262,947$    1,178,085,074$    1,456,702,490$    

Source: Finance Department

Fiscal Year

Fiscal Year

Note: No capital asset indicators are available for the above functions.
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APPENDIX D 
 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (this “Disclosure Agreement”) is executed and delivered 
by the San Diego Association of Governments (“SANDAG”) and Digital Assurance Certification LLC, as 
dissemination agent (the “Dissemination Agent”) in connection with the issuance of $335,000,000 
aggregate principal amount of the San Diego Association of Governments Capital Grant Receipts Revenue 
Bonds (Mid-Coast Corridor Transit Project) (the “Bonds”). The Bonds are being issued pursuant to the 
Trust Indenture, dated as of August 1, 2019 (the “Indenture”), between SANDAG and U.S. Bank National 
Association, as trustee. Pursuant to the Indenture, SANDAG and the Dissemination Agent covenant and 
agree as follows: 

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being 
executed and delivered by SANDAG for the benefit of the Beneficial Owners of the Bonds and in order to 
assist the Participating Underwriter in complying with Securities and Exchange Commission Rule 15c2-
12(b)(5). 

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply 
to any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

“Annual Report” shall mean any Annual Report provided by SANDAG pursuant to, and as 
described in, Sections 3 and 4 of this Disclosure Agreement. 

“Audited Financial Statements” means the audited financial results of SANDAG for the applicable 
Fiscal Year. 

“Beneficial Owner” shall mean any person which has or shares the power, directly or indirectly, to 
make investment decisions concerning ownership of any Bonds (including persons holding Bonds through 
nominees, depositories or other intermediaries). 

“Business Day” shall mean a day other than (a) Saturday or Sunday, (b) a day on which banking 
institutions in the city in which the Principal Office of the Trustee is located are authorized or required by 
law to be closed, and (c) a day on which the New York Stock Exchange is authorized or obligated by law 
or executive order to be closed. 

“Disclosure Representative” shall mean the designee of SANDAG designated to act as the 
Disclosure Representative, or such other person as SANDAG shall designate in writing to the 
Dissemination Agent from time to time. 

“Dissemination Agent” means an entity selected and retained by SANDAG, or any successor 
thereto selected by SANDAG. The initial Dissemination Agent shall be Digital Assurance Certification 
LLC. 

“Financial Obligation” shall mean, for purposes of the Listed Events set out in Section 5(a)(10) and 
Section 5(b)(8), a (i) debt obligation; (ii) derivative instrument entered into in connection with, or pledged 
as security or a source of payment for, an existing or planned debt obligation; or (iii) guarantee of (i) or (ii).  
The term “Financial Obligation” shall not include municipal securities (as defined in the Securities 
Exchange Act of 1934, as amended) as to which a final official statement (as defined in the Rule) has been 
provided to the MSRB consistent with the Rule. 
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“Holder” shall mean the person in whose name any Bond shall be registered. 

“Listed Events” shall mean any of the events listed in Section 5(a) and (b) of this Disclosure 
Agreement. 

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity designated or 
authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule.  Until 
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB 
are to be made through the Electronic Municipal Market Access (“EMMA”) website of the MSRB, 
currently located at http://emma.msrb.org. 

“Official Statement” shall mean the final official statement, dated July 30, 2019 relating to the 
Bonds. 

“Participating Underwriter” shall mean the original underwriter(s) of the Bonds required to comply 
with the Rule in connection with offering of the Bonds. 

“Project” shall mean the Mid-Coast Corridor Transit Project.   

“Repository” shall mean, until otherwise designated by the Securities and Exchange Commission, 
EMMA. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities Exchange Commission under the 
Securities Exchange Act of 1934, as amended from time to time. 

“State” shall mean the State of California. 

Section 3. Provision of Annual Reports. 

