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In the opinion of Orrick, Herrington & Sutcliffe LLP, Special Counsel to the Local Agencies, interest on the Installment Sale Payments paid by each Local Agency under the
applicable 2020 Installment Sale Agreement and received by the owners of the Certificates is not excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986. In the further opinion of Special Counsel, based upon an analysis of existing laws, regulations, rulings, and court decisions, and assuming, among other
matters, the accuracy of certain representations and compliance with certain covenants, Special Counsel is of the opinion that the interest on the Installment Sale Payments paid by each
Local Agency under the applicable 2020 Installment Sale Agreement and received by the owners of the Certificates is exempt from State of California personal income taxes. Special
Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the amount, accrual or receipt of interest on, the Installment Sale
Payments. See “TAX MATTERS.”
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Dated: Date of Delivery Due: June 1, as shown on inside cover
THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY OF THE CERTIFICATES. INVESTORS MUST
READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION.

The California Statewide Communities Development Authority Transportation Revenue (Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. —
Total Road Improvement Program) (the “Certificates”), are being executed and delivered in the aggregate principal amount of $44,165,000 by Wilmington Trust, National Association, as
trustee (the “Certificate Trustee™), pursuant to the provisions of a Trust Agreement, dated as of October 1, 2020 (the “Program Trust Agreement”), by and among the California Statewide
Communities Development Authority (the “Authority”), the Certificate Trustee, the City of Desert Hot Springs, the City of Menifee and the City of Moreno Valley (each, a “Local Agency”
and, collectively, the “Local Agencies™). Capitalized terms used on this cover page and not otherwise defined shall have the meanings ascribed to them elsewhere in this Official Statement.
See in particular “APPENDIX A — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - Definitions.”

A portion of the proceeds of the Certificates will be used to purchase the respective California Statewide Communities Development Transportation Revenue (Installment Sale)
Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. — Total Road Improvement Program) (individually, a “Local Agency Certificate” and collectively, the “Local Agency
Certificates™), which will be executed and delivered simultaneously with the execution and delivery of the Certificates. The remaining proceeds of the Certificates will be used to pay the
costs of executing and delivering the Certificates, including to purchase debt service reserve policies to be issued by Assured Guaranty Municipal Corp. (the “Insurer” or “AGM”) that
constitute Qualified Reserve Instruments in lieu of the required deposit to the applicable reserve subaccounts within the reserve fund for the respective Local Agency Certificates. Under
the Program Trust Agreement, the Certificates are payable and secured by a first pledge and charge and lien on “Pooled Revenues” consisting of interest and principal payments becoming
due and payable on the Local Agency Certificates. See “ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS,” “SECURITY AND SOURCES OF PAYMENT FOR
THE CERTIFICATES,” and SECURITY AND SOURCES OF PAYMENT FOR THE LOCAL AGENCY CERTIFICATES — Local Agency Certificates Reserve Funds.”

The Local Agency Certificates evidence and represent proportionate and undivided interests in the respective 2020 Installment Sale Payments required to be made by the Local
Agencies to the Authority under their respective Installment Sale Agreements. The proceeds from the sale of the Local Agency Certificates to the Authority will be used to (i) refinance
the design, acquisition, and construction of certain local roadway and street improvement projects within the jurisdiction of each Local Agency, as applicable (each, a “Project” and,
collectively, the “Project”). The Authority will sell each Project to the applicable Local Agency pursuant to their respective Installment Sale Agreements. See “ESTIMATED SOURCES
AND USES OF CERTIFICATE PROCEEDS,” and “THE LOCAL AGENCIES.”

Under the Installment Sale Agreements, the 2020 Installment Sale Payments required to be made by each Local Agency are payable from a first lien on all Measure A Receipts (as
defined herein), generally consisting of certain amounts received by the respective Local Agency from a 0.5% sales tax that will be collected in the County of Riverside, California, for a
thirty-year period ending on June 30, 2039, to the extent the applicable Project constitutes a Measure A Project (as defined herein). The 2020 Installment Sale Payments required to be paid
by the City of Desert Hot Springs and the City of Menifee, each a Local Agency, to the Authority are also payable from a first lien on all Gas Tax Revenues (as defined herein), generally
consisting of certain amounts received by each such Local Agency from taxes imposed on the sale of motor vehicle fuels. The 2020 Installment Sale Payments are scheduled in an amount
sufficient to pay, when due, the annual principal and interest with respect to the Local Agency Certificates and, in turn, the Certificates. See “SECURITY AND SOURCES OF PAYMENT
FOR THE LOCAL AGENCY CERTIFICATES,” “MEASURE A REVENUES; MEASURE A RECEIPTS,” and “RISK FACTORS.” The Measure A Receipts are the sole source of
payment of the 2020 Installment Sale Payments required to be made by the City of Moreno Valley. The Measure A Receipts and Gas Tax Revenues are the sole source of payment of the
2020 Installment Sale Payments required to be made the City of Desert Hot Springs and the City of Menifee Neither the general fund of any Local Agency nor any other moneys of any
Local Agency are available to pay or secure the 2020 Installment Sale Payments, the Local Agency Certificates or the Certificates. The obligation of each Local Agency to pay its 2020
Installment Sale Payments is not subject to abatement.

The Certificates will be executed and delivered in fully registered form without coupons and, when delivered, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the Certificates. Individual purchases of Certificates may be made in book-entry
form only, in the principal amount of $5,000 or integral multiples thereof for each maturity. Purchasers will not receive certificates representing their interest in the Certificates purchased.
See “THE CERTIFICATES — Book-Entry Only System.”

Payments of principal and interest with respect to the Certificates will be made by the Certificate Trustee to DTC, which will in turn remit such principal and interest to its participants
for subsequent dispersal to beneficial owners of the Certificates as described herein. Interest with respect to the Certificates is payable semiannually each June 1 and December 1,
commencing December 1, 2020, until the maturity or the earlier prepayment thereof. Principal with respect to the Certificates will be paid on each June 1, commencing June 1, 2021, upon
surrender of such Certificate at the principal corporate office of the Certificate Trustee upon maturity or the earlier prepayment thereof.

The Certificates are subject to optional, mandatory, and mandatory sinking fund prepayment prior to their stated principal payment dates as described herein.

The scheduled payment of principal and interest with respect to the Certificates when due will be guaranteed under an insurance policy to be issued concurrently with the
delivery of the Certificates by AGM. See “BOND INSURANCE.”

ASSURED
GUARANTY"
MUNICIPAL

THE OBLIGATION OF EACH LOCAL AGENCY TO MAKE 2020 INSTALLMENT SALE PAYMENTS UNDER ITS INSTALLMENT SALE AGREEMENT IS A SPECIAL
OBLIGATION OF SUCH LOCAL AGENCY PAYABLE SOLELY FROM MEASURE A RECEIPTS AND, IN THE CASE OF THE CITY OF DESERT HOT SPRINGS AND THE
CITY OF MENIFEE, ALSO GAS TAX REVENUES, AND DOES NOT CONSTITUTE A DEBT OF SUCH LOCAL AGENCY, ANY OTHER LOCAL AGENCY, THE AUTHORITY,
THE STATE OF CALIFORNIA (THE “STATE”), OR ANY POLITICAL SUBDIVISION OF THE STATE WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY
DEBT LIMITATION OR RESTRICTION, AND DOES NOT CONSTITUTE AN OBLIGATION FOR WHICH THE LOCAL AGENCY, ANY OTHER LOCAL AGENCY, THE STATE,
OR ANY POLITICAL SUBDIVISION OF THE STATE IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE LOCAL AGENCY, THE
STATE, OR ANY POLITICAL SUBDIVISION OF THE STATE HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. THE AUTHORITY HAS NO TAXING POWER.

[See Maturity Schedule on Inside Cover]

The Certificates are offered when, as, and if executed and delivered to and received by the Underwriter, subject to the approval of legality by Orrick, Herrington
& Sutcliffe LLP, Los Angeles, California, Special Counsel to the Local Agencies. Certain legal matters will be passed upon for the Authority by Orrick, Herrington
& Sutcliffe LLP, Los Angeles, California, for the City of Desert Hot Springs by Stream Kim Hicks Wrage & Alfaro, P.C., Riverside, California, its City Attorney,
for the City of Menifee by its City Attorney, for the City of Moreno Valley by its City Attorney, and for the Underwriter by Jones Hall, A Professional Law
Corporation, San Francisco, California, as Underwriter’s Counsel. It is anticipated that the Certificates in book-entry form will be available for delivery through
the facilities of DTC in New York, New York, on or about October 8, 2020.

STIFEL

Dated: September 22, 2020



MATURITY SCHEDULE

$44,165,000
CALIFORNIA STATEWIDE COMMUNITIES DEVELOPMENT AUTHORITY
TRANSPORTATION REVENUE (INSTALLMENT SALE)
CERTIFICATES OF PARTICIPATION, SERIES 2020
(FEDERALLY TAXABLE) (T.R.I.LP. - TOTAL ROAD IMPROVEMENT PROGRAM)

Maturity Date Principal Interest

(June 1) Amount Rate Yield Price CUSIP O No.
2021 $2,305,000 0.435% 0.435% 100.000 13079XBP0O
2022 1,835,000 0.585 0.585 100.000 13079XBQS8
2023 1,840,000 0.701 0.701 100.000 13079XBR6
2024 1,850,000 0.961 0.961 100.000 13079XBS4
2025 1,875,000 1.061 1.061 100.000 13079XBT2
2026 1,900,000 1.402 1.402 100.000 13079XBU9
2027 1,925,000 1.602 1.602 100.000 13079XBV7
2028 1,945,000 1.919 1.919 100.000 13079XBWS5
2029 1,990,000 2.019 2.019 100.000 13079XBX3
2030 2,025,000 2.119 2.119 100.000 13079XBY1
2031 2,075,000 2.269 2.269 100.000 13079XBZ8
2032 2,120,000 2.419 2.419 100.000 13079XCA2
2033 2,170,000 2.569 2.569 100.000 13079XCBO
2034 2,220,000 2.669 2.669 100.000 13079XCC8
2035 2,285,000 2.769 2.769 100.000 13079XCD6

$13,805,000 3.238% Term Certificates due June 1, 2042; Yield: 3.238%; Price: 100.00; CUSIP ) No.
13079XCE4

(1) CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein are provided by CUSIP Global Services (“CGS”), managed by S&P
Capital IQ on behalf of The American Bankers Association. These data are not intended to create a database and do not serve in any way as a substitute for the
CGS database. None of the Authority, the Local Agencies, or the Underwriter are responsible for the selection or correctness of the CUSIP numbers set forth
herein. CUSIP numbers have been assigned by an independent company not affiliated with the Authority, the Local Agencies, or the Underwriter and are
included solely for the convenience of the registered owners of the Certificates. None of the Authority, the Local Agencies, or the Underwriter are responsible for
the selection or uses of these CUSIP numbers, and no representation is made as to their correctness with respect to the Certificates or as included herein. The
CUSIP number for a specific maturity of Certificate is subject to being changed after the execution and delivery of the Certificates as a result of various
subsequent actions including, but not limited to, a refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other
similar enhancement by investors that is applicable to all or a portion of certain maturities of the Certificates.
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No dealer, broker, salesperson, or other person has been authorized by any Local Agency, the
Authority, or Stifel, Nicolaus & Company, Incorporated (the “Underwriter”), to give any information or
to make any representations other than those contained in this Official Statement and, if given or made,
such other information or representations must not be relied upon as having been authorized by any of the
foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy
the Certificates, nor shall there be any sale of the Certificates, by any person in any jurisdiction in which
it is unlawful for such person to make such offer, solicitation, or sale.

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

The information set forth in this Official Statement has been obtained from each Local Agency,
the Authority, and other sources that are believed to be reliable, but it is not guaranteed as to accuracy or
completeness and it is not to be construed as a representation by any such Local Agency or the Authority.
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 will, under any circumstances, create any
implication that there has been no change in the affairs of any Local Agency or the Authority since the
date of this Official Statement.

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

This Official Statement is submitted in connection with the sale of the Certificates referred to
herein and may not be reproduced or used, in whole or in part, for any other purpose.

THE CERTIFICATES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT.
THE CERTIFICATES HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE
SECURITIES LAWS OF ANY STATE.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
CERTIFICATES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

THE UNDERWRITER MAY OFFER AND SELL THE CERTIFICATES TO CERTAIN
DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AND OTHERS AT PRICES
LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE INSIDE COVER PAGE
HEREOF AND SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY
THE UNDERWRITER.

Assured Guaranty Municipal Corp. (the “Insurer” or “AGM”) makes no representation regarding
the Certificates or the advisability of investing in the Certificates. In addition, AGM has not
independently verified, makes no representation regarding, and does not accept any responsibility for the
accuracy or completeness of this Official Statement or any information or disclosure contained herein, or
omitted herefrom, other than with respect to the accuracy of the information regarding AGM supplied by
AGM and presented under the heading “BOND INSURANCE,” and “APPENDIX E — Specimen
Municipal Bond Insurance Policy.”
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OFFICIAL STATEMENT

$44,165,000
CALIFORNIA STATEWIDE COMMUNITIES DEVELOPMENT AUTHORITY
TRANSPORTATION REVENUE (INSTALLMENT SALE)
CERTIFICATES OF PARTICIPATION, SERIES 2020
(FEDERALLY TAXABLE) (T.R.I.P. - TOTAL ROAD IMPROVEMENT PROGRAM)

INTRODUCTION

This Official Statement, which includes the cover page, inside cover page, Table of Contents, and
Appendices (the “Official Statement”), provides certain information concerning the execution and
delivery of the California Statewide Communities Development Authority Transportation Revenue
(Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. — Total Road
Improvement Program) (the “Certificates”), in an aggregate principal amount of $44,165,000.
Descriptions and summaries of various documents hereinafter set forth do not purport to be
comprehensive or definitive, and reference is made to each such document for complete details of all
terms and conditions therein. All statements in this Official Statement are qualified in their entirety by
reference to the applicable documents.

This Introduction is subject in all respects to the more complete information contained elsewhere
in this Official Statement, and the offering of the Certificates to potential investors is made only by means
of the entire Official Statement. Capitalized terms used and not otherwise defined herein shall have the
meanings ascribed to them in “APPENDIX A — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
Definitions.”

Description of the Certificates

The Certificates will be dated the date of their initial delivery and will mature on the dates and in
the principal amounts set forth on the inside cover page hereof. The Certificates will be initially registered
in the name of Cede & Co., as nominee for The Depository Trust Company, which will act as securities
depository for the Certificates.

Authorization for Certificates and Local Agency Certificates

The Certificates are being executed and delivered by Wilmington Trust, National Association, as
trustee (the “Certificate Trustee”), pursuant to (i) a Trust Agreement, dated as of October 1, 2020 (the
“Program Trust Agreement”), by and among the Authority, the Certificate Trustee, the City of Desert Hot
Springs, the City of Menifee, and the City of Moreno Valley (each a “Local Agency” and, collectively,
the “Local Agencies”), and (ii) a resolution adopted by the Authority on September 3, 2020, a resolution
adopted by the City of Desert Hot Springs on July 7, 2020, supplemented on September 1, 2020 and to be
supplemented on October 6, 2020, a resolution adopted by the City of Menifee on August 19, 2020, and a
resolution adopted by the City of Moreno Valley on September 1, 2020 (such resolutions as supplemented
prior to the Closing Date, the “Resolutions”).

A portion of the proceeds of the Certificates will be used to purchase from the Authority, as agent
for and on behalf of each Local Agency, the certificates of participation described below (individually, a
“Local Agency Certificate” and collectively, the “Local Agency Certificates”). The Local Agency
Certificates are being executed and delivered simultaneously with the execution and delivery of the
Certificates pursuant to the Resolutions and the following trust agreements, as supplemented to date
(collectively, the “Local Agency Trust Agreements” and each a “Local Agency Trust Agreement”):
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1) Trust Agreement, dated as of February 1, 2012, as supplemented by a First
Supplement to Trust Agreement, dated as of October 1, 2020, each by and among the Authority,
the City of Desert Hot Springs, and Wilmington Trust, National Association, as successor trustee
(the “Local Agency Certificates Trustee”), pursuant to which the $5,310,000 original principal of
California Statewide Communities Development Transportation Revenue (Installment Sale)
Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. — Total Road Improvement
Program) (the “DHS Local Agency Certificates”) will be executed and delivered by the Local
Agency Certificates Trustee;

(i1) Trust Agreement, dated as of May 1, 2012, as supplemented by a First
Supplement to Trust Agreement, dated as of October 1, 2020, each by and among the Authority,
the City of Menifee, and the Local Agency Certificates Trustee, pursuant to which the
$17,885,000 original principal of California Statewide Communities Development Transportation
Revenue (Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable) (T.R.L.P.
— Total Road Improvement Program) (the “Menifee Local Agency Certificates”) will be executed
and delivered by the Local Agency Certificates Trustee; and

(iii) Trust Agreement, dated as of August 1, 2013, as supplemented by a First
Supplement to Trust Agreement, dated as of October 1, 2020, each by and among the Authority,
the City of Moreno Valley, and the Local Agency Certificates Trustee, pursuant to which the
$20,970,000 original principal amount of California Statewide Communities Development
Transportation Revenue (Installment Sale) Certificates of Participation, Series 2020 (Federally
Taxable) (T.R.I.P. — Total Road Improvement Program) (the “Moreno Valley Local Agency
Certificates™) will be executed and delivered by the Local Agency Certificates Trustee.

The Local Agency Certificates evidence and represent proportionate and undivided interests in
installment sale payments (collectively, the “2020 Installment Sale Payments™) required to be made by
the Local Agencies under the respective installment sale agreements as described in this Official
Statement (collectively, the “Installment Sale Agreements”). Each Local Agency recognizes the rights of
the Owners of the Certificates, acting directly or through the Certificate Trustee, to enforce the
obligations and covenants contained in the Installment Sale Agreements and the respective Local Agency
Trust Agreement; provided that in no event shall a Local Agency be liable for any obligations, covenants
or damages except those which arise out of its Installment Sale Agreement, and, in particular, no Local
Agency shall be liable for any obligations, liabilities, acts or omissions of any other Local Agency.

Judicial Validations

Each of the Local Agencies previously obtained judgments in their favor in the Superior Court of
the State of California for the County of Riverside (the “Riverside County Superior Court”) pursuant to
California Government Code Section 53510 et seq. and California Code of Civil Procedure Section 860 et
seq. (collectively, the “Validation Law”) seeking to validate certain issues raised by the proposed
execution and delivery of the Prior Certificates (as hereinafter defined) and additional contracts such as
the Installment Sale Agreements, Local Agency Trust Agreements, and Local Agency Certificates. Orrick,
Herrington & Sutcliffe LLP, Los Angeles, California, Special Counsel, in issuing its final approving
opinion on the Certificates, will rely, among other things, on such judgments. See “The LOCAL
AGENCY CERTIFICATES — Judicial Validations.”

Purpose

A portion of the proceeds of the Certificates will be used to purchase from the Authority, as agent
for and on behalf of each Local Agency, the respective California Statewide Communities Development
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Transportation Revenue (Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable)
(TR.IP. — Total Road Improvement Program) (individually, a “Local Agency Certificate” and
collectively, the “Local Agency Certificates”). The remaining proceeds of the Certificates will be used to
pay the costs incurred in connection with the execution, sale, and delivery of the Certificates and Local
Agency Certificates, including, but not limited to, the cost of the Insurance Policy for the Certificates and
the Reserve Policies (as such terms are defined herein).

The proceeds from the sale of the respective Local Agency Certificates to the Authority will be
used by the Local Agencies to refinance the design, acquisition, and construction of their respective
Projects by prepaying in full the following respective certificates of participation (collectively, the “Prior
Certificates™) by the deposit to the related Escrow Funds (as defined herein):

1) California Communities Transportation Revenue (Installment Sale) Certificates
of Participation, Series 2012A (T.R.I.P. — Total Road Improvement Program) (the “Desert Hot
Springs 2012 Certificates”);

(i1) California Communities Transportation Revenue (Installment Sale) Certificates
of Participation, Series 2012B (T.R.L.P. — Total Road Improvement Program) (the “Menifee 2012
Certificates™); and

(iii) California Communities Local Measure A Sale Tax Revenues (Installment Sale)
Certificates of Participation, Series 2013A (T.R.I.P. — Total Road Improvement Program) (the
“Moreno Valley 2013 Certificates”).

In addition, certain funds on hand relating to the Prior Certificates will be released and deposited
into the related Escrow Fund. See “REFUNDING PLAN,” “ESTIMATED SOURCES AND USES OF
CERTIFICATE PROCEEDS,” “THE LOCAL AGENCIES” and “SECURITY AND SOURCES OF
PAYMENT FOR THE LOCAL AGENCY CERTIFICATES — Local Agency Certificates Reserve
Funds.”

Payment of Principal and Interest

Interest with respect to the Certificates is payable semiannually on June 1 and December 1,
commencing December 1, 2020 (each, an “Interest Payment Date”), and is payable by check mailed by
first class mail on the date such interest is due to the Owner at his address as it appears on the registration
books maintained by the Certificate Trustee; provided, however, that an Owner of $1,000,000 or more in
aggregate principal amount evidenced by the Certificates may request in writing that the Certificate
Trustee pay the interest evidenced by such Certificates by wire transfer and the Certificate Trustee shall
comply with such request for all Interest Payment Dates following the 15th day after receipt of such
request until such request is rescinded. Principal with respect to the Certificates will be payable on June 1
of each year, commencing June 1, 2021 (each, a “Certificate Payment Date), upon surrender of such
Certificate at the principal corporate trust office of the Certificate Trustee in Los Angeles, California,
upon the maturity or earlier prepayment thereof. See “THE CERTIFICATES.”

Prepayment of Certificates
The Certificates are subject to optional, mandatory, and mandatory sinking fund prepayment

under certain circumstances as described herein. See “THE CERTIFICATES — Prepayment of
Certificates.”



Security and Sources of Payment for the Certificates

Pledge of Pooled Revenues. Under the Program Trust Agreement, the Certificates are payable
and secured by a first pledge and charge and lien on “Pooled Revenues” consisting of interest and
principal payments becoming due and payable on the Local Agency Certificates. Under the Program
Trust Agreement, the Authority will assign to the Certificate Trustee all of the Authority’s rights and
remedies under the Certificates, the Local Agency Trust Agreements and the Installment Sale Agreements
(as hereinafter defined), including, but not limited to, the Authority’s security interest in the Certificate
Payment Fund and the Pooled Revenues. See “SECURITY AND SOURCES OF PAYMENT FOR THE
CERTIFICATES.”

Bond Insurance Policy. Concurrently with the execution and delivery of the Certificates,
Assured Guaranty Municipal Corp. (the “Insurer” or “AGM)” will issue its Municipal Bond Insurance
Policy for the Certificates (the “Insurance Policy”). The Insurance Policy guarantees the scheduled
payment of principal and interest with respect to the Certificates when due as set forth in the form of the
Insurance Policy included as Appendix E to this Official Statement. The Insurance Policy does not
guarantee the scheduled payment of principal and interest with respect to any of Local Agency
Certificates. See “BOND INSURANCE” and “APPENDIX E — SPECIMEN MUNICIPAL BOND
INSURANCE POLICY.”

Security and Sources of Payment for the Local Agency Certificates

2020 Installment Sale Payments. The Local Agency Certificates evidence and represent
proportionate and undivided interests in installment sale payments (collectively, the “2020 Installment
Sale Payments”) required to be made by the Local Agencies under the following respective installment
sale agreements (collectively, the “Installment Sale Agreements”):

1) 2012 Installment Sale Agreement, dated as of February 1, 2012, as amended and
supplemented by a First Supplement to 2012 Installment Sale Agreement, dated as of October 1,
2020, each by and between the Authority and the City of Desert Hot Springs;

(i1) 2012 Installment Sale Agreement, dated as of May 1, 2012, as amended and
supplemented by a First Supplement to 2012 Installment Sale Agreement, dated as of October 1,
2020, each by and between the Authority and the City of Menifee; and

(iii) 2013 Installment Sale Agreement, dated as of August 1, 2013, as amended and
supplemented by a First Supplement to 2013 Installment Sale Agreement, dated as of October 1,
2020, each by and between the Authority and the City of Moreno Valley.

The 2020 Installment Sale Payments required to be paid by each of the Local Agencies under
their respective Installment Sale Agreement are payable from and secured by a first lien on their
respective Measure A Receipts (as defined below). In addition, the 2020 Installment Sale Payments
required to be paid by the City of Desert Hot Springs and the City of Menifee are also payable from and
secured by a first lien on their respective Gas Tax Revenues (as defined below). As to each Local Agency,
its 2020 Installment Sale Payments are designed to be sufficient, in both time and amount, to pay, when
due, the principal and interest evidenced and represented by its Local Agency Certificates. Payments of
principal and interest on the Local Agency Certificates in the aggregate are designed to be sufficient, in
both time and amount, to pay, when due, the principal and interest evidenced and represented by the
Certificates. Each Local Agency is solely responsible for the payment of the 2020 Installment Sale
Payments required to be paid pursuant to its Installment Sale Agreement, and no Local Agency is
responsible for the payment of any 2020 Installment Sale Payments of any other Local Agency.
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The term “Measure A Receipts” is defined in the Installment Sale Agreements to mean
Measure A Revenues (as defined below) allocated by the Riverside County Transportation Commission
(the “Commission”) to the applicable Local Agency pursuant to the Measure A Ordinance, to the extent
the applicable Project constitutes a Measure A Project (as defined below).

The term “Measure A Revenues” is defined in each Installment Sale Agreement to mean revenues
of the Commission derived from a retail transactions and use tax (the “Measure A Sales Tax”’) imposed in
the County of Riverside, California (the “County”) pursuant to the Riverside County Transportation Sales
Tax Act, Division 25 (Section 240000 et seq.) of the Public Utilities Code of the State of California, as
now in effect and as it may from time to time hereafter be amended or supplemented (the “Measure A
Sales Tax Act”), and the Measure A Ordinance.

The term “Measure A Ordinance” is defined in each Installment Sale Agreement to mean
Ordinance No. 02-001, the Transportation Expenditure Plan and Retail Transaction and Use Tax
Ordinance, adopted by the Commission on May 8, 2002, and approved by at least two-thirds of electors
voting on such proposition in the November 5, 2002 election, as supplemented and amended.

The term “Measure A Project” is defined in each Installment Sale Agreement to mean a capital
project for which Measure A Receipts may be expended. The respective Projects of each Local Agency
each constitute a Measure A Project and all such Projects have either been completed or substantially
completed.

A portion of Measure A Revenues are allocated by the Commission to the Local Agencies for the
Local Agency’s local streets and roads program on a basis that is subordinate to the Commission’s
payment of its Senior Lien Measure A Obligations, as described herein. See “MEASURE A REVENUES;
MEASURE A RECEIPTS — Senior Lien Measure A Obligations” and “ — Collection and Allocation of
Measure A Revenues” and “RISK FACTORS — Senior Lien Measure A Obligations.” In addition, only
the portion of Measure A Revenues allocated by the Commission to the Local Agencies constituting
Measure A Receipts may be applied by the Local Agencies to pay their respective 2020 Installment Sale
Payments. In addition, while Measure A Revenues will be collected in the County for a thirty-year period
ending on June 30, 2039, 2020 Installment Sale Payments will be payable by the Local Agencies through
and including June 1, 2042. Investors should be aware that no Measure A Revenues will be allocated by
the Commission to each Local Agency or be available to make Installment Sale Payments in fiscal years
2040, 2041, and 2042. See “RISK FACTORS — Limitations on Use of Measure A Revenues.”

The County will not have any obligation, express or implied, with respect to the payment of the
principal, premium, if any, or interest with respect to the Certificates or Local Agency Certificates and
has not participated in the preparation of the Official Statement.

The term “Gas Tax Revenues” is defined in the Installment Sale Agreements with the City of
Desert Hot Springs and the City of Menifee to mean all amounts received by the applicable Local Agency
from the State in accordance with Streets and Highways Code Sections 2103, 2104(d), (e) and (f), 2105,
2106 and 2107, as such provisions may be amended, and all other revenues (except revenues received by
the applicable Local Agency in accordance with Streets and Highways Code Section 2107.5), if any,
received by the applicable Local Agency from taxes imposed on the purchase of motor vehicle fuels and
any payments, subventions or reimbursements received by the applicable Local Agency from the State in
lieu of such revenues.

Pursuant to the Local Agency Trust Agreements, the Authority will assign to the Certificate
Trustee all of the Authority’s rights and remedies under the Installment Sale Agreements, including, but
not limited to, the Authority’s security interest in and lien upon the Gas Tax Revenues received by the
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City of Desert Hot Springs and the City of Menifee and Measure A Receipts received by all three of the
Local Agencies. See “SECURITY AND SOURCES OF PAYMENT FOR THE LOCAL AGENCY
CERTIFICATES,” “MEASURE A REVENUES; MEASURE A RECEIPTS,” and “APPENDIX A —
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

Local Agency Certificates Reserve Funds and Reserve Subaccounts. Under each Local Agency
Trust Agreement, a Reserve Fund and a Reserve Subaccount therein will be established for the applicable
Local Agency Certificates. AGM has committed to issue, concurrently with the execution and delivery of
the Local Agency Certificates, the following debt service reserve policies (collectively, the “Reserve
Policies” and each a “Reserve Policy™):

) a debt service reserve policy for deposit in the 2020 Reserve Subaccount
established under the Local Agency Trust Agreement for the DHS Local Agency Certificates in
the initial stated amount of $348,645.30, which satisfies the Reserve Fund Requirement (as
defined herein) for, and secures the payment of principal and interest only with respect to, the
DHS Local Agency Certificates;

(i1) a debt service reserve policy for deposit in the 2020 Reserve Subaccount
established under the Local Agency Trust Agreement for the Menifee Local Agency Certificates
in the initial stated amount of $1,160,099.54, which satisfies the Reserve Fund Requirement for,
and secures the payment of principal and interest only with respect to, the Menifee Local Agency
Certificates; and

(iii) a debt service reserve policy for deposit in the 2020 Reserve Subaccount
established under the Local Agency Trust Agreement for the Moreno Valley Local Agency
Certificates in the initial stated amount of $1,425,913.24, which satisfies the Reserve Fund
Requirement for, and secures the payment of principal and interest only with respect to, the
Moreno Valley Local Agency Certificates.

See “SECURITY AND SOURCES OF PAYMENT FOR THE LOCAL AGENCY
CERTIFICATES — Local Agency Certificates Reserve Funds” and “APPENDIX A — SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS.”

Special, Limited Obligation of the Authority and Local Agencies

THE CERTIFICATES ARE LIMITED OBLIGATIONS OF THE AUTHORITY, PAYABLE
SOLELY FROM AND SECURED BY A PLEDGE OF THE POOLED REVENUES AS SPECIFIED
THEREIN AND IN PROGRAM TRUST AGREEMENT.

THE OBLIGATION OF EACH LOCAL AGENCY TO MAKE 2020 INSTALLMENT SALE
PAYMENTS UNDER ITS INSTALLMENT SALE AGREEMENT IS A SPECIAL OBLIGATION OF
SUCH LOCAL AGENCY PAYABLE SOLELY FROM MEASURE A RECEIPTS AND, IN THE
CASE OF THE CITY OF DESERT HOT SPRINGS AND THE CITY OF MENIFEE, ALSO GAS TAX
REVENUES, AND DOES NOT CONSTITUTE A DEBT OF SUCH LOCAL AGENCY, ANY OTHER
LOCAL AGENCY, THE AUTHORITY, THE STATE OF CALIFORNIA (THE “STATE”), OR ANY
POLITICAL SUBDIVISION OF THE STATE WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION, AND DOES NOT
CONSTITUTE AN OBLIGATION FOR WHICH SUCH LOCAL AGENCY, ANY OTHER LOCAL
AGENCY, THE STATE, OR ANY POLITICAL SUBDIVISION OF THE STATE IS OBLIGATED TO
LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH SUCH LOCAL AGENCY, ANY
OTHER LOCAL AGENCY, THE STATE, OR ANY POLITICAL SUBDIVISION OF THE STATE
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HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. THE AUTHORITY HAS NO TAXING
POWER.

Continuing Disclosure

In connection with the execution and delivery of the Certificates, each Local Agency will
covenant in a separate continuing disclosure agreement (each, a “Continuing Disclosure Agreement” and,
collectively, the “Continuing Disclosure Agreements”), executed for the benefit of Owners, to provide
certain financial information and operating data and notices of certain events. See “CONTINUING
DISCLOSURE” and “APPENDIX D — FORM OF LOCAL AGENCY CONTINUING DISCLOSURE
AGREEMENT.”

Forward-Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements” within the meaning of the United States Private Securities Litigation
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and
Section 27A of the United States Securities Act of 1933, as amended. Such statements are generally
identifiable by the terminology used such as “plan,” “intend,” “expect,” “propose,” “estimate,” “project,”
“budget,” “anticipate,” or other similar words. The achievement of certain results or other expectations
contained in such forward-looking statements involves known and unknown risks, uncertainties, and
other factors that may cause the actual results, performance, or achievements described to be materially
different from any future results, performance, or achievements expressed or implied by such forward-
looking statements. No updates or revisions to these forward-looking statements are expected to be issued
if or when the expectations, events, conditions, or circumstances on which such statements are based
change. The forward-looking statements in this Official Statement are subject to risks and uncertainties
that could cause actual results to differ materially from those expressed in or implied by such forward-
looking statements. READERS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON
SUCH FORWARD-LOOKING STATEMENTS, WHICH SPEAK ONLY AS OF THE DATE
HEREOF.

29 ¢

COVID-19 Pandemic

The information regarding the Local Agencies, including without limitation, Gas Tax Revenues,
and Measure A Receipts, as applicable, and information regarding the County contained in this Official
Statement is the latest available, but unless otherwise indicated are as of dates and for periods before the
economic impact of the COVID-19 pandemic and measures instituted to slow it. Accordingly, such
information is not necessarily indicative of the current financial condition or future prospects of the Local
Agencies, the County and the region. See, in particular, “RISK FACTORS — Public Health Emergencies.”

The County will not have any obligation, express or implied, with respect to payment of the
principal, premium, if any, or interest with respect to the Certificates or the Local Agency Certificates and
has not participated in the preparation of the Official Statement.

Risk Factors Associated with Purchasing the Certificates

Investment in the Certificates involves risks that may not be appropriate for some investors. See
“RISK FACTORS” for a discussion of certain risk factors which should be considered, including the
potential impact of the COVID-19 pandemic, in addition to the other matters set forth in this Official
Statement, in considering the investment quality of the Certificates.



References Qualified

The summaries of and references to all documents, statutes, reports, and other instruments
referred to in this Official Statement do not purport to be complete, comprehensive, or definitive, and
each such summary and reference is qualified in its entirety by reference to each such document, statute,
report, or instrument.

REFUNDING PLAN
Refunding of Desert Hot Springs 2012 Certificates

The Desert Hot Springs 2012 Certificates were executed and delivered in the original principal
amount of $5,925,000 for the purpose of financing the City of Desert Hot Springs’ Project. The Desert
Hot Springs 2012 Certificates are currently outstanding in the principal amount of $4,955,000.

A portion of the proceeds of the DHS Local Agency Certificates, together with certain funds on
hand (including amounts on deposit in the reserve subaccount for the Desert Hot Springs 2012
Certificates), will be deposited in an escrow fund (the “DHS Escrow Fund”) held by Wilmington Trust,
National Association, as escrow agent (the “Escrow Agent”). A portion of the amounts so deposited will
be invested by the Escrow Agent in federal securities, and the remainder will be held in cash, uninvested.
From the proceeds on deposit in the DHS Escrow Fund, the Escrow Agent will pay when due (i) the
interest and principal coming due with respect to the Desert Hot Springs 2012 Certificates on and prior to
June 1, 2022 and (ii) to prepay on June 1, 2022, the Desert Hot Springs 2012 Certificates maturing after
June 1, 2022 at the principal evidenced and represented by the Desert Hot Springs 2012 Certificates plus
accrued interest to June 1, 2022, without premium.

Refunding of Menifee 2012 Certificates

The Menifee 2012 Certificates were executed and delivered in the original principal amount of
$20,000,000 for the purpose of financing the City of Menifee’s Project. The Menifee 2012 Certificates are
currently outstanding in the principal amount of $17,025,000.

A portion of the proceeds of the Menifee Local Agency Certificates, together with certain funds
on hand (including amounts on deposit in the reserve subaccount for the Menifee 2012 Certificates), will
be deposited in an escrow fund (the “Menifee Escrow Fund”) held by the Escrow Agent. A portion of the
amounts so deposited will be invested by the Escrow Agent in federal securities, and the remainder will
be held in cash, uninvested. From the proceeds on deposit in the Menifee Escrow Fund, the Escrow Agent
will pay when due (i) the interest and principal coming due with respect to the Menifee 2012 Certificates
on and prior to June 1, 2022 and (ii) to prepay on June 1, 2022 the Menifee 2012 Certificates maturing
after June 1, 2022 at the principal evidenced and represented by the Menifee 2012 Certificates plus
accrued interest to June 1, 2022, without premium.