(a) SANDAG shall, or shall cause the Dissemination Agent to, not later than two hundred and 
ten (210) days after the end of each fiscal year, commencing with the fiscal year ending June 30, 2019, 
provide to the Repository an Annual Report which is consistent with the requirements of Section 4 of this 
Disclosure Agreement. The Annual Report may cross-reference other information as provided in Section 4 
of this Disclosure Agreement; provided, that the audited financial statements of SANDAG may be 
submitted separately from the balance of the Annual Report and later than the date required above for the 
filing of the Annual Report if they are not available by that date.  If SANDAG’s fiscal year changes, it shall 
give notice of such change in a filing with the MSRB.  The Annual Report shall be submitted on a standard 
form in use by industry participants or other appropriate form and shall identify the Bonds by name and 
CUSIP number. 

(b) Not later than one Business Day prior to the date specified in subsection (a) for providing 
the Annual Report to the Repository, SANDAG shall provide the Annual Report to the Dissemination 
Agent (if other than SANDAG). SANDAG shall provide, or cause the preparer of the Annual Report to 
provide, a written certificate with each Annual Report furnished to the Dissemination Agent to the effect 
that such Annual Report constitutes the Annual Report required to be furnished to it hereunder. The 
Dissemination Agent may conclusively rely upon such certification and shall have no duty or obligation to 
review such Annual Report. 

(c) If SANDAG is unable to provide to the Repository an Annual Report by the date required 
in subsection (a), SANDAG shall send, or shall cause the Dissemination Agent to send, a notice to the 
Repository or to the MSRB, in substantially the form attached as Exhibit A. 
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(d) The Dissemination Agent shall: 

(i) determine the electronic filing address of, and then-current procedures for submitting 
Annual Reports to, the MSRB each year prior to the date for providing the Annual Report; and 

(ii) file a report with SANDAG certifying that the Annual Report has been provided to the 
MSRB pursuant to this Disclosure Agreement, and stating the date it was provided.  

Section 4. Content of Annual Reports.  

(a) The Annual Report shall contain or include by reference the following: 

(i) The Audited Financial Statements of SANDAG for the prior Fiscal Year, prepared in 
accordance with generally accepted accounting principles as promulgated to apply to governmental entities 
from time to time by the Governmental Accounting Standards Board. If the Audited Financial Statements 
are not available by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual 
Report shall contain unaudited financial statements and the Audited Financial Statements shall be filed in 
the same manner as the Annual Report when such Audited Financial Statements become available. 

(ii) The debt service schedule for the Bonds, showing any redemptions, retirements or 
defeasances during the prior Fiscal Year and the outstanding Bonds. 

(iii) The date(s) and amount(s) of Grant Receipts received by SANDAG for the most recently 
completed federal fiscal year.    

(iv) To the extent not contained in the financial statements, for the most recently ended fiscal 
year, the data substantially in the form presented in the Official Statement as follows:  

(1) Table 6 – Summary of Baseline Cost Estimate, Expenditures Paid, and Estimates 
of Costs to Completion; and 

(2) Table 9 – Project Milestones, Baseline Schedule and Current Projection. 

Any or all of the items required to be included in the Annual Report may be included by specific reference 
to other documents, including official statements of debt issues of SANDAG or related public entities, 
which have been submitted to the Repository or the Securities and Exchange Commission. If the document 
included by reference is a final official statement, it must be available from the Municipal Securities 
Rulemaking Board. SANDAG shall clearly identify each such other document so included by reference. 

Section 5. Reporting of Listed Events. 

(a) Pursuant to the provisions of this Section 5, SANDAG shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Bonds in a timely manner not 
more than ten (10) Business Days after the occurrence of the event: 

(1) principal and interest payment delinquencies; 

(2) defeasances; 

(3) tender offers; 

(4) rating changes; 
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(5) adverse tax opinions or the issuance by the Internal Revenue Service of a proposed 
or final determination of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to the tax- status of the Bonds or other material 
events affecting the tax status of the Bonds; 

(6) unscheduled draws on the debt service reserves reflecting financial difficulties; 

(7) unscheduled draws on credit enhancements reflecting financial difficulties; 

(8) substitution of credit or liquidity providers or their failure to perform; or 

(9) bankruptcy, insolvency, receivership or similar proceedings. 

(10) Default, event of acceleration, termination event, modification of terms, or other 
similar events under the terms of a Financial Obligation of SANDAG, any of which reflect financial 
difficulties. 