Refunding of Moreno Valley 2013 Certificates

The Moreno Valley 2013 Certificates were executed and delivered in the original principal
amount of $20,000,000 for the purpose of financing the City of Moreno Valley’s Project. The Moreno
Valley 2013 Certificates are currently outstanding in the principal amount of $17,885,000.

A portion of the proceeds of the Certificates, together with certain funds on hand, will be
deposited in an escrow fund (the “Moreno Valley Escrow Fund” and together with the DHS Escrow Fund
and the Menifee Escrow Fund, the “Escrow Funds”) held by the Escrow Agent. A portion of the amounts

8



so deposited will be invested by the Escrow Agent in federal securities, and the remainder will be held in
cash, uninvested. From the proceeds on deposit in the Moreno Valley Escrow Fund, the Escrow Agent
will pay when due (i) the interest and principal coming due with respect to the Moreno Valley 2013
Certificates on and prior to June 1, 2023 and (ii) to prepay on June 1, 2023 the Moreno Valley 2013
Certificates maturing after June 1, 2023 at the principal evidenced and represented by the Moreno Valley
2013 Certificates plus accrued interest to June 1, 2023, without premium.

Verification of Mathematical Accuracy

The sufficiency of the deposits in the Escrow Funds for the purposes described above will be
verified by Causey Demgen & Moore P.C., Denver, Colorado (the “Verification Agent”). Assuming the
accuracy of the Verification Agent’s computations, as a result of the deposit and application of funds as
described above in the Escrow Funds, the respective installment sale payment obligations of the Local
Agencies relating to the Prior Certificates will be discharged.

The Verification Agent has restricted its procedures to examining the arithmetical accuracy of
certain computations and has not made any study or evaluation of the assumptions and information upon
which the computations are based and, accordingly, has not expressed an opinion on the data used, the
reasonableness of the assumptions, or the achievability of the forecasted outcome.



ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS

The following table details the estimated sources and uses of Certificate proceeds.

Estimated Sources:

Certificates
Principal Amount $44,165,000.00
Less: Underwriter’s Discount (419,567.50)
Total Sources $43,745,432.50
Estimated Uses:
Deposit into the Costs of Issuance Fund $928.,666.84
Deposit into the Proceeds Fund @ 42,816,765.66
Total Uses $43,745,432.50

(" Moneys in the Costs of Issuance Fund are expected to be used to pay the fees and expenses of Special Counsel, Underwriter’s
Counsel, the Certificate Trustee, the Local Agency Certificates Trustee, Escrow Agent, the Municipal Advisor, premiums on the
Insurance Policy and the Reserve Policies, and the rating agency, as well as printing and other miscellaneous costs.

@ Moneys in the Proceeds Fund will be remitted to the Local Agency Trustee to purchase the Local Agency Certificates, and
thereafter will be transferred to the respective Escrow Funds. See “REFUNDING PLAN” above.

The following table details the estimated sources and uses of proceeds each of the Local Agency
Certificates.

DHS Menifee Moreno Valley
Local Agency Local Agency Local Agency
Estimated Sources: Certificates Certificates Certificates
Principal Amount $5,310,000.00 $17,885,000.00 $20,970,000.00
Plus: Funds Relating to the Prior Certificates 403,354.97 1,311,716.09 89.19
Less: Allocated Underwriter’s Discount" (50,445.00) (169,907.50) (199,215.00)
Total Sources

$5,662,909.97 $19,026,808.59 $20,770,874.19

Estimated Uses:
Allocated Costs of Issuance? $197,262.79 $343,085.20 $388,318.85
Deposit into DHS Escrow Fund® 5,465,647.18 -

Deposit into Menifee Escrow Fund®

-- 18,683,723.39 --
Deposit into Moreno Valley Escrow Fund ®

-- - 20,382,555.34
Total Uses $5,662,909.97 $19,026,808.59 $20,770,874.19
m
@

Represents allocable share of Underwriter’s discount with respect to the Certificates.

Represents portion of costs of executing and delivering the applicable Local Agency Certificates and an allocable share of costs of

executing and delivering the Certificates. Such costs are anticipated to be paid from the Costs of Issuance Fund held under the
Program Trust Agreement.

®  See “REFUNDING PLAN” above.
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THE CERTIFICATES
Authorization and Registration of Certificates

The Certificates are being executed and delivered by the Certificate Trustee pursuant to the
Program Trust Agreement and the Resolutions. The Certificates will be dated the date of their initial
delivery and will mature on the dates and in the principal amounts set forth on the inside cover page
hereof. The Certificates will be initially registered in the name of Cede & Co., as nominee for The
Depository Trust Company, which will act as securities depository for the Certificates. See “THE
CERTIFICATES — Book-Entry Only System” and “APPENDIX A — SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS — PROGRAM TRUST AGREEMENT.”

Payment of Certificates

The Certificates will be executed and delivered in fully registered form without coupons and,
when delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”). DTC will act as securities depository for the Certificates.
Individual purchases of Certificates may be made in book-entry form only, in the principal amount of
$5,000 or integral multiples thereof for each maturity. Purchasers will not receive certificates representing
their interest in the Certificates purchased. Payments of principal and interest with respect to the
Certificates will be made by the Certificate Trustee to DTC, which will in turn remit such principal and
interest to its participants for subsequent dispersal to beneficial owners of the Certificates as described
herein. Interest with respect to the Certificates is payable semiannually on each Interest Payment Date,
commencing December 1, 2020, until the maturity or the earlier prepayment thereof. Principal and any
prepayment premiums with respect to each Certificate will be paid on each Certificate Payment Date
upon surrender of such Certificate at the principal corporate office of the Certificate Trustee upon
maturity or the earlier prepayment thereof. See “THE CERTIFICATES — Book-Entry Only System.”

Prepayment of Certificates

Optional Prepayment of Certificates. The Certificates maturing on or before June 1, 2030, are
not subject to optional prepayment prior the respective stated maturities. The Certificates maturing on or
after June 1, 2031, will be subject to optional prepayment prior to maturity, at the option of the Authority
resulting from the optional prepayment of Local Agency Certificates, on or after June 1, 2030, in whole or
in part (by lot within any maturity), on any date, at a prepayment price equal to the principal amount to
be prepaid, plus accrued interest to the date fixed for prepayment, without premium. Each respective
Local Agency is required to provide written notice to the Authority and the Certificate Trustee at least 45
days prior to the prepayment date (or such lesser period of time acceptable to the Certificate Trustee in its
sole discretion) specifying the principal amount evidenced by and maturities of the 2020 Installment Sale
Payments to be prepaid.

Mandatory Prepayment of Certificates Upon Acceleration. The Certificates are subject to
mandatory prepayment prior to maturity, in whole or in part (by lot among Certificates with the same
maturity in any manner which the Certificate Trustee in its sole discretion shall deem appropriate), on any
date, from amounts received upon the acceleration of payments on any of the Local Agency Certificates
upon the occurrence of an event of default under a Local Agency Trust Agreement and related Installment
Sale Agreement, at a prepayment price equal to the principal amount to be prepaid, plus accrued interest
to the date fixed for prepayment, without premium.

Mandatory Sinking Fund Prepayment. The Certificates maturing on June 1, 2042, are subject to
mandatory prepayment on June 1 of each year commencing June 1, 2036, in part, from mandatory sinking
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fund payments, on each June 1 specified below, at a prepayment price equal to the principal evidenced
thereby, plus accrued interest evidenced thereby to the date fixed for prepayment, without premium. The
principal evidenced by such Certificates to be so prepaid and the dates therefor shall be as follows:

Mandatory
Prepayment Date
(June 1) Principal Amount
2036 $2,345,000
2037 2,430,000
2038 2,505,000
2039 2,585,000
2040 1,275,000
2041 1,310,000
2042 (Maturity) 1,355,000

The amount of each such prepayment shall be reduced in the event and to the extent that Local
Agency Certificates payable on the corresponding Certificate Payment Date are optionally prepaid
pursuant to the respective Local Agency Trust Agreement and applied to the prepayment of Certificates
maturing on June 1, 2042.

Purchase of Certificates in Lieu of Prepayment

In lieu of prepayment of any Certificates, amounts on deposit in the Certificate Payment Fund or
in any sinking account therein, may also be used and withdrawn by the Certificate Trustee at any time,
upon the written request of the Authority, upon the direction of the respective Local Agency, for the
purchase of such Certificates at public or private sale as and when and at such prices (including brokerage
and other charges, but excluding accrued interest that is payable from the Interest Fund) as the Authority,
upon direction of the respective Local Agency, may in its discretion determine, but not in excess of the
principal amount thereof plus accrued interest to the purchase date. The principal amount represented by
any Certificates so purchased by the Certificate Trustee in any twelve-month period ending 60 days prior
to any Certificate Payment Date in any year will be credited towards and shall reduce the principal
amount of such Term Certificates, if any, required to be prepaid on such Certificate Payment Date in such
year.

Selection of Certificates for Prepayment

Whenever provision is made in the Program Trust Agreement for the prepayment or purchase of
less than all of the Certificates or any given portion thereof, the Certificate Trustee will, subject to the
following sentence, select the Certificates to be prepaid or purchased, from all Certificates subject to
prepayment or purchase or such given portion thereof equal to a multiple of $5,000 or any integral
multiple thereof not previously called for prepayment or purchase. Upon notice of any optional
prepayment pursuant to the Program Trust Agreement, or receipt of moneys resulting in a mandatory
prepayment pursuant to the Program Trust Agreement, the Certificate Trustee will request the Cash Flow
Consultant to prepare a Cash Flow Report identifying the principal amount and maturities of the
Certificates to be prepaid. The Certificate Trustee will promptly notify the Authority in writing of any
prepayment or purchase of Certificates and of the Certificates or portions thereof so selected for
prepayment or purchase.

Notice of Prepayment

So long as DTC is acting as securities depository for the Certificates, notice of redemption,
containing the information required by the Program Trust Agreement, will be mailed by first class mail,
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postage prepaid, by the Certificate Trustee, upon direction of the respective Local Agency attributable to
the optional prepayment of Local Agency Certificates, to DTC (not to the Beneficial Owners of any
Certificates designated for redemption) not less than thirty (30) nor more than sixty (60) days prior to the
prepayment or purchase date, or, if the Certificates are no longer held by the Depository, to the Securities
Depositories and the Municipal Securities Rulemaking Board through its Electronic Municipal
Marketplace Access (“EMMA”) System. Each notice of prepayment or purchase shall state the date of
such notice, the date of initial execution and delivery of the Certificates, the prepayment or purchase date,
the Prepayment Price or Purchase Price, the place or places of prepayment or purchase (including the
name and appropriate address or addresses of the Certificate Trustee), the CUSIP number (if any) of the
Certificates of each Certificate Payment Date or Dates, and, if less than all of the Certificates of any such
Certificate Payment Date, the distinctive certificate numbers of the Certificates with such Certificate
Payment Date, to be prepaid or purchased and, in the case of Certificates to be prepaid or purchased in
part only, the respective portions of the principal amount thereof to be prepaid or purchased. Each such
notice shall also state that on said date there will become due and payable on each of said Certificates the
Prepayment Price or Purchase Price represented thereby or of said specified portion of the principal
amount thereof in the case of a Certificate to be prepaid or purchased in part only, together with interest
accrued with respect thereto to the prepayment or purchase date, and that from and after such prepayment
or purchase date, interest thereon shall cease to accrue, and shall require that such Certificates be then
surrendered at the address or addresses of the Certificate Trustee specified in the prepayment or purchase
notice.

Conditional notice of optional prepayment may be given at the direction of the Authority and
shall be given if funds sufficient to prepay the Certificates are not then on deposit with the Certificate
Trustee. If at the time of mailing of notice, funds are not then on deposit with the Certificate Trustee,
such notice shall state that it is conditional upon the deposit of the funds not later than the opening of
business on the date of prepayment of the Certificates, and such notice shall be of no effect unless such
moneys are so deposited.

Failure by the Certificate Trustee to give notice of optional redemption to EMMA or the
Securities Depositories, or failure by the Certificate Trustee to mail notice of prepayment or purchase to
any one or more of the respective Owners of any Certificates designated for prepayment or purchase,
shall not affect the sufficiency of the proceedings for prepayment or purchase.

Partial Prepayment or Purchase of Certificates

Upon surrender of any Certificate to be prepaid or purchased in part only, the Certificate Trustee
will execute and deliver to the registered owner thereof, at the expense of the Authority, a new Certificate
or Certificates of authorized denominations, and having the same Certificate Payment Date, equal in
aggregate principal amount to the unprepaid or unpurchased portion of the Certificate surrendered.

Effect of Prepayment

Notice of prepayment having been duly given as described above, and moneys for payment of the
principal and prepayment premium, if any, represented by the Certificates (or portions thereof) so called
for prepayment (the “Prepayment Price”), together with interest accrued to the prepayment date with
respect to such Certificates (or portions thereof) so called for prepayment, being held by the Certificate
Trustee, on the prepayment date designated in such notice, the Certificates (or portions thereof) so called
for prepayment shall become due and payable at the Prepayment Price specified in such notice and
interest accrued with respect thereto to the prepayment date, interest with respect to the Certificates so
called for prepayment shall cease to accrue, said Certificates (or portions thereof) will cease to be entitled
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to any benefit or security under the Program Trust Agreement, and the Owners of said Certificates shall
have no rights in respect thereof except to receive payment of said Prepayment Price and accrued interest.

Book-Entry Only System

The following information regarding DTC and its book-entry system has been provided by DTC
and has not been verified for accuracy or completeness by the Authority or any Local Agency, and neither
the Authority nor any Local Agency shall have any liability with respect thereto. Neither the Authority nor
any Local Agency shall have any responsibility or liability for any aspects of the records maintained by
DTC relating to, or payments made on account of, beneficial ownership, or for maintaining, supervising,
or reviewing any records maintained by DTC relating to beneficial ownership, of interests in the
Certificates.

DTC will act as securities depository for the Certificates. The Certificates will be executed and
delivered 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
certificate will be issued for each maturity of the Certificates, each in the aggregate principal amount of
such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing 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 SEC. More information
about DTC can be found at www.dtcc.com. The foregoing reference to an internet website is made for
reference and convenience only; the information contained within the website has not been reviewed by
the Authority or any Local Agency and is not incorporated in this Official Statement by reference.

Purchases of Certificates under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Certificates on DTC’s records. The ownership interest of each actual
purchaser of each Certificate (“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
Certificates are to be accomplished by entries made on the books of Direct and Indirect Participants acting
on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their

14



ownership interests in Certificates except in the event that use of the book-entry system for the
Certificates is discontinued.

To facilitate subsequent transfers, all Certificates 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 Certificates 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 Certificates; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such Certificates are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
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 Certificates may wish to take
certain steps to augment transmission to them of notices of significant events with respect to the
Certificates, such as prepayments, tenders, defaults, and proposed amendments to the Certificate
documents. For example, Beneficial Owners of Certificates may wish to ascertain that the nominee
holding the Certificates for their benefit has agreed to obtain and transmit notices to Beneficial Owners or,
in the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and
request that copies of the notices be provided directly to them.

Prepayment notices shall be sent to DTC. If less than all of the Certificates within an issue are
being prepaid, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant
in such issue to be prepaid.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Certificates unless authorized by a Direct Participant in accordance with DTC’s MMI procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to the Authority 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 Certificates are credited on the Record Date (identified in a listing attached to the
Omnibus Proxy).

Principal and interest payments with respect to the Certificates will be made to Cede & Co. or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to
credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information
from the Authority or the Certificate Trustee, on the 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 nor its nominee, the Certificate Trustee or the Authority, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of principal and interest to Cede
& Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Authority or the Certificate 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.

DTC may discontinue providing its services as securities depository with respect to the
Certificates at any time by giving reasonable notice to the Authority or the Certificate Trustee. Under

15



such circumstances, in the event that a successor securities depository is not obtained, Certificates are
required to be printed and delivered in accordance with the terms of the Program Trust Agreement.

The Authority may decide to discontinue use of the system of book-entry only transfers through
DTC (or a successor securities depository). In that event, Certificates will be printed and delivered to
DTC in accordance with the terms of the Program Trust Agreement.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC’S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE AUTHORITY BELIEVES TO BE
RELIABLE, BUT THE AUTHORITY TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF. THE AUTHORITY GIVES NO ASSURANCES THAT DTC WILL DISTRIBUTE
PAYMENTS TO DTC PARTICIPANTS OR THAT PARTICIPANTS OR OTHERS WILL
DISTRIBUTE PAYMENTS WITH RESPECT TO THE CERTIFICATES RECEIVED BY DTC OR ITS
NOMINEES AS THE REGISTERED OWNER, ANY PREPAYMENT NOTICES, OR OTHER
NOTICES TO THE BENEFICIAL OWNERS, OR THAT THEY WILL DO SO ON A TIMELY BASIS,
OR THAT DTC WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL
STATEMENT.

[Remainder of Page Intentionally Left Blank]
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Debt Service

The table below presents the annual debt service with respect to the Certificates (including
sinking account prepayments), assuming that there are no optional prepayments, for the year ending on

June 1 in the years shown.

Debt Service Schedule
Certificates
Certificates
Date Certificates Certificates Total
(June 1) Principal Interest Debt Service
2021 $2,305,000.00 $629,658.08 $2,934,658.08
2022 1,835,000.00 962,835.52 2,797,835.52
2023 1,840,000.00 952,100.78 2,792,100.78
2024 1,850,000.00 939,202.36 2,789,202.36
2025 1,875,000.00 921,423.86 2,796,423.86
2026 1,900,000.00 901,530.10 2,801,530.10
2027 1,925,000.00 874,892.10 2,799,892.10
2028 1,945,000.00 844,053.60 2,789,053.60
2029 1,990,000.00 806,729.06 2,796,729.06
2030 2,025,000.00 766,550.96 2,791,550.96
2031 2,075,000.00 723,641.22 2,798,641.22
2032 2,120,000.00 676,559.46 2,796,559.46
2033 2,170,000.00 625,276.66 2,795,276.66
2034 2,220,000.00 569,529.36 2,789,529.36
2035 2,285,000.00 510,277.56 2,795,277.56
2036 2,345,000.00 447,005.90 2,792,005.90
2037 2,430,000.00 371,074.80 2,801,074.80
2038 2,505,000.00 292,391.40 2,797,391.40
2039 2,585,000.00 211,279.50 2,796,279.50
2040 1,275,000.00 127,577.20 1,402,577.20
2041 1,310,000.00 86,292.70 1,396,292.70
2042 1,355,000.00 43,874.90 1,398,874.90
Total $44,165,000.00 $13,283,757.08 $57,448,757.08

Source: Underwriter.
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The table below presents the respective 2020 Installment Sale Payments to be made by each of
the Local Agencies to pay debt service on their respective Local Agency Certificates, assuming that there
are no optional prepayments, for the year ending on June 1 in the years shown. While Measure A
Revenues will be collected in the County for a thirty-year period ending on June 30, 2039, Installment
Sale Payments will be payable by the Local Agencies through and including June 1, 2042. Investors
should be aware that no Measure A Revenues will be allocated by the Commission to the Local Agencies
and be available to make Installment Sale Payments in fiscal years 2040, 2041, and 2042. See “RISK
FACTORS - Limitations on Use of Measure A Revenues.” Accordingly, commencing in fiscal year 2040
through 2042, the sole source of the 2020 Installment Payments of the City of Desert Hot Springs and the
City of Menifee will be their respective Gas Tax Revenues.

City of City of City of
Desert Hot Springs Menifee Moreno Valley Total
Total Total Total 2020 Installment Sale
Date 2020 Installment Sale 2020 Installment Sale 2020 Installment Sale Payments for
(June 1) Payments®” Payments Payments All Local Agencies
2021 $348,645.30 $1,160,099.54 $1,425,913.24 $2,934,658.08
2022 320,337.56 1,080,702.60 1,396,795.36 2,797,835.52
2023 319,167.56 1,076,753.86 1,396,179.36 2,792,100.78
2024 317,765.56 1,077,022.10 1,394,414.70 2,789,202.36
2025 320,843.56 1,080,487.30 1,395,093.00 2,796,423.86
2026 323,668.50 1,083,166.40 1,394,695.20 2,801,530.10
2027 320,724.30 1,083,352.40 1,395,815.40 2,799,892.10
2028 317,360.10 1,081,978.20 1,389,715.30 2,789,053.60
2029 323,330.20 1,078,161.40 1,395,237.46 2,796,729.06
2030 318,888.40 1,078,422.70 1,394,239.86 2,791,550.96
2031 324,226.60 1,082,636.16 1,391,778.46 2,798,641.22
2032 319,007.90 1,080,278.30 1,397,273.26 2,796,559.46
2033 323,444.20 1,076,410.10 1,395,422.36 2,795,276.66
2034 317,278.60 1,075,986.56 1,396,264.20 2,789,529.36
2035 320,873.00 1,079,234.20 1,395,170.36 2,795,277.56
2036 318,950.50 1,080,974.60 1,392,080.80 2,792,005.90
2037 320,693.60 1,082,965.90 1,397,415.30 2,801,074.80
2038 322,112.90 1,078,985.80 1,396,292.70 2,797,391.40
2039 318,208.40 1,079,196.20 1,398,874.90 2,796,279.50
2040 319,142.00 1,083,435.20 -- 1,402,577.20
2041 319,751.80 1,076,540.90 -- 1,396,292.70
2042 320,037.80 1,078,837.10 -- 1,398,874.90
Total $7,074,458.34 $23,835,627.52 $26,538,671.22 $57,448,757.08

(1) Due on or before 15 days prior to each Interest Payment Date.
Source: Underwriter.
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SECURITY AND SOURCES OF PAYMENT FOR
THE CERTIFICATES

Pledge of Pooled Revenues

All Pooled Revenues and any other amounts (including proceeds of the sale of the Certificates)
held by the Certificate Trustee in any fund or account established under the Program Trust Agreement are
irrevocably pledged to the payment of the principal, interest and premium, if any, evidenced and
represented by the Certificates as provided therein, and the Pooled Revenues shall not be used for any
other purpose while any of the Certificates remain Outstanding; provided, however, that out of the Pooled
Revenues and other moneys there may be applied such sums for such purposes as are permitted under the
Program Trust Agreement. Such pledge shall constitute a first pledge of and charge and lien upon the
Pooled Revenues and all other moneys on deposit in the funds and accounts established under the
Program Trust Agreement for the payment of the interest and principal evidenced and represented by the
Certificates in accordance with the terms thereof and the Program Trust Agreement.

Pledge of Pooled Revenues and Other Amounts. Under the Program Trust Agreement, the Local
Agency Certificates, as evidenced and represented by the Certificates, are irrevocably deposited with and
pledged and transferred to the Certificate Trustee, who is the registered owner of each Local Agency
Certificate for the benefit of the Owners of the Certificates and the payments on the Local Agency
Certificates shall be used for the punctual payment of the interest and principal evidenced and represented
by the Certificates, and the Local Agency Certificates shall not be used for any other purpose while any of
the Certificates remain Outstanding. Such deposit, transfer and pledge shall constitute a first and
exclusive lien on the principal and interest payments of the Local Agency Certificates for the foregoing
purpose in accordance with the terms of the Program Trust Agreement.

All principal and interest payments on the Local Agency Certificates shall be paid directly by
Local Agency Certificates Trustee to the Certificate Trustee. All principal and interest payments on the
Local Agency Certificates received by the Certificate Trustee shall be held in trust by the Certificate
Trustee under the terms of the Program Trust Agreement and shall be deposited by it, as and when
received, in the appropriate Payment Account within the Certificate Payment Fund, which fund the
Certificate Trustee agrees to maintain so long as any Certificates are Outstanding, and all money in such
fund shall be held in trust by the Certificate Trustee for the benefit of the Local Agency submitting such
money until deposited in the funds specified in the Program Trust Agreement, whereupon such money
shall be held in trust in such funds by the Certificate Trustee for the benefit and security of the Owners to
the extent provided in the Program Trust Agreement, and invested by the Certificate Trustee in
accordance with written instruction to invest delivered in accordance with the Program Trust Agreement.

In the event of any failure to make the required deposits, the Certificate Trustee shall as soon as
practical (but in any event within five Business Days) notify the respective Local Agency or Local
Agencies and the Rating Agency of such failure. If the Certificate Trustee receives Certificate payments
in excess of the amounts required to pay the principal and interest due on such Local Agency’s Certificate
on a respective Interest Payment Date and/or Certificate Payment Date, such excess amounts shall remain
in the appropriate Local Agency’s Payment Account in the Certificate Payment Fund and shall be
transferred to such Local Agency following payment of the amount of Certificates evidencing and
representing such Local Agency’s Certificate. Under the Program Trust Agreement, the Local Agencies,
to the extent they have any interest in such fund, pledge, transfer, assign and grant a lien on and a security
interest in the Certificate Payment Fund to the Certificate Trustee for the benefit of the Owners.

Definition of Pooled Revenues. “Pooled Revenues” is defined in the Program Trust Agreement
to mean all interest and principal payments becoming due and payable on the Local Agency Certificates
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and other payments paid by the Local Agencies and received by the Authority pursuant to the Local
Agency Trust Agreements and all interest or other income from any investment of any money in any fund
or account pursuant to the Program Trust Agreement.

Assignment to Certificate Trustee. The Authority also assigns to the Certificate Trustee all of the
Authority’s rights and remedies under the Certificates, the Local Agency Trust Agreements and the
Installment Sale Agreements, including, but not limited to, the Authority’s security interest in and lien
upon the Pooled Revenues.

Receipts and Deposits in the Certificate Payment Fund

In order to carry out and effectuate the pledge, charge and lien contained in the Program Trust
Agreement, the Authority agrees and covenants that all Pooled Revenues when and as received shall be
received by the Authority in trust under the Program Trust Agreement for the benefit of the Owners of the
Certificates and shall be deposited when and as received by the Authority in the Certificate Payment Fund
which fund the Authority agrees and covenants in the Program Trust Agreement to maintain with the
Certificate Trustee so long as any Certificates shall be Outstanding under the Program Trust Agreement.
Under the Program Trust Agreement, all Pooled Revenues shall be accounted for separately for each
Local Agency and held in trust in the Certificate Payment Fund. All Pooled Revenues, whether received
by the Authority in trust or deposited with the Certificate Trustee as provided in the Program Trust
Agreement, shall nevertheless be allocated, applied and disbursed solely for the purposes and uses set
forth in the Program Trust Agreement as described below, and shall be accounted for separately and apart
from all other accounts, funds, money or other resources of the Authority, and the Authority shall have no
beneficial right or interest in any of the Pooled Revenues except only as provided in the Program Trust
Agreement.

Use of Money in the Certificate Payment Fund
Under the Program Trust Agreement, all money in the Certificate Payment Fund shall be set aside

by the Certificate Trustee in the following respective special funds and accounts within the Certificate
Payment Fund in the following order of priority:

(D Interest Fund, and within the Interest Fund, an Interest Payment Account for each Local
Agency;

2) Principal Fund, and within the Principal Fund, a Principal Payment Account for each
Local Agency;

3) Administration Fund, and within the Administration Fund, an Administration Subaccount

for each Local Agency; and
“4) Surplus Account.

All money in each of such accounts shall be held in trust by the Certificate Trustee and shall be
applied, used and withdrawn only for the purposes authorized in Program Trust Agreement, as described
below. Notwithstanding the foregoing, the Certificate Trustee need not create separate accounts within
the Interest Fund, the Principal Fund and the Administration Fund, but shall keep sufficient records to
account separately for the deposits attributable to each Local Agency.

(a) Interest Fund. On or before the Business Day immediately preceding each Interest
Payment Date, the Certificate Trustee shall set aside that amount of money representing the interest
becoming due and payable on the Certificates on such Interest Payment Date. All money in the Interest
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Fund shall be used and withdrawn by the Certificate Trustee solely for the purpose of paying the interest
evidenced and represented by the Certificates as it shall become due and payable (including accrued
interest evidenced and represented by any Certificates purchased or prepaid prior to the payment dates
thereof).

(b) Principal Fund. On or before the Business Day immediately preceding each Certificate
Payment Date the Certificate Trustee shall set aside that amount of money representing the principal
becoming due and payable on the Certificates on such Certificate Payment Date. All money in the
Principal Fund shall be used and withdrawn by the Certificate Trustee solely for the purpose of paying the
principal evidenced and represented by the Certificates as it shall become due and payable, whether on
their respective Certificate Payment Dates or prepayment, except that any money in any sinking fund
account shall be used and withdrawn by the Certificate Trustee only to purchase or to prepay or to pay
Term Certificates for which such sinking fund account was created.

() Surplus Account. On the Business Day immediately following each Interest Payment
Date the Certificate Trustee shall deposit in the Surplus Account all money remaining in the Certificate
Payment Fund after the deposits required by paragraphs (a), (b), and (c) of this section have been made.
On June 30 of each year, beginning on June 30, 2021, the Certificate Trustee shall disburse the money in
the Surplus Account to each Local Agency to the extent each such Local Agency’s deposit of moneys,
together with investment earnings thereon, if any, exceeded the deposits required by paragraphs (1), (2),
and (3) of this section.

No Reserve Fund for Certificates; Local Agency Certificate Reserve Funds

Neither the Authority nor the Local Agencies will establish debt service reserve fund for the
Certificates.

Under each Local Agency Trust Agreement, each Local Agency will establish a Reserve Fund
and a Reserve Subaccount in an amount equal to their respective Reserve Fund Requirement. The
respective Reserve Fund Requirements under the Local Agency Trust Agreements, will be satisfied by the
delivery of the Reserve Policies on the Closing Date by AGM. See “SECURITY AND SOURCES OF
PAYMENT FOR THE LOCAL AGENCY CERTIFICATES — Local Agency Certificates Reserve Funds”
and “APPENDIX A — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

Bond Insurance Policy
The scheduled payment of principal and interest with respect to the Certificates when due will be
guaranteed under the Insurance Policy to be issued concurrently with the delivery of the Certificates by

AGM. For a more detailed description of the Insurance Policy and AGM, see “BOND INSURANCE” and
“APPENDIX E — SPECIMEN MUNICIPAL BOND INSURANCE POLICY.”
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SECURITY AND SOURCES OF PAYMENT FOR
THE LOCAL AGENCY CERTIFICATES

2020 Installment Sale Payments

The Local Agency Certificates evidence proportionate and undivided interests of the Owners
thereof in the respective 2020 Installment Sale Payments required to be made by the Local Agencies to
the Authority under their respective Installment Sale Agreements. The 2020 Installment Sale Payments
required to be paid by each of the Local Agencies under their respective Installment Sale Agreement are
payable from and secured by a first lien on their respective Measure A Receipts. In addition, the 2020
Installment Sale Payments required to be paid by the City of Desert Hot Springs and the City of Menifee
are also payable from and secured by a first lien on their respective Gas Tax Revenues. See “SECURITY
AND SOURCES OF PAYMENT FOR THE LOCAL AGENCY CERTIFICATES — Pledge of Gas Tax
Revenues” and “— Pledge of Measure A Receipts.”

The aggregate of the 2020 Installment Sale Payments of the Local Agencies are designed to be
sufficient, in both time and amount, to pay, when due, the principal and interest evidenced and
represented by the Local Agency Certificates. Each Local Agency is solely responsible for the payment of
the 2020 Installment Sale Payments required to be paid pursuant to its Installment Sale Agreement, and
no Local Agency is responsible for the payment of any 2020 Installment Sale Payments of any other
Local Agency.

Pursuant to the Local Agency Trust Agreements, the Authority will assign to the Local Agency
Certificates Trustee, for the benefit of the Owners, its rights under the Installment Sale Agreements,
including, but not limited to, the Authority’s security interest in and lien upon the Gas Tax Revenues
(under the Installment Sale Agreements of the City of Desert Hot Springs and the City of Menifee) and
Measure A Receipts (under the Installment Sale Agreement with all three Local Agencies). See
“APPENDIX A - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.”

Pledge of Gas Tax Revenues

Under each of the Installment Sale Agreements with the City of Desert Hot Springs and the City
of Menifee, all of the respective Gas Tax Revenues received by the applicable Local Agency and any
other amounts (including proceeds of the sale of the Certificates) held by the Local Agency Certificates
Trustee in any fund or account established under the respective Local Agency Trust Agreement will be
irrevocably pledged to the payment of the principal, interest, and prepayment premium, if any, evidenced
and represented by the respective Local Agency Certificates as provided in the respective Local Agency
Trust Agreements, and the respective Gas Tax Revenues of such Local Agencies will not be used for any
other purpose while any of the applicable 2020 Installment Sale Payments remain outstanding; provided,
however, that out of the Gas Tax Revenues and other moneys there may be applied such sums for such
purposes as are permitted under such Local Agency Trust Agreements and the Installment Sale
Agreements with the City of Desert Hot Springs and the City of Menifee. Such pledge will constitute a
first pledge of and charge and lien upon the Gas Tax Revenues of the applicable Local Agency and all
other moneys on deposit in the funds and accounts established under the applicable Local Agency Trust
Agreement for the payment of the interest and principal with respect to the applicable Local Agency
Certificates in accordance with the terms of the applicable Local Agency Trust Agreement. Pursuant to
the Local Agency Trust Agreements relating to the DHS Local Agency Certificates and the Menifee
Local Agency Certificates, the Authority will assign to the Local Agency Trustee all of the Authority’s
rights and remedies under the respective Installment Sale Agreements with the City of Desert Hot Springs
and the City of Menifee, including, but not limited to, the Authority’s security interest in and lien upon
the respective Gas Tax Revenues of the City of Desert Hot Springs and the City of Menifee. The Gas Tax
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Revenues of the City of Desert Hot Springs will not be pledged to secure, nor will they be available for,
the payment of 2020 Installment Sale Payments of any other Local Agency. Likewise, the Gas Tax
Revenues of the City of Menifee will be pledged to secure, nor will they be available for, the payment of
the 2020 Installment Sale Payments of any of the Local Agency.

The term “Gas Tax Revenues” is defined in the Installment Sale Agreements with the City of
Desert Hot Springs and the City of Menifee to mean all amounts received by the applicable Local Agency
from the State in accordance with Streets and Highways Code Sections 2103, 2104(d), (e) and (f), 2105,
2106 and 2107, as such provisions may be amended, and all other revenues (except revenues received by
the applicable Local Agency in accordance with Streets and Highways Code Section 2107.5), if any,
received by the applicable Local Agency from taxes imposed on the purchase of motor vehicle fuels and
any payments, subventions or reimbursements received by the applicable Local Agency from the State in
lieu of such revenues. For more information regarding the Gas Tax Funds and the historical Gas
Tax Revenues, see “GAS TAX REVENUES.” See also “RISK FACTORS.”

Pledge of Measure A Receipts

Under each of the Installment Sale Agreements, all of the respective Measure A Receipts of the
applicable Local Agency held by the Local Agency Certificates Trustee in any fund or account
established under the Local Agency Trust Agreements will be irrevocably pledged to the payment of the
principal, interest, and prepayment premium, if any, evidenced and represented by the Local Agency
Certificates as provided in the respective Local Agency Trust Agreements, and the respective Measure A
Receipts of each Local Agency will not be used for any other purpose while any of their respective Local
Agency Certificates remain outstanding; provided, however, that out of the Measure A Receipts there
may be applied such sums for such purposes as are permitted under the Local Agency Trust Agreements
and the Installment Sale Agreements. Such pledge will constitute a first pledge of and charge and lien
upon the Measure A Receipts of the applicable Local Agency on deposit in the funds and accounts
established under the applicable Local Agency Trust Agreement for the payment of the interest and
principal with respect to the applicable Local Agency Certificates in accordance with the terms of the
applicable Local Agency Trust Agreement. Pursuant to the Local Agency Trust Agreements, the
Authority will assign to the Local Agency Trustee all of the Authority’s rights and remedies under the
respective Installment Sale Agreements, including, but not limited to, the Authority’s security interest in
and lien upon the respective Measure A Receipts of each of the Local Agencies. The respective Measure
A Receipts of a Local Agency will not be pledged to secure, nor will they be available for, the payment of
Installment Sale Payments of any other Local Agency.

The term “Measure A Receipts” is defined in the Installment Sale Agreements to mean
Measure A Revenues allocated by the Commission to the applicable Local Agency pursuant to the
Measure A Ordinance, to the extent the applicable Project constitutes a Measure A Project.