For these purposes, any event described in subparagraph (9) is considered to occur when any of the 
following occur: the appointment of a receiver, fiscal agent, or similar officer for SANDAG in a proceeding 
under the United States Bankruptcy Code or in any other proceeding under state or federal law in which a 
court or governmental authority has assumed jurisdiction over substantially all of the assets or business of 
SANDAG, or if such jurisdiction has been assumed by leaving the existing governing body and officials or 
officers in possession but subject to the supervision and orders of a court or governmental authority, or the 
entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or 
governmental authority having supervision or jurisdiction over substantially all of the assets or business of 
SANDAG. 

(b) Pursuant to the provisions of this Section 5, SANDAG shall give, or cause to be given, 
notice of the occurrence of any of the following events with respect to the Bonds, if material, in a timely 
manner not later than ten (10) Business Days after the occurrence of the event: 

(1) Unless described in Section 5(a)(5), other material notices or determinations by 
the Internal Revenue Service with respect to the tax status of the Bonds or other material events 
affecting the tax status of the Bonds; 

(2) Modifications to rights of Bond holders; 

(3) Optional, unscheduled or contingent Bond calls; 

(4) Release, substitution, or sale of property securing repayment of the Bonds; 

(5) Non-payment related defaults; 

(6) The consummation of a merger, consolidation, or acquisition involving SANDAG 
or the sale of all or substantially all of the assets of SANDAG, other than in the ordinary course of 
business, the entry into a definitive agreement to undertake such an action or the termination of a 
definitive agreement relating to any such actions, other than pursuant to its terms; 

(7) Appointment of a successor or additional trustee or the change of name of a trustee; 
or  
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(8) Incurrence of a Financial Obligation of SANDAG, or agreement to covenants, 
events of default, remedies, priority rights, or other similar terms of a Financial Obligation of 
SANDAG, any of which affect security holders. 

(c) Upon the occurrence of a Listed Event described in Section 5(a), or upon the occurrence 
of a Listed Event described in Section 5(b) which SANDAG determines would be material under applicable 
federal securities laws, SANDAG shall within ten business days of occurrence file a notice of such 
occurrence with the MSRB.  Notwithstanding the foregoing, notice of the Listed Event described in Section 
5(b)(3) need not be given under this subsection any earlier than the notice (if any) of the underlying event 
is given to Holders of affected Bonds pursuant to the Indenture. 

(d) SANDAG intends to comply with the Listed Events described in Section 5(a)(10) and 
Section 5(b)(8), and the definition of “Financial Obligation” in Section 1, with reference to the Rule, any 
other applicable federal securities laws and the guidance provided by the Securities and Exchange 
Commission in Release No. 34-83885 dated August 20, 2018 (the “2018 Release”), and any further 
amendments or written guidance provided by the Securities and Exchange Commission or its staff with 
respect the amendments to the Rule effected by the 2018 Release. 

Section 6. Filings with the MSRB. All information, operating data, financial statements, 
notices and other documents provided to the MSRB in accordance with this Disclosure Agreement shall be 
provided in an electronic format prescribed by the MSRB and shall be accompanied by identifying 
information as prescribed by the MSRB. 

Section 7. Termination of Reporting Obligation. SANDAG’s obligations under this 
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of all 
of the Bonds. If such termination occurs prior to the final maturity of the Bonds, SANDAG shall give notice 
of such termination in the same manner as for a Listed Event under Section 5(e). 

Section 8. Dissemination Agent. SANDAG may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The 
Dissemination Agent may resign by providing thirty (30) days written notice to SANDAG. 