The term “Measure A Revenues” is defined in each Installment Sale Agreement to mean revenues
of the Commission derived from the Measure A Sales Tax imposed in the County pursuant to the
Measure A Sales Tax Act, and the Measure A Ordinance. Measure A Revenues are allocated by the
Commission to the Local Agencies on a basis that is subordinate to the Commission’s payment with
respect to its Senior Lien Measure A Obligations, as described herein. See “MEASURE A REVENUES;
MEASURE A RECEIPTS — Senior Lien Measure A Obligations” and “ — Collection and Allocation of
Measure A Revenues” and “RISK FACTORS — Senior Lien Measure A Obligations.” Only the portion of
Measure A Revenues allocated by the Commission to each Local Agency constituting Measure A
Receipts may be applied to pay the applicable 2020 Installment Sale Payments. See “RISK FACTORS —
Limitations on Use of Measure A Revenues.”
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For more information regarding the portion of Measure A Revenues historically allocated by the
Commission to each Local Agency, see “MEASURE A REVENUES; MEASURE A RECEIPTS.” See
also “RISK FACTORS.”

Pledged Tax Fund

Under each of Local Agency Trust Agreement, in order to carry out and effectuate the pledge,
charge, and lien contained therein, the Authority will covenant that all Measure A Receipts when and as
received shall be received by the Authority in trust for the benefit of the Owners and shall be deposited
when and as received by the Authority in the respective Revenue Fund created and maintained by the
Local Agency Certificates Trustee under each Local Agency Trust Agreement. In addition, under each of
the Local Agency Trust Agreements relating to the DHS Local Agency Certificates and the Menifee
Local Agency Certificates, in order to carry out and effectuate the pledge, charge, and lien contained
therein, the Authority will also covenant that all Gas Tax Revenues when and as received shall be
received by the Authority in trust for the benefit of the Owners and shall be deposited when and as
received by the Authority in the applicable Revenue Fund. All Gas Tax Revenues and Measure A
Receipts shall be accounted separately for each Local Agency and held in trust in the applicable Revenue
Fund.

Under each Local Agency Trust Agreement, the following funds and accounts will be or has been
established within each Revenue Fund: (i) Interest Fund and, within the Interest Fund, an Interest
Payment Account for each Local Agency; (ii) Principal Fund and, within the Principal Fund, a Principal
Payment Account for each Local Agency; (iii) Reserve Fund and, within the Reserve Fund, a Reserve
Subaccount for each Local Agency; (iv) Administration Fund and, within the Administration Fund, an
Administration Subaccount for each Local Agency; and (v) Surplus Account.

In order to carry out and effectuate the obligation of each Local Agency contained in its
Installment Sale Agreement to pay the 2020 Installment Sale Payments and the Administration Fee (as
defined below), each Local Agency will agree and covenant in its Installment Sale Agreement that it has
established a Pledged Tax Fund (each, a “Pledged Tax Fund”) and within each Pledged Tax Fund, a
“Measure A Receipts Account.” In addition, the City of Desert Hot Springs and the City of Menifee will
agree and covenant in their respective Installment Sale Agreement to maintain within their respective
Pledged Tax Fund, a Gas Tax Fund (each, a “Gas Tax Fund”). Each Local Agency will agree and
covenant to maintain such fund and accounts, as applicable, so long as any 2020 Installment Sale
Payments remain unpaid, and all money on deposit therein shall be applied and used only as provided in
the applicable Installment Sale Agreement.

Each Local Agency will agree and covenant that all Measure A Receipts received by it shall be
deposited when and as received in the Local Agency’s Measure A Receipts Account. Additionally, the
City of Desert Hot Springs and the City of Menifee will agree and covenant that all Gas Tax Revenues
received by it shall be deposited when and as received in the Local Agency’s Gas Tax Account. All of the
Measure A Receipts, and, if applicable, Gas Tax Revenues and all money in their respective Pledged Tax
Fund and in the funds or accounts so specified and provided for the respective Installment Sale
Agreements will be irrevocably pledged to the punctual payment of the respective 2020 Installment Sale
Payments of the Local Agencies and the respective Administration Fee, and the Measure A Receipts, and,
if applicable, Gas Tax Revenues and such other money shall not be used for any other purpose while any
of the 2020 Installment Sale Payments remain outstanding; subject to the provisions of the Installment
Sale Agreements permitting application thereof for the purposes and on the terms and conditions set forth
therein. Such pledge shall constitute a first lien on the Measure A Receipts, and, if applicable, Gas Tax
Revenues and such other money for the payment of the respective 2020 Installment Sale Payments and
the respective Administration Fee in accordance with the terms of the Installment Sale Agreements.
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Notwithstanding the foregoing, each Local Agency may satisfy its respective obligation to
deposit 2020 Installment Sale Payments with the Local Agency Certificates Trustee by depositing Other
Available Revenues with the Local Agency Certificates Trustee, and, if and when so deposited, such
Other Available Revenues shall be irrevocably pledged to the payment of their respective 2020
Installment Sale Payments. The term “Other Available Revenues” is defined in the Installment Sale
Agreements as revenues, other than Gas Tax Revenues and/or Measure A Receipts, as applicable, legally
available to the applicable Local Agency to make their respective 2020 Installment Sale Payments.

Under each Installment Sale Agreement, all Revenues on deposit in the applicable Pledged Tax
Fund shall be set aside and deposited by the applicable Local Agency in the various funds and accounts
within the applicable Revenue Fund at the following times in the following order of priority:

Interest Fund and Principal Fund Deposits. On or before the 15th day preceding each
Interest Payment Date, the applicable Local Agency shall, from the money in the applicable
Pledged Tax Fund, transfer to the Local Agency Certificates Trustee for deposit in such Local
Agency’s Interest Payment Account in the Interest Fund within the Revenue Fund, a sum equal to
the interest becoming due and payable on the next succeeding Interest Payment Date, except that
no such deposit need be made if the Local Agency Certificates Trustee then holds money in such
Interest Payment Account equal to the amount of interest becoming due and payable with respect
to such Local Agency on the next succeeding Interest Payment Date; and on or before the 15th
day preceding each Certificate Payment Date, such Local Agency shall, from the money in the
applicable Pledged Tax Fund, transfer to the Local Agency Certificates Trustee for deposit in
such Local Agency’s Principal Payment Account in the Principal Fund within the Revenue Fund,
a sum equal to the principal becoming due and payable on the next succeeding 2020 Installment
Sale Payment Date, except that no such deposit need be made if the Local Agency Certificates
Trustee then holds money in such Principal Payment Account equal to the amount of Principal
becoming due and payable with respect to under the applicable Local Agency Trust Agreement
on the next succeeding 2020 Installment Sale Payment Date.

Reserve Fund Deposit. On or before the 15th day of each month, each Local Agency
shall, from the moneys in the applicable Pledged Tax Fund, transfer to the Local Agency
Certificates Trustee for deposit in such Local Agency’s Reserve Subaccount in the Reserve Fund
within the applicable Revenue Fund that sum, if any, necessary to restore such Reserve
Subaccount to an amount equal to the applicable Reserve Fund Requirement, all in accordance
with and subject to the terms and conditions of the applicable Local Agency Trust Agreement. All
money in each Reserve Subaccount shall be used and withdrawn by the Local Agency
Certificates Trustee for the purposes specified in the applicable Local Agency Trust Agreement.
Each Local Agency has determined to deposit the Reserve Policy relating to its Local Agency
Certificates in such Local Agency's Reserve Subaccount, representing an amount equal to the
Reserve Fund Requirement for the Local Agency and to assume the reimbursement and payment
obligations provided in its respective Installment Sale Agreement.

Administration Fund Deposit. On or before the 15th day preceding each Certificate
Payment Date, each Local Agency shall, from the remaining moneys on deposit in the applicable
Pledged Tax Fund, transfer to the Local Agency Certificates Trustee for deposit in such Local
Agency’s Administration Subaccount in the applicable Administration Fund within the applicable
Revenue Fund, a sum equal to the applicable Administration Fee becoming due and payable
under the applicable Local Agency Trust Agreement on the next Certificate Payment Date, and
all money on deposit in the Administration Subaccount shall be used to pay the Administration
Fee due on such Certificate Payment Date, in accordance with the terms of the Local Agency
Trust Agreement. “Administration Fee” means, for each Local Agency, an amount equal to the
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sum of the respective annual administration fees charged by the Authority, the Local Agency
Certificates Trustee, and the Rebate Analyst, payable on the 15th day of the month preceding
each Certificate Payment Date.

Notwithstanding the foregoing, provided all transfers described above under the
subheadings “Reserve Fund Deposit” and “Administrative Fund Deposit” have been made, on any
Business Day moneys on deposit in the applicable Pledged Tax Fund in excess of the sum of (i)
interest becoming due and payable under a Local Agency’s Installment Sale Agreement on the next
succeeding Interest Payment Date (less amounts then held by the Local Agency Certificates Trustee
in the Interest Payment Account) and (ii) the Pro Rata Share of Principal (less amounts then held
by the Local Agency Certificates Trustee in the Principal Payment Account) may be expended by
such Local Agency at any time for any purpose permitted by law. “Pro Rata Share of Principal” is
defined in each Installment Sale Agreement to mean, during any month, an amount of principal becoming
due and payable thereunder on the next succeeding Certificate Payment Date that would have accrued if
such principal were deemed to accrue monthly in equal amounts from the preceding Certificate Payment
Date.

Deposit of Other Available Revenues

Notwithstanding the pledge of Gas Tax Revenues by the City of Desert Hot Springs and City of
Menifee and the pledge of Measure A Receipts by all three Local Agencies as described above, each
Local Agency may satisfy its obligation to deposit 2020 Installment Sale Payments with the Local
Agency Certificates Trustee by depositing Other Available Revenues with the Local Agency Certificates
Trustee and, if and when so deposited, such Other Available Revenues shall be irrevocably pledged to the
payment of their respective 2020 Installment Sale Payments. Unless and until deposited with the Local
Agency Certificates Trustee, such Other Available Revenues are not pledged to the payment of each
Local Agency’s respective Installment Sale Payments. The term “Other Available Revenues” is defined in
each Installment Sale Agreement as revenues, other than Measure A Receipts, legally available to such
Local Agency to make Installment Sale Payments. In addition, “Other Available Revenues” is defined in
the Installment Sale Agreements with the City of Desert Hot Springs and the City of Menifee to exclude
their respective Gas Tax Revenues.

Additional Contracts

None of the Local Agencies has any current plans to incur additional indebtedness payable from
its Measure A Receipts or, in the case of the City of Desert Hot Springs and the City of Menifee, its Gas
Tax Revenues. However, as provided in each Installment Sale Agreement, so long as the Local Agency is
not in default under its Installment Sale Agreement, such Local Agency may at any time execute any
installment sale contracts, capital leases, or similar obligations of such Local Agency (each, a “Contract”),
authorized and executed by such Local Agency under and pursuant to applicable law, that constitute
additional charges against its Measure A Receipts and, in the case of the City of Desert Hot Springs and
the City of Menifee, also its Gas Tax Revenues, without the consent of Owners of the Certificates or the
respective Local Agency Certificates; provided, that the audited Revenues (as defined in each Installment
Sale Agreement) plus the Measure A Receipts Coverage Amount for the Fiscal Year next preceding the
date of the adoption by the governing body of the applicable Local Agency of the resolution authorizing
the execution of such Contract, as evidenced by both a calculation prepared by the applicable Local
Agency and a special report prepared by an Independent Certified Public Accountant on such calculation
on file with the applicable Local Agency shall have produced a sum equal to at least 150% of the
Maximum Annual Debt Service on all Contracts outstanding after the execution of such amendment or
Contract. See “APPENDIX A — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — FORM OF
INSTALLMENT SALE AGREEMENT — INSTALLMENT SALE PAYMENTS; ADMINISTRATION
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FEE — Additional Contracts.” To the extent that other Contracts are executed by a Local Agency, the
funds available to pay such Local Agency’s 2020 Installment Sale Payments may be decreased. In
addition, there is no limitation on the ability of a Local Agency to execute any Contract at any time to
refund any outstanding Contract.

Local Agency Certificates Reserve Funds

Definition of Reserve Fund Requirement. “Reserve Fund Requirement” is defined in each
Local Agency Trust Agreement to mean, as of any date of calculation, an amount equal to the least of (i)
10% of the initial stated principal amount (within the meaning of Section 148 of the Code) of the 2020
Installment Sale Payments under the Installment Sale Agreement; (ii) 125% of the average annual 2020
Installment Sale Payments under the Installment Sale Agreement; or (iii) the Maximum Annual Debt
Service. The respective Reserve Fund Requirements under the Local Agency Trust Agreements, will be
satisfied by the delivery of the Reserve Policies on the Closing Date by AGM in the following stated
amounts:

1) a Reserve Policy for deposit in the 2020 Reserve Subaccount established under
the Local Agency Trust Agreement for the DHS Local Agency Certificates in the initial stated
amount of $348,645.30, which satisfies the Reserve Fund Requirement for, and up to its stated
amount will secure the payment of principal and interest only with respect to, the DHS Local
Agency Certificates;

(i1) a Reserve Policy for deposit in the 2020 Reserve Subaccount established under
the Local Agency Trust Agreement for the Menifee Local Agency Certificates in the initial stated
amount of 1,160,099.54, which satisfies the Reserve Fund Requirement for, and up to its stated
amount will secure the payment of principal and interest only with respect to, the Menifee Local
Agency Certificates; and

(i)  a Reserve Policy for deposit in the 2020 Reserve Subaccount established under
the Local Agency Trust Agreement for the Moreno Valley Local Agency Certificates in the initial
stated amount of $1,425,913.24, which satisfies the Reserve Fund Requirement for, and up to its
stated amount will secure the payment of principal and interest only with respect to, the Moreno
Valley Local Agency Certificates.

Use of Money in the Reserve Funds. Under each Local Agency Trust Agreement, a 2020
Reserve Subaccount will be established to be satisfied with the deposit of the respective Reserve Policies
on the Closing Date by AGM. Under the terms of each applicable Local Agency Trust Agreement, the
Local Agency Certificates Trustee will set aside from amounts deposited by each Local Agency in the
Revenue Fund under the applicable Local Agency Trust Agreement and deposit in each Local Agency’s
2020 Reserve Subaccount that amount of money (or other authorized deposit of security) that shall be
required to maintain such Local Agency’s 2020 Reserve Subaccount in the full amount of such Local
Agency’s Reserve Fund Requirement. No deposit need be made in any 2020 Reserve Subaccount so long
as there shall be on deposit therein a sum equal to the applicable Reserve Fund Requirement. All money
in each 2020 Reserve Subaccount (including all amounts which may be obtained from any insurance
policy on deposit in such 2020 Reserve Subaccount) shall be used and withdrawn by the Local Agency
Certificates Trustee solely for the purpose of replenishing such Local Agency’s Interest Payment Account
or the Principal Payment Account under the applicable Local Agency Trust Agreement, in that order, in
the event of any deficiency at any time in either of such accounts, but solely for the purpose of paying the
interest, principal, or prepayment premiums, if any, payable in connection with the related Installment
Sale Agreement, except that any cash amounts in the 2020 Reserve Subaccount of a Local Agency in
excess of the amount required to be on deposit therein shall be withdrawn from such 2020 Reserve
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Subaccount on each Interest Payment Date and deposited in such Local Agency’s Interest Payment
Account.

See “APPENDIX A — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — FORM OF
LOCAL AGENCY TRUST AGREEMENT - REVENUES - Establishment and Maintenance of
Accounts for Use of Moneys in the Revenue Fund.”

BOND INSURANCE

The following information has been furnished by Assured Guaranty Municipal Corp. (referred to
herein as the “Insurer” or “AGM”) for use in this Official Statement. Reference is made to Appendix E
for a specimen of the Insurance Policy for the Certificates.

Bond Insurance Policy

Concurrently with the execution and delivery of the Certificates, Assured Guaranty Municipal
Corp. (the “Insurer” or “AGM”) will issue its Municipal Bond Insurance Policy for the Certificates (the
“Insurance Policy”). The Insurance Policy guarantees the scheduled payment of principal and interest
with respect to the Certificates when due as set forth in the form of the Insurance Policy included as
Appendix E to this Official Statement.

The Insurance Policy is not covered by any insurance security or guaranty fund established under
New York, California, Connecticut or Florida insurance law.

Assured Guaranty Municipal Corp.

AGM is a New York domiciled financial guaranty insurance company and an indirect subsidiary
of Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose shares are publicly traded
and are listed on the New York Stock Exchange under the symbol “AGO”. AGL, through its operating
subsidiaries, provides credit enhancement products to the U.S. and international public finance (including
infrastructure) and structured finance markets and, as of October 1, 2019, asset management services.
Neither AGL nor any of its shareholders or affiliates, other than AGM, is obligated to pay any debts of
AGM or any claims under any insurance policy issued by AGM.

AGM’s financial strength is rated “AA” (stable outlook) by S&P Global Ratings, a business unit
of Standard & Poor’s Financial Services LLC (“S&P”), “AA+" (stable outlook) by Kroll Bond Rating
Agency, Inc. (“KBRA”) and “A2” (stable outlook) by Moody’s Investors Service, Inc. (“Moody’s”).
Each rating of AGM should be evaluated independently. An explanation of the significance of the above
ratings may be obtained from the applicable rating agency. The above ratings are not recommendations
to buy, sell or hold any security, and such ratings are subject to revision or withdrawal at any time by the
rating agencies, including withdrawal initiated at the request of AGM in its sole discretion. In addition,
the rating agencies may at any time change AGM’s long-term rating outlooks or place such ratings on a
watch list for possible downgrade in the near term. Any downward revision or withdrawal of any of the
above ratings, the assignment of a negative outlook to such ratings or the placement of such ratings on a
negative watch list may have an adverse effect on the market price of any security guaranteed by AGM.
AGM only guarantees scheduled principal and scheduled interest payments payable by the issuer of bonds
insured by AGM on the date(s) when such amounts were initially scheduled to become due and payable
(subject to and in accordance with the terms of the relevant insurance policy), and does not guarantee the
market price or liquidity of the securities it insures, nor does it guarantee that the ratings on such
securities will not be revised or withdrawn.
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Current Financial Strength Ratings

On July 16, 2020, S&P announced it had affirmed AGM’s financial strength rating of “AA” (stable
outlook). AGM can give no assurance as to any further ratings action that S&P may take.

On December 19, 2019, KBRA announced it had affirmed AGM’s insurance financial strength
rating of “AA+” (stable outlook). AGM can give no assurance as to any further ratings action that KBRA
may take.

On August 13, 2019, Moody’s announced it had affirmed AGM’s insurance financial strength
rating of “A2” (stable outlook). AGM can give no assurance as to any further ratings action that Moody’s
may take.

For more information regarding AGM’s financial strength ratings and the risks relating thereto, see
AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2019.

Capitalization of AGM
At June 30, 2020:
e The policyholders’ surplus of AGM was approximately $2,667 million.

e The contingency reserves of AGM and its indirect subsidiary Municipal Assurance Corp. (“MAC”)
(as described below) were approximately $1,018 million. Such amount includes 100% of AGM’s
contingency reserve and 60.7% of MAC’s contingency reserve.

e The net unearned premium reserves and net deferred ceding commission income of AGM and its
subsidiaries (as described below) were approximately $2,048 million. Such amount includes (i) 100%
of the net unearned premium reserve and deferred ceding commission income of AGM, (ii) the net
unearned premium reserves and net deferred ceding commissions of AGM’s wholly owned
subsidiaries Assured Guaranty (Europe) plc (“AGE UK”) and Assured Guaranty (Europe) SA (“AGE
SA”), and (iii) 60.7% of the net unearned premium reserve of MAC.

The policyholders’ surplus of AGM and the contingency reserves, net unearned premium reserves
and deferred ceding commission income of AGM and MAC were determined in accordance with
statutory accounting principles. The net unearned premium reserves and net deferred ceding commissions
of AGE UK and AGE SA were determined in accordance with accounting principles generally accepted
in the United States of America.

Incorporation of Certain Documents by Reference

Portions of the following documents filed by AGL with the Securities and Exchange Commission
(the “SEC”) that relate to AGM are incorporated by reference into this Official Statement and shall be
deemed to be a part hereof:

(i)  the Annual Report on Form 10-K for the fiscal year ended December 31, 2019 (filed by
AGL with the SEC on February 28, 2020);

(i)  the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2020 (filed by
AGL with the SEC on May 8, 2020); and
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(iii))  the Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2020 (filed by
AGL with the SEC on August 7, 2020).

All information relating to AGM included in, or as exhibits to, documents filed by AGL with the
SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, excluding
Current Reports or portions thereof “furnished” under Item 2.02 or Item 7.01 of Form 8-K, after the filing
of the last document referred to above and before the termination of the offering of the Certificates shall
be deemed incorporated by reference into this Official Statement and to be a part hereof from the
respective dates of filing such documents. Copies of materials incorporated by reference are available
over the internet at the SEC’s website at http:/www.sec.gov, at AGL’s website at
http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty Municipal Corp.:
1633 Broadway, New York, New York 10019, Attention: Communications Department (telephone (212)
974-0100). Except for the information referred to above, no information available on or through AGL’s
website shall be deemed to be part of or incorporated in this Official Statement.

Any information regarding AGM included herein under the caption “BOND INSURANCE-
Assured Guaranty Municipal Corp.” or included in a document incorporated by reference herein
(collectively, the “AGM Information”) shall be modified or superseded to the extent that any
subsequently included AGM Information (either directly or through incorporation by reference) modifies
or supersedes such previously included AGM Information. Any AGM Information so modified or
superseded shall not constitute a part of this Official Statement, except as so modified or superseded.

Miscellaneous Matters

AGM makes no representation regarding the Certificates or the advisability of investing in the
Certificates. In addition, AGM has not independently verified, makes no representation regarding, and
does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy
of the information regarding AGM supplied by AGM and presented under the heading “BOND
INSURANCE.”

THE LOCAL AGENCIES

The following Local Agencies will execute the Program Trust Agreement and the respective
Local Agency Trust Agreements: (1) the City of Desert Hot Springs, (2) the City of Menifee, and (3) the
City of Moreno Valley. Certain economic and demographic information regarding each participating
Local Agency is included in Appendix B. See “GAS TAX REVENUES” for a discussion of the historical
and prospective Gas Tax Revenues allocable to the City of Desert Hot Springs and the City of Menifee.
Only the portion of Gas Tax Revenues allocated to the City of Desert Hot Springs may be applied to pay
its 2020 Installment Sale Payments, and only the portion of Gas Tax Revenues allocated to the City of
Menifee may be applied to pay its 2020 Installment Sale Payments. No Gas Tax Revenues are pledged as
security or otherwise required to be applied to pay the City of Moreno Valley’s 2020 Installment Sale
Payments. See “MEASURE A REVENUES; MEASURE A RECEIPTS” for a discussion of the portion
of Measure A Revenues that has historically been allocated by the Commission to each Local Agency.
Only the portion of Measure A Revenues allocated to a Local Agency are pledged and available to pay
such Local Agency’s 2020 Installment Sale Payments.
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GAS TAX REVENUES

Pursuant to the Installment Sale Agreements, the City of Desert Hot Springs and the City of
Menifee will pledge their Gas Tax Revenues for the payment of Installment Sale Payments. The term
“Gas Tax Revenues” is defined in the Installment Sale Agreements with the City of Desert Hot Springs
and the City of Menifee to mean all amounts received by the applicable Local Agency from the State in
accordance with Streets and Highways Code Sections 2103, 2104(d), (e) and (f), 2105, 2106 and 2107, as
such provisions may be amended, and all other revenues (except revenues received by the applicable
Local Agency in accordance with Streets and Highways Code Section 2107.5), if any, received by the
applicable Local Agency from taxes imposed on the purchase of motor vehicle fuels and any payments,
subventions or reimbursements received by the applicable Local Agency from the State in lieu of such
revenues.

Gas Tax Revenues are received by the City of Desert Hot Springs and the City of Menifee and
held and maintained in the Gas Tax Fund of such Local Agencies. See “GAS TAX REVENUES —
Statewide Gas Tax Apportionments” below. The historical Gas Tax Revenues of the City of Desert Hot
Springs and the City of Menifee, as apportioned under the California Streets and Highway Code to such
Local Agencies, and their respective Balance Sheet and Schedule of Revenues, Expenditures, and
Changes in Fund Balance in this Official Statement are the latest available, but are as of dates and for
periods before the economic impact of the COVID-19 pandemic and measures instituted to slow it. See
“BOND OWNERS’ RISK — Public Health Emergencies.” Further declines in the economy or other
market factors may depress Gas Tax Revenues that are available to be apportioned to the City of Desert
Hot Springs and the City of Menifee in the future.

Statewide Gas Tax Apportionments

Apportionment to the City of Desert Hot Springs and the City of Menifee of per gallon taxes that
comprise their Gas Tax Revenues is made monthly by the Controller of the State pursuant to Sections
2103, 2105, 2106, and 2107 of the California Streets and Highways Code (respectively, “Section 2103,”
“Section 2105,” “Section 2106,” and “Section 2107”). Apportionments under Sections 2104(d), (e),
and (f) of the California Streets and Highways Code apply to counties only; neither the City of Desert Hot
Springs nor the City of Menifee receive any Gas Tax Revenues under such Sections.

For purposes of the following statutory apportionment of per gallon taxes, the population of each
city is determined for that city by the last federal decennial or special census, or by a subsequent census
validated by the population research unit of the State Department of Finance, or (if applicable) by the
method described in Section 11105.3 of the California Revenue and Taxation Code or Sections 2107.1 or
2107.2 of the California Streets and Highways Code.

Gas Tax Revenues received by the City of Desert Hot Springs and the City of Menifee pursuant
to Section 2107.5 of the California Streets and Highways Code are not included in the definition of Gas
Tax Revenues for the City of Desert Hot Springs and the City of Menifee.

Section 2103. Section 2103 was substantially amended by the passage of Assembly Bill No. 9
(ABX8 9), adopted into law along with its companion Assembly Bill No. 6 (ABX8 6) on March 22, 2010,
and further amended by Assembly Bill 105 (AB 105), adopted into law on March 24, 2011. Pursuant to
Section 2103, as amended, commencing in fiscal year 2010-11, a portion of the revenues from the
increased the excise tax on gasoline that became effective on July 1, 2010, will be allocated each month to
cities, among other purposes, as set forth in Section 2103. See “— 2010 Gasoline Sales Tax — Gasoline
Excise Tax Swap” below.
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Section 2105. Pursuant to Section 2105, cities are apportioned a sum equal to 5.8% of the per
gallon tax under Section 7360 of the Revenue and Taxation Code, 11.5% of any per gallon tax in excess
of $0.09 per gallon under Section 8651, 8651.5, and 8651.6 of the California Revenue and Taxation
Code, and 6.5% of the per gallon tax under Sections 60050 and 60115 of the Revenue and Taxation Code,
in the proportion that the total population of the city bears to the total population of all cities in the State.

Section 2106. Pursuant to Section 2106, a sum equal to the net revenue derived from a $0.0104
per gallon tax under the Motor Vehicle Fuel License Tax Law (Section 7301 et seq. of the California
Revenue and Taxation Code) (the “Motor Vehicle Fuel License Tax Law”) is apportioned monthly from
the Highway Users Tax Account in the State’s Transportation Tax Fund (the “Highway Users Tax
Account”) to cities as follows: (a) $400 per month is apportioned to each city and city and county, and
$800 per month is apportioned to each county and city and county, (b) $600,000 per month is transferred
to the Bicycle Transportation Account in the State Transportation Fund, and (c) the balance is apportioned
as follows: (1) a base sum will be computed for each county by using the same proportions of fee-paid
and exempt vehicles as are established for purposes of apportionment of funds under Section 2104(d), (2)
within a county, the percentage of the total assessed valuation of tangible property subject to local tax
levies within the county which is represented by the assessed valuation of tangible property outside the
incorporated cities of the county shall be applied to its base sum, and the resulting amount shall be
apportioned to the county, and (3) the difference between the base sum for each county and the amount
apportioned to the county will be apportioned to the cities of that county in the proportion that the
population of each city bears to the total population of all the cities in the county.

Section 2107. Pursuant to Section 2107, a sum equal to the net revenues derived from 7.3% of the
per gallon tax under the Motor Vehicle Fuel License Tax Law, $0.0259 under the Use Fuel Tax Law
(Section 8601 et seq. of the California Revenue and Taxation Code), and 11.5% under the Diesel Fuel
Tax Law (Section 60001 et seq. of the California Revenue and Taxation Code), is apportioned monthly to
cities from the Highway Users Tax Account as follows: the State Controller allocates annually to each
city that has filed a report containing the information prescribed by subdivision (c) of Section 2152 of the
California Streets and Highways Code, and that had expenditures in excess of $5,000 during the
preceding fiscal year for snow removal, an amount equal to one-half the amount of its expenditures for
snow removal in excess of $5,000 during such fiscal year. The balance of such sum is allocated to each
city in the proportion that the total population of the city bears to the total population of all cities in the
State.

2010 Gasoline Sales Tax — Gasoline Excise Tax Swap. In March 2010, as a part of a special
budget session called by the Governor, the Legislature passed, and the Governor signed into law, ABX8 6
and ABX8 9, which contain the provisions for a swap of State sales taxes on gasoline in exchange for a
gasoline excise tax. Such legislation: (i) effective July 1, 2010, repealed the State sales tax on gasoline;
(i1) effective July 1, 2010, increased the excise tax on gasoline by $0.173 per gallon and added an annual
index that is intended to ensure that the new excise tax keeps pace with the revenues expected from the
sales tax on gas; (iii) effective July 1, 2011, imposed an additional 1.75% tax on the sale, storage, use, and
consumption of diesel fuel; and (iv) effective July 1, 2011, reduced the excise tax on diesel fuel from
$0.18 to $0.136 per gallon, subject to annual adjustment. The legislation includes expressed legislative
intent to fully replace the local streets and road funds cities and counties would have received under the
State sales tax on gasoline with allocations from the increased gasoline excise tax rate.

On November 2, 2010, the California electorate approved Proposition 26, the Supermajority Vote
to Pass New Taxes and Fees Act (“Proposition 26”), an initiative amendment to the California
Constitution. Proposition 26 requires a two-thirds supermajority vote in the California State Legislature
to pass many fees, levies, charges, and tax revenue allocations that under the State’s previous rules could
be enacted by a simple majority vote. By its terms, Proposition 26 requires that any State law adopted
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between January 1, 2010, and November 2, 2010 (the date Proposition 26 was approved), that conflicts
with Proposition 26 would be repealed one year after Proposition 26’s approval date. This repeal would
not take place, however, if two-thirds of each house of the Legislature passed the law again. Because the
State Legislature approved the 2010 gasoline sales tax — gasoline excise tax swap with only a majority
vote in March 2010, that legislation would have been repealed in November 2011 unless the State
Legislature approved such legislation again with a two-thirds vote in each house. Pursuant to AB 105,
however, such legislation was amended and approved with a two-thirds vote in each house in March 2011
and is not subject to repeal under Proposition 26.

Commencing in fiscal year 2011-12 and continuing in fiscal years thereafter, under Section 2103,
the revenues from the increased the excise tax on gasoline will be allocated each month as follows, in the
following order of priority: (a) first, to the Transportation Debt Service Fund of the State, to reimburse the
State’s General Fund for debt service paid with respect to specified State bonding programs; and second,
the remainder shall be allocated as follows: (i) 44% to the State Transportation Improvement Program, (ii)
12% to the State Highway Operation and Protection Program, the State’s highway safety improvement
program, and (iii) and 44% evenly split between cities and counties using current Highway Users Tax
Account formulas. Section 2103 funds are allocated to cities on a per capita basis and to counties 75
percent based on the proportion of registered vehicles and 25 percent based on the proportion of
maintained county road miles.

Neither the Authority, the City of Desert Hot Springs nor the City of Menifee have any control
over the methodology, formulas, or rates used by the State to distribute Gas Tax Revenues to cities and
counties, including the City of Desert Hot Springs and the City of Menifee, and such methodology or
formulas may be changed by the Legislature or as a result of the State initiative process at any time. See
“RISK FACTORS — Passive Revenue Sources.”

City of Desert Hot Springs Gas Tax Revenues

Historical Gas Tax Revenues — City of Desert Hot Springs. The following table details the
historical Gas Tax Revenues received by the City of Desert Hot Springs, as apportioned under the
California Streets and Highway Code to the City of Desert Hot Springs for fiscal years June 30, 2015
through June 30, 2020.

HISTORICAL GAS TAX REVENUES
CITY OF DESERT HOT SPRINGS
Fiscal Years Ended June 30, 2015 through June 30, 2020

Percent Change
from
Fiscal Year Section 2103  Section 2105  Section 2106  Section 2107 TotalsD Prior Fiscal Year
2015 $288,281 $165,467 $106,997 $212,774 $773,519 -
2016 129,203 158,149 100,236 192,781 580,369 24.97%
2017 73,272 163,559 104,652 215,834 557,317 3.97)
2018 114,102 155,280 101,725 206,307 577,414 3.61
2019 99,938 162,275 106,909 203,933 573,055 (0.75)
2020@ 209,495 150,769 94,464 191,173 645,901 12.71

(1) Does not include California Streets and Highways Code Section 2107.5 revenues.
(2) Unaudited.
Source: City of Desert Hot Springs.
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Gas Tax Fund Financial Statements. The following tables present the Balance Sheet and the
Schedule of Revenues, Expenditures, and Changes in Fund Balance relating to the City of Desert Hot

Springs’s Gas Tax Fund for the fiscal years ended June 30, 2015 through June 30, 2019.

BALANCE SHEET
CITY OF DESERT HOT SPRINGS GAS TAX FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019
ASSETS
Cash and investments $286,583 $348,911 $193,230 $13,664 $ --
Accounts 829 399 1,587 3,304 49,404
Interest 12 23 45 1 --
Due from other governments 76,407 48,612 54,215 51,277 -
Prepaid items - - - - 2,947
Total Assets $363,831 $397,945 $249,077 $68,246 $52,351
LIABILITIES
Accounts payable $21,736 $19,314 $49,418 $28,280 $59,478
Accrued liabilities 3,373 -- -- -- --
Due to other funds -- -- -- -- 19,248
Total Liabilities $25,109 $19,314 $49,418 $28,280 $78,726
FUND BALANCE
Restricted $338,722 $378,631 $199,659 $ -- $ --
Nonspendable -- -- -- 39,966 2,947
Unassigned (deficit) - - - - $(29,322)
Total fund balance (deficit) $338,711 $378,631 $199,659 $39,966 $(26,375)
Total Liabilities and Fund Balance $363,831 $397,945 $249,077 $68,246 $52,351

(1) Deficit is due to a project overrun.
Source: City of Desert Hot Springs Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

[Remainder of Page Intentionally Left Blank]
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SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE

CITY OF DESERT HOT SPRINGS GAS TAX FUND

For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019
REVENUES

Taxes $ -- $ -- $ -- $33,096 $ --

Intergovernmental 785,519 586,369 563,318 583,414 612,594

Interest 41 92 146 179 4
Total Revenues) $785,560 $586,461 $563,464 $616,689 $612,598
EXPENDITURES

General government $180,443 $141,859 $224,834 $ - $ -

Public Works 182,079 203,299 212,145 537,828 478,495

Capital outlay - - 107,662 39,360 -
Total Expenditures $362,522 $345,158 $544,641 $577,188 $478,495
OTHER FINANCING SOURCES (USES)

Transfers out $(199,346) $(201,394) $(197,794) $(199,194) $(200,444)
Total other financing sources (uses) $(199,346) $(201,394) $(197,794) $(199,194) $(200,444)
NET CHANGES IN FUND BALANCE $223,692 $39,909 $(178,971) $(159,693) $(66,341)
FUND BALANCE

Beginning of year $115,030 $338,722 $378,631 $199,659 $39,966

End of year $338,722 $378,631 $199,660 $39,966 $(26,375)

(1) Includes revenues that do not constitute Gas Tax Revenues.

Source: City of Desert Hot Springs Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

[Remainder of Page Intentionally Left Blank]
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City of Menifee Gas Tax Revenues

Historical Gas Tax Revenues — City of Menifee. The following table details the historical Gas
Tax Revenues received by the City of Menifee, as apportioned under the California Streets and Highway
Code to the City of Menifee for fiscal years ended June 30, 2015 through June 30, 2020.