Section 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Agreement, SANDAG may amend this Disclosure Agreement, and any provision of this Disclosure 
Agreement may be waived, provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a) or (b), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of SANDAG with respect to the 
Bonds, or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 
original issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as 
well as any change in circumstances; and 

(c) The amendment or waiver does not, in the opinion of nationally recognized bond counsel, 
materially impair the interests of the Holders or Beneficial Owners of the Bonds. 
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In the event of any amendment or waiver of a provision of this Disclosure Agreement, SANDAG 
shall describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a change 
of accounting principles, on the presentation) of financial information or operating data being presented by 
SANDAG.  In addition, if the amendment relates to the accounting principles to be followed in preparing 
financial statements, (i) notice of such change shall be given in a filing with the MSRB, and (ii) the Annual 
Report for the year in which the change is made should present a comparison (in narrative form and also, 
if feasible, in quantitative form) between the financial statements as prepared on the basis of the new 
accounting principles and those prepared on the basis of the former accounting principles. 

Section 10. Additional Information. Nothing in this Disclosure Agreement shall be deemed 
to prevent SANDAG from disseminating any other information, using the means of dissemination set forth 
in this Disclosure Agreement or any other means of communication, or including any other information in 
any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Agreement. If SANDAG chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure Agreement, 
SANDAG shall have no obligation under this Disclosure Agreement to update such information or include 
it in any future Annual Report or notice of occurrence of a Listed Event. 

Section 11. Default.  In the event of a failure of SANDAG to comply with any provision of 
this Disclosure Agreement, any Owner or Beneficial Owner of the Bonds may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause 
SANDAG to comply with its obligations under this Disclosure Agreement. A default under this Disclosure 
Agreement shall not be deemed an Event of Default under the Indenture, and the sole remedy under this 
Disclosure Agreement in the event of any failure of SANDAG or the Dissemination Agent to comply with 
this Disclosure Agreement shall be an action to compel performance. 

Section 12. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Agreement, and SANDAG 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise or 
performance of their respective powers and duties hereunder, including the costs and expenses (including 
attorneys’ fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination 
Agent’s negligence or willful misconduct. The Dissemination Agent shall be paid compensation by 
SANDAG for its services provided hereunder in accordance with its schedule of fees as amended from time 
to time, and all expenses, legal fees and advances made or incurred by the Dissemination Agent in the 
performance of its duties hereunder. The Dissemination Agent shall have no duty or obligation to review 
any information provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for 
SANDAG, the Trustee, the Holders, or any other party. The obligations of SANDAG under this Section 
shall survive resignation or removal of the Dissemination Agent and payment of the Bonds. 

Section 13. Notices. Any notices or communications herein required or permitted to be given 
shall be in writing and shall be delivered in such manner and to such addresses as are specified in the 
Indenture. 
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Section 14. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of 
SANDAG, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners 
from time to time of the Bonds, and shall create no rights in any other person or entity. 

 

Date: August 14, 2019 
SAN DIEGO ASSOCIATION OF 
GOVERNMENTS 
 
 
By:    
 
 
 
DIGITAL ASSURANCE CERTIFICATION 
LLC, as Dissemination Agent 
 
 
By:    
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EXHIBIT A 

NOTICE TO THE MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: SAN DIEGO ASSOCIATION OF GOVERNMENTS 

Name of Issue: San Diego Association of Governments Capital Grant Receipts Revenue 
Bonds (Mid-Coast Corridor Transit Project) 

Date of Issuance: August 14, 2019 

 
NOTICE IS HEREBY GIVEN that SANDAG has not provided an Annual Report with respect to the above-
named Bonds as required by the Trust Indenture, dated as of August 1, 2019, between SANDAG and U.S. 
Bank National Association, as trustee.  [SANDAG anticipates that the Annual Report will be filed by 
_____________.] 

Dated:_______________ 

SAN DIEGO ASSOCIATION OF 
GOVERNMENTS 
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APPENDIX E 
 

BOOK-ENTRY ONLY SYSTEM 

The information in this appendix has been provided by DTC for use in securities offering 
documents, and SANDAG takes no responsibility for the accuracy or completeness thereof. SANDAG 
cannot and does not give any assurances that DTC, DTC Participants or Indirect Participants will 
distribute the Beneficial Owners either (a) payments of interest, principal or premium, if any, with respect 
to the Bonds or (b) certificates representing ownership interest in or other confirmation of ownership 
interest in the Bonds, or that they will so do on a timely basis or that DTC, DTC Direct Participants or 
DTC Indirect Participants will act in the manner described in this Official Statement. 