HISTORICAL GAS TAX REVENUES
CITY OF MENIFEE
Fiscal Years Ended June 30, 2015 through June 30, 2020

Percent Change
from
Fiscal Year Section 2103  Section 2105  Section 2106  Section 2107 TotalsD Prior Fiscal

2015 $774,976 $453,458 $284,599 $580,342 $2,093,375 -
2016 438,619 479,394 294,187 624,237 1,836,437 (12.27)%
2017 237,556 500,106 308,382 634,054 1,680,098 (8.51)
2018 353,052 491,982 311,914 640,284 1,797,232 6.97
2019 307,021 504,232 321,100 634,127 1,766,480 (1.71)
2020@ 644,386 476,707 290,634 601,933 2,013,660 13.99

(1) Does not include California Streets and Highways Code Section 2107.5 revenues.
(2) Unaudited.
Source: City of Menifee.

Gas Tax Fund Financial Statements. The following tables present the Balance Sheet and the
Schedule of Revenues, Expenditures, and Changes in Fund Balance relating to the City of Menifee’s Gas
Tax Fund for the fiscal years ended June 30, 2015 through June 30, 2019.

BALANCE SHEET
CITY OF MENIFEE GAS TAX FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019

ASSETS

Cash and investments $174,798 $537,853 $599,885 $1,519,568 $1,224,295

Accounts 51,293 45,331 42,646 144,748 68,040

Interest 1,512 264 1,367 4,474 4,973

Cash investments with fiscal

agents 516,823 224,382 322,897 177,482 -

Total Assets $744,428 $807,830 $966,795 $1,846,252 $1,297,308
LIABILITIES

Accounts payable $164,011 $211,853 $154,869 $589,644 $197,348

Accrued liabilities 70,970 7,475 7,735 9,936 13,509

Total Liabilities $234,981 $219,328 $162,604 $599,580 $210,857
FUND BALANCE

Restricted $509,445 $588,502 $804,191 $1,246,672 $1,086,451
Total fund balance $509,445 $588,502 $804,191 $1,246,672 $1,086,451
Total liabilities and fund
balance $744,426 $807,830 $966,795 $1,846,252 $1,297,308

Source: City of Menifee Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.
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SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE
CITY OF MENIFEE GAS TAX FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019
REVENUES

Intergovernmental $2,168,276 $1,843,937 $1,687,598 $2,465,778 $1,980,682

Use of money and property 12,562 6,132 2,165 9,831 31,798
Total Revenues" $2,180,838 $1,850,069 $1,689,763 $2,475,609 $2,012,480
EXPENDITURES

Public Works $1,487,251 $1,190,685 $1,316,366 $1,916,170 $1,826,574

Capital outlay 213,872 578,907 157,708 116,958 104,862
Total expenditures $1,701,123 $1,769,592 $1,474,074 $2,033,128 $1,931,436
OTHER FINANCING SOURCES (USES)

Transfers out $(903,000) $(1,420) $ -- $ -- $ --
Total other financing sources (uses) $(903,000) $(1,420) $ - $ - $ -
NET CHANGES IN FUND BALANCE $(423,285) $79,057 $215,689 $442,481 $81,044
FUND BALANCE

Beginning of year $932,730 $509,445 $588,502 $804,191 $1,005,407

End of year $509,445 $588,502 $804,191 $1,246,672 $1,086,451

(1) Includes revenues that do not constitute Gas Tax Revenues.

Source: City of Menifee Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

[Remainder of Page Intentionally Left Blank]
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MEASURE A REVENUES; MEASURE A RECEIPTS
Pledge of Measure A Receipts

Pursuant to the Installment Sale Agreements, each Local Agency will pledge its Measure A
Receipts for the payment of its 2020 Installment Sale Payments. The term “Measure A Receipts” is
defined in the Installment Sale Agreements to mean Measure A Revenues allocated by the Commission to
the applicable Local Agency pursuant to the Measure A Ordinance, to the extent the applicable Project
constitutes a Measure A Project. See “THE LOCAL AGENCIES.”

The term “Measure A Revenues” is defined in each Installment Sale Agreement to mean revenues
of the Commission derived from the Measure A Sales Tax imposed in the County pursuant to the
Measure A Sales Tax Act, and the Measure A Ordinance. In accordance with the Measure A Sales Tax
Act, on November 5, 2002, more than two-thirds of the voters of the County voting on the measure
approved the Measure A Ordinance, which authorized the imposition of the Measure A Sales Tax, a one-
half of one percent (0.5%) retail transaction and use tax on the gross receipts of retailers from the sale of
tangible personal property sold in the County and a use tax at the same rate upon the storage, use, or other
consumption in the County of such property purchased from any retailer for storage, use, or other
consumption in the County, subject to certain limited exceptions described below. The Measure A Sales
Tax commenced on July 1, 2009, is administered by the Commission, and will be collected for a thirty-
year period ending on June 30, 2039.

For more information regarding the portion of Measure A Revenues historically allocated by the
Commission to the Local Agencies, see “ — Measure A Revenues — Historical Measure A Revenues.” See
also “RISK FACTORS.”

The Measure A Revenues historically allocated by the Commission to each of the Local
Agencies, and their respective Balance Sheet and Schedule of Revenues, Expenditures, and Changes in
Fund Balance relating to the respective Measure A Funds of the Local Agencies in this Official Statement
are the latest available, but are as of dates and for periods before the economic impact of the COVID-19
pandemic and measures instituted to slow it. See “BOND OWNERS’ RISK - Public Health
Emergencies.” Further declines in the economy or other market factors may depress Measure A Revenues
that are allocated to the Local Agencies.

The Measure A Sales Tax

The Measure A Sales Tax imposed in the County for transportation purposes and administered by
the Commission is in addition to a seven and one-quarter percent sales or use tax levied statewide by the
State. In general, the State Sales Tax applies to the gross receipts of retailers from the sale of tangible
personal property. The State use tax is imposed on the storage, use, or other consumption in the State of
property purchased from a retailer for such storage, use, or other consumption. Since the use tax does not
apply to cases where the sale of the property is subject to the sales tax, the application of the use tax
generally is to purchases made outside of the State for use within the State.

The Measure A Sales Tax is generally imposed upon the same transactions and items subject to
the sales and use tax levied by the State (hereinafter collectively referred to as the “State Sales Tax”),
with generally the same exceptions. Many categories of transactions are exempt from the State Sales Tax
and the Measure A Sales Tax. The most important of these exemptions are: sales of food products for
home consumption, prescription medicine, edible livestock and their feed, seed and fertilizer used in
raising food for human consumption, and gas, electricity, and water when delivered to consumers through
mains, lines, and pipes. In addition, “Occasional Sales” (i.e., sales of property not held or used by a seller
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in the course of activities for which he or she is required to hold a seller’s permit) are generally exempt
from the State Sales Tax and from the Measure A Sales Tax; however, the “Occasional Sales” exemption
does not apply to the sale of an entire business and other sales of machinery and equipment used in a
business. Sales of property to be used outside the County that are shipped to a point outside the County,
pursuant to the contract of sale, by delivery to such point by the retailer, or by delivery by the retailer to a
carrier for shipment to a consignee, at such point, are exempt from the Measure A Sales Tax.

Action by the State Legislature or by voter initiative could change the transactions and items
upon which the State Sales Tax and the Measure A Sales Tax are imposed. Such changes or amendments
could have either an adverse or beneficial effect on Measure A Revenues. Neither the Authority nor the
Local Agencies are currently aware of any proposed legislative change which would have a material
adverse effect on Measure A Revenues.

Riverside County Transportation Commission

The State Legislature created the Commission in 1976 as one of four transportation commissions
designed to provide more local participation in and control of transportation matters in the southern
California area. The Commission is charged with a number of responsibilities in serving the residents of
the County, the most prominent of which is administering the sales tax program created by the Measure A
Sales Tax Act. The Commission’s other responsibilities include: (1) serving as the congestion
management agency for the County and (2) serving as the Service Authority for Freeway Emergencies,
which operates the freeway service patrol for the County.

Senior Lien Measure A Obligations

The Measure A Ordinance provides that not more than $975,000,000 in aggregate principal
amount of bonds or other evidence of indebtedness issued by the Commission and secured by Measure A
Revenues may be outstanding at any one time. The following bonds previously issued by the Commission
are outstanding (collectively, the “Senior Lien Bonds”):

e $112,370,000 original principal amount of Sales Tax Revenue Bonds (Limited Tax
Bonds), 2010 Series B (Taxable Build America Bonds);

o $462,200,000 original principal amount of Sales Tax Revenue Bonds (Limited Tax
Bonds), 2013 Series A (the “2013 Bonds”™);

o $76,140,000 original principal amount of Sales Tax Revenue Refunding Bonds (Limited
Tax Bonds), 2016 Series A;

e $158,760,000 original principal amount of Sales Tax Revenue Refunding Bonds (Limited
Tax Bonds), 2017 Series A;

o $392,730,000 original principal amount of Sales Tax Revenue Refunding Bonds (Limited
Tax Bonds), 2017 Series B; and

o $64,285,000 original principal amount of Sales Tax Revenue Refunding Bonds (Limited
Tax Bonds), 2018 Series A.

The Senior Lien Bonds are outstanding in the aggregate principal amount of approximately
$805,810,000. All Senior Lien Bonds are secured by a first lien pledge of Measure A Revenues. The
Senior Lien Bonds were issued pursuant to an Indenture dated as of June 1, 2008, as supplemented and

39



amended from time to time (collectively, the “Measure A Revenues Indenture”), by and between the
Commission and U.S. Bank National Association, as trustee (“the Measure A Revenues Trustee”).

Pursuant to the Measure A Revenues Indenture, the Commission may issue from time to time
additional bonds or other obligations on a parity with the Senior Lien Bonds (collectively, “Parity
Obligations”). The Commission may also issue from time to time obligations payable out of Measure A
Revenues on a basis subordinate to the payment of the principal, premium, interest, and reserve fund
requirements for the Senior Lien Bonds and all Parity Obligations (collectively, “Subordinate
Obligations”). For example, according to the Commission’s adopted budget for Fiscal Year 2020-21, the
Commission has instituted a program pursuant to which it may issue commercial paper notes as
Subordinate Obligations in an aggregate principal amount of up to $60,000,000. According to
Commission’s adopted budget for Fiscal Year 2020-21, no such Subordinate Obligations are presently
outstanding.

The Commission may in the future enter into swap agreements with respect to sales tax revenue
bonds issued by it in the future (collectively, the “Swap Agreements”). The Commission’s obligation to
make early termination payments under the Swap Agreements may be secured by a pledge of the Measure
A Revenues that is subordinate to the pledge in favor of the Senior Lien Bonds, any Parity Obligations,
and any Subordinate Obligations. The Commission may also obtain liquidity facilities or credit
enhancement (“Liquidity Facilities/Credit Enhancement”) for its Senior Lien Bonds and all Parity
Obligations.

All payments with respect to the Senior Lien Bonds, Parity Obligations, Subordinate Obligations,
the Swap Agreements, and the Liquidity Facilities/Credit Enhancement (collectively, the “Senior Lien
Measure A Obligations”) will be made from Measure A Revenues before any remaining Measure A
Revenues will be transferred to the Commission for allocation by the Commission to the Local Agencies.
See “ — Collection and Allocation of Measure A Revenues” below. See also “RISK FACTORS.”

Collection and Allocation of Measure A Revenues

Collection of the Measure A Sales Tax is administered by the California Department of Tax and
Fee Administration (the “CDTFA”), as statutorily created and authorized successor to the former
California State Board of Equalization, in connection with the collection and disbursement of Measure A
Revenues. The Commission and the CDTFA have entered into an agreement for state administration of
district transactions and use taxes to authorize payment of Measure A Revenues directly to the Measure A
Revenues Trustee, as trustee under the Measure A Revenues Indenture. The CDTFA, after deducting
amounts payable to itself, is required to remit the balance of amounts received from the Measure A Sales
Tax directly to the Measure A Revenues Trustee. The Measure A Revenues Trustee is required to apply
the Measure A Revenues to make deposits to the funds and accounts established under the Measure A
Revenues Indenture to pay the Senior Lien Bonds and any Parity Obligations and to transfer the
remaining amounts to make payments with respect to any Subordinate Obligations and Swap
Agreements. After payments have been made with respect to the Senior Lien Measure A Obligations, the
remaining unapplied Measure A Revenues, if any, are transferred to the Commission for use for any
purpose contemplated by the Ordinance.

Pursuant to the Measure A Ordinance, the Commission, after making a deduction for
administration which amounts are determined and deducted by the Commission on a quarterly basis, first
allocates such remaining unapplied Measure A Revenues to be applied for transportation purposes to the
Western County, Coachella Valley, and Palo Verde Valley areas within the County in proportion to the
Measure A Revenues generated within those areas. Currently, the Commission allocates such remaining
unapplied Measure A Revenues as follows: (i) approximately 78.1% to the Western County area; (ii)
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approximately 21.5% to the Coachella Valley; and (iii) approximately 0.4% to the Palo Verde Valley
area.

The City of Desert Hot Springs is within the Coachella Valley area of the County. Thirty-Five
percent (35%) of the portion of the Measure A Revenues allocated by the Commission to the Coachella
Valley area is applied to the local streets and roads program within such area. To the extent any portion of
the Project constructed by the City of Desert Hot Springs is designated by the Commission as a qualified
project for purposes of the local streets and roads program established under the Measure A Ordinance,
such portion will constitute a Measure A Project. The entire City of Desert Hot Springs Project constitutes
a Measure A Project. The funds made available in the Coachella Valley area for purposes of the local
streets and roads program are distributed to the cities in the Coachella Valley area and the County by a
formula based 50% on proportionate dwelling units and 50% on proportionate revenues generated by
Measure “A” within each jurisdiction. In order to be eligible for these funds, the City of Desert Hot
Springs is required to (i) file a Five-Year Capital Improvement Plan for the use of these funds, updated
annually, with the Commission, (ii) participate in a Transportation Uniform Mitigation Fee (“TUMF”)
Program developed and administered by the Coachella Valley Association of Governments, and (iii)
comply with a maintenance of effort requirement. See “— Measure A Receipts — Historical Measure A
Receipts — City of Desert Hot Springs” below for a table setting forth the Measure A Revenues
historically allocated by the Commission to the City of Desert Hot Springs for fiscal years 2015 through
2020. The portion of such Measure A Revenues allocated by the Commission to the City of Desert Hot
Springs, to the extent the Project constitutes a Measure A Project, constitutes Measure A Receipts.
Measure A Receipts of the City of Desert Hot Springs are pledged to make its Installment Sale Payments.

The City of Menifee and the City of Moreno Valley are within the Western County area of the
County. Approximately 29% of the portion of the Measure A Revenues allocated by the Commission to
the Western County area is applied to the local streets and roads program within such area. To the extent
any portion of the respective Projects to be constructed by the City of Menifee and the City of Moreno
Valley are designated by the Commission as a qualified project for purposes of the local streets and roads
program established under the Measure A Ordinance, such portion will constitute a Measure A Project.
The entire City of Menifee Project constitutes a Measure A Project, and the entire City of Moreno Valley
Project constitutes a Measure A Project. The funds made available in the Western County area for
purposes of the local streets and roads program are distributed to the cities in the Western County area
and the County by a formula based 75% on proportionate population and 25% on proportionate revenues
generated by the Measure A Ordinance within each jurisdiction. In order to be eligible for these funds,
the City of Menifee and the City of Moreno Valley are each required to: (i) file a Five-Year Capital
Improvement Plan for the use of these, updated annually, with the Commission, (ii) participate in a
TUMF Program developed and administered by the Western Riverside Council of Governments, (iii)
participate in the Multi-Species Habitat Conservation Plan developed and administered by the Western
Riverside County Regional Conservation Authority, and (iv) comply with a maintenance of effort
requirement. See “ — Measure A Receipts — Historical Measure A Receipts — City of Menifee” and “ —
Measure A Receipts — Historical Measure A Receipts — City of Moreno Valley” below for a table setting
forth the respective portions of the Measure A Revenues historically allocated by the Commission to the
City of Menifee and the City of Moreno Valley for fiscal years 2015 through 2020. The respective
portions of such Measure A Revenues allocated by the Commission to the City of Menifee and the City of
Moreno Valley, to the extent their respective Project constitutes a Measure A Project, constitutes Measure
A Receipts. Measure A Receipts of the City of Menifee and the City of Moreno Valley are pledged to
make their respective Installment Sale Payments.

While Measure A Revenues will be collected in the County for a thirty-year period ending on
June 30, 2039, Installment Sale Payments will be payable by the Local Agencies through and including
June 1, 2042. Investors should be aware that no Measure A Revenues will be allocated by the
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Commission to the Local Agencies and be available to make Installment Sale Payments in fiscal years
2040, 2041, and 2042. See “RISK FACTORS — Limitations on Use of Measure A Revenues.”

Measure A Receipts

Historical Measure A Receipts — City of Desert Hot Springs. The following table sets forth the
Measure A Revenues historically allocated by the Commission to the City of Desert Hot Springs (i.e.
Measure A Receipts) for fiscal years ended June 30, 2015 through June 30, 2020.

HISTORICAL MEASURE A RECEIPTS
CITY OF DESERT HOT SPRINGS
Fiscal Years Ended June 30, 2015 through June 30, 2020

Measure A Percent Change from

Fiscal Year Receipts Prior Fiscal Year

2015 $477,282 --

2016 457,775 (4.09)%

2017 464,468 1.46

2018 454,537 (2.14)

2019 522,385 14.93

20200 504,781 (3.37)

(1) Unaudited.
Source: City of Desert Hot Springs Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019; City of
Desert Hot Springs.

The City of Desert Hot Springs is unable to predict if and when its annual Measure A Receipts
will increase or decrease. For summary of historical taxable retail sales within the City of Desert Hot
Springs, see “APPENDIX B — General Information Regarding Participating Local Agencies —
Commercial Activity.”

[Remainder of Page Intentionally Left Blank]
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Measure A Fund Financial Statements — City of Desert Hot Springs. The following tables
present the Balance Sheet and the Schedule of Revenues, Expenditures, and Fund Balances relating to the
City of Desert Hot Spring’s Measure A Fund for the fiscal years ended June 30, 2015 through June 30,
2019.

BALANCE SHEET
CITY OF DESERT HOT SPRINGS MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019

ASSETS

Cash and investments $ -- $104,331 $ - $ - $205,056

Accounts - - - - 84,946

Interest 6 7 - - 265

Due from other governments 134,181 86,712 90,449 112,681 -

Total Assets $134,187 $191,050 $90,449 $112,681 $290,267
LIABILITIES

Accounts payable $1,318 $185,856 $44,566 $ -- $175,000

Due to other funds 4,397 - 311 34,294 -

Total Liabilities $5,715 $185,856 $44,877 $34,294 $175,000
FUND BALANCE

Restricted $128,472 $5,194 $45,572 $78,387 $115,267
Total Fund Balance $128,472 $5,194 $45,572 $78,387 $115,267
Total Liabilities and Fund Balance $134,187 $191,050 $90,449 $112,681 $290,267

Source: City of Desert Hot Springs Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
CITY OF DESERT HOT SPRINGS MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019
REVENUES

Intergovernmental $477,282 $457,775 $464,468 $454,537 $522,385

Interest 14 38 15 - 497

Miscellaneous -- 25,000 -- -- --
Total Revenues" $477,296 $482,813 $464,483 $454,537 $522,882
EXPENDITURES

Public Works $202,994 $32,035 $ -- $ -- $ --

Capital outlay -- 374,056 224,105 221,722 286,002
Total Expenditures $202,994 $406,091 $224,105 $221,722 $286,002
OTHER FINANCING SOURCES (USES)

Transfers out $(200,000) $(200,000) $(200,000) $(200,000) $(200,000)
Total Oher Financing Sources (Uses) $(200,000) $(200,000) $(200,000) $(200,000) $(200,000)
NET CHANGES IN FUND BALANCES $74,302 $(123,278) $40,378 $32,815 $36,880
FUND BALANCES

Beginning of year $54,170 $128,472 $5,194 $45,572 $78,387

End of year $128,472 $5,194 $45,572 $78,387 $115,267

(1) Includes revenues that do not constitute Measure A Receipts.
Source: City of Desert Hot Springs Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.
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Historical Measure A Receipts — City of Menifee. The following table sets forth the Measure A
Revenues historically allocated by the Commission to the City of Menifee (i.e. Measure A Receipts) for
fiscal years ended June 30, 2015 through June 30, 2020.

HISTORICAL MEASURE A RECEIPTS
CITY OF MENIFEE
Fiscal Years Ended June 30, 2015 through June 30, 2020

Measure A Percent Change from
Fiscal Year Receipts Prior Fiscal Year

2015 $1,415,536 --

2016 1,518,623 7.28%

2017 1,619,512 6.64

2018 1,664,930 2.80

2019 1,918,407 15.22

20200 1,883,734 (1.81)

(1) Unaudited.
Source: City of Menifee Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019; City of Menifee.

The City of Menifee is unable to predict if and when its annual Measure A Receipts will
increase or decrease. For summary of historical taxable retail sales within the City of Menifee, see
“APPENDIX B — General Information Regarding Participating Local Agencies — Commercial Activity.”

Measure A Fund Financial Statements — City of Menifee. The following tables present the
Balance Sheet and the Schedule of Revenues, Expenditures, and Fund Balances relating to the City of
Menifee’s Measure A Fund for the fiscal years ended June 30, 2015 through June 30, 2019.

BALANCE SHEET
CITY OF MENIFEE MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019

ASSETS

Cash and investments $3,273,504 $2,732,119 $401,131 $335,660 $964,603

Accounts 361,207 280,698 315,379 687,023 314,085

Interest 2,075 2,993 784 1,117 1,751

Cash and investments with fiscal agents 387,404 -- -- -- --

Total Assets $4,024,190 $3,015,810 $717,294 $1,023,800 $1,280,439
LIABILITIES

Accounts payable $29,382 $224,098 $30,565 $14,617 $67,669

Total Liabilities $29,382 $224,098 $30,565 $14,617 $67,669
FUND BALANCE

Restricted $3,994,808 $2,791,712 $686,729 $1,009,183 $1,212,770
Total Fund Balance $3,994,808 $2,791,712 $686,729 $1,009,183 $1,212,770
Total Liabilities and Fund Balance $4,024,190 $3,015,810 $717,294 $1,023,800 $1,280,439

Source: City of Menifee Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.
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SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
CITY OF MENIFEE MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019
REVENUES

Taxes $ -- $ - 3 -- $ -- $ --

Intergovernmental 1,415,536 1,518,623 1,619,512 1,940,209 1,918,407

Use of money and property 12,754 14,347 7,132 3,720 7,542
Total Revenues" $1,428,290 $1,532,970 $1,626,644 $1,943,929 $1,925,949
EXPENDITURES

Public Works $177,396 $1,276,478 $ -- $306,033 $415,466

Capital outlay -- -- 2,429,139 14,354 1,408
Total expenditures $177,396 $1,276,478 $2,429,139 $320,387 $416,874
OTHER FINANCING SOURCES (USES)

Transfers out $(516,428) $(1,459,588) $(1,302,488) $(1,301,088) $(1,305,488)
Total other financing sources (uses) $(516,428) $(1,459,588) $(1,302,488) $(1,301,088) $(1,305,488)
NET CHANGES IN FUND BALANCES $734,466  $(1,203,096) $(2,104,983) $322,454 $203,587
FUND BALANCES

Beginning of year $3,260,342 $3,994,808 $2,791,712 $686,729 $1,009,183

End of year $3,994,808 $2,791,712 $686,729 $1,009,183 $1,212,770

(1) Includes revenues that do not constitute Measure A Receipts.

Source: City of Menifee Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

[Remainder of Page Intentionally Left Blank]
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Historical Measure A Receipts — City of Moreno Valley. The following table sets forth the
Measure A Revenues historically allocated by the Commission (i.e. Measure A Receipts) to the City of
Moreno Valley for fiscal years ended June 30, 2015 through June 30, 2020.

HISTORICAL MEASURE A RECEIPTS
CITY OF MORENO VALLEY
Fiscal Years Ended June 30, 2015 through June 30, 2020

Measure A Percent Change from
Fiscal Year Receipts Prior Fiscal Year

2015 $3,212,285 -

2016 3,817,548 18.84%

2017 4,106,484 7.57

2018 3,707,442 (9.72)

2019 4,720,198 27.32

20200 4,245,773 (10.45)
(1) Unaudited.
Source: City of Moreno Valley Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019, City of Moreno
Valley.

The City of Moreno Valley is unable to predict if and when its annual Measure A Receipts will
increase or decrease. For summary of historical taxable retail sales within the City of Moreno Valley,
see “APPENDIX B — General Information Regarding Participating Local Agencies — Commercial
Activity.”

Measure A Fund Financial Statements — City of Moreno Valley. The following tables present
the Balance Sheet and the Schedule of Revenues, Expenditures, and Fund Balances relating to the City of
Moreno Valley’s Measure A Fund for the fiscal years ended June 30, 2015 through June 30, 2019.

BALANCE SHEET
CITY OF MORENO VALLEY MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019

ASSETS

Cash and investments $6,830,059 $6,794,068 $4,517,406 $3,214,347 $3,255,498

Notes and loans - 9,220 - - -

Due from other governments 2,174,140 1,100,532 677,216 1,014,318 328,001

Total Assets $9,004,199 $7,903,820 $5,194,622 $4,228,665 $3,583,499
LIABILITIES

Accounts payable $616,464 $187,454 $59,283 $207,029 $14,279

Accrued liabilities - - - 47,274 -

Total Liabilities $616,464 $187,454 $59,283 $254,303 $14,279
FUND BALANCE

Restricted $8,387,735 $7,716,366 $5,135,339 $3,974,362 $3,569,220
Total Fund Balances $8,387,735 $7,716,366 $5,135,339 $3,974,362 $3,569,220
Total Liabilities and Fund Balance $9,004,199 $7,903,820 $5,194,622 $4,228,665 $3,583,499

Source: City of Moreno Valley Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.
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SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
CITY OF MORENO VALLEY MEASURE A FUND
For the Fiscal Years Ended June 30, 2015 through June 30, 2019

2015 2016 2017 2018 2019

REVENUES

Taxes $ -- $ -- $ -- $ -- $ --

Intergovernmental 6,147,866 5,051,521 4,332,638 4,475,450 4,744,560

Fees and charges for services -- 9,220 -- 132,921 --

Use of money and property 66,080 80,681 76,966 60,680 58,950

Miscellaneous 419 35,710 74,631 12,400 --
Total Revenues" $6,214,365 $5,177,132 $4,484,235 $4,681,451 $4,803,510
EXPENDITURES

Public Works $547,808 $1,581,072 $1,725,753 $1,964,659 $1,991,910

Capital outlay 4,479,561 2,177,126 2,788,087 1,287,073 673,837
Total Expenditures $5,027,369 $3,758,198 $4,513,840 $3,251,732 $2,665,747
OTHER FINANCING SOURCES (USES)

Transfers in $409,664 $ -- $ -- $ -- $ -

Transfers out (2,493,566)  (2,090,303)  (2,551,422)  (2,590,697)  (2,542,905)
Total Other Financing Sources (Uses) (2,083,902) (2,090,303) (2,551,422) (2,590,697) (2,542,905)
NET CHANGES IN FUND BALANCES $(896,906) $(671,369) $(2,581,027) $(1,160,977) $(405,142)
FUND BALANCES

Beginning of year $9,284,641 $8,387,735 $7,716,366 $5,135,339 $3,974,362

End of year $8,387,735 $7,716,366 $5,135,339 $3,974,362 $3,569,220

(1) Includes revenues that do not constitute Measure A Receipts.
Source: City of Moreno Valley Comprehensive Annual Financial Reports for Fiscal Years 2015 through 2019.

PROJECTED DEBT SERVICE COVERAGE

The following tables present the projected debt service coverage for the respective 2020
Installment Sale Payments of each Local Agency and the Certificates, assuming that the respective
Measure A Receipts and respective Gas Tax Revenues, if any, of the Local Agencies remain unchanged
from the amounts thereof for the fiscal year ended on June 30, 2020, as presented in this Official
Statement on an unaudited basis. As previously described, while Measure A Revenues will be collected in
the County and allocated to the Local Agencies for a thirty-year period ending on June 30, 2039, the City
of Desert Hot Springs and the City of Menifee will be required to make their respective 2020 Installment
Sale Payments through and including June 1, 2042. Investors should be aware that no Measure A
Revenues will be allocated by the Commission to any of the Local Agencies after June 30, 2039, nor will
any such revenues be available for the payment of 2020 Installment Sale Payments thereafter.
Accordingly, commencing in fiscal year 2040 through 2042, the sole source of the 2020 Installment Sale
Payments of the City of Desert Hot Springs and the City of Menifee will be their respective Gas Tax
Revenues. Each Local Agency is solely responsible for the payment of the 2020 Installment Sale
Payments required to be paid pursuant to its Installment Sale Agreement, and no Local Agency is
responsible for the payment of any Installment Sale Payments attributable to any other Local Agency. The
projections of Measure A Receipts and Gas Tax Revenues in this Official Statement are not necessarily
indicative of future performance. See “RISK FACTORS — Projections.”
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CITY OF DESERT HOT SPRINGS
PROJECTED DEBT SERVICE COVERAGE
2020 INSTALLMENT SALE PAYMENTS

Projected Projected 2020 Debt
Fiscal Gas Tax Measure A Installment Sale Service
Year Revenues® Receipts® Total® Payments® Coverage
2021 $645,901 $504,781 $1,150,682 $348,645 3.30x
2022 645,901 504,781 1,150,682 320,338 3.59x
2023 645,901 504,781 1,150,682 319,168 3.61x
2024 645,901 504,781 1,150,682 317,766 3.62x
2025 645,901 504,781 1,150,682 320,844 3.59x
2026 645,901 504,781 1,150,682 323,669 3.56x
2027 645,901 504,781 1,150,682 320,724 3.59x
2028 645,901 504,781 1,150,682 317,360 3.63x
2029 645,901 504,781 1,150,682 323,330 3.56x
2030 645,901 504,781 1,150,682 318,888 3.61x
2031 645,901 504,781 1,150,682 324,227 3.55x
2032 645,901 504,781 1,150,682 319,008 3.61x
2033 645,901 504,781 1,150,682 323,444 3.56x
2034 645,901 504,781 1,150,682 317,279 3.63x
2035 645,901 504,781 1,150,682 320,873 3.59x
2036 645,901 504,781 1,150,682 318,951 3.61x
2037 645,901 504,781 1,150,682 320,694 3.59x
2038 645,901 504,781 1,150,682 322,113 3.57x
2039 645,901 504,781 1,150,682 318,208 3.62x
2040 645,901 -- 645,901 319,142 2.02x
2041 645,901 -- 645,901 319,752 2.02x
2042 645,901 - 645,901 320,038 2.02x
Totals $14,209,822 $9,590,839 $23,800,661 $7,074,458

(1) Unaudited Gas Tax Revenues of the City of Desert Hot Springs for the fiscal year ended June 30, 2020 held constant for the life of the 2020
Installment Sale Payments.

(2) Unaudited Measure A Receipts of the City of Desert Hot Springs for the fiscal year ended June 30, 2020 held constant until the June 30, 2039
sunset date of the Measure A Revenues.

(3) Total unaudited Gas Tax Revenues and Measure A Receipts.

(4) Rounded to nearest whole dollar.

Source: City of Desert Hot Springs; Underwriter.
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CITY OF MENIFEE
PROJECTED DEBT SERVICE COVERAGE
2020 INSTALLMENT SALE PAYMENTS

Projected Projected 2020 Debt
Fiscal Gas Tax Measure A Installment Sale Service
Year Revenues® Receipts® Total® Payments® Coverage
2021 $2,013,660 $1,883,734 $3,897,394 $1,160,100 3.36x
2022 2,013,660 1,883,734 3,897,394 1,080,703 3.61x
2023 2,013,660 1,883,734 3,897,394 1,076,754 3.62x
2024 2,013,660 1,883,734 3,897,394 1,077,022 3.62x
2025 2,013,660 1,883,734 3,897,394 1,080,487 3.61x
2026 2,013,660 1,883,734 3,897,394 1,083,166 3.60x
2027 2,013,660 1,883,734 3,897,394 1,083,352 3.60x
2028 2,013,660 1,883,734 3,897,394 1,081,978 3.60x
2029 2,013,660 1,883,734 3,897,394 1,078,161 3.61x
2030 2,013,660 1,883,734 3,897,394 1,078,423 3.61x
2031 2,013,660 1,883,734 3,897,394 1,082,636 3.60x
2032 2,013,660 1,883,734 3,897,394 1,080,278 3.61x
2033 2,013,660 1,883,734 3,897,394 1,076,410 3.62x
2034 2,013,660 1,883,734 3,897,394 1,075,987 3.62x
2035 2,013,660 1,883,734 3,897,394 1,079,234 3.61x
2036 2,013,660 1,883,734 3,897,394 1,080,975 3.61x
2037 2,013,660 1,883,734 3,897,394 1,082,966 3.60x
2038 2,013,660 1,883,734 3,897,394 1,078,986 3.61x
2039 2,013,660 1,883,734 3,897,394 1,079,196 3.61x
2040 2,013,660 -- 2,013,660 1,083,435 1.86x
2041 2,013,660 -- 2,013,660 1,076,541 1.87x
2042 2,013,660 - 2,013,660 1,078,837 1.87x
Totals $44,300,520 $35,790,946 $80,091,466 $23,835,628

(1) Unaudited Gas Tax Revenues of the City of Menifee for the fiscal year ended June 30, 2020 held constant for the life of the 2020 Installment
Sale Payments.

(2) Unaudited Measure A Receipts of the City of Menifee for the fiscal year ended June 30, 2020 held constant until the June 30, 2030 sunset
date of the Measure A Revenues.

(3) Total unaudited Gas Tax Revenues and Measure A Receipts.

(4) Rounded to nearest whole dollar.

Source: City of Menifee; Underwriter.
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CITY OF MORENO VALLEY
PROJECTED DEBT SERVICE COVERAGE
2020 INSTALLMENT SALE PAYMENTS

Projected 2020 Debt
Fiscal Measure A Installment Sale Service
Year Receipts) Payments®? Coverage
2021 $4,245,773 $1,425913 2.98x
2022 4,245,773 1,396,795 3.04x
2023 4,245,773 1,396,179 3.04x
2024 4,245,773 1,394,415 3.04x
2025 4,245,773 1,395,093 3.04x
2026 4,245,773 1,394,695 3.04x
2027 4,245,773 1,395,815 3.04x
2028 4,245,773 1,389,715 3.06x
2029 4,245,773 1,395,237 3.04x
2030 4,245,773 1,394,240 3.05x
2031 4,245,773 1,391,778 3.05x
2032 4,245,773 1,397,273 3.04x
2033 4,245,773 1,395,422 3.04x
2034 4,245,773 1,396,264 3.04x
2035 4,245,773 1,395,170 3.04x
2036 4,245,773 1,392,081 3.05x
2037 4,245,773 1,397,415 3.04x
2038 4,245,773 1,396,293 3.04x
2039 4,245,773 1,398,875 3.04x
Totals $80,669,687 $26,538,671

(1) Unaudited Measure A Receipts of the City of Moreno Valley for the fiscal year ended June 30, 2020 held constant.
(2) Rounded to nearest whole dollar.
Source: City of Moreno Valley; Underwriter.
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PROJECTED DEBT SERVICE COVERAGE

CERTIFICATES
City of Desert
Hot Springs City of Menifee  City of Moreno
2020 2020 Valley 2020 Total

Installment Installment Installment Debt Service on Total Debt
Fiscal Sale Sale Sale Local Agency  Debt Service on Service
Year Payments® Payments® Payments®” Certificates Certificates Coverage
2021 $348,645 $1,160,100 $1,425913 $2,934,658 $2,934,658 1.0x
2022 320,338 1,080,703 1,396,795 2,797,836 2,797,836 1.0x
2023 319,168 1,076,754 1,396,179 2,792,101 2,792,101 1.0x
2024 317,766 1,077,022 1,394,415 2,789,202 2,789,202 1.0x
2025 320,844 1,080,487 1,395,093 2,796,424 2,796,424 1.0x
2026 323,669 1,083,166 1,394,695 2,801,530 2,801,530 1.0x
2027 320,724 1,083,352 1,395,815 2,799,892 2,799,892 1.0x
2028 317,360 1,081,978 1,389,715 2,789,054 2,789,054 1.0x
2029 323,330 1,078,161 1,395,237 2,796,729 2,796,729 1.0x
2030 318,888 1,078,423 1,394,240 2,791,551 2,791,551 1.0x
2031 324,227 1,082,636 1,391,778 2,798,641 2,798,641 1.0x
2032 319,008 1,080,278 1,397,273 2,796,559 2,796,559 1.0x
2033 323,444 1,076,410 1,395,422 2,795,277 2,795,277 1.0x
2034 317,279 1,075,987 1,396,264 2,789,529 2,789,529 1.0x
2035 320,873 1,079,234 1,395,170 2,795,278 2,795,278 1.0x
2036 318,951 1,080,975 1,392,081 2,792,006 2,792,006 1.0x
2037 320,694 1,082,966 1,397,415 2,801,075 2,801,075 1.0x
2038 322,113 1,078,986 1,396,293 2,797,391 2,797,391 1.0x
2039 318,208 1,079,196 1,398,875 2,796,280 2,796,280 1.0x
2040 319,142 1,083,435 -- 1,402,577 1,402,577 1.0x
2041 319,752 1,076,541 -- 1,396,293 1,396,293 1.0x
2042 320,038 1,078,837 -- 1,398,875 1,398,875 1.0x
Totals $7,074,458 $23,835,628 $26,538,671 $57,448,757 $57,448,757

(1) Rounded to nearest whole dollar.
Source: Underwriter.
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RISK FACTORS

Investment in the Certificates involves risks that may not be appropriate for certain investors.
The following is a discussion of certain risk factors that should be considered, in addition to other
matters set forth herein, in evaluating the Certificates for investment. The information set forth below
does not purport to be an exhaustive listing of the risks and other considerations that may be relevant
to an investment in the Certificates. In addition, the order in which the following information is
presented is not intended to reflect the relative importance of any such risks.

Public Health Emergencies

In recent years, public health authorities have warned of threats posed by outbreaks of disease and
other public health threats. The spread of the novel strain of coronavirus called COVID-19 (“COVID-197)
is having significant negative impacts throughout the world, including within the Local Agencies. The
World Health Organization has declared the COVID-19 outbreak to be a pandemic, and states of
emergency have been declared by County, the State and the United States. The purpose of these
declarations is to coordinate and formalize emergency actions across federal, State and local
governmental agencies and to proactively prepare for a wider spread of COVID-19.

To date there have been a number of confirmed cases of COVID-19 in the County and health
officials are expecting the number of confirmed cases to grow. The outbreak has resulted in the
imposition of restrictions on mass gatherings and widespread temporary closings of businesses,
universities and schools (including schools within the Local Agencies). The United States is also
restricting certain non-citizens and permanent residents from entering the country. In addition, financial
markets in the United States and globally have been volatile, with significant declines attributed to
COVID-19 concerns.

On August 28, 2020, the State released further guidance regarding re-opening certain types of
businesses based on a county-by-county approach where each county is assigned a tier based on COVID-
19 case rates within such county. Based on the initial assessment from the State, the County is in the
“Widespread” tier as of September 1, 2020. For counties in the “Widespread” tier, certain non-essential
indoor businesses are required to remain closed and certain businesses may open with modifications, such
as limitations on capacity.

Potential impacts to the Local Agencies associated with the COVID-19 outbreak include, but are
not limited to, increasing costs and challenges to the public health system in and around the respective
boundaries of the Local Agencies, cancellations of public events and disruption of the regional and local
economy with corresponding decreases in the revenues of the Local Agencies, including Gas Tax
Revenues and Measure A Receipts, as applicable, and potential declines in property values which may
affect the ability or willingness of homeowners to pay property taxes.

The COVID-19 outbreak is ongoing, and its duration and severity and economic effects are
uncertain in many respects. Also uncertain are the actions that may be taken by Federal and State
governmental authorities to contain or mitigate the effects of the outbreak. The ultimate impact of
COVID-19 on the finances of the Local Agencies is not fully known, and it may be some time before the
full adverse impact of the COVID-19 outbreak is known. Further, there could be future COVID-19
outbreaks or other public health emergencies that could have material adverse effects on the respective
operations and finances of the Local Agencies.

The impact of the COVID-19 outbreak on local and regional vehicular travel, the related
consumption of gasoline in the State, on sales and use taxes, and business and commerce in general
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cannot yet be stated or predicted with any certainty. The spread of COVID-19 has altered the behavior of
business and people in a manner that has had a negative effect on global and local economies. The
activities that generate, in particular, sales and use taxes, property taxes, and transient occupancy taxes,
actually received by the Local Agencies may be adversely affected by the spread of COVID-19. There
can be no guarantee that sales and use taxes, gas tax, property taxes, and transient occupancy taxes
resulting from changes in consumer activity and collected in the future will be consistent with historical
collection trends.

None of the Authority, the Local Agencies, the County nor the Underwriter can predict the
ultimate effects of the COVID-19 outbreak or whether any such effects will not have material adverse
effect on the Authority’s ability to pay debt service on the Certificates.

Installment Sale Payments Constitute Limited Obligations

The obligation of each Local Agency to make 2020 Installment Sale Payments under the
applicable Installment Sale Agreement is a special obligation of such Local Agency and does not
constitute a debt of such Local Agency, any other Local Agency, the Authority, the State, or any political
subdivision of the State within the meaning of any constitutional or statutory debt limitation or restriction,
and does not constitute an obligation for which such Local Agency, any other Local Agency, the State, or
any political subdivision of the State is obligated to levy or pledge any form of taxation or for which such
Local Agency, any other Local Agency, the State, or any political subdivision of the State has levied or
pledged any form of taxation. The Authority has no taxing power.

Passive Revenue Source

The payment of principal and interest with respect to the Certificates is secured solely by a pledge
of “Pooled Revenues” consisting of interest and principal payments becoming due and payable on the
Local Agency Certificates, and certain funds under the Program Trust Agreement. The payment of
principal and interest with respect to the Local Agency Certificates is secured solely by (i) a pledge by the
City Desert Hot Springs and the City of Menifee of their respective Gas Tax Revenues, (ii) a pledge by
each Local Agency of such Local Agency’s Measure A Receipts, and (iii) certain funds under the Local
Agency Trust Agreements and the Installment Sale Agreements including the Reserve Policies. As
described herein, each Local Agency is solely responsible for the payment of the 2020 Installment Sale
Payments required to be pursuant to its Installment Sale Agreement, and no Local Agency is responsible
for the payment of any 2020 Installment Sale Payments or other obligations of any other Local Agency.

The City Desert Hot Springs and the City of Menifee do not have any control over the amount of
Gas Tax Revenues because (1) the amount of Gas Tax Revenues received by the City Desert Hot Springs
and the City of Menifee is based on Statewide fuel consumption, (2) such Local Agencies do not have any
ability to control such consumption or to increase the rate at which such fuel is taxed within the State, and
(3) such Local Agencies do not have any control over the collection or distribution procedures related to
any State taxes, including taxes levied in connection with fuel consumption.

Neither the Authority nor the City Desert Hot Springs or the City of Menifee has any control over
the methodology, formulas, or rates used by the State to distribute Gas Tax Revenues to cities and
counties, including the City Desert Hot Springs and the City of Menifee, and such methodology or
formulas may be changed by the Legislature or as a result of the State initiative process at any time. In
addition, there can be no assurance that Gas Tax Revenues will be available in the amounts estimated in
this Official Statement. A decrease in fuel consumption in the State, which would adversely affect the
amount and/or availability of Gas Tax Revenues, could result from a variety of circumstances, including,
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without limitation, oil shortages or embargos, increased use of alternative fuel sources, or natural disasters.
See also “RISK FACTORS — Gasoline Sales Subject to Fluctuation” below.

The Local Agencies do not have any control over the amount of Measure A Receipts to be
received by any such Local Agency because (1) Measure A Revenues constitute revenues of the
Commission derived from a retail transactions and use tax imposed in the County pursuant to the Measure
A Sales Tax Act and the Measure A Ordinance, the number of transactions and revenues generated under
which tax a Local Agency has no ability to control, and Measure A Receipts are allocated by the
Commission to such Local Agency only after the payment of all Senior Lien Measure A Obligations, and
(2) the Local Agencies do not have any control over the collection or distribution procedures related to
any State taxes or local retail transactions and use taxes.

There can be no assurance that Measure A Receipts will be available in the amounts estimated in
this Official Statement. A decrease in Measure A Revenues would adversely affect the amount and/or
availability of Measure A Receipts. In addition, each Local Agency must continuously meet certain
requirements set forth in the Measure A Ordinance in order to be eligible to receive Measure A Revenues
from the Commission and apply Measure A Receipts to pay the applicable Installment Sale Payments.
See “MEASURE A REVENUES; MEASURE A RECEIPTS.”

Projections

The projections of Measure A Receipts and Gas Tax Revenues in this Official Statement are not
necessarily indicative of future performance. In May 2020, the Commission revised its projections of
Measure A Revenues as of March 30, 2020, for the fiscal years ended June 30, 2020 and June 30, 2021
downward by approximately 12% and 22%, respectively, as a result of the COVID-19 pandemic.
However, the projections of debt service coverage on the 2020 Installment Sale Payments assume that
Measure A Receipts and Gas Tax Revenues, if applicable, of the Local Agencies remain constant at
amounts for the fiscal year ended June 30, 2020. See “PROJECTED DEBT SERVICE COVERAGE.”

No representation is made or intended, nor should any representation be inferred, with respect to
the likely existence of any particular future set of facts or circumstances, and prospective purchasers of
the Certificates are cautioned not to place undue reliance upon any projections or requirements for
projections. If actual results are less favorable than the results projected or if the assumptions used in
preparing such projections prove to be incorrect, the amount of Pooled Revenues may be materially less
than expected and consequently, the ability of the Certificate Trustee, as assignee of the Authority, to
make timely payments of interest and principal on the Certificates.

Allocation of Measure A Revenues to the Local Agencies is Subordinate to Payment of Senior Lien
Measure A Obligations

The CDTFA administers collection of the Measure A Sales Tax. The Commission and the
CDTFA have entered into an agreement for state administration of district transactions and use taxes to
authorize payment of Measure A Revenues directly to the Measure A Revenues Trustee, as trustee under
the Measure A Revenues Indenture. The CDTFA, after deducting amounts payable to itself, is required to
remit the balance of amounts received from the Measure A Sales Tax directly to the Measure A Revenues
Trustee. The Measure A Revenues Trustee is required to apply the Measure A Revenues to make deposits
to the funds and accounts established under the Measure A Revenues Indenture to pay the Senior Lien
Bonds and any Parity Obligations and to transfer the remaining amounts to make payments with respect
to any Subordinate Obligations and Swap Agreements. All payments with respect to the Senior Lien
Bonds, Parity Obligations, Subordinate Obligations, and the Swap Agreements will be made from
Measure A Revenues before any remaining Measure A Revenues will be released by the Measure A
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Revenues Trustee and transferred to the Commission for allocation by the Commission for use for any
purpose contemplated by the Measure A Ordinance, including, without limitation, the allocation of
Measure A Revenues to the Local Agencies. The Measure A Ordinance provides that not more than
$975,000,000 in aggregate principal amount of bonds or other evidences of indebtedness issued by the
Commission and secured by Measure A Revenues may be outstanding at any one time. See “MEASURE
A REVENUES; MEASURE A RECEIPTS.”

Limitations on Use of Measure A Revenues

Not all of the Measure A Revenues allocated by the Commission to the Local Agencies may be
applied to pay their respective 2020 Installment Sale Payments. Only the respective Measure A Receipts
of a Local Agency may be so applied. See “MEASURE A REVENUES; MEASURE A RECEIPTS.” In
addition, while Measure A Revenues will be collected in the County for a thirty-year period ending on
June 30, 2039, 2020 Installment Sale Payments will be payable by the City of Desert Hot Springs and the
City of Menifee through and including June 1, 2042. Investors should be aware that no Measure A
Revenues will be allocated by the Commission to the City of Desert Hot Springs and the City of Menifee
and be available to make 2020 Installment Sale Payments in fiscal years 2040, 2041, and 2042. Under the
City of Moreno Valley’s Installment Sale Agreement, the City of Moreno Valley’s obligation to make
2020 Installment Sale Payments mature on June 1, 2039 See “MEASURE A REVENUES; MEASURE
A RECEIPTS — Collection and Allocation of Measure A Revenues.”

Senior Lien Measure A Obligations

Measure A Revenues, and thus Measure A Receipts, are allocated by the Commission to the
Local Agencies on a basis that is subordinate to the Commission’s payment of its Senior Lien Measure A
Obligations. See “MEASURE A REVENUES; MEASURE A RECEIPTS — Senior Lien Measure A
Obligations” and *“ — Collection and Allocation of Measure A Revenues.”

Additional Contracts

Subject to certain restrictions, the City of Desert Hot Springs and the City of Menifee are
permitted to enter into other Contracts that constitute additional charges against its Gas Tax Revenues
without the consent of Owners of the Certificates. Similarly, each Local Agency is permitted to enter into
other Contracts that constitute additional charges against its Measure A Receipts without the consent of
Owners of the Certificates, but subject to the satisfaction of certain requirements set forth therein. See
“SECURITY AND SOURCES OF PAYMENT FOR THE LOCAL AGENCY CERTIFICATES -
Additional Contracts.” To the extent that other Contracts are executed by a Local Agency, the funds
available to pay their respective 2020 Installment Sale Payments may be decreased. In addition, there is
no limitation on the ability of any Local Agency to execute any Contract at any time to refund any
outstanding Contract.

Limitations on Remedies; Bankruptcy

The rights of the owners of the Certificates are subject to the limitations on legal remedies against
municipalities in the State, including a limitation on enforcement of judgments against funds needed to
serve the public welfare and interest. Additionally, enforceability of the rights and remedies of the owners
of the Certificates and the Local Agency Certificates, and enforcement of each Local Agency’s
obligations under its Installment Sale Agreement, may become subject to the federal bankruptcy code and
applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditor’s rights generally, now or hereafter in effect, equity principles that may limit the
specific enforcement under State law of certain remedies, the exercise by the United States of America of
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the powers delegated to it by the Constitution, the reasonable and necessary exercise, in certain
exceptional situations, of the police powers inherent in the sovereignty of the State and its governmental
bodies in the interest of serving a significant and legitimate public purpose and the limitations on
remedies against cities in the State.

Bankruptcy proceedings under Chapter 9 of the Bankruptcy Code (Title 11, United States Code),
which governs the bankruptcy proceedings for public agencies such as the applicable Local Agency and
the Commission, or the exercise of powers by the federal or State government, if initiated, could subject
the owners of the Certificates and the Local Agency Certificates to judicial discretion and interpretation
of their rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation, or
modification of their rights.

Special Counsel has limited its opinion as to the validity and enforceability of the Installment
Sale Agreements, the Program Trust Agreement, and the Local Agency Trust Agreement to the extent
that enforceability may be limited by bankruptcy, insolvency, reorganization, fraudulent conveyance or
transfer, moratorium, or other similar laws affecting generally the enforcement of creditor’s rights, by
equitable principles and by the exercise of judicial discretion. The lack of availability of certain remedies
or the limitation of remedies may entail risks of delay, limitation, or modification of the rights of the
Owners.

Constitutional Limitations on Appropriations

California law imposes various taxing, revenue, and appropriations limitations on public agencies
such as the Local Agencies. See “CONSTITUTIONAL PROVISIONS AFFECTING LOCAL AGENCY
REVENUES AND APPROPRIATIONS” herein for a discussion of these limitations.

Previous Diversion of Gas Tax Revenues

Prior to the approval by the California electorate of Proposition 22 (described below) on
November 2, 2010, Section 6 of Article XIX of the California Constitution permitted the State to loan to
the State General Fund the revenues derived from taxes imposed on gasoline and diesel fuels within the
State (collectively, the “Fuel Tax Revenues”) if (a) any amount loaned was to be repaid in full during the
same fiscal year in which the loan was made, except that repayment may be delayed until a date not more
than 30 days after the date of enactment of the State budget bill for the subsequent fiscal year, or (b) any
amount loaned was to be repaid in full within three fiscal years from the date on which the loan was made
and one of the following had occurred: (1) the Governor had proclaimed a state of emergency and
declared that the emergency will result in a significant negative fiscal impact to the State General Fund, or
(2) the aggregate amount of State General Fund revenues for the current fiscal year, as projected by the
Governor in a report to the State Legislature in May of the current fiscal year, was less than the aggregate
amount of State General Fund revenues for the previous fiscal year, adjusted for the change in the cost of
living and the change in population, as specified in the budget submitted by the Governor in the current
fiscal year. Prior to the approval of Proposition 22, on a number of occasions, the State diverted Fuel Tax
Revenues that would otherwise have been paid to local governments and repaid such amounts in full
without interest at later specified dates.

While the State has, in the past, loaned Gas Tax Revenues to the State General Fund, such
amounts have been loaned from the State portion of such Gas Tax Revenues, and not from amounts paid
to local governments, and the City of Desert Hot Springs and the City of Menifee have received full
payment of their applicable Gas Tax Revenues since the execution and delivery of the Prior Certificates.
Notwithstanding the foregoing, on February 16, 2008, then Governor Arnold Schwarzenegger signed a
six-bill budget package designed to reduce expenses in the State’s fiscal year 2007-08. One of the bills

56



enacted into law was Assembly Bill No. 7 (“ABX3 7”), which provided, as it pertained to local agencies,
that gas tax revenues collected during the months of March, April, May, June, and July of 2008, and
otherwise transferrable to local agencies pursuant to Section 2104, Section 2105, Section 2106, and
Section 2107, would be suspended and would instead be transferred to respective local agencies along
with the August 2008 Gas Tax Revenues in September 2008.

ABX3 7 also permitted each of the local agencies, for cash management purposes during this
five-month suspension period, to use any cash received pursuant to Proposition 1B (the Highway Safety,
Traffic Reduction, Air Quality, and Port Security Bond Act of 2006 (Chapter 12.49 of Division 1 of Title
2 of the California Government Code)) for the same purposes for which the gas tax revenues are
authorized under Article XIX of the California Constitution; provided that such cash is replaced after the
suspended Gas Tax Revenues were received by the local agency in September 2008.

In March 2010, the Legislature amended Section 2103.1 of the Streets and Highways Code to
provide that, for the months of July, August, September, October, November, and December 2010, and
January, February, and March 2011, no more than $50,000,000 each month of Fuel Tax Revenues could
be deferred and diverted from local governments (excluding certain exempted counties and cities) and
instead paid to local governments by April 30, 2011. On November 2, 2010, the California electorate
approved Proposition 22, The Local Taxpayer, Public Safety, and Transportation Protection Act of 2010
(“Proposition 227), an initiative amendment to the California Constitution. Proposition 22 prohibits the
State from raiding funds that are allocated to local government, public safety, and transportation purposes,
including the local government portion of Fuel Tax Revenues. In December 2010, the California State
Controller’s Office notified local governments that it had determined that Proposition 22 effectively
prohibited such continued deferrals of Fuel Tax Revenues under Section 2103.1 of the Streets and
Highways Code and that funds deferred from July through October 2010 would be repaid to local
governments by April 30, 2011.

Other issues and uncertainties may arise with respect to the implementation or interpretation of,
or the interaction between, the gasoline sales tax — gasoline excise tax swap (see “GAS TAX
REVENUES - Statewide Gas Tax Revenues and Apportionments — 2010 Gasoline Sales Tax — Gasoline
Excise Tax Swap”) and Proposition 22, and additional legislation may be enacted, including legislation
purporting to amend or repeal Proposition 22, or litigation may be commenced with respect to those or
other such matters. Any such legislation or litigation regarding, affecting, or purporting to amend or
repeal such implementation, interpretation, interaction, or other matters may adversely impact Gas Tax
Revenues to be received the City of Desert Hot Springs and the City of Menifee.

Gasoline Sales Subject to Fluctuation

The collection of taxes imposed on the purchase of motor vehicle fuels is necessarily subject to
fluctuations in spending which is affected by, among other things, general economic cycles. Gas Tax
Revenues may increase along with the increasing fuel prices brought about by inflation, but collections
also are vulnerable to adverse economic conditions and reduced spending and may decrease as a result.
Consequently, the rate of collection of taxes imposed on the purchase of motor vehicle fuels and,
particularly, Gas Tax Revenues may be expected to correspond generally to economic cycles, patterns of
usage of automobiles and truck transport, alternative transportation and energy sources as may be
developed, and changes in population and density, among other factors. Neither the City of Desert of Hot
Springs nor the City of Menifee have any control over general economic cycles, alternate energy sources,
changes in transportation technology, or changes in usage over time, and is unable to predict what
economic factors, demands, changes in use or cycles of collection will occur while the Certificates remain
outstanding.
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California State Legislature or Electorate May Change Items Subject to Measure A Sales Tax

With limited exceptions, the Measure A Sales Tax will be imposed upon the same transactions
and items subject to the sales tax levied statewide by the State. The State Legislature or the voters within
the State, through the initiative process, could change or limit the transactions and items upon which the
statewide sales tax and the Measure A Sales Tax are imposed. Any such change or limitation could have
an adverse impact on the Measure A Revenues collected and the portion of such Measure A Revenues,
and, correspondingly, the portion of Measure A Receipts, allocated by the Commission to the Local
Agencies. For a further description of the Measure A Sales Tax, see “MEASURE A REVENUES;
MEASURE A RECEIPTS.”

Increases in Sales Tax Rate May Cause Declines in Measure A Revenues

The 0.5% Measure A Sales Tax imposed in the County for transportation purposes and
administered by the Commission is in addition to the sales or use tax levied statewide by the State. On
November 6, 2012, State voters approved Proposition 30, which, among other things, increased the
statewide tax rate by one quarter of one percent (increasing the statewide rate from 7.25% to 7.50%) for
four years, effective January 1, 2013, through December 31, 2016, and the total County tax to 8%.
Additional future increases, if any, in the State sales tax or the sales tax levied in the County could have
an adverse effect on consumer spending decisions and consumption, resulting in a reduction of Measure
A Revenues.

No Liability of Authority to Owners

Subject to any provisions in the Program Trust Agreement to the contrary, the Authority has no
obligation or liability to the Owners of the Certificates with respect to the payment when due of the
principal and interest on the Certificates, the payment of 2020 Installment Sale Payments by any Local
Agency or with respect to the performance by any Local Agency of other agreements and covenants
required to be performed by such Local Agency under the applicable Installment Sale Agreement, the
Program Trust Agreement or the Local Agency Trust Agreements, with respect to the performance by the
Certificates Trustee of any of the Certificate Trustee’s rights or obligations under the Program Trust
Agreement or with respect to the performance of the Local Agency Certificates Trustee of any of the
Local Agency Certificates Trustee’s rights or obligations under the Local Agency Trust Agreements.

Economic, Political, Social, and Environmental Conditions

The level of Measure A Sales Tax revenues collected depends on the level of taxable sales
transactions within the County, which, in turn, depends on the level of general economic activity in the
County and the State generally. Prospective investors are encouraged to evaluate current and prospective
economic, political, social, and environmental conditions as part of an informed investment decision.
Changes in economic, political, social, or environmental conditions on a local, state, federal, or
international level may adversely affect investment risk generally. Such conditional changes may include
(but are not limited to) the reduction or elimination of previously available State of federal revenues,
fluctuations in business production, consumer prices, or financial markets, unemployment rates,
technological advancements, shortages or surpluses in natural resources or energy supplies, changes in
law, social unrest, fluctuations in the crime rate, political conflict, acts of war or terrorism, environmental
damage and natural disasters.
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Natural Disasters

The occurrence of any natural disaster in or near the boundaries of the Local Agencies or the
County, including, without limitation, fire, earthquake, landslide, high winds, drought or flood, could
have an adverse material impact on the economy within the Local Agencies or the County and the
generation of sales and use taxes that constitute Gas Tax Revenues and Measure A Revenues. Portions of
the County may be at risk of damage or destruction from wildfires or subject to unpredictable seismic
activity.

Secondary Market

There can be no guarantee that there will be a secondary market for the Certificates or, if a
secondary market exists, that the Certificates can be sold for any particular price. Occasionally, because
of general market conditions, adverse history or economic prospects connected with a particular issue,
secondary marketing practices are suspended or terminated. Additionally, prices of issues for which a
market is being made will depend upon then prevailing circumstances. Such prices could be substantially
different from the original purchase price.

Risks Associated with Insurance Policy

In the event that a Local Agency defaults in the payment of principal or interest with respect its
respective Local Agency Certificates when due, the Owners of the Certificates will have a claim under the
Insurance Policy for such payments. See the caption “BOND INSURANCE.” In the event that the
Insurer becomes obligated to make payments with respect to the Certificates, no assurance can be given
that such event will not adversely affect the market for the Certificates. In the event that the Insurer is
unable to make payments of principal or interest with respect to the Certificates when due under the Bond
Insurance Policy, the Certificates will be payable solely from Revenues and amounts held in certain funds
and accounts established under the Program Trust Agreement, as described under the caption
“SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES.” The Bond Insurance
Policy does not guarantee scheduled payment of principal and interest on any of the Local Agency
Certificates.

The insured long-term rating on the Certificates is dependent in part on the financial strength of
the Insurer and its claims-paying ability. The Insurer’s financial strength and claims-paying ability are
predicated upon a number of factors which could change over time. If the long-term ratings of the Insurer
are lowered, such event could adversely affect the market for the Certificates. See the caption
“RATINGS.”

None of the Local Agencies, the Authority or the Underwriter has made an independent
investigation of the claims-paying ability of the Insurer, and no assurance or representation regarding the
financial strength or projected financial strength of the Insurer is being made by the Local Agencies, the
Authority or the Underwriter in this Official Statement. Therefore, when making an investment decision
with respect to the Certificates, potential investors should carefully consider the ability of the Authority to
pay principal and interest with respect to the Certificates, assuming that the Insurance Policy is not
available for that purpose, and the claims-paying ability of the Insurance Policy through final maturity of
the Certificates.

So long as the Insurance Policy remains in effect and the Insurer is not in default of its obligations

thereunder, the Insurer has certain notice, consent and other rights under the Program Trust Agreement
and will have the right to control all remedies in the event of a default under the Program Trust
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Agreement. The Insurer is not required to obtain the consent of the Owners of the Certificates with
respect to the exercise of remedies. See Appendix A.

Cyber Security

The Local Agencies, like many other public and private entities, rely on computer and other
digital networks and systems to conduct their operations. As a recipient and provider of personal, private
or other sensitive electronic information, the Local Agencies are potentially subject to multiple cyber
threats, including without limitation hacking, viruses, ransomware, malware and other attacks. No
assurance can be given that the efforts by the Local Agencies to manage cyber threats and attacks will be
successful in all cases, or that any such attack will not materially impact the operations or finances of the
Local Agencies, or the administration of the Certificates. The Local Agencies are also reliant on other
entities and service providers in connection with the administration of the Certificates, including without
limitation the Certificate Trustee, the Commission and the County. No assurance can be given that the
Local Agencies and these other entities will not be affected by cyber threats and attacks in a manner that
may affect the Certificate Owners.

CONSTITUTIONAL PROVISIONS AFFECTING
LOCAL AGENCY REVENUES AND APPROPRIATIONS

Article XIIIB of the California Constitution — Limitations on Appropriations

On November 6, 1979, State voters approved Proposition 4, the so-called Gann Initiative, which
added Article XIIIB to the California Constitution (“Article XIIIB”). In June 1990, Article XIIIB was
amended by the voters through their approval of Proposition 111, which is described below under the
caption ‘“Proposition 111.” Article XIIIB limits the annual appropriations of the State and of any city,
county, school district, authority, or other political subdivision of the State to the level of appropriations
for the prior fiscal year, as adjusted annually for changes in the cost of living, population, and cost of
services rendered by the governmental entity. The “base year” for establishing such appropriation limit is
fiscal year 1978-79. Increases in appropriations by a governmental entity are also permitted (i) if financial
responsibility for providing services is transferred to the governmental entity, or (ii) for emergencies, so
long as the appropriations limits for the three years following the emergency are reduced to prevent any
aggregate increase above the Constitutional limit. Decreases are required where responsibility for
providing services is transferred from the government entity.

Appropriations of an entity of local government subject to Article XIIIB include generally any
authorization to expend during the fiscal year the proceeds of taxes levied by the State or other entity of
local government, exclusive of certain State subventions, refunds of taxes, benefit payments from
retirement, unemployment insurance, and disability insurance funds. Appropriations subject to limitation
pursuant to Article XIIIB do not include debt service on indebtedness existing or legally authorized as of
January 1, 1979, on bonded indebtedness thereafter approved according to law by a vote of the electors of
the issuing entity voting in an election for such purpose, appropriations required to comply with mandates
of courts or the federal government, appropriations for qualified capital outlay projects, and
appropriations by the State of revenues derived from any increase in gasoline taxes and motor vehicle
weight fees above January 1, 1990, levels. “Proceeds of taxes” include, but are not limited to, all tax
revenues and the proceeds to any entity of government from (i) regulatory licenses, user charges, and user
fees to the extent such proceeds exceed the cost of providing the service or regulation, (ii) the investment
of tax revenues, and (iii) certain State subventions received by local governments. Article XIIIB includes
a requirement that if an entity’s revenues in any year exceed the amount permitted to be spent, the excess
must be returned by revising tax rates or fee schedules over the subsequent two fiscal years.

60



Article XIIIB allows voters to approve a temporary waiver of a government’s Article XIIIB limit.
Such a waiver is often referred to as a “Gann limit waiver.” The length of any such waiver is limited to
four years. The Gann limit waiver does not provide any additional revenues to a Local Agency or allow
such Local Agency to finance additional services.

Installment Sale Payments are subject to the Article XIIIB appropriations limitations. For fiscal
year 2020-21, the City of Desert Hot Springs calculated its appropriations limit at $33,861,725. For fiscal
year 2020-21, the City of Desert Hot Springs has calculated its budgeted appropriations subject to the
limit at $17,179,499. For fiscal year 2020-21, the City of Menifee calculated its appropriations limit at
$45,595,545. For fiscal year 2020-21, the City of Menifee has calculated its budgeted appropriations
subject to the limit at $29,718,806. For fiscal year 2020-21, the City of Moreno Valley calculated its
appropriations limit at $139,321,723 For fiscal year 2020-21, the City of Moreno Valley has calculated its
budgeted appropriations subject to the limit at $80,536,602. Neither the City of Desert Hot Springs, the
City of Menifee, nor the City of Moreno Valley has ever made appropriations that exceeded the limitation
on appropriations under Article XIIIB. The impact of the appropriations limit on the financial needs of the
Local Agencies in the future is unknown.

Articles XIIIC and XIIID of the California Constitution — The Right to Vote on Taxes

On November 5, 1996, State voters approved Proposition 218, entitled the “Right to Vote on
Taxes Act” (“Proposition 218”). Proposition 218 added Article XIIIC (“Article XIIIC”) and Article XIIID
(“Article XIIID”) to the California Constitution, which Articles contain a number of provisions affecting
the ability of Local Agencies to levy and collect both existing and future taxes, assessments, fees, and
charges. The interpretation and application of certain provisions of Proposition 218 will ultimately be
determined by the courts with respect to some of the matters discussed below. It is not possible at this
time to predict with certainty the future impact of such interpretations. The provisions of Proposition 218,
as so interpreted and applied, may affect the ability of a Local Agency to meet certain obligations.

Article XIIIC requires that all new local taxes be submitted to the electorate before they become
effective. Taxes for general governmental purposes require a majority vote and taxes for specific purposes,
even if deposited in a general fund such as a general fund of a Local Agency, require a two-thirds vote.
Article XIIIC further provides that any general purpose tax imposed, extended, or increased, without
voter approval, after December 31, 1994, may continue to be imposed only if approved by a majority vote
in an election, which must be held within two years of November 5, 1996. None of the Local Agencies
has imposed, extended, or increased any such taxes that are currently in effect without voter approval.

Article XIIIC also expressly extends the initiative power to give voters the power to reduce or
repeal local taxes, assessments, fees, and charges, regardless of the date such taxes, assessments, fees, and
charges were imposed. Article XIIIC expands the initiative power to include reducing or repealing
assessments, fees, and charges, which had previously been considered administrative rather than
legislative matters and therefore beyond the initiative power. This extension of the initiative power is not
limited by the terms of Article XIIIC to fees imposed after November 6, 1996, and absent other legal
authority could result in the retroactive reduction in any existing taxes, assessments, fees, or charges. No
assurance can be given that the voters within the jurisdiction of a Local Agency will not, in the future,
approve initiatives which reduce or repeal, or prohibit the future imposition or increase of, local taxes,
assessments, fees or charges currently comprising a substantial part of such Local Agency’s general fund.
“Assessments,” “fees,” and “charges” are not defined in Article XIIIC, and it is unclear whether these
terms are intended to have the same meanings for purposes of Article XIIIC as for Article XIIID
described below. If not, the scope of the initiative power under Article XIIIC potentially could include
any general fund local tax, assessment, or fee not received from or imposed by the federal or State
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government or derived from investment income. None of the Local Agencies levy any property related
“fees” or “charges” that it considered are subject to challenge under Article XIIIC.

The voter approval requirements of Proposition 218 reduce the flexibility of a Local Agency to
raise revenues for its general fund, and no assurance can be given that such Local Agency will be able to
impose, extend, or increase taxes in the future to meet increased expenditure needs.

Article XIIID also added several new provisions relating to how Local Agencies may levy and
maintain “assessments” for municipal services and programs. These provisions include, among other
things, (i) a prohibition against assessments that exceed the reasonable cost of the proportional special
benefit conferred on a parcel, (ii) a requirement that the assessment must confer a “special benefit,” as
defined in Article XIIID, over and above any general benefits conferred, and (iii) a majority protest
procedure that involves the mailing of a notice and a ballot to the record owner of each affected parcel, a
public hearing, and the tabulation of ballots weighted according to the proportional financial obligation of
the affected party. “Assessment” in Article XIIID is defined to mean any levy or charge upon real
property for a special benefit conferred upon the real property and applies to landscape and maintenance
assessments for open space areas, street medians, street lights, and parks.

In addition, Article XIIID added several provisions affecting “fees” and “charges,” defined for
purposes of Article XIIID to mean “any levy other than an ad valorem tax, a special tax, or an assessment,
imposed by [a local government] upon a parcel or upon a person as an incident of property ownership,
including a user fee or charge for a property related service.” All new and existing property related fees
and charges must conform to requirements prohibiting, among other things, fees and charges that
(i) generate revenues exceeding the funds required to provide the property related service, (ii) are used for
any purpose other than those for which the fees and charges are imposed, (iii) are for a service not
actually used by, or immediately available to, the owner of the property in question, or (iv) are used for
general governmental services, including police, fire, ambulance, or library services, where the service is
available to the public at large in substantially the same manner as it is to property owners. Depending on
the interpretation of what constitutes a “property related fee” under Article XIIID, there could be future
restrictions on the ability of a Local Agency to charge its respective enterprise funds for various services
provided. Further, before any property related fee or charge may be imposed or increased, written notice
must be given to the record owner of each parcel of land affected by such fee or charge. The Local
Agencies must then hold a hearing upon the proposed imposition or increase and, if written protests
against the proposal are presented by a majority of the owners of the identified parcels, a Local Agency
may not impose or increase the fee or charge. Moreover, except for fees or charges for wastewater, water,
and refuse collection services, or fees for electrical and gas service, which fees or charges are not treated
as “property related” for purposes of Article XIIID, no property related fee or charge may be imposed or
increased without majority approval by the property owners subject to the fee or charge or, at the option
of a Local Agency, two-thirds voter approval by the electorate residing in the affected area.

Neither the City of Desert Hot Springs, the City of Menifee, nor the City of Moreno Valley
believes that the provisions of Article XIIIC or Article XIIID will directly impact the Measure A Receipts
available to such Local Agency to make its Installment Sale Payments required pursuant to the applicable
Installment Sale Agreement.

Future Initiatives

Article XIIIB, Article XIIIC, and Article XIIID were each adopted as measures that qualified for
the ballot pursuant to the State’s Constitutional initiative process. From time to time other initiative
measures could be adopted, affecting the ability of each Local Agency to increase or apply revenues and
to make or increase appropriations.
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THE AUTHORITY

The Authority is a joint powers agency organized pursuant to a Joint Powers Agreement among a
number of California counties, cities, and special districts entered into pursuant to the provisions relating
to the joint exercise of powers contained in Chapter 5 of Division 7 of Title 1 (commencing with Section
6500) of the California Government Code.

Since its formation in 1988, the Authority has issued more than $50 billion in tax-exempt
financings. Any obligation, other than the obligations represented by the Certificates, previously or to be
issued or otherwise incurred by the Authority will be secured by instruments separate and apart from the
Program Trust Agreement, the Local Agency Trust Agreements and the Installment Sale Agreements.
The holders of such other obligations of the Authority will have no claim on the security for the
Certificates and the Owners will have no claim on the security of such other obligations issued by the
Authority.