1. The Depository Trust Company (“DTC”), New York, New York, will act as securities 
depository for the Bonds (the “Securities”). The Securities 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 Security certificate will be issued for each 
maturity of the Securities, in the aggregate principal amount of such issue, and will be deposited with DTC. 
If, however, the aggregate principal amount of any issue exceeds $500 million, one certificate will be issued 
with respect to each $500 million of principal amount, and an additional certificate will be issued with 
respect to any remaining principal amount of such issue. 

2. 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 corporation” 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 
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) 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 eliminates 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 Corporation (“DTCC”). DTCC is the holding company for DTC, National 
Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered 
clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is 
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of 
AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Commission. More information about DTC can be found at www.dtcc.com.  

3. Purchases of Securities under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Securities on DTC’s records. The ownership interest of each 
actual purchaser of each Security (“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 Securities 
are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of 
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Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in 
Securities, except in the event that use of the book-entry system for the Securities is discontinued. 

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC 
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Securities 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 Securities; DTC’s records reflect only the 
identity of the Direct Participants to whose accounts such Securities 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. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants 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 Securities may wish to take certain steps to 
augment the transmission to them of notices of significant events with respect to the Securities, such as 
redemptions, tenders, defaults, and proposed amendments to the Security documents. For example, 
Beneficial Owners of Securities may wish to ascertain that the nominee holding the Securities 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. 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue 
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. 

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

8. Redemption proceeds, distributions, and dividend payments on the Securities 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 SANDAG or the Trustee, on payable date in accordance with their respective holdings 
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary 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 Trustee or SANDAG, 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 
SANDAG or the Trustee, disbursement of such payments to Direct Participants will be the responsibility 
of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct 
and Indirect Participants. 

9. DTC may discontinue providing its services as depository with respect to the Securities at 
any time by giving reasonable notice to SANDAG or Trustee. Under such circumstances, in the event that 
a successor depository is not obtained, Security certificates are required to be printed and delivered. 
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10. SANDAG may decide to discontinue use of the system of book-entry-only transfers 
through DTC (or a successor securities depository). In that event, Security certificates will be printed and 
delivered to DTC. 

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

411

**DRAFT**v2



[THIS PAGE INTENTIONALLY LEFT BLANK] 

412

**DRAFT**v2



APPENDIX F 
 

PROPOSED FORM OF BOND COUNSEL OPINION 
 

 Upon the delivery of the Bonds, Norton Rose Fulbright US LLP, Los Angeles, California, Bond 
Counsel, proposes to render its final approving opinion with respect to the Bonds in substantially the 
following form: 
 

[Closing Date] 
 

San Diego Association of Governments 
401 B Street 
San Diego, California 92101 
 

$335,000,000 
San Diego Association of Governments 
Capital Grant Receipts Revenue Bonds 
(Mid-Coast Corridor Transit Project)  

$210,000,000 
Series 2019A 
(Green Bonds) 

$125,000,000 
Series 2019B 

(Green Bonds) 
 

 
Ladies and Gentlemen: 

We have acted as Bond Counsel in connection with the issuance by the San Diego Association of 
Governments, a consolidated regional transportation agency established under the laws of the State of 
California (“SANDAG”), of $210,000,000 in aggregate principal amount of its Capital Grant Receipts 
Revenue Bonds (Mid-Coast Corridor Transit Project), Series 2019A (Green Bonds) (the “Series 2019A 
Bonds”) and $125,000,000 in aggregate principal amount of its Capital Grant Receipts Revenue Bonds 
(Mid-Coast Corridor Transit Project), Series 2019B (Green Bonds) (the “Series 2019B Bonds,” and 
together with the Series 2019A Bonds, the “Bonds”).  

The Bonds are issued pursuant to Section 132370.1 of the California Public Utilities Code, and a 
Trust Indenture, dated as of August 1, 2019 (the “Indenture”), by and between SANDAG and U.S. Bank 
National Association, as trustee (the “Trustee”).  The Bonds are payable from Grant Receipts, Additional 
Security to the extent provided by SANDAG and amounts on deposit in certain funds and accounts 
established under the Indenture.  Proceeds of the Bonds will be used by the SANDAG to finance the 
construction of its Mid-Coast Corridor Transit Project.  Capitalized terms used herein and not otherwise 
defined shall have the meanings assigned to them in the Indenture. 