The Authority is governed by a seven-member commission and is currently comprised of three
members from the California State Association of Counties, two members from the League of California
Cities, one member from the City of Sacramento, and one member from the County of Sacramento
(collectively, the “Commissioners”). Neither the Authority nor its Commissioners or officers have any
obligations or liability to the Owners of the Certificates with respect to the payment of the 2020
Installment Sale Payments by any Local Agency under its Installment Sale Agreement, or with respect to
the performance of any Local Agency of other covenants made by such Local Agency in the applicable
Installment Sale Agreement.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Special Counsel to the Local Agencies,
interest on the Installment Sale Payments paid by each Local Agency under the applicable 2020
Installment Sale Agreement and received by the owners of the Certificates is not excluded from gross
income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the
“Code”). In the further opinion of Special Counsel, based upon an analysis of existing laws, regulations,
rulings, and court decisions, and assuming, among other matters, the accuracy of certain representations
and compliance with certain covenants, Special Counsel is of the opinion that the interest on the
Installment Sale Payments paid by each Local Agency under the applicable 2020 Installment Sale
Agreement and received by the owners of the Certificates is exempt from State of California personal
income taxes. Special Counsel expresses no opinion regarding any other tax consequences related to the
ownership or disposition of, or the amount, accrual or receipt of interest on, the Certificates. A copy of
the proposed form of opinion of Special Counsel is set forth in Appendix C hereto.

The following discussion summarizes certain U.S. federal tax considerations generally applicable
to owners of the Certificates that acquire their Certificates in the initial offering. The discussion below is
based upon laws, regulations, rulings, and decisions in effect and available on the date hereof, all of
which are subject to change, possibly with retroactive effect. Prospective investors should note that no
rulings have been or are expected to be sought from the U.S. Internal Revenue Service (the “IRS”) with
respect to any of the U.S. federal tax consequences discussed below, and no assurance can be given that
the IRS will not take contrary positions. Further, the following discussion does not deal with U.S. tax
consequences applicable to any given investor, nor does it address the U.S. tax considerations applicable
to all categories of investors, some of which may be subject to special taxing rules (regardless of whether
or not such investors constitute U.S. Holders), such as certain U.S. expatriates, banks, REITs, RICs,
insurance companies, tax-exempt organizations, dealers or traders in securities or currencies, partnerships,
S corporations, estates and trusts, investors that hold their Certificates as part of a hedge, straddle or an
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integrated or conversion transaction, or investors whose “functional currency” is not the U.S. dollar.
Furthermore, it does not address (i) alternative minimum tax consequences, (ii) the net investment income
tax imposed under Section 1411 of the Code, or (iii) the indirect effects on persons who hold equity
interests in an owner. This summary also does not consider the taxation of the Certificates under state,
local or non-U.S. tax laws. In addition, this summary generally is limited to U.S. tax considerations
applicable to investors that acquire their Certificates pursuant to this offering for the issue price that is
applicable to such Certificates (i.e., the price at which a substantial amount of the Certificates are sold to
the public) and who will hold their Certificates as “capital assets” within the meaning of Section 1221 of
the Code.

As used herein, “U.S. Holder” means a beneficial owner of a Certificate that for U.S. federal
income tax purposes is an individual citizen or resident of the United States, a corporation or other entity
taxable as a corporation created or organized in or under the laws of the United States or any state thereof
(including the District of Columbia), an estate the income of which is subject to U.S. federal income
taxation regardless of its source or a trust where a court within the United States is able to exercise
primary supervision over the administration of the trust and one or more United States persons (as defined
in the Code) have the authority to control all substantial decisions of the trust (or a trust that has made a
valid election under U.S. Treasury Regulations to be treated as a domestic trust). As used herein, “Non-
U.S. Holder” generally means a beneficial owner of a Certificate (other than a partnership) that is not a
U.S. Holder. If a partnership holds Certificates, the tax treatment of such partnership or a partner in such
partnership generally will depend upon the status of the partner and upon the activities of the partnership.
Partnerships holding Certificates, and partners in such partnerships, should consult their own tax advisors
regarding the tax consequences of an investment in the Certificates (including their status as U.S. Holders
or Non-U.S. Holders).

Notwithstanding the rules described below, it should be noted that certain taxpayers that are
required to prepare certified financial statements or file financial statements with certain regulatory or
governmental agencies may be required to recognize income, gain and loss with respect to the Certificates
at the time that such income, gain or loss is recognized on such financial statements instead of under the
rules described below (in the case of original issue discount, such requirements are only effective for tax
years beginning after December 31, 2018).

Prospective investors should consult their own tax advisors in determining the U.S. federal, state,
local or non-U.S. tax consequences to them from the purchase, ownership and disposition of the
Certificates in light of their particular circumstances.

U.S. Holders

Interest. Interest on the 2020 Installment Sale Payments paid by the applicable Local Agency
under the applicable Installment Sale Agreement and received by the owners of the Certificates generally
will be taxable to a U.S. Holder as ordinary interest income at the time such amounts are accrued or
received, in accordance with the U.S. Holder’s method of accounting for U.S. federal income tax
purposes.

To the extent that the issue price of any maturity of the Certificates is less than the amount to be
paid at maturity of such Certificates (excluding amounts stated to be interest and payable at least annually
over the term of such Certificates) by more than a de minimis amount, the difference may constitute
original issue discount (“OID”). U.S. Holders of Certificates will be required to include OID in income
for U.S. federal income tax purposes as it accrues, in accordance with a constant yield method based on a
compounding of interest (which may be before the receipt of cash payments attributable to such income).
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Under this method, U.S. Holders generally will be required to include in income increasingly greater
amounts of OID in successive accrual periods.

Certificates purchased for an amount in excess of the principal amount payable at maturity (or, in
some cases, at their earlier prepayment date) will be treated as issued at a premium. A U.S. Holder of a
Certificate issued at a premium may make an election, applicable to all debt securities purchased at a
premium by such U.S. Holder, to amortize such premium, using a constant yield method over the term of
such Certificate.

Sale or Other Taxable Disposition of the Certificates. Unless a nonrecognition provision of the
Code applies, the sale, exchange, redemption, retirement (including pursuant to an offer by the Authority)
or other disposition of a Certificate will be a taxable event for U.S. federal income tax purposes. In such
event, in general, a U.S. Holder of a Certificate will recognize gain or loss equal to the difference between
(1) the amount of cash plus the fair market value of property received (except to the extent attributable to
accrued but unpaid interest on the 2020 Installment Sale Payments, which will be taxed in the manner
described above) and (ii) the U.S. Holder’s adjusted U.S. federal income tax basis in the Certificate
(generally, the purchase price paid by the U.S. Holder for the Certificate, decreased by any amortized
premium, and increased by the amount of any OID previously included in income by such U.S. Holder
with respect to such Certificate). Any such gain or loss generally will be capital gain or loss. In the case
of a non-corporate U.S. Holder of the Certificates, the maximum marginal U.S. federal income tax rate
applicable to any such gain will be lower than the maximum marginal U.S. federal income tax rate
applicable to ordinary income if such U.S. Holder’s holding period for the Certificates exceeds one year.
The deductibility of capital losses is subject to limitations.

Defeasance of the Certificates. 1f the Authority defeases any Certificate, the Certificate may be
deemed to be retired for U.S. federal income tax purposes as a result of the defeasance. In that event, in
general, an owner will recognize taxable gain or loss equal to the difference between (i) the amount
realized from the deemed sale, exchange or retirement (less any accrued qualified stated interest which
will be taxable as such) and (ii) the owner’s adjusted tax basis in the Certificate.

Information Reporting and Backup Withholding. Payments on the Certificates generally will be
subject to U.S. information reporting and possibly to “backup withholding.” Under Section 3406 of the
Code and applicable U.S. Treasury Regulations issued thereunder, a non-corporate U.S. Holder of the
Certificates may be subject to backup withholding at the current rate of 24% with respect to “reportable
payments,” which include interest paid on the 2020 Installment Sale Payments and the gross proceeds of a
sale, exchange, redemption, retirement or other disposition of the Certificates. The payor will be required
to deduct and withhold the prescribed amounts if (i) the payee fails to furnish a U.S. taxpayer
identification number (“TIN”) to the payor in the manner required, (ii) the IRS notifies the payor that the
TIN furnished by the payee is incorrect, (iii) there has been a “notified payee underreporting” described in
Section 3406(c) of the Code or (iv) the payee fails to certify under penalty of perjury that the payee is not
subject to withholding under Section 3406(a)(1)(C) of the Code. Amounts withheld under the backup
withholding rules may be refunded or credited against the U.S. Holder’s federal income tax liability, if
any, provided that the required information is timely furnished to the IRS. Certain U.S. Holders
(including among others, corporations and certain tax-exempt organizations) are not subject to backup
withholding. An owner’s failure to comply with the backup withholding rules may result in the
imposition of penalties by the IRS.

Non-U.S. Holders

Interest. Subject to the discussions below under the headings “Information Reporting and Backup
Withholding” and “Foreign Account Tax Compliance Act,” payments of principal and interest on any
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Installment Sale Payments paid by the applicable Local Agency under the applicable Installment Sale
Agreement and received by the owners of the Certificates to a Non-U.S. Holder, other than (1) a
controlled foreign corporation, a such term is defined in the Code, which is related to the Authority
through stock ownership and (2) a bank which acquires such Certificate in consideration of an extension
of credit made pursuant to a loan agreement entered into in the ordinary course of business, will not be
subject to any U.S. federal withholding tax provided that the beneficial owner of the Certificate provides a
certification completed in compliance with applicable statutory and regulatory requirements, which
requirements are discussed below under the heading “Information Reporting and Backup Withholding,”
or an exemption is otherwise established.

Disposition of the Certificates. Subject to the discussions below under the headings “Information
Reporting and Backup Withholding” and “FATCA,” any gain realized by a Non-U.S. Holder upon the
sale, exchange, redemption, retirement (including pursuant to an offer by the Authority or a deemed
retirement due to defeasance of the Certificate) or other disposition of a Certificate generally will not be
subject to U.S. federal income tax, unless (i) such gain is effectively connected with the conduct by such
Non-U.S. Holder of a trade or business within the United States; or (ii) in the case of any gain realized by
an individual Non-U.S. Holder, such owner is present in the United States for 183 days or more in the
taxable year of such sale, exchange, redemption, retirement (including pursuant to an offer by the
Authority) or other disposition and certain other conditions are met.

U.S. Federal Estate Tax. A Certificate that is held by an individual who at the time of death is not
a citizen or resident of the United States will not be subject to U.S. federal estate tax as a result of such
individual’s death, provided that, at the time of such individual’s death, payments of interest on the 2020
Installment Sale Payments paid by the Local Agencies with respect to such Certificate would not have
been effectively connected with the conduct by such individual of a trade or business within the United
States.

Information Reporting and Backup Withholding. Subject to the discussion below under the
heading “FATCA,” under current U.S. Treasury Regulations, payments of principal and interest on any
Installment Sale Payments to an owner that is not a United States person will not be subject to any backup
withholding tax requirements if the beneficial owner of the Certificate or a financial institution holding
the Certificate on behalf of the beneficial owner in the ordinary course of its trade or business provides an
appropriate certification to the payor and the payor does not have actual knowledge that the certification
is false. If a beneficial owner provides the certification, the certification must give the name and address
of such owner, state that such owner is not a United States person, or, in the case of an individual, that
such owner is neither a citizen nor a resident of the United States, and the owner must sign the certificate
under penalties of perjury. The current backup withholding tax rate is 24%.

Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders

Sections 1471 through 1474 of the Code impose a 30% withholding tax on certain types of
payments made to foreign financial institutions, unless the foreign financial institution enters into an
agreement with the U.S. Treasury to, among other things, undertake to identify accounts held by certain
U.S. persons or U.S.-owned entities, annually report certain information about such accounts, and
withhold 30% on payments to account holders whose actions prevent it from complying with these and
other reporting requirements, or unless the foreign financial institution is otherwise exempt from those
requirements. In addition, FATCA imposes a 30% withholding tax on the same types of payments to a
non-financial foreign entity unless the entity certifies that it does not have any substantial U.S. owners or
the entity furnishes identifying information regarding each substantial U.S. owner. Under current
guidance, failure to comply with the additional certification, information reporting and other specified
requirements imposed under FATCA could result in the 30% withholding tax being imposed on payments
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of interest on the 2020 Installment Sale Payments. In general, withholding under FATCA currently
applies to payments of U.S. source interest (including OID) and, under current guidance, will apply to
certain “passthru” payments no earlier than the date that is two years after publication of final U.S.
Treasury Regulations defining the term “foreign passthru payments.” Prospective investors should
consult their own tax advisors regarding FATCA and its effect on them.

The foregoing summary is included herein for general information only and does not discuss all
aspects of U.S. federal taxation that may be relevant to a particular owner of Certificates in light of the
owner’s particular circumstances and income tax situation. Prospective investors are urged to consult
their own tax advisors as to any tax consequences to them from the purchase, ownership and disposition
of Certificates, including the application and effect of state, local, non-U.S., and other tax laws.

RATINGS

It is anticipated that S&P will assign its municipal bond rating of “AA” to the Certificates, based
on the issuance of the Insurance Policy by the Insurer at the time of delivery of the Certificates. S&P has
also assigned an underlying municipal bond rating of “A+” to the Certificates. There is no assurance that
such ratings will be in effect for any given period of time or that either or both such ratings will not be
revised downward or withdrawn entirely by the rating agency if, in the judgment of such agency,
circumstances so warrant. Any such downward revision or withdrawal may have an adverse effect on the
market price of the Certificates. Such ratings reflect only the views of the rating agency furnishing such
ratings and an explanation of the significance of a rating may be obtained only from such rating agency.

CONTINUING DISCLOSURE

In connection with the execution and delivery of the Certificates, each Local Agency will
covenant in a Continuing Disclosure Agreement, executed for the benefit of Owners, to provide certain
financial information and operating data and notices of certain events. See “APPENDIX D — Form of
Local Agency Continuing Disclosure Agreement.”

The City of Desert Hot Springs previously entered into disclosure undertakings in connection
with certain prior debt issuances. During the past five years, the City of Desert Hot Springs failed to
comply with its disclosure undertakings under the Rule as follows: (i) the City of Desert Hot Springs
failed to file certain operating data for fiscal year 2015-16 as required under a disclosure undertaking for
bonds that are no longer outstanding; and (ii) certain operating data for fiscal year 2018-19 was filed after
the date required under the applicable continuing disclosure undertakings.

The City of Menifee and the City of Moreno Valley previously entered into disclosure
undertakings in connection with certain prior debt issuances,. During the past five years, neither the City
of Menifee nor the City of Moreno Valley failed to comply with their respective disclosure undertakings
under the Rule.

MUNICIPAL ADVISOR

Each Local Agency has retained Urban Futures, Inc., Tustin, California, as municipal advisor (the
“Municipal Advisor”) in connection with the execution and delivery of the Local Agency Certificates and
the Certificates. The Municipal Advisor is not obligated to undertake, and has not undertaken to make, an
independent verification or to assume any responsibility for the accuracy, completeness or fairness of the
information contained in this Official Statement.
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The Municipal Advisor is an independent advisory firm and is not engaged in the business of
underwriting, trading or distributing municipal or other public securities.

UNDERWRITING

The Certificates are being purchased by Stifel, Nicolaus & Company, Incorporated (the
“Underwriter”). The Underwriter has agreed to purchase the Certificates at a price of $43,745,432.50
(which represents the aggregate principal amount represented by the Certificates, less an Underwriter’s
discount of $419,567.50. The contract of purchase pursuant to which the Certificates are being purchased
by the Underwriter provides that the Underwriter will purchase all of the Certificates if any are purchased.
The obligation of the Underwriter to make such purchase is subject to certain terms and conditions set
forth in the contract of purchase.

The Underwriter may offer and sell the Certificates to certain dealers and dealer banks and banks
acting as agent and others at prices lower than the public offering prices stated on the inside cover page
hereof and said public offering prices may be changed from time to time by the Underwriter. Although
the Underwriter expects to maintain a secondary market in the Certificates after the initial offering, no
guaranty can be made that such a market will develop or be maintained by the Underwriter or others.

NO LITIGATION
The Authority

To the knowledge of the Authority, there is no action, suit, proceeding, inquiry, or investigation,
at law or in equity, before or by any court, governmental agency, or public board or body, pending or
threatened seeking to restrain or enjoin the execution, delivery, or sale of the Certificates or the Local
Agency Certificates, or in any way contesting or affecting any proceedings of the Authority taken
concerning the sale thereof, the pledge or application of any moneys or security provided for the payment
of the Certificates or the Local Agency Certificates, the validity or enforceability of the documents
executed by the Authority in connection with the Certificates or the Local Agency Certificates, the
completeness or accuracy of this Official Statement, or the existence or powers of the Authority relating
to the sale of the Certificates or the Local Agency Certificates.

The Local Agencies

The City of Desert Hot Springs will certify that, to the best of its knowledge, there is no action,
suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, governmental agency,
public board or body, pending or threatened against the City of Desert Hot Springs, seeking to restrain or
enjoin the execution or delivery of the Certificates, DHS Local Agency Certificates, the Program Trust
Agreement, the Local Agency Trust Agreement relating to the DHS Local Agency Certificates, or its
Installment Sale Agreement, or in any way contesting or affecting the validity of the foregoing or any
proceeding of the City of Desert Hot Springs taken with respect to any of the foregoing or that will
materially affect the ability of the City of Desert Hot Springs to pay its 2020 Installment Sale Payments
when due.

The City of Menifee will certify that, to the best of its knowledge, there is no action, suit,
proceeding, inquiry or investigation, at law or in equity, before or by any court, governmental agency,
public board or body, pending or threatened against the City of Menifee, seeking to restrain or enjoin the
execution or delivery of the Certificates, Menifee Local Agency Certificates, the Program Trust
Agreement, the Local Agency Trust Agreement relating to the Menifee Local Agency Certificates, or its
Installment Sale Agreement, or in any way contesting or affecting the validity of the foregoing or any
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proceeding of the City of Menifee taken with respect to any of the foregoing or that will materially affect
the ability of the City of Menifee to pay its 2020 Installment Sale Payments when due.

The City of Moreno Valley will certify that, to the best of its knowledge, there is no action, suit,
proceeding, inquiry or investigation, at law or in equity, before or by any court, governmental agency,
public board or body, pending or threatened against the City of Moreno Valley, seeking to restrain or
enjoin the execution or delivery of the Certificates, Moreno Valley Local Agency Certificates, the
Program Trust Agreement, the Local Agency Trust Agreement relating to the Moreno Valley Local
Agency Certificates, or its Installment Sale Agreement, or in any way contesting or affecting the validity
of the foregoing or any proceeding of the City of Moreno Valley taken with respect to any of the
foregoing or that will materially affect the ability of the City of Moreno Valley to pay its 2020 Installment
Sale Payments when due.

CERTAIN LEGAL MATTERS

The validity and enforceability of the Installment Sale Agreements, the Program Trust Agreement,
the Local Agency Trust Agreements and certain other legal matters are subject to the approving opinions
of Orrick, Herrington & Sutcliffe LLP, Special Counsel to the Local Agencies. A complete copy of the
proposed form of Special Counsel opinion with respect to the Certificates is contained in Appendix C
hereto. Special Counsel undertakes no responsibility for the accuracy, completeness or fairness of this
Official Statement. Certain legal matters will be passed upon for the Authority by Orrick, Herrington &
Sutcliffe LLP, Los Angeles, California, for the City of Desert Hot Springs by Stream Kim Hicks Wrage
& Alfaro, P.C., Riverside, California, its City Attorney, for the City of Menifee by its City Attorney, for
the City of Moreno Valley by its City Attorney, for the Underwriter by Jones Hall, A Professional Law
Corporation, San Francisco, California, as Underwriter’s Counsel, for Wilmington Trust, National
Association, as Certificate Trustee and Local Agency Certificates Trustee, by its counsel, and for the
Insurer by its counsel.

MISCELLANEOUS

The purpose of this Official Statement is to supply information to prospective buyers of the
Certificates. Quotations from and summaries and explanations of the Certificates and other documents
described herein do not purport to be complete and reference is made to said documents for full and
complete statements of their provisions.

This Official Statement and its distribution have been duly authorized and approved by the
Authority and each Local Agency.

CALIFORNIA STATEWIDE COMMUNITIES
DEVELOPMENT AUTHORITY,
as agent for and on behalf of each Local Agency

/

By: /s/ Jathes Hamill
Authorized Signatory
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APPENDIX A
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following summary discussion of selected provisions of the Program Trust Agreement, the Local
Agency Trust Agreements and the Installment Sale Agreements is made subject to all of the provisions of such
documents. Each Local Agency will execute a form of Installment Sale Agreement and form of Local Agency Trust
Agreement substantially in the form summarized respectively under the captions “FORM OF INSTALLMENT SALE
AGREEMENT” and “FORM OF LOCAL AGENCY TRUST AGREEMENT” in this Appendix A, subject to such
deviations between forms as are described in this Appendix A. This summary discussion does not purport to be a
complete statement of said provisions and prospective purchasers of the Certificates are referred to the complete
texts of said documents, copies of which are available upon request sent to the Certificate Trustee.

DEFINITIONS

Unless the context otherwise requires, the terms defined below shall for purposes of the Program Trust
Agreement, the Local Agency Trust Agreements and the Installment Sale Agreements, and of any amendment
thereof or supplement thereto and of any opinion or report or other document mentioned herein, have the meanings
given below, the following definitions to be equally applicable to both the singular and plural forms of any of the
terms defined herein:

“Act” means the Joint Exercise of Powers Act (being Chapter 5 of Division 7 of Title 1 of the California
Government Code, as amended) and all laws amendatory thereof or supplemental thereto.

“Administration Fee” means, for each Local Agency, an amount equal to the sum of the Certificate Trustee
Fee, the Trustee Fee, and any other similar fee payable in connection with the administration of the Program,
payable by each Local Agency, in accordance with such Local Agency’s Agreement, on the 15th day of the month
preceding each June 1, commencing June 1, 2021, for the administrative costs of the Project and the Program. The
Administration Fee shall be allocated on a pro rata basis (related to the Purchase Price payable by each Local
Agency) among the Local Agencies.

“Administration Fund” means (i) with respect to the Local Agency Certificates, the fund by that name
established and maintained pursuant to the respective Local Agency Trust Agreement and, (ii) with respect to the
Certificates, “Administration Fund” means the fund by that name established and maintained pursuant to the
Program Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST
AGREEMENT - POOLED REVENUES - Establishment and Maintenance of Accounts for Use of Money in the
Certificate Payment Fund.”

“Agreement” or “Agreements” the respective Installment Sale Agreements as described in this Official
Statement.

“Authority” means the California Statewide Communities Development Authority, a joint exercise of
powers authority duly organized and existing under and by virtue of the laws of the State of California and an
Amended and Restated Joint Exercise of Powers Agreement, dated as of June 1, 1988, among a number of
California cities, counties and special districts, including the Local Agencies, as amended.

“Authorized Local Agency Representative” means the person or persons designated in the Agreement or
any other person at the time designated to act on behalf of such respective Local Agency by written certificate
furnished to the Certificate Trustee, containing the specimen signature of such person and signed on behalf of such
Local Agency by an Authorized Local Agency Representative.

“Business Day” any day other than a Saturday, a Sunday or a day which banking institutions or trust

companies on which the Certificate Trustee and Local Agency Trustee is open for business at its corporate trust
office in Costa Mesa, California or authorized or obligated by law, regulation or executive order to remain closed.
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“Cash Flow Report” means (i) with respect to the Local Agency Certificates, a report prepared by the Cash
Flow Consultant identifying Local Agency Certificates to be prepaid as a result of any prepayment pursuant to the
respective Local Agency Trust Agreement. In the case of any optional prepayment, such report shall demonstrate
that Revenues expected to be received following such prepayment shall be sufficient to pay the regularly scheduled
principal and interest represented by the Local Agency Certificates as such amounts become due and payable. In the
case of a mandatory prepayment, such report shall identify maturities of principal evidenced by the Local Agency
Certificates to be prepaid in a manner consistent with the respective Local Agency Trust Agreement and Agreement
relating to the application of Revenues upon Acceleration, and (ii) with respect to the Certificates, a report prepared
by the Cash Flow Consultant identifying Certificates to be prepaid as a result of any prepayment pursuant to the
Program Trust Agreement as described in this Official Statement under the caption “THE CERTIFICATES -
Selection of Certificates for Prepayment.” In the case of any optional prepayment of Certificates, such report shall
demonstrate that Pooled Revenues expected to be received following such prepayment shall be sufficient to pay the
regularly scheduled principal and interest represented by the Certificates as such amounts become due and payable.
In the case of a mandatory prepayment of Certificates, such report shall identify maturities of principal evidenced by
the Certificates to be prepaid in a manner consistent with the Program Trust Agreement.

“Cash Flow Consultant” means Stifel, Nicolaus & Company, Incorporated or any successor thereto
appointed by the Authority.

“Certificate Payment Fund” means the fund by that name established and maintained pursuant to the
Program Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST
AGREEMENT - POOLED REVENUES - Receipt and Deposit of Pooled Revenues in the Certificate Payment
Fund.”

“Certificate Trustee” means Wilmington Trust, National Association, or any successor thereto appointed
pursuant to the Program Trust Agreement.

“Certificates” means the California Statewide Communities Development Authority Transportation
Revenue (Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. — Total Road
Improvement Program). The term “Serial Certificates” means Certificates for which no sinking fund payments are
provided. The term “Term Certificates” means Certificates which are payable on or before their specified payment
dates from sinking fund payments established for that purpose and calculated to prepay such Certificates on or
before their specified payment dates.

“Code” means the Internal Revenue Code of 1986, as amended and the regulations issued thereunder.

“Contracts” means all installment sale contracts, capital leases or similar obligations of the Local Agency
authorized and executed by the Local Agency under and pursuant to applicable law, the interest and principal and
prepayment premium, if any, payments under and pursuant to which are payable from Revenues on a parity with the
2020 Installment Sale Payments.

“Costs of Issuance” means all items of expense directly or indirectly payable by or reimbursable to the
Local Agency or the Authority and related to the authorization, execution and delivery of the Local Agency
Certificates and the Certificates attributable to the Local Agency, including, but not limited to, AGM’s Insurance
Policy fees or premium for the allocable portion of the Certificates Insurance Policy and Reserve Policy, as
applicable, if any, costs of preparation and reproduction and delivery of documents, filing and recording fees, fees
and charges of the Certificate Trustee, the Local Agency Certificates Trustee and its counsel, legal fees and charges,
fees and disbursements of consultants and professionals, fees of rating agencies, fees and charges for preparation,
execution and safekeeping of the Local Agency Certificates and the Certificates attributable to the Local Agency
and any other costs, charges or fees in connection with the original execution, delivery, marketing and sale of the
Local Agency Certificates and the Certificates attributable to the Local Agency.

“Debt Service” means, for any Fiscal Year, the sum of that portion of the Installment Sale Payments
required to be made at the times provided in the Contracts that would have accrued during such Fiscal Year if such
Installment Sale Payments were deemed to accrue daily in equal amounts from, in each case, the next preceding
Installment Sale Payment Date of interest or principal or the date of the pertinent Contract, as the case may be;
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provided, that (a) if any of the Installment Sale Payments due under any of such Contracts are evidenced by Capital
Appreciation Certificates, then the accreted value payment shall be deemed a principal payment and interest that is
compounded and paid as accreted value shall be deemed due on the scheduled redemption or payment date of such
Capital Appreciation Certificate; (b) if any of the Installment Sale Payments due under any such Contracts bear
interest payable pursuant to a variable interest rate formula, the interest rate on such Contracts for periods when the
actual interest rate cannot yet be determined, shall be assumed to be equal to the greater of (i) the actual rate on the
date of calculation, or if such Contracts are not yet outstanding, the initial rate (if then established and binding), (ii)
if the Contracts have been outstanding for at least twelve months, the average rate over the twelve months
immediately preceding the date of calculation, and (iii)(1) if interest on such Contracts is excludable from gross
income under the applicable provisions of the Code, the most recently published “Bond Buyer 25 Bond Revenue
Index” (or comparable index if no longer published), or (2) if interest is not so excludable, the interest rate on direct
U.S. Treasury obligations with comparable maturities; (c) if any of the Contracts is secured by an irrevocable letter
of credit issued by a bank having a combined capital and surplus of at least $75,000,000, the principal payments or
deposits with respect to such Contracts nominally due in the last Fiscal Year in which such Contracts mature may, at
the option of the Local Agency, be treated as if they were due as specified in any loan agreement or reimbursement
agreement issued in connection with such letter of credit or pursuant to the repayment provisions of such letter of
credit and interest on such Contracts after such Fiscal Year shall be assumed to be payable pursuant to the terms of
such loan agreement or reimbursement agreement or repayment provisions and (d) if any of such Contracts is not
secured by a letter of credit as described in clause (c) of this definition and 20% or more of the original principal of
the Installment Sale Payments due under such Contracts is not due until the final stated maturity of the Installment
Sale Payments due under such Contracts, such principal may, at the option of the Local Agency, be treated as if it
were due based upon a level amortization of such principal over the term of such Installment Sale Payments or 30
years, whichever is greater.

“Defeasance Obligations” means the following: (1) cash, (2) non-callable direct obligations of the United
States of America (“Treasuries”), (3) evidences of ownership of proportionate interests in future interest and
principal payments on Treasuries held by a bank or trust company as custodian, under which the owner of the
investment is the real party in interest and has the right to proceed directly and individually against the obligor and
the underlying Treasuries are not available to any person claiming through the custodian or to whom the custodian
may be obligated, (4) subject to the prior written consent of AGM, pre-refunded municipal obligations rated “AAA”
and “Aaa” by S&P and Moody’s, respectively, or (5) subject to the prior written consent of AGM, securities eligible
for “AAA” defeasance under then existing criteria of S&P or any combination thereof, shall be used to effect
defeasance of the Certificates and Local Agency Certificates unless AGM otherwise approves.

“Escrow Agent” means Wilmington Trust, National Association, as successor to Wells Fargo Bank,
National Association, as predecessor trustee, acting as trustee under the respective Local Agency Trust Agreement
and Escrow Agent under the respective Escrow Agreement.

“Escrow Agreement” means the respective Escrow Agreement, dated as of October 1, 2020, by and
between the respective Local Agency and the Escrow Agent, as prior trustee and escrow agent.

“Federal Securities” means United States of America Treasury bills, notes, bonds or certificates of
indebtedness, or obligations for which the full faith and credit of the United States of America are pledged for the
payment of interest and principal and interest strips of the Resolution Funding Corporation for which separation of
principal and interest is maintained in book-entry form.

“First Supplement to Installment Sale Agreement” means the respective First Supplement to Installment
Sale Agreement, dated as of October 1, 2020, between the Local Agency, as Purchaser and the Authority, as Seller,
executed pursuant to the provisions of the Original Installment Sale Agreement.

“First Supplement to Trust Agreement” means the First Supplement to Trust Agreement, dated as of

October 1, 2020, between the Authority and the Local Agency Certificate Trustee, executed pursuant to the
provisions of the Original Trust Agreement.
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“Fiscal Year” means the period beginning on July 1 of each year and ending on the next succeeding June
30, or any other annual accounting period hereafter selected and designated by the governing body of the Local
Agency as the Fiscal Year of the Local Agency.

“Gas Tax Account” means the account established pursuant to State law by ordinance adopted by the
governing body of the Local Agency and pursuant to the Agreements of the City of Desert Hot Springs and the City
of Menifee.

“Gas Tax Revenues” means, under the Agreements of the City of Desert Hot Springs and the City of
Menifee only, all amounts received by the Local Agency from the State in accordance with Streets and Highways
Code Sections 2103, 2104(d),(e) and (f), 2105, 2106 and 2107, as such provisions may be amended, and all other
revenues (except revenues received by the Local Agency in accordance with Streets and Highways Code Section
2107.5), if any, received by the Local Agency from taxes imposed on the purchase of motor vehicle fuels and any
payments, subventions or reimbursements received by the Local Agency from the State in lieu of such revenues.

“Independent Certified Public Accountant” means any firm of certified public accountants appointed by the
respective Local Agency and/or the Authority which is independent pursuant to the Statement on Auditing Standards
No. 1 of the American Institute of Certified Public Accountants.

“Insurance Policy” means the insurance policy issued by AGM guaranteeing, in whole or in part as
specified therein, the scheduled payment of principal or accreted value of and interest payable with respect to the
Certificates when due.

“Insurer” or “AGM” means Assured Guaranty Municipal Corp., a New York stock insurance company, or
any successor thereto or assignee thereof.

“Installment Sale Payments” as defined in each Agreement means the installment sale, rental or other
periodic payments scheduled to be paid by the respective Local Agency under and pursuant to the Contracts.

“Installment Sale Payment Date” as defined in each Agreement means any date on which Installment Sale
Payments are scheduled to be paid by the respective Local Agency under and pursuant to any Contract.

“Interest Fund” means (i) with respect to the Local Agency Certificates, the fund by that name established
pursuant to the Local Agency Trust Agreement and (ii) with respect to the Certificates, the fund by that name
established pursuant to the Program Trust Agreement as summarized in this Appendix A under the caption “THE
PROGRAM TRUST AGREEMENT - POOLED REVENUES - Establishment and Maintenance of Accounts for
Use of Money in the Certificate Payment Fund.”

“Interest Payment Account” means (i) with respect to the Local Agency Certificates, the account within the
Interest Fund by that name established for the Local Agency pursuant to the Local Agency Trust Agreement and (ii)
with respect to the Certificates, the account within the Interest Fund by that name established for each Local Agency
pursuant to the Program Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM
TRUST AGREEMENT - POOLED REVENUES - Establishment and Maintenance of Accounts for Use of Money
in the Certificate Payment Fund.”

“Interest Payment Date” means a date on which interest evidenced and represented by the Certificates and
the Local Agency Certificates is due and payable, being June 1 and December 1 of each year, commencing
December 1, 2020.

“Late Payment Rate” means the lesser of (x) the greater of (i) the per annum rate of interest, publicly
announced from time to time by JPMorgan Chase Bank at its principal office in the City of New York, as its prime
or base lending rate (“Prime Rate™) (any change in such Prime Rate to be effective on the date such change is
announced by JPMorgan Chase Bank) plus 3%, and (ii) the then applicable highest rate of interest on the respective
Local Agency Certificates and (y) the maximum rate permissible under applicable usury or similar laws limiting
interest rates. The Late Payment Rate shall be computed on the basis of the actual number of days elapsed over a
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year of 360 days. In the event JPMorgan Chase Bank ceases to announce its Prime Rate publicly, Prime Rate shall
be the publicly announced prime or base lending rate of such national bank as AGM shall specify. If the interest
provisions of this subparagraph (a) shall result in an effective rate of interest which, for any period, exceeds the limit
of the usury or any other laws applicable to the indebtedness created in the respective Local Agency Trust
Agreement, then all sums in excess of those lawfully collectible as interest for the period in question shall, without
further agreement or notice between or by any party to the respective Local Agency Trust Agreement, be applied as
additional interest for any later periods of time when amounts are outstanding under the respective Local Agency
Trust Agreement to the extent that interest otherwise due under the respective Local Agency Trust Agreement for
such periods plus such additional interest would not exceed the limit of the usury or such other laws, and any excess
shall be applied upon principal immediately upon receipt of such moneys by AGM, with the same force and effect
as if the Authority or Local Agency had specifically designated such extra sums to be so applied and AGM had
agreed to accept such extra payment(s) as additional interest for such later periods. In no event shall any agreed-to or
actual exaction as consideration for the indebtedness created in the respective Local Agency Trust Agreement
exceed the limits imposed or provided by the law applicable to this transaction for the use or detention of money or
for forbearance in seeking its collection.

“Local Agency” or “Local Agencies” means, as applicable, the City of Desert Hot Springs, the City of
Menifee and the City of Moreno Valley, each a duly organized and existing political subdivision of the State of
California.

“Local Agency Certificates” means respective the California Communities Transportation Revenue
(Installment Sale) Certificates of Participation, Series 2020 (Federally Taxable) (T.R.I.P. — Total Road Improvement
Program) Evidencing and Representing Proportionate and Undivided Interests in Installment Sale Payments payable
by the applicable Local Agency. The term “Serial Certificates” means Local Agency Certificates for which no
sinking fund payments are provided. The term “Term Certificates” means Local Agency Certificates which are
payable on or before their specified payment dates from sinking fund payments established for that purpose and
calculated to prepay such Local Agency Certificates on or before their specified payment dates. The term
Certificates except to the extent of the particular terms included in the First Supplement to Trust Agreement include
the Local Agency Certificates.

“Local Agency Certificates Trustee” means Wilmington Trust, National Association, as successor to Wells
Fargo Bank, National Association, as predecessor trustee, or any successor thereto appointed pursuant to the
respective Local Agency Trust Agreement.

“Local Agency Trust Agreement” means the respective Original Trust Agreement as amended and
supplemented by the First Supplement to Trust Agreement, as originally executed and as it may from time to time be
amended or supplemented by all Supplemental Local Agency Trust Agreements executed pursuant to the provisions
of the respective Local Agency Trust Agreement.

“Maximum Annual Debt Service” means the greatest total Debt Service payable in any Fiscal Year during
the period commencing with the then current Fiscal Year and terminating with the Fiscal Year in which payments
are due under the last Contract.

“Measure A Ordinance” means Ordinance No. 02-001, the Transportation Expenditure Plan and Retail
Transaction and Use Tax Ordinance, adopted by the Riverside County Transportation Commission on May 8, 2002,
and approved by at least two-thirds of electors voting on such proposition in the November 5, 2002 election, as
supplemented and amended.

“Measure A Project” means a capital project for which Measure A Receipts may be expended.
“Measure A Receipts” means Measure A Revenues allocated by the Riverside County Transportation

Commission to each Local Agency pursuant to the Measure A Ordinance, to the extent the Project constitutes a
Measure A Project, in an amount not greater than the Installment Sale Payments related to such Measure A Project.
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“Measure A Receipts Account” means the account by that name established pursuant to the respective
Installment Sale Agreement.

“Measure A Receipts Coverage Amount” means an amount in any Fiscal Year equal to Measure A
Revenues allocated to the respective Local Agency in excess of Measure A Receipts but not more than 50% of
Measure A Receipts for such Fiscal Year.

“Measure A Revenues” means revenues of the Riverside County Transportation Commission derived from
a retail transactions and use tax (Measure A funds) imposed in the County of Riverside pursuant to the Riverside
County Transportation Sales Tax Act, Division 25 (Section 240000 et seq.) of the Public Utilities Code of the State
of California, as now in effect and as it may from time to time hereafter be amended or supplemented, and the
Measure A Ordinance.

“Moody’s” means Moody’s Investor Services, Inc., a corporation organized and existing under the laws of
the State of Delaware, its successors and their assigns, except that if such entity shall be dissolved or liquidated or
shall no longer perform the functions of a securities rating agency, then the term “Moody’s” shall be deemed to refer
to any other nationally recognized securities rating agency selected by the Local Agencies pursuant to the Local
Agency Trust Agreements and the Agreements.

“Office of the Certificate Trustee” and “Office of the Trustee” means the corporate trust office of the
Certificate Trustee in Costa Mesa, California.

“Opinion of Counsel” means a written opinion of counsel of recognized national standing in the field of
law relating to municipal obligations, appointed and paid by the Authority and satisfactory to and approved by the
Certificate Trustee (who shall be under no liability by reason of such approval).

“Original Installment Sale Agreement” means (i) that 2012 Installment Sale Agreement, dated as of
February 1, 2012 with respect to the City of Desert Hot Springs, (ii) that 2012 Installment Sale Agreement, dated as
of May 1, 2012 with respect to the City of Menifee, or (iii) that 2012 Installment Sale Agreement, dated as of
August 1, 2013 with respect to the City of Desert Hot Springs, each between the respective Local Agency, as
Purchaser and the Authority, as Seller, as originally executed.

“Original Trust Agreement” means (i) that Trust Agreement, dated as of February 1, 2012 with respect to
the City of Desert Hot Springs, (ii) that Trust Agreement, dated as of May 1, 2012 with respect to the City of
Menifee, or (iii) that Trust Agreement, dated as of August 1, 2013 with respect to the City of Moreno Valley, each
among the Authority, Wilmington Trust, National Association, as successor to Wells Fargo Bank, National
Association, as predecessor trustee, and the respective Local Agency, as originally executed.

“Other Available Revenues” means revenues, other than Revenues as defined in the respective Agreement,
legally available to the respective Local Agency to make Installment Sale Payments, if any.

“Owner” means any person who shall be the registered owner of any Outstanding Certificate. As such term
is used in the Local Agency Trust Agreement, “Owner” means any person who shall be the registered owner of any
Outstanding Local Agency Certificate.

“Permitted Investments” means any of the following to the extent permitted by the laws of the State and the
applicable Local Agency’s Investment Policy:

A Direct obligations of the United States of America (including obligations issued or held
in book-entry form on the books of the Department of the Treasury, and CATS and TIGRS) or obligations
the principal of and interest on which are unconditionally guaranteed by the United States of America.

B. Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any
of the following federal agencies and provided such obligations are backed by the full faith and credit of
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the United States of America (stripped securities are only permitted if they have been stripped by the

agency itself):

1.

C.

U.S. Export-Import Bank (Eximbank)
Direct obligations or fully guaranteed certificates of beneficial ownership

Federal Housing Administration Debentures (FHA)

General Services Administration
Participation certificates

Government National Mortgage Association (GNMA or “Ginnie Mae”)

GNMA - guaranteed mortgage-backed bonds

GNMA - guaranteed pass-through obligations (not acceptable for certain cash-flow
sensitive issues.)

U.S. Maritime Administration
Guaranteed Title XI financing

U.S. Department of Housing and Urban Development (HUD)

Project Notes

Local Authority Bonds

New Communities Debentures - U.S. government guaranteed debentures

U.S. Public Housing Notes and Bonds - U.S. government guaranteed public housing
notes and bonds

Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any

of the following non-full faith and credit U.S. government agencies (stripped securities are only permitted
if they have been stripped by the agency itself):

1.

D.

Federal Home Loan Bank System
Senior debt obligations

Federal Home Loan Mortgage Corporation (FHLMC or “Freddie Mac”)
Participation Certificates
Senior debt obligations

Federal National Mortgage Association (FNMA or “Fannie Mae™)
Mortgage-backed securities and senior debt obligations

Resolution Funding Corp. (REFCORP) obligations

Farm Credit System
Consolidated systemwide bonds and notes

Money market funds registered under the Federal Investment Company Act of 1940,

whose shares are registered under the Federal Securities Act of 1933, and having a rating by S&P of
AAAM-G; AAA-m; or AA-m and if rated by Moody’s rated Aaa, Aal or Aa2 including funds for which
the Certificate Trustee or Local Agency Certificates Trustee, as applicable, its parent holding company, if
any, or any affiliates or subsidiaries of the Certificate Trustee or Local Agency Certificates Trustee, as
applicable, provide investment advisory or other management services.

E.

Certificates of deposit secured at all times by collateral described in (A) and/or (B)

above. Such certificates must be issued by commercial banks, savings and loan associations or mutual
savings banks which may include the Certificate Trustee or Local Agency Certificates Trustee, as
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applicable, and its affiliates. The collateral must be held by a third party and the Owners must have a
perfected first security interest in the collateral.

F. Certificates of deposit, savings accounts, deposit accounts or money market deposits
which are fully insured by FDIC, including BIF and SAIF which may include the Certificate Trustee or
Local Agency Certificates Trustee, as applicable, and its affiliates.

G. Investment Agreements, including GIC’s, Forward Purchase Agreements and Reserve
Fund Put Agreements (Investment Agreement criteria is available upon request).

H. Commercial paper rated, at the time of purchase, “Prime - 1” by Moody’s and “A-1" or
better by S&P.

l. Bonds or notes issued by any state or municipality which are rated by Moody’s and S&P
in one of the two highest rating categories assigned by such agencies.

J. Federal funds or bankers acceptances with a maximum term of one year of any bank
which has an unsecured, uninsured and unguaranteed obligation rating of “Prime - 1” or “A3” or better by
Moody’s and “A-1" or “A” or better by S&P which may include the Certificate Trustee or Local Agency
Certificates Trustee, as applicable, and its affiliates.

K. The Local Agency Investment Fund (LAIF) administered by the State of California.

L. Repurchase Agreements for 30 days or less must follow the following criteria.
Repurchase agreements provide for the transfer of securities from a dealer bank or securities firm
(seller/borrower) to a municipal entity (buyer/lender), and the transfer of cash from a municipal entity to
the dealer bank or securities firm with an agreement that the dealer bank or securities firm will repay the
cash plus a yield to the municipal entity in exchange for the securities at a specified date.

1. Repos must be between the municipal entity and a dealer bank or securities firm

a. Primary dealers on the Federal Reserve reporting dealer list which are rated A or
better by Standard & Poor’s Corporation and Moody’s Investor Services, or

b. Banks rated “A” or above by Standard & Poor’s Corporation and Moody’s
Investor Services.
2. The written repo contract must include the following:
a. Securities which are acceptable for transfer are:
()] Direct U.S. governments, or

2 Federal agencies backed by the full faith and credit of the U.S.
government (and FNMA & FHLMC)

b. The term of the repo may be up to 30 days
c. The collateral must be delivered to the municipal entity, trustee (if trustee is not
supplying the collateral) or third party acting as agent for the trustee (if the trustee is supplying the

collateral) before/simultaneous with payment (perfection by possession of certificated securities).

d. Valuation of Collateral
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Q) The securities must be valued weekly, marked-to-market at current
market price plus accrued interest.

@) The value of collateral must be equal to 104% of the amount of cash
transferred by the municipal entity to the dealer bank or security firm under the repo plus
accrued interest. If the value of securities held as collateral slips below 104% of the value
of the cash transferred by municipality, then additional cash and/or acceptable securities
must be transferred. If, however, the securities used as collateral are FNMA or FHLMC,
then the value of collateral must equal 105%.

3. Legal opinion which must be delivered to the municipal entity:
a. Repo meets guidelines under state law for legal investment of public funds.

“Pooled Revenues” means all interest and principal payments becoming due and payable on the Local
Agency Certificates and other payments paid by the Local Agencies and received by the Authority pursuant to the
Local Agency Trust Agreements and all interest or other income from any investment of any money in any fund or
account pursuant to the Program Trust Agreement as summarized in this Appendix A under the caption “THE
PROGRAM TRUST AGREEMENT - POOLED REVENUES - Deposit and Investments of Money in Accounts
and Funds.”

“Prepayment Price” means, (i) with respect to any Certificate (or portion thereof) the principal amount with
respect to such Certificate (or portion), plus the applicable premium, if any, payable upon prepayment thereof
pursuant to the provisions of such Certificate and the Program Trust Agreement and (ii) with respect to any Local
Agency Certificate (or portion thereof) the principal amount with respect to such Local Agency Certificate (or
portion), plus the applicable premium, if any, payable upon prepayment thereof pursuant to the provisions of such
Local Agency Certificate and the respective Local Agency Trust Agreement.

“Pricing Confirmation Supplement” means that certain Pricing Confirmation Supplement attached to the
Purchase Agreement as agreed and accepted by each of the respective Local Agencies.

“Principal Fund” means (i) with respect to the Local Agency Certificates, the account by that name
established and maintained pursuant to the Local Agency Trust Agreement and, (ii) with respect to the Certificates,
the account by that name established and maintained pursuant to the Program Trust Agreement as summarized in
this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - POOLED REVENUES -
Establishment and Maintenance of Accounts for Use of Money in the Certificate Payment Fund.”

“Principal Payment Account” means (i) with respect to the Local Agency Certificates, the account within
the Principal Fund by that name established for the Local Agency pursuant to the Local Agency Trust Agreement
and, (ii) with respect to the Certificates, the account within the Principal Fund by that name established for each
series of Local Agency Certificates pursuant to the Program Trust Agreement as summarized in this Appendix A
under the caption “THE PROGRAM TRUST AGREEMENT - POOLED REVENUES - Establishment and
Maintenance of Accounts for Use of Money in the Certificate Payment Fund.”

“Proceeds Fund” means the fund by that name established in the Program Trust Agreement as summarized
in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - EXECUTION AND
DELIVERY OF CERTIFICATES - Procedure for the Execution and Delivery of Certificates; Establishment of
Funds and Accounts; Deposit of Proceeds.”

“Proceeds Subaccounts” means the Proceeds Subaccounts created in the Proceeds Fund under the Program
Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT -
EXECUTION AND DELIVERY OF CERTIFICATES - Procedure for the Execution and Delivery of Certificates;
Establishment of Funds and Accounts; Deposit of Proceeds.”
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“Program” means the California Statewide Communities Development Authority T.R.l.P. — Total Road
Improvement Program pursuant to which the Local Agency Certificates will be and the Certificates are being
executed and delivered to assist local agencies in financing Projects.

“Program Trust Agreement” means the Trust Agreement, dated as of October 1, 2020, among the
Authority, the Certificate Trustee and the Local Agencies, as originally executed and as it may from time to time be
amended or supplemented by all Supplemental Trust Agreements executed pursuant to the provisions of the
Program Trust Agreement.

“Project” means the design, engineering, permitting and construction by the Authority, for sale to the Local
Agency, of certain street and roadway improvements and resurfacing, all as described more particularly in the
Agreement.

“Project Costs” means all costs of payment of, or reimbursement for, the engineering, design, acquisition,
installation, provision and financing of the Projects, including but not limited to, engineering and installation
management costs, administrative costs and capital expenditures relating to financing payments, costs of accounting,
feasibility, environmental and other reports, interest during the period of acquisition and installation of the Projects,
insurance costs, inspection costs, permit fees, filing and recording costs, printing costs, reproduction and binding
costs, initial fees and charges of the Authority and the Trustee, escrow fees, financing discounts, legal fees and
charges, financial and other professional consultant fees and charges in connection with the foregoing.

“Pro Rata Share of Principal” means during any month an amount of principal becoming due and payable
under the Agreement on the next succeeding Certificate Payment Date that would have accrued if such principal
were deemed to accrue monthly in equal amounts from the preceding Certificate Payment Date.

“Purchase Agreement” means that certain Certificate Purchase Agreement by and between each of the
Local Agencies and the Purchaser relating to the Certificates.

“Purchase Price” following the Effective Date, means the total of all 2020 Installment Sale Payments owed
by the Local Agency to the Authority under the conditions and terms of the Instaliment Sale Agreement for the
repayment of the costs of the design, acquisition and construction of the Project and the incidental costs and
expenses related thereto paid by the Authority, as amended by the First Supplement to Installment Sale Agreement.

“Purchaser” means Stifel, Nicolaus & Company, Incorporated, as initial purchaser of the Certificates.

“Qualified Reserve Instrument” means an insurance policy meeting the requirements of the respective
Local Agency Trust Agreement.

“Rating Agency” means Standard & Poor’s Corporation or, in the event that Standard & Poor’s
Corporation no longer maintains a rating on the Certificates, any other nationally recognized bond rating agency
then maintaining a rating on the Certificates, but, in each instance, only so long as Standard & Poor’s Corporation,
or other nationally recognized rating agency then maintains a rating on the Certificates.

“Record Date” means the 15th day of the month next preceding each Interest Payment Date, whether or not
such day is a business day.

“Request” or “Certificate” with respect to the Local Agency means an instrument in writing signed on
behalf of such Local Agency by an Authorized Local Agency Representative, and with respect to the Authority
means an instrument in writing signed on behalf of the Authority by an Authorized Authority Representative or
other person at the time designated to act on behalf of the Authority by written certificate furnished to the Certificate
Trustee or Local Agency Certificates Trustee, as applicable.

“Reserve Fund” means the fund by that name established and maintained pursuant to the respective Local
Agency Trust Agreement.

A-10



“Reserve Fund Requirement” means, as of any date of calculation, separately with respect to the
Agreement, an amount equal to the least of (i) 10% of the initial stated principal amount (within the meaning of
Section 148 of the Code) of the 2020 Installment Sale Payments under the Agreement; (ii) 125% of the average
annual 2020 Installment Sale Payments under the Agreement; or (iii) the Maximum Annual Debt Service, as defined
in the Agreement.

“Reserve Policy” means the Municipal Bond Debt Service Reserve Insurance Policy issued by AGM and
dated October 8, 2020.

“Reserve Subaccount” means the Subaccount within the Reserve Fund by that name established for the
Local Agency pursuant to the respective Local Agency Trust Agreement.

“Revenues” as used in a respective Local Agency Trust Agreement means all 2020 Installment Sale
Payments and other payments paid by the respective Local Agency and received by the Authority pursuant to the
respective Agreement and all interest or other income from any investment of any money in any fund or account
pursuant to the Local Agency Trust Agreement.

“Revenues” as used in a respective Agreement means (i) all Measure A Receipts and (ii) all Gas Tax
Revenues (under the Agreements of the City of Desert Hot Springs and the City of Menifee only).

“Revenue Fund” means the fund by that name established and maintained pursuant to the respective Local
Agency Trust Agreement.

“S&P” means S&P Global Ratings, a division of The McGraw-Hill Companies, Inc., a corporation duly
organized and existing under and by virtue of the laws of the State of New York, and its successors and assigns,
except that if such entity shall be dissolved or liquidated or shall no longer perform the functions of a securities
rating agency, then the term “S&P” shall be deemed to refer to any other nationally recognized securities rating
agency selected by the Local Agencies.

“Securities Depositories” means: The Depository Trust Company, 711 Stewart Avenue, Garden City, New
York 11530, Fax-(516) 227-4039 or 4190; or such other addresses and/or such other securities depositories as the
Authority may designate to the Certificate Trustee in writing.

“State” means the State of California.

“Supplemental Local Agency Trust Agreement” means any trust agreement then in full force and effect
which has been duly executed and delivered by the Authority and the Local Agency Certificate Trustee amendatory
under the Local Agency Trust Agreement or supplemental thereto; but only if and to the extent that such
Supplemental Local Agency Trust Agreement is specifically authorized under the Local Agency Trust Agreement.

“Surplus Account” means (i) with respect to the Local Agency Certificates, the account by that name
established and maintained pursuant to the respective Local Agency Trust Agreement and (ii) with respect to the
Certificates, the account by that name established and maintained pursuant to the Program Trust Agreement as
summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - POOLED
REVENUES - Establishment and Maintenance of Accounts for Use of Money in the Certificate Payment Fund.”

“2020 Continuing Disclosure Agreement” means the Continuing Disclosure Agreement, dated October 8,
2020, by and between the Local Agency and the dissemination agent specified thereunder, as originally executed
and as it may from time to time be amended or supplemented in accordance with its terms.

#2020 Installment Sale Payments” means the Installment Sale Payments scheduled to be paid by the Local
Agency under and pursuant to the Agreement. Following the Effective Date of the First Supplement to Installment
Sale Agreement, the term 2020 Instaliment Sale Payments shall mean the 2020 Installment Sale Payments scheduled
to be paid by the Local Agency in the Installment Sale Payments Schedule set forth in the First Supplement to
Installment Sale Agreement.
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“2020 Installment Sale Payment Date” means any date on which 2020 Installment Sale Payments are
scheduled to be paid by the Local Agency under and pursuant to the Agreement.

“2020 Installment Sale Payments” means, with respect to each Local Agency, the periodic payments
scheduled to be paid by the Local Agency under and pursuant to its First Supplement to Installment Sale Agreement.

PROGRAM TRUST AGREEMENT

EXECUTION AND DELIVERY OF CERTIFICATES

Preparation and Purpose of Certificates. The Authority has reviewed all proceedings heretofore taken
relative to the authorization of the Certificates and has found, as a result of such review, and finds and determines
that all acts, conditions and things required by law to exist, to have happened and to have been performed precedent
to and in the execution and delivery of the Certificates do exist, have happened and have been performed in due
time, form and manner as required by law, and that the Authority is now duly authorized, pursuant to each and every
requirement of the Act, to cause the Certificates to be executed and delivered in the form and manner provided in the
Program Trust Agreement for the purpose of providing funds to purchase the Local Agency Certificates, and that the
Certificates shall be entitled to the benefit, protection and security of the provisions of the Program Trust
Agreement. The Certificate Trustee is authorized and directed to prepare the Certificates in the initial aggregate
principal amount equal to the aggregate principal amount of the Local Agency Certificates, each evidencing and
representing a proportionate, undivided interest in the Local Agency Certificates. The Local Agencies authorize the
Authority to execute on their behalf, a letter of representations to be delivered to DTC in connection with the
delivery of the Certificates (the “Representation Letter”). The Certificate Trustee is authorized to execute and
deliver the Certificates to the Purchaser upon receipt of a written request of the Local Agencies, the Local Agency
Certificates and the proceeds of sale of the Certificates.

The Certificates evidence and represent a proportionate, undivided interest in the Local Agency
Certificates, such that each Local Agency participating in the Program is severally, and not jointly, liable on each
such Certificates in the proportion that the principal component of such Local Agency Certificate and related Local
Agency Installment Sale Payments bears to the total aggregate principal component of the Local Agency Certificates
to be made by all Local Agencies participating in the Program and the same series. Each Local Agency
participating in the Program has, pursuant to its Local Agency Trust Agreement, authorized and directed the
Certificate Trustee on behalf of that Local Agency to prepare and execute the Certificates and to deliver the
Certificates to the Purchaser upon payment of the purchase price thereof, pursuant to the terms of the Program Trust
Agreement.

Equal Security. In consideration of the acceptance of the Certificates by the Owners, the Program Trust
Agreement shall be deemed to be and shall constitute a contract among the Certificate Trustee, the Local Agencies,
and the Owners to secure the full and final payment of the interest and principal evidenced and represented by the
Certificates, subject to the agreements, conditions, covenants and terms contained in the Program Trust Agreement;
and all agreements, conditions, covenants and terms contained in the Program Trust Agreement required to be
observed or performed by or on behalf of the Certificate Trustee shall be for the equal and proportionate benefit,
protection and security of all Owners without distinction, preference or priority as to benefit, protection or security
of any Certificates over any other Certificates by reason of the number or date thereof or the time of execution or
delivery thereof or otherwise for any cause whatsoever, except as expressly provided therein or in the Program Trust
Agreement.

Transfer and Payment of Certificates. Any Certificate may, in accordance with its terms, be transferred in
the records maintained pursuant to the provisions of the Program Trust Agreement as summarized in this Appendix
A under the caption “THE PROGRAM TRUST AGREEMENT - EXECUTION AND DELIVERY OF
CERTIFICATES - Certificate Registration Books” by the person in whose name it is registered, in person or by his
duly authorized attorney, upon surrender of such Certificates for cancellation accompanied by delivery of a duly
executed written instrument of transfer in a form approved by the Certificate Trustee. Whenever any Certificates
shall be surrendered for transfer, the Certificate Trustee shall execute and deliver to the transferee a new Certificate
or Certificates of the same series and maturity for a like aggregate principal amount. The Certificate Trustee shall
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require the payment by the Owner requesting such transfer of any tax or other governmental charge required to be
paid with respect to such transfer as a condition precedent to the exercise of such privilege.

The Authority and the Certificate Trustee may deem and treat the registered owner of any Certificates as
the absolute owner of such Certificates for the purpose of receiving payment thereof and for all other purposes,
whether such Certificates shall be overdue or not, and neither the Authority nor the Certificate Trustee shall be
affected by any notice or knowledge to the contrary; and payment of the interest and principal and prepayment
premium, if any, evidenced and represented by such Certificates shall be made only to such registered owner, which
payments shall be valid and effectual to satisfy and discharge liability on such Certificates to the extent of the sum
or sums so paid.

The Certificate Trustee shall not be required to execute, register the transfer of or exchange any Certificates
during the fifteen (15) days preceding each Interest Payment Date or the date of selection by the Certificate Trustee
of Certificates for prepayment, or to register the transfer of or exchange any Certificates which have been selected
for prepayment in whole or in part.

Exchange of Certificates. Certificates may be exchanged at the office of the Certificate Trustee for a like
aggregate principal amount of Certificates of the same series and payment date of other authorized denominations.
The Certificate Trustee shall require the payment by the Owner requesting such exchange of any tax or other
governmental charge required to be paid with respect to such exchange as a condition precedent to the exercise of
such privilege.

Certificate Registration Books. The Certificate Trustee will keep at its office sufficient books for the
registration and transfer of the Certificates which shall at all times be open to inspection by the Local Agencies or
any Owner on reasonable notice during regular business hours on any Business Day, and upon presentation for such
purpose the Certificate Trustee shall, under such reasonable regulations as it may prescribe, register or transfer the
Certificates in such books as hereinabove provided.

Mutilated, Destroyed, Stolen or Lost Certificates. If any Certificate shall become mutilated the Certificate
Trustee at the expense of the Owner shall thereupon execute and deliver, a new Certificate of like tenor and humber
in exchange and substitution for the Certificate so mutilated, but only upon surrender to the Certificate Trustee of the
Certificate so mutilated. Every mutilated Certificate so surrendered to the Certificate Trustee shall be canceled.

If any Certificate shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may be
submitted to the Certificate Trustee and, if such evidence be satisfactory to the Certificate Trustee and the Authority
and indemnity satisfactory to the Certificate Trustee and the Authority shall be given, the Certificate Trustee, at the
expense of the Owner, shall thereupon execute and deliver, a new Certificate of like tenor and number in lieu of and
in substitution for the Certificate so lost, destroyed or stolen.

The Certificate Trustee may require payment of a reasonable sum for each new Certificate executed and
delivered under this section and of the expenses which may be incurred by the Authority and the Certificate Trustee
in the premises. Any Certificate executed and delivered under the provisions of this section in lieu of any Certificate
alleged to be lost, destroyed or stolen shall be equally and proportionately entitled to the benefits of the Program
Trust Agreement with all other Certificates of the same series secured by the Program Trust Agreement. Neither the
Authority nor the Certificate Trustee shall be required to treat both the original Certificate and any duplicate
Certificate as being Outstanding for the purpose of determining the principal amount of Certificates which may be
executed and delivered under the Program Trust Agreement or for the purpose of determining any percentage of
Certificates Outstanding under the Program Trust Agreement, but both the original and duplicate Certificate shall be
treated as one and the same.

Temporary Certificates. The Certificates executed and delivered under the Program Trust Agreement may
be initially executed and delivered in temporary form exchangeable for definitive Certificates when ready for
delivery. The temporary Certificates may be printed, lithographed or typewritten, shall be of such denominations as
may be determined by the Certificate Trustee, shall be in fully registered form and may contain such reference to
any of the provisions of the Program Trust Agreement as may be appropriate. Every temporary Certificate shall be
executed and delivered by the Certificate Trustee upon the same conditions and terms and in substantially the same
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manner as definitive Certificates. If the Certificate Trustee executes and delivers temporary Certificates it will
execute and furnish definitive Certificates without delay and thereupon the temporary Certificates may be
surrendered, for cancellation, in exchange therefor at the Office of the Certificate Trustee, and the Certificate
Trustee shall deliver in exchange for such temporary Certificates an equal aggregate principal amount of definitive
Certificates of authorized denominations. Until so exchanged, the temporary Certificates shall be entitled to the
same benefits under the Program Trust Agreement as definitive Certificates delivered under the Program Trust
Agreement.

Procedure for the Execution and Delivery of Certificates; Establishment of Funds and Accounts;
Deposit of Proceeds. Upon the delivery and deposit of the Local Agency Certificates, the Certificate Trustee shall
execute the Certificates for delivery under the Program Trust Agreement, and thereupon the Certificates shall be
delivered by the Certificate Trustee to the purchaser thereof upon the Request of the Authority and upon receipt of
payment therefor from the purchaser thereof. The Certificate Trustee agrees to establish and maintain under the
Program Trust Agreement, in trust, the Costs of Issuance Fund, the Proceeds Fund and the Proceeds Subaccounts
therein, the Certificate Payment Fund and the Payment Accounts therein, one of which shall be established for each
series of Local Agency Certificates, the Interest Fund and the Principal Fund. Upon receipt of payment for the
Certificates from the purchaser thereof, the Certificate Trustee shall set aside and deposit the proceeds received from
such sale in the following respective accounts or funds or with the following respective persons, in the following
order of priority:

@ The Certificate Trustee shall transfer to Proceeds Fund the amounts set forth in this Official
Statement under the caption “ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS,” and transfer
such amounts to the respective Local Agency Certificates Trustee for deposit in the Escrow Fund as provided in
each respective Local Agency Trust Agreement.

(b) The “Costs of Issuance Fund” is established as a separate trust fund with the Certificate Trustee.
The Certificate Trustee shall deposit the amounts set forth in this Official Statement under the caption
“ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS” which are transferred to the Certificate
Trustee by the Local Agency Certificate Trustee pursuant to the Local Agency Trust Agreements. The moneys in
the Costs of Issuance Fund shall be disbursed, upon the Request of the Authority, to pay Costs of Issuance.

Validity of Certificates. The validity of the Certificates shall not be dependent on or affected in any way
by the proceedings taken by the Authority or the Certificate Trustee for the refinancing of the Projects. The recital
contained in the Certificates that the same are executed and delivered pursuant to the Program Trust Agreement shall
be conclusive evidence of their validity and of the regularity of their execution and delivery, and all Certificates
shall be incontestable from and after their execution and delivery. The Certificates shall be deemed to be executed
and delivered, within the meaning of the Program Trust Agreement, whenever the definitive Certificates (or any
temporary Certificates exchangeable therefor) shall have been delivered to the purchaser thereof and the proceeds of
sale thereof received.

Special Covenants as to Book-Entry Only System for Certificates. (a) Except as otherwise provided in
subsections (b) and (c) of this section, all of the Certificates initially executed and delivered shall be registered in the
name of Cede & Co., as nominee for The Depository Trust Company, New York, New York (“DTC"), or such other
nominee as DTC shall request pursuant to the Representation Letter. Payment of the interest evidenced and
represented by any Certificate registered in the name of Cede & Co. shall be made on each Interest Payment Date
for such Certificates to the account, in the manner and at the address indicated in or pursuant to the Representation
Letter.

(b) The Certificates initially shall be executed and delivered in the form of a single fully registered
certificate for each stated payment date of such Certificates, representing the aggregate principal amount evidenced
and represented by the Certificates payable on such payment date. Upon initial execution and delivery, the
ownership of all such Certificates shall be registered in the registration books maintained by the Certificate Trustee
pursuant to the Program Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM
TRUST AGREEMENT - EXECUTION AND DELIVERY OF CERTIFICATES - Certificate Registration Books”
in the name of Cede & Co., as nominee of DTC, or such other nominee as DTC shall request pursuant to the
Representation Letter. The Certificate Trustee, the Local Agencies, the Authority and any paying agent may treat
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DTC (or its nominee) as the sole and exclusive owner of the Certificates registered in its name or the name of its
nominee for the purposes of payment of the principal or Prepayment Price and interest evidenced and represented by
such Certificates, selecting the Certificates or portions thereof to be prepaid, giving any notice permitted or required
to be given to Owners under the Program Trust Agreement, registering the transfer of Certificates, obtaining any
consent or other action to be taken by Owners of the Certificates and for all other purposes whatsoever; and neither
the Certificate Trustee or the Authority or any paying agent shall be affected by any notice to the contrary. Neither
the Certificate Trustee, the Local Agencies nor the Authority or any paying agent shall have any responsibility or
obligation to any Participant (which means, for purposes of this section, securities brokers and dealers, banks, trust
companies, clearing corporations and other entities, some of whom directly or indirectly own DTC), any person
claiming a beneficial ownership interest in the Certificates under or through DTC or any Participant, or any other
person which is not shown on the registration books as being an Owner, with respect to (i) the accuracy of any
records maintained by DTC or any Participant, (ii) the payment by DTC or any Participant of any amount in respect
of the principal, Prepayment Price or interest evidenced and represented by the Certificates, (iii) any notice which is
permitted or required to be given to Owners of Certificates under the Program Trust Agreement, (iv) the selection by
DTC or any Participant of any person to receive payment in the event of a partial prepayment of the Certificates, or
(v) any consent given or other action taken by DTC as Owner of Certificates. The Certificate Trustee shall pay all
principal, premium, if any, and interest evidenced and represented by the Certificates only at the times, to the
accounts, at the addresses and otherwise in accordance with the Representation Letter, and all such payments shall
be valid and effective to satisfy fully and discharge the obligations with respect to the principal, premium, if any,
and interest evidenced and represented by the Certificates to the extent of the sum or sums so paid. Upon delivery
by DTC to the Certificate Trustee of written notice to the effect that DTC has determined to substitute a new
nominee in place of its then existing nominee, the Certificates will be transferable to such new nominee in
accordance with subsection (e) of this section.

(c) In the event that the Authority determines that it is in the best interests of the Local Agencies or
the beneficial owners of the Certificates that they be able to obtain certificates, the Certificate Trustee shall, upon the
written instruction of the Authority, so notify DTC, whereupon DTC shall notify the Participants of the availability
through DTC of such certificates. In such event, the Certificates will be transferable in accordance with subsection
(e) of this section. DTC may determine to discontinue providing its services with respect to the Certificates at any
time by giving written notice of such discontinuance to the Authority, the Local Agencies and the Certificate Trustee
and discharging its responsibilities with respect thereto under applicable law. In such event, the Certificates will be
transferable in accordance with subsection (e) of this section. Whenever DTC requests the Authority, the Local
Agencies and the Certificate Trustee to do so, the Certificate Trustee, the Local Agencies and the Authority will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another securities depository
to maintain custody of all certificates evidencing the Certificates then Outstanding. In such event, the Certificates
will be transferable to such securities depository in accordance with subsection (e) of the Program Trust Agreement
as summarized in this section, and thereafter, all references in the Program Trust Agreement to DTC or its nominee
shall be deemed to refer to such successor securities depository and its nominee, as appropriate.

(d) Notwithstanding any other provision of the Program Trust Agreement to the contrary, so long as
all Certificates Outstanding are registered in the name of any nominee of DTC, all payments with respect to the
principal, premium, if any, and interest evidenced and represented by each such Certificate and all notices with
respect to each such Certificate shall be made and given, respectively, to DTC as provided in the Representation
Letter.

(e) In the event that any transfer or exchange of Certificates is authorized under subsection (b) or (c)
of this section, such transfer or exchange shall be accomplished upon receipt by the Certificate Trustee from the
registered Owner thereof of the Certificates to be transferred or exchanged and appropriate instruments of transfer to
the permitted transferee, all in accordance with the applicable provisions of the Program Trust Agreement as
summarized in this Appendix A under the captions “THE PROGRAM TRUST AGREEMENT - Transfer and
Payment of Certificates” and “— Exchange of Certificates.” In the event Certificates are delivered to Owners other
than Cede & Co., its successor as nominee for DTC as Owner of all the Certificates, another securities depository as
Owner of all the Certificates, or the nominee of such successor securities depository, the provisions of the Program
Trust Agreement as summarized in this Appendix A under the captions “THE PROGRAM TRUST AGREEMENT
— Transfer and Payment of Certificates” and “~ Exchange of Certificates,” shall also apply to, among other things,
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the registration, exchange and transfer of the Certificates and the method of payment of principal, premium, if any,
and interest evidenced and represented by the Certificates.

POOLED REVENUES

Pledge of Pooled Revenues; Assignment; Deposit of Local Agency Certificates. All Pooled Revenues and
any other amounts (including proceeds of the sale of the Certificates) held by the Certificate Trustee in any fund or
account established under the Program Trust Agreement are thereunder irrevocably pledged to the payment of the
principal, interest and premium, if any, evidenced and represented by the Certificates as provided in the Program
Trust Agreement, and the Pooled Revenues shall not be used for any other purpose while any of the Certificates
remain Outstanding; provided, however, that out of the Pooled Revenues and other moneys there may be applied
such sums for such purposes as are permitted under the Program Trust Agreement. Such pledge shall constitute a
first pledge of and charge and lien upon the Pooled Revenues and all other moneys on deposit in the funds and
accounts established under the Program Trust Agreement for the payment of the interest and principal evidenced and
represented by the Certificates in accordance with the terms thereof.

The Local Agency Certificates, as evidenced and represented by the Certificates, are irrevocably deposited
with and pledged and transferred to the Certificate Trustee, who is the registered owner of each Local Agency
Certificate for the benefit of the Owners of the Certificates and the payments on the Local Agency Certificates shall
be used for the punctual payment of the interest and principal evidenced and represented by the Certificates, and the
Local Agency Certificates shall not be used for any other purpose while any of the Certificates remain Outstanding.
Such deposit, transfer and pledge shall constitute a first and exclusive lien on the principal and interest payments of
the Local Agency Certificates for the foregoing purpose in accordance with the terms of the Program Trust
Agreement. The Certificate Trustee accepts the deposit of the Local Agency Certificates.

All principal and interest payments on the Local Agency Certificates shall be paid directly by Trustee to the
Certificate Trustee. All principal and interest payments on the Local Agency Certificates received by the Certificate
Trustee shall be held in trust by the Certificate Trustee under the terms of the Program Trust Agreement and shall be
deposited by it, as and when received, in the appropriate Payment Account within the Certificate Payment Fund,
which fund the Certificate Trustee agrees to maintain so long as any Certificates are Outstanding, and all money in
such fund shall be held in trust by the Certificate Trustee for the benefit of the Local Agency submitting such money
until deposited in the funds specified in the Program Trust Agreement as summarized in this Appendix A under the
caption “THE PROGRAM TRUST AGREEMENT - POOLED REVENUES - Receipt and Deposit of Pooled
Revenues in the Certificate Payment Fund,” whereupon such money shall be held in trust in such funds by the
Certificate Trustee for the benefit and security of the Owners to the extent provided in the Program Trust
Agreement, and invested by the Certificate Trustee in accordance with written instruction to invest delivered in
accordance with the Program Trust Agreement. In the event of any failure to make the required deposits, the
Certificate Trustee shall as soon as practical (but in any event within five Business Days) notify the respective Local
Agency or Local Agencies and the Rating Agency of such failure. If the Certificate Trustee receives Certificate
payments in excess of the amounts required to pay the principal and interest due on such Local Agency’s Certificate
on a respective Interest Payment Date and/or Certificate Payment Date, such excess amounts shall remain in the
appropriate Local Agency’s Payment Account in the Certificate Payment Fund and shall be transferred to such
Local Agency following payment of the amount of Certificates evidencing and representing such Local Agency’s
Certificate. The Local Agencies, to the extent they have any interest in such fund, pledge, transfer, assign and grant
a lien on and a security interest in the Certificate Payment Fund to the Certificate Trustee for the benefit of the
Owners.