As Bond Counsel, we have examined copies certified to us as being true and complete copies of 
the proceedings of SANDAG in connection with the issuance of the Bonds.  We have also examined such 
certificates of officers of SANDAG and others and made such investigations of law as we have considered 
necessary for the purposes of this opinion. 
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Based upon the foregoing, we are of the opinion that: 

1. The Bonds constitute valid and binding limited obligations of  SANDAG as 
provided in the Indenture, and are entitled to the benefits of the Indenture. 

2. The Indenture has been duly authorized, executed and delivered by SANDAG and, 
assuming the enforceability thereof against the Trustee, constitutes the legally valid and binding 
obligation of SANDAG, enforceable against SANDAG in accordance with its terms.  The Indenture 
creates a valid pledge, to secure the payment of principal of and interest on the Bonds, of the Grant 
Receipts, the Additional Security and other amounts held by the Trustee in certain funds and 
accounts established pursuant to the Indenture, subject to the provisions of the Indenture permitting 
the application thereof for the purposes and on the terms and conditions set forth therein. 

3. Assuming continuing compliance by SANDAG with certain covenants in the 
Indenture and other documents pertaining to the Bonds and requirements of the Internal Revenue 
Code of 1986, as amended, regarding the use, expenditure and investment of proceeds of the Bonds 
and the timely payment of certain investment earnings to the United States, interest on the Bonds 
is not includable in the gross income of the owners of the Bonds for purposes of federal income 
taxation. Interest on the Bonds is not treated as an item of tax preference for purposes of computing 
the federal alternative minimum tax. 

4. Under existing law, interest on the Bonds is exempt from personal income taxes of 
the State of California. 

Other than as provided in paragraphs 3 and 4 above, we have not addressed, and are not opining 
on, the tax consequences to any person of the investment in, or of the receipt or accrual of interest on, the 
Bonds. Further, certain requirements and procedures contained or referred to in the Indenture or in other 
documents pertaining to the Bonds may be changed, and certain actions may be taken, under the 
circumstances and subject to the terms and conditions set forth in such documents, upon the advice or with 
the approving opinion of counsel nationally recognized in the area of tax-exempt obligations. We express 
no opinion as to the effect of any change to any document pertaining to the Bonds or of any action taken or 
not taken where such change is made or action is taken or not taken without our approval or in reliance 
upon the advice of counsel other than ourselves with respect to the exclusion from gross income of the 
interest on the Bonds for federal income tax purposes.  

The opinions expressed in paragraphs 1 and 2 above are qualified to the extent the enforceability 
of the Bonds and the Indenture may be limited by applicable bankruptcy, insolvency, debt adjustment, 
reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors’ rights 
generally or as to the availability of any particular remedy.  The enforceability of the Bonds and the 
Indenture is subject to the effect of general principles of equity, including, without limitation, concepts of 
materiality, reasonableness, good faith and fair dealing, to the possible unavailability of specific 
performance or injunctive relief, regardless of whether considered in a proceeding in equity or at law, and 
to the limitations on legal remedies against governmental entities in California.  

No opinion is expressed herein on the accuracy, completeness or fairness of the Official Statement 
or other offering material relating to the Bonds. 

This opinion is limited to the laws of the State of California and the federal laws of the United 
States.  
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Our opinions are based on existing law, which is subject to change.  Such opinions are further based 
on our knowledge of facts as of the date hereof.  We assume no duty to update or supplement our opinions 
to reflect any facts or circumstances that may thereafter come to our attention or to reflect any changes in 
any law that may thereafter occur or become effective.  Moreover, our opinions are not a guarantee of result 
and are not binding on the Internal Revenue Service; rather, such opinions represent our legal judgment 
based upon our review of existing law that we deem relevant to such opinions and in reliance upon the 
representations and covenants referenced above.  

Respectfully submitted,  
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