The Authority assigns to the Certificate Trustee all of the Authority’s rights and remedies under the
Certificates, the Local Agency Trust Agreements and the Agreements, including, but not limited to, the Authority’s
security interest in and lien upon the Pooled Revenues.

Receipt and Deposit of Pooled Revenues in the Certificate Payment Fund. In order to carry out and
effectuate the pledge, charge and lien contained in the Program Trust Agreement, the Authority agrees and
covenants that all Pooled Revenues when and as received shall be received by the Authority in trust under the
Program Trust Agreement for the benefit of the Owners and shall be deposited when and as received by the
Authority in the Certificate Payment Fund which fund is created and which fund the Authority agrees and covenants
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to maintain with the Certificate Trustee so long as any Certificates shall be Outstanding under the Program Trust
Agreement. All Pooled Revenues shall be accounted for separately for each Local Agency and held in trust in the
Certificate Payment Fund. All Pooled Revenues, whether received by the Authority in trust or deposited with the
Certificate Trustee as provided in the Program Trust Agreement, shall nevertheless be allocated, applied and
disbursed solely for the purposes and uses set forth in the Program Trust Agreement as summarized under the
caption “POOLED REVENUES,” and shall be accounted for separately and apart from all other accounts, funds,
money or other resources of the Authority, and the Authority shall have no beneficial right or interest in any of the
Pooled Revenues except only as provided in the Program Trust Agreement.

Establishment and Maintenance of Accounts for Use of Money in the Certificate Payment Fund. (a) All
money in the Certificate Payment Fund shall be set aside by the Certificate Trustee in the following respective
special funds and accounts within the Certificate Payment Fund in the following order of priority:

Q) Interest Fund, and within the Interest Fund, an Interest Payment Account for each Local Agency;

2 Principal Fund, and within the Principal Fund, a Principal Payment Account for each Local
Agency;

3) Administration Fund, and within the Administration Fund, an Administration Subaccount for each

Local Agency; and
4) Surplus Account.

(b) All money in each of such accounts shall be held in trust by the Certificate Trustee and shall be
applied, used and withdrawn only for the purposes hereinafter authorized in this section. Notwithstanding the
foregoing, the Certificate Trustee need not create separate accounts within the Interest Fund, the Principal Fund and
the Administration Fund, but shall keep sufficient records to account separately for the deposits attributable to each
Local Agency.

Q) Interest Fund. On or before the Business Day immediately preceding each Interest Payment Date,
the Certificate Trustee shall set aside that amount of money representing the interest becoming due and payable on
the Certificates on such Interest Payment Date. All money in the Interest Fund shall be used and withdrawn by the
Certificate Trustee solely for the purpose of paying the interest evidenced and represented by the Certificates as it
shall become due and payable (including accrued interest evidenced and represented by any Certificates purchased
or prepaid prior to the payment dates thereof).

@) Principal Fund. On or before the Business Day immediately preceding each Certificate Payment
Date the Certificate Trustee shall set aside that amount of money representing the principal becoming due and
payable on the Certificates on such Certificate Payment Date. All money in the Principal Fund shall be used and
withdrawn by the Certificate Trustee solely for the purpose of paying the principal evidenced and represented by the
Certificates as it shall become due and payable, whether on their respective Certificate Payment Dates or
prepayment, except that any money in any sinking fund account shall be used and withdrawn by the Certificate
Trustee only to purchase or to prepay or to pay Term Certificates for which such sinking fund account was created.

3) Surplus Account. On the Business Day immediately following each Interest Payment Date the
Certificate Trustee shall deposit in the Surplus Account all money remaining in the Certificate Payment Fund after
the deposits required by paragraphs (1), (2), (3) and (4) of this section have been made. On June 30 of each year,
beginning on June 30, 2021, the Certificate Trustee shall disburse the money in the Surplus Account to each Local
Agency to the extent each such Local Agency’s deposit of moneys, together with investment earnings thereon, if
any, exceeded the deposits required by paragraphs (1), (2), and (3) of this section.

Deposit and Investments of Money in Accounts and Funds. All money held by the Certificate Trustee in
any of the accounts or funds established pursuant to the Program Trust Agreement shall be invested and reinvested
in Permitted Investments at the Request of the respective Local Agency or Local Agencies received not less than
two (2) Business Days prior to the date of making such investment. The Certificate Trustee shall notify the
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respective Local Agency or Local Agencies no less than two (2) Business Days prior to the date moneys held under
the Program Trust Agreement will be available for investment, requesting that the respective Local Agency or Local
Agencies deliver to the Certificate Trustee a Request of the respective Local Agency or Local Agencies specifying
the Permitted Investments to be acquired by the Certificate Trustee with such moneys. If no such Request of the
respective Local Agency or Local Agencies is received, the Certificate Trustee shall hold such moneys uninvested.
All such Permitted Investments shall be valued by the Certificate Trustee not less frequently than semi-annually on
each Interest Payment Date at the lower of the cost or market value thereof. All interest or profits received prior to
the completion of each Project (as certified in writing by the related Authorized Local Agency Representative) on
any money so invested shall be deposited in the related Proceeds Subaccount of the Proceeds Fund, and all interest
or profits received subsequent thereto on any money so invested shall be deposited in the related Local Agency
Interest Payment Account. The Certificate Trustee may act as a principal or agent in making or disposing of any
investment, and all investments may be made through the Certificate Trustee’s investment department or that of its
affiliates. The Certificate Trustee or its affiliates may act as sponsor, agent manager or depository with regard to
any Permitted Investment. The Certificate Trustee shall not incur any liability for losses arising from any
investments made pursuant to this section. The Certificate Trustee shall sell in a commercially reasonably manner,
or present for redemption, any investment security whenever it shall be necessary to provide moneys to meet any
required payment, transfer, withdrawal or disbursement from the fund or account to which such investment security
is credited and the Certificate Trustee shall not be liable or responsible for any loss resulting from the acquisition or
disposition of such investment security in accordance with the Program Trust Agreement.

COVENANTS

Compliance with Program Trust Agreement. The Certificate Trustee will not execute or deliver any
Certificates in any manner other than in accordance with the provisions of the Program Trust Agreement; and
neither the Authority nor the Local Agencies will suffer or permit any default to occur under the Program Trust
Agreement, but will faithfully observe and perform all the agreements, conditions, covenants and terms contained in
the Program Trust Agreement required to be observed and performed by them.

Amendment of Agreements. The Local Agencies and the Authority will not amend or permit the
amendment of their respective Local Agency Trust Agreement or Agreement without (a)(1) a determination that
such amendment does not materially adversely affect the interest of the Owners or the Insurer or (2) the written
consents of the Insurer and the Owners of a majority in aggregate principal amount of the Certificates then
Outstanding, and (b) an Opinion of Counsel to the effect that such amendment is authorized and permitted by the
Program Trust Agreement and is enforceable against the Authority; provided that no such supplement, amendment,
modification or termination shall reduce principal or interest payments on the Local Agency Certificates or the
amount of 2020 Installment Sale Payments to be made by any Local Agency pursuant to its Agreement, or extend
the time for making such payments, or permit the creation of any lien prior to or on a parity with the lien created by
such Local Agency Trust Agreement or Agreement on Revenues thereunder (except as expressly provided in such
Local Agency Trust Agreement), in each case without the written consent of all of the Owners of the Certificates
then Outstanding.

Against Encumbrances. The Authority will not make any pledge of or place any charge or lien upon the
Pooled Revenues except as provided in the Program Trust Agreement, and will not issue any bonds, certificates or
obligations payable from the Pooled Revenues or secured by a pledge of or charge or lien upon the Pooled Revenues
except the Certificates. So long as any Certificates are Outstanding, the Local Agencies will not create or suffer to
be created any pledge of or lien on the respective Local Agency Certificates or Agreements other than the pledge
and lien of the Program Trust Agreement.

Accounting Records and Reports. The Certificate Trustee shall keep proper books of record and account
in accordance with industry standards in which complete and correct entries shall be made of all transactions made
by the Certificate Trustee relating to the receipt, investment, disbursement, allocation and application of all funds
received by the Certificate Trustee under the Program Trust Agreement. Such records shall specify the account or
fund to which each investment (or portion thereof) held by the Certificate Trustee is to be allocated and shall set
forth, in the case of each investment: (a) its purchase price; (b) identifying information, including par amount,
coupon rate, and payment dates; (c) the amount received at maturity or its sale price, as the case may be; (d) the
amounts and dates of any payments made with respect thereto; and (e) such documentation as is required to be
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obtained as evidence to establish that all investments have been purchased in arms’ length transactions with no
amounts paid to reduce the yield on the investments.

Such records shall be open to inspection by the Authority and any Local Agency at any reasonable time
during regular business hours on reasonable notice.

THE CERTIFICATE TRUSTEE

The Certificate Trustee. The Authority hereby appoints and employs the Certificate Trustee to receive,
deposit and disburse the payments on the Local Agency Certificates as provided in the Program Trust Agreement.
Wilmington Trust, National Association shall serve as the Certificate Trustee for the Certificates for the purpose of
receiving all money which the Authority and the Local Agencies are required to deposit with the Certificate Trustee
under the Program Trust Agreement and for the purpose of allocating, applying and using such money as provided
in the Program Trust Agreement and for the purpose of paying the interest, principal and prepayment premiums, if
any, evidenced and represented by the Certificates presented for payment in Costa Mesa, California, with the rights
and obligations provided in the Program Trust Agreement. The Authority agrees that it will at all times maintain a
Certificate Trustee having a designated office in San Francisco, Costa Mesa, or Los Angeles, California.

The Authority may at any time, unless there exists any event of default as defined in the Program Trust
Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT -
EVENTS OF DEFAULT AND REMEDIES OF OWNERS - Events of Default,” remove the Certificate Trustee and
be discharged from its duties and obligations under the Program Trust Agreement at any time initially appointed and
any successor thereto and may appoint a successor or successors thereto by an instrument in writing; provided that
any such successor shall (i) be a bank or trust company doing business and having a principal office in San
Francisco or Los Angeles, California, (ii) have (or in the case of a bank or trust company which is part of a bank
holding company system, the related bank holding company shall have) a combined capital (exclusive of borrowed
capital) and surplus of at least seventy-five million dollars ($75,000,000) and (iii) be subject to supervision or
examination by federal or state authority. If such bank or trust company publishes a report of condition at least
annually, pursuant to law or to the requirements of any supervising or examining authority above referred to, then
for the purpose of this section the combined capital and surplus of such bank or trust company shall be deemed to be
its combined capital and surplus as set forth in its most recent report of condition so published. The Certificate
Trustee may at any time resign and be discharged from its duties and obligations under the Program Trust
Agreement at any time by giving written notice of such resignation to the Authority and by mailing to the Owners
notice of such resignation. Upon receiving such notice of resignation, the Authority shall promptly appoint a
successor Certificate Trustee by an instrument in writing. Any removal or resignation of a Certificate Trustee and
appointment of a successor Certificate Trustee shall become effective only upon the acceptance of appointment by
the successor Certificate Trustee. If, within thirty (30) days after notice of the removal or resignation of the
Certificate Trustee no successor Certificate Trustee shall have been appointed and shall have accepted such
appointment, the removed or resigning Certificate Trustee may petition any court of competent jurisdiction for the
appointment of a successor Certificate Trustee, which court may thereupon, after such notice, if any, as it may deem
proper and prescribe and as may be required by law, appoint a successor Certificate Trustee having the
qualifications required by the Program Trust Agreement.

The Certificate Trustee is authorized to prepay the Certificates when duly presented for payment on their
respective Certificate Payment Dates or on prior prepayment. The Certificate Trustee shall cancel all Certificates
upon payment thereof or upon the surrender thereof by the Authority and shall destroy such Certificates it has
received in accordance with its retention policy then in effect. The Certificate Trustee shall keep accurate records of
all Certificates paid and discharged and canceled by it.

The Authority, solely from amounts held in the Costs of Issuance Fund or paid by the Local Agencies
specifically for such purpose, shall from time to time, subject to any agreement between the Authority and the
Certificate Trustee then in force, pay to the Certificate Trustee compensation for its services, reimburse the
Certificate Trustee for all its advances and expenditures, including, but not limited to, advances to and fees and
expenses of independent accountants and in-house and other counsel and other experts employed by it and
reasonably required in the exercise and performance of its rights and obligations under the Program Trust
Agreement, and, to the extent permitted by law, indemnify and hold the Certificate Trustee and its officers,
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directors, employees and agents harmless against any claim, loss, liability, damages, expenses (including fees, costs
and expenses of counsel) and advances not arising from the Certificate Trustee’s own negligence or willful
misconduct, which the Certificate Trustee may incur in the exercise and performance of its rights and obligations
under the Program Trust Agreement. The obligations of the Authority under this paragraph to compensate,
indemnify, reimburse and hold the Certificate Trustee harmless shall constitute additional indebtedness under the
Program Trust Agreement, and such indebtedness shall have priority over the Certificates in respect of all property
and funds held or collected by the Certificate Trustee as such, except funds held in trust by the Certificate Trustee
for the benefit of the Owners of particular Certificates, including, without limitation, funds held by the Certificate
Trustee in trust to prepay all or a portion of Outstanding Certificates prior to their respective Certificate Payment
Dates for which a notice of prepayment has been sent as provided in the Program Trust Agreement.

Liability of Certificate Trustee. The recitals of facts, agreements and covenants in the Program Trust
Agreement and in the Certificates shall be taken as recitals of facts, agreements and covenants of the Authority, and
the Certificate Trustee assumes no responsibility for the use of any proceeds of the Certificates, the correctness of
the same, the collection of the Pooled Revenues or makes any representation as to the sufficiency or validity of the
Program Trust Agreement, of the Certificates or any security therefor or any offering material distributed in
connection with the Certificates and shall not incur any responsibility in respect thereof other than in connection
with the rights or obligations assigned to or imposed upon it in the Program Trust Agreement, in the Certificates or
in law or equity. The Certificate Trustee shall not be liable in connection with the performance of its duties under
the Program Trust Agreement except for its own negligence or willful misconduct.

The Certificate Trustee shall not be bound to recognize any person as the Owner of a Certificate unless and
until such Certificate is submitted for inspection, if required, and such Certificate is registered in such person’s
name.

Whenever the Certificate Trustee shall deem it necessary or desirable that a factual or legal matter be
established or proved prior to taking or suffering any action under the Program Trust Agreement, such matter
(unless other evidence in respect thereof is specifically prescribed in the Program Trust Agreement) may be deemed
to be conclusively proved and established by a certificate conforming to the requirements in the Program Trust
Agreement or an opinion of counsel, which certificate or opinion shall be full warrant to the Certificate Trustee for
any action taken or suffered under the provisions hereof upon the faith thereof, but in its discretion the Certificate
Trustee may in lieu thereof accept other evidence of such matter or may require such additional evidence as it may
deem reasonable. In addition, the Certificate Trustee may conclusively rely and shall be protected in acting or
refraining from acting upon any resolution, certificate, statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, debenture, note, other evidence of indebtedness or other paper or document believed
by them to be genuine and to have been signed or presented by the proper party or parties, not only as to due
execution, validity and effectiveness, but also as to the truth and accuracy of any information contained therein. The
Certificate Trustee shall be entitled to rely on and shall not be liable for any action taken or omitted to be taken by
the Certificate Trustee in accordance with the advice of counsel or other professionals retained or consulted by the
Certificate Trustee. The Certificate Trustee may act through attorneys or agents and shall not be responsible for the
acts or omissions of any such attorney or agent appointed with due care.

In accepting the trust created under the Program Trust Agreement, the Certificate Trustee acts solely as
Certificate Trustee for the Owners and not in its individual capacity and all persons, including without limitation the
Owners, the Authority and the Local Agencies, having any claim against the Certificate Trustee arising from the
Program Trust Agreement not attributable to the Certificate Trustee’s negligence or willful misconduct shall look
only to the funds and accounts held by the Certificate Trustee under the Program Trust Agreement for payment
except as otherwise provided in the Program Trust Agreement. The duties and obligations of the Certificate Trustee
shall be determined solely by the express provisions of the Program Trust Agreement, the Certificate Trustee shall
not be liable except for the performance of such duties and obligations as are specifically set forth in the Program
Trust Agreement, and no implied covenants or obligations (fiduciary or otherwise) shall be read into the Program
Trust Agreement against the Certificate Trustee. Neither the Certificate Trustee nor any of its directors, officers,
employees, agents or affiliates shall be responsible for nor have any duty to monitor the performance or any action
of the Authority or Local Agencies, or any of their directors, members, officers, agents, affiliates or employee, nor
shall it have any liability in connection with the malfeasance or nonfeasance by such party. Certificate Trustee may
assume performance by all such Persons of their respective obligations. The Certificate Trustee shall have no
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enforcement or notification obligations relating to breaches of representations or warranties of any other Person.
The Certificate Trustee shall not be liable with respect to any action taken or not taken under the Program Trust
Agreement in good faith in accordance with the direction of the Owners of not less than a majority in aggregate
principal amount of the Certificates at the time Outstanding. The Certificate Trustee shall, during the existence of
any event of default (which has not been cured), exercise such of the rights and powers vested in it by the Program
Trust Agreement, and use the same degree of care and skill in their exercise, as a prudent person would exercise of
use under the circumstances in the conduct of its own affairs. The permissive right of the Certificate Trustee to do
things enumerated in the Program Trust Agreement shall not be construed as a duty and it shall not be answerable
for other than its negligence or willful misconduct. The Certificate Trustee shall be under no obligation to exercise
any of the rights or powers vested in it by the Program Trust Agreement at the request or direction of Authority or
Local Agencies, pursuant to the provisions of the Program Trust Agreement, unless such Authority or Local
Agencies shall have offered to the Certificate Trustee security or indemnity (satisfactory to the Certificate Trustee in
its sole and absolute discretion) against the costs, expenses and liabilities which may be incurred by it in compliance
with such request or direction. The immunities and exceptions from liability of the Certificate Trustee shall extend
to its officers, directors, employees and agents and such immunities and exceptions and its right to payment of its
fees and expenses shall survive its resignation or removal and the final payment and defeasance of the Local Agency
Certificates and the Certificates. Under no circumstances shall the Certificate Trustee be liable in its individual
capacity for the obligations evidenced by the Certificates. The Certificate Trustee, in its individual or any other
capacity, may become the Owner of any Certificates or other obligations of any party to the Program Trust
Agreement with the same rights which it would have if not the Certificate Trustee. At any and all reasonable times,
the Certificate Trustee, and its agents shall have the right to fully inspect the Projects, including all books, papers
and records of the Local Agencies pertaining to the Projects and the Certificates, and to take such memoranda
therefrom and with regard thereto and make photocopies thereof as may be desired. The Certificate Trustee shall
not be required to give any bond or surety in respect of the execution of said trusts and powers or otherwise in
respect of the premises. Before taking or refraining from any action under the Program Trust Agreement at the
request or direction of the Owners, the Certificate Trustee may require that an indemnity bond satisfactory to the
Certificate Trustee be furnished to it and be in full force and effect. None of the provisions contained in the
Program Trust Agreement or in the Local Agency Trust Agreements or the Agreements shall require the Certificate
Trustee to expend or risk its own funds or continue to do so or otherwise incur individual financial liability in the
performance of any of its duties or in the exercise of any of its rights or powers if it shall reasonably believe that
repayment of such funds or adequate indemnity against such risk or liability is not assured to it. The Certificate
Trustee may rely and shall be protected in acting or failing to act upon any paper or document believed by it to be
genuine and to have been signed or presented by the proper party or parties. The Certificate Trustee shall not be
required to take notice or be deemed to have notice of any Event of Default under the Program Trust Agreement
except failure by the Local Agencies to make any payment of principal or interest under the Local Agency
Certificates as and when due, unless a responsible officer of the Certificate Trustee shall receive actual notice in
writing at its corporate trust office of such default by the Owners of not less than 25% of the aggregate principal
amount of Certificates then Outstanding. Notwithstanding any other provision of the Program Trust Agreement, the
Certificate Trustee shall have the right, but shall not be required, to demand any showings, certificates, opinions,
appraisals or other information, or official action or evidence thereof, required as a condition of such action deemed
by the Certificate Trustee to be desirable for the purpose of establishing the rights of the Certificate Trustee with
respect to the authentication of any Certificates, the withdrawal of any cash, the release of any property or the taking
of any other action by the Certificate Trustee.

The Certificate Trustee shall be entitled to request and receive written instructions from the Authority, the
Local Agencies and the Owners and shall have no responsibility or liability for any losses or damages of any nature
that may arise from any action taken or not taken by the Certificate Trustee in accordance with the written direction
of any such party. The Certificate Trustee shall be entitled to request and receive written direction given pursuant to
the Program Trust Agreement sent by unsecured e-mail, facsimile transmission or other similar unsecured electronic
methods; provided, however, that the Certificate Trustee shall have received an incumbency certificate from each
Local Agency listing persons designated to give such instructions or directions and containing specimen signatures
of such designated persons, which such incumbency certificate shall be amended and replaced whenever a person is
to be added or deleted from the listing. The Certificate Trustee shall not be liable for any losses, costs or expenses
arising directly or indirectly from any action taken or not taken by the Certificate Trustee or from the Certificate
Trustee’s reliance upon and compliance with such instructions notwithstanding such instructions conflict or are
inconsistent with a subsequent written instruction. Each Local Agency agrees to assume all risks arising out of the
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use of such electronic methods to submit instructions and directions to the Certificate Trustee, including without
limitation the risk of interception and misuse by third party.

The Certificate Trustee shall not be responsible for the sufficiency of the payments on the Local Agency
Certificates, or of the assignment made to it of all rights to receive the payments on the Local Agency Certificates
and shall not be deemed to have knowledge of any Event of Default unless and until it shall have actual knowledge
thereof or have received written notice thereof at the Principal Trust Office of the Certificate Trustee. The
Certificate Trustee shall not be accountable for the use or application by the Local Agencies, or any other party, of
any funds which the Certificate Trustee properly releases to the Local Agencies or which the Local Agencies may
otherwise receive from time to time. The Certificate Trustee makes no representation concerning, and has no
responsibility for, the validity, genuineness, sufficiency, or performance by parties other than the Certificate Trustee
of the Program Trust Agreement, any Certificate, any Local Agency Certificate, any Local Agency Trust
Agreement, Agreement or of any other paper or document, or for taking any action on them (except as specifically
and expressly stated for the Certificate Trustee in the Program Trust Agreement), or with respect to any obligation of
the Local Agencies.

In the event that any property or funds contemplated under the Program Trust Agreement shall be attached,
garnished or levied upon by any court order, or the delivery thereof shall be stayed or enjoined by an order of a
court, or any order, judgment or decree shall be made or entered by any court order affecting such property or funds,
the Certificate Trustee is expressly authorized, in its sole discretion, to respond as it deems appropriate or to comply
with all writs, orders or decrees so entered or issued, or which it is advised by legal counsel of its own choosing is
binding upon it, whether with or without jurisdiction. In the event that the Certificate Trustee obeys or complies
with any such writ, order or decree it shall not be liable to any of the parties or to any other person, firm or
corporation, should, by reason of such compliance notwithstanding, such writ, order or decree be subsequently
reversed, modified, annulled, set aside or vacated.

The Certificate Trustee shall not be liable to the parties to the Program Trust Agreement or deemed in
breach or default under the Program Trust Agreement if and to the extent its performance under the Program Trust
Agreement is prevented by reason of force majeure. The term “force majeure” means an occurrence that is beyond
the control of the Certificate Trustee and could not have been avoided by exercising due care. Force majeure shall
include but not be limited to acts of God, terrorism, war, riots, strikes, fire, floods, earthquakes, epidemics,
pandemic, quarantine restrictions, present or future law or regulation or governmental authority, civil or military
disturbances, interruptions, loss or malfunctions of utilities, computer (hardware or software) or communication
service, accidents, labor disputes, unavailability of the Federal Reserve Bank wire or telex or other wire or
communication facility, or other similar occurrences. In no event shall the Certificate Trustee be responsible or
liable for special, indirect, punitive, incidental or consequential loss or damage of any kind whatsoever (including,
but not limited to, loss of profit) irrespective of whether the Certificate Trustee has been advised of the likelihood of
such loss or damage and regardless of the form of action.

Subject to the requirements of the Program Trust Agreement as summarized in this Appendix A under the
caption “THE PROGRAM TRUST AGREEMENT - THE CERTIFICATE TRUSTEE - The Certificate Trustee,”
any corporation into which any Certificate Trustee under the Program Trust Agreement may be merged or with
which it may be consolidated, or any corporation resulting from any merger or consolidation to which any
Certificate Trustee under the Program Trust Agreement shall be a party, or to which it may sell or transfer its
corporate trust business and assets as a whole or substantially as a whole, shall be the successor Certificate Trustee
under this Indenture without the execution or filing of any paper or any further act on the part of the parties to the
Program Trust Agreement, anything in the Program Trust Agreement to the contrary notwithstanding.

AMENDMENT OF THE PROGRAM TRUST AGREEMENT

Amendment of the Program Trust Agreement. The Program Trust Agreement and the rights and
obligations of the Authority, the Local Agencies, the Certificate Trustee and the Owners may be amended at any
time by a Supplemental Trust Agreement which shall become binding when the written consents of the Insurer and
the Owners of a majority in aggregate principal amount evidenced and represented by the Certificates then
Outstanding, exclusive of Certificates disqualified as provided in the Program Trust Agreement as summarized in
this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - AMENDMENT OF THE
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PROGRAM TRUST AGREEMENT - Disqualified Certificates,” are filed with the Certificate Trustee. No such
amendment shall (1) extend the Certificate Payment Date of or reduce the interest rate on or amount of interest or
principal or prepayment premium, if any, evidenced and represented by any Certificate without the express written
consent of the Insurer and the Owner of such Certificate, or (2) permit the creation by the Authority of any pledge of
or charge or lien upon the Pooled Revenues as provided in the Program Trust Agreement superior to or on a parity
with the pledge, charge and lien created hereby for the benefit of the Certificates, or (3) reduce the percentage of
Certificates required for the written consent to any such amendment or any amendment of an agreement pursuant to
the Program Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST
AGREEMENT - COVENANTS - Amendment of Agreements,” or (4) modify any rights or obligations of the
Certificate Trustee, the Authority or the Local Agencies without their prior written assent thereto, respectively.

The Program Trust Agreement and the rights and obligations of the Authority, the Local Agencies and of
the Owners may also be amended at any time by a Supplemental Trust Agreement which shall become binding upon
adoption without the consent of any Owners, but only to the extent permitted by law and after receipt of an
approving Opinion of Counsel, for any purpose that will not in the judgment of the Authority or as set forth in an
opinion of bond counsel materially adversely affect the interests of the Owners, including (without limitation) for
any one or more of the following purposes -

@ to add to the agreements and covenants required in the Program Trust Agreement to be performed
by the Authority other agreements and covenants thereafter to be performed by the Authority or the Local Agencies,
or to surrender any right or power reserved in the Program Trust Agreement to or conferred in the Program Trust
Agreement on the Authority or the Local Agencies;

(b) to make such provisions for the purpose of curing any ambiguity or of correcting, curing or
supplementing any defective provision contained in the Program Trust Agreement or in regard to questions arising
under the Program Trust Agreement which the Authority or the Local Agencies may deem desirable or necessary
and not inconsistent with the Program Trust Agreement;

(c) to add to the agreements and covenants required in the Program Trust Agreement, such
agreements and covenants as may be necessary to qualify the Program Trust Agreement under the Trust Indenture
Act of 1939; or

(d) for any other purpose that does not materially adversely affect the interests of the Owners or the
Insurer.

Disqualified Certificates. Certificates owned or held by or for the account of the Authority or the Local
Agencies shall not be deemed Outstanding for the purpose of any consent or other action or any calculation of
Outstanding Certificates provided in the Program Trust Agreement as summarized under the caption
“AMENDMENT OF THE PROGRAM TRUST AGREEMENT,” and shall not be entitled to consent to or take any
other action provided in such caption.

Endorsement or Replacement of Certificates After Amendment. After the effective date of any action
taken as provided in the Program Trust Agreement, the Authority may determine that the Certificates may bear a
notation by endorsement in form approved by the Authority as to such action, and in that case upon demand of the
Owner of any Outstanding Certificates and presentation of their Certificate for such purpose at the office of the
Certificate Trustee a suitable notation as to such action shall be made on such Certificate. If the Authority shall so
determine, new Certificates so modified as, in the opinion of the Authority, shall be necessary to conform to such
action shall be prepared and executed, and in that case upon demand of the Owner of any Outstanding Certificate a
new Certificate or Certificates shall be exchanged at the office of the Certificate Trustee without cost to each Owner
for its Certificate or Certificates then Outstanding upon surrender of such Outstanding Certificates.

Amendment by Mutual Consent. The provisions of the Program Trust Agreement as summarized under
the caption “AMENDMENT OF THE PROGRAM TRUST AGREEMENT” shall not prevent any Owner from
accepting any amendment as to the particular Certificates held by them, provided that due notation thereof is made
on such Certificates.
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Information to Rating Agency. The Authority shall provide any Rating Agency rating the Certificates a
copy of each amendment to the Program Trust Agreement, the Local Agency Trust Agreements and the Agreements
promptly following the execution or adoption of such amendment.

EVENTS OF DEFAULT AND REMEDIES OF OWNERS

Events of Default. If any default in the payment of principal or interest with respect to any Local Agency
Certificate or Local Agency Certificates or any other “Event of Default” defined in a Local Agency Trust
Agreement or Agreement shall occur and be continuing, or if any default shall be made by a Local Agency or Local
Agencies in the performance or observance of any other of the covenants, agreements or conditions on its part
contained in the Program Trust Agreement and such default shall have continued for a period of thirty (30) days
after written notice thereof shall have been given to the respective Local Agency or Local Agencies by the
Certificate Trustee or the Owners of not less than a majority in aggregate principal amount evidenced and
represented by the Certificates at the time Outstanding, then such default shall constitute an “Event of Default”
under the Program Trust Agreement, and in each and every such case during the continuance of such Event of
Default the Certificate Trustee or the Owners of not less than a majority in aggregate principal amount evidenced
and represented by the Certificates at the time Outstanding shall be entitled, upon notice in writing to the respective
Local Agency or Local Agencies, but subject to the provisions of the Program Trust Agreement as summarized in
this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - EVENTS OF DEFAULT AND
REMEDIES OF OWNERS - Remedies Not Exclusive,” to exercise the remedies provided under the respective
Local Agency Trust Agreement and Agreement then in default which are necessary or desirable to collect each such
Local Agency’s 2020 Installment Sale Payments. No grace period shall be permitted for payment defaults.

The Owners of Certificates, for purposes of the Program Trust Agreement and the Local Agency Trust
Agreement and Agreement of each Local Agency, to the extent of their interest, shall be entitled to all rights and
security of the Authority pursuant to each Local Agency Trust Agreement and Agreement and the Program Trust
Agreement. Each Local Agency recognizes the rights of the Owners of the Certificates, acting directly or through
the Certificate Trustee, to enforce the obligations and covenants contained in the Local Agency Trust Agreements,
the Agreements, and the Program Trust Agreement; provided that in no event shall any Local Agency be liable for
any obligations, covenants or damages except those which arise out of the Local Agency Trust Agreements and the
Agreements, and, in particular, no Local Agency shall be liable for any obligations, liabilities, acts or omissions of
any other Local Agency.

Application of Funds Upon Acceleration of Agreement. All moneys received by the Certificate Trustee
pursuant to any right given or action taken under the provisions of the Program Trust Agreement as summarized
under the caption “EVENTS OF DEFAULT AND REMEDIES OF OWNERS” shall be deposited into a segregated
payment account of the Certificate Payment Fund relating to each, if any, defaulting Local Agency’s Agreement and
be applied by the Certificate Trustee in the following order:

First, to the payment of the costs and expenses of the Certificate Trustee, if any, in carrying out the
provisions of the Program Trust Agreement as summarized under the caption “EVENTS OF DEFAULT AND
REMEDIES OF OWNERS,” including reasonable compensation to its agents, accountants and counsel and
including any indemnification expenses;

Second, to the payment of the principal and interest payable with respect to the Certificates, in connection
with a mandatory prepayment of Certificates pursuant to the Program Trust Agreement and the delivery of a Cash
Flow Report; and

Third, to the payment of amounts owed to the Insurer not paid pursuant to First and Second above.

Other Remedies of the Certificate Trustee. The Certificate Trustee shall have the right:

€)] by mandamus or other action or proceeding or suit at law or in equity to enforce its rights under

the Program Trust Agreement against any Local Agency or any supervisor, council member, board member, trustee,
member, officer or employee thereof, and to compel such Local Agency or any such supervisor, council member,
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board member, trustee, member, officer or employee thereof to observe or perform its or his or her duties under
applicable law and the agreements, conditions, covenants and terms contained in the Program Trust Agreement, or
in the applicable Local Agency Certificates, Local Agency Trust Agreement and Agreement, required to be
observed or performed by it or him or her;

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights of the
Certificate Trustee or the Owners; or

(© by suit in equity upon the happening of any default under the Program Trust Agreement to require
any Local Agency and any supervisor, council member, board member, trustee, member, officer and employee to
account as the trustee of any express trust.

Non-Waiver. A waiver by the Certificate Trustee of any default under the Program Trust Agreement or
breach of any obligation under the Program Trust Agreement shall not affect any subsequent default under the
Program Trust Agreement or any subsequent breach of an obligation under the Program Trust Agreement or impair
any rights or remedies on any such subsequent default under the Program Trust Agreement or on any such
subsequent breach of an obligation under the Program Trust Agreement. No delay or omission by the Certificate
Trustee to exercise any right or remedy accruing upon any default under the Program Trust Agreement shall impair
any such right or remedy or shall be construed to be a waiver of any such default under the Program Trust
Agreement or an acquiescence therein, and every right or remedy conferred upon the Certificate Trustee by
applicable law or by the Program Trust Agreement as summarized under the caption “EVENTS OF DEFAULT
AND REMEDIES OF OWNERS” may be enforced and exercised from time to time and as often as shall be deemed
expedient by the Certificate Trustee.

If any action, proceeding or suit to enforce any right or to exercise any remedy is abandoned or determined
adversely to the Certificate Trustee or the Local Agencies, the Certificate Trustee and the Local Agencies shall be
restored to their former positions, rights and remedies as if such action, proceeding or suit had not been brought or
taken.

Actions by Certificate Trustee as Attorney-in-Fact. Any action, proceeding or suit which any Owner shall
have the right to bring to enforce any right or remedy under the Program Trust Agreement may be brought by the
Certificate Trustee for the equal benefit and protection of all Owners, whether or not the Certificate Trustee is an
Owner, and the Certificate Trustee is appointed (and the successive Owners, by taking and holding the Certificates
executed and delivered under the Program Trust Agreement, shall be conclusively deemed to have so appointed it)
the true and lawful attorney-in-fact of the Owners for the purpose of bringing any such action, proceeding or suit
and for the purpose of doing and performing any and all acts and things for and on behalf of the Owners as a class or
classes as may be advisable or necessary in the opinion of the Certificate Trustee as such attorney-in-fact.

Remedies Not Exclusive. No remedy conferred upon or reserved to the Owners under the Program Trust
Agreement is intended to be exclusive of any other remedy, and each such remedy shall be cumulative and shall be
in addition to every other remedy given under the Program Trust Agreement or now or hereafter existing at law or in
equity or by statute or otherwise and may be exercised without exhausting and without regard to any other remedy
conferred by the Act or any other law. If any remedial action under the Program Trust Agreement is discontinued or
abandoned, the Certificate Trustee and the Owners shall be restored to their former positions.

Limitation on Owners’ Right to Sue. No Owner of any Certificate executed and delivered under the
Program Trust Agreement shall have the right to institute any suit, action or proceeding at law or equity, for any
remedy under or upon the Program Trust Agreement, unless (a) such Owner shall have previously given to the
Certificate Trustee written notice of the occurrence of an event of default as defined in the Program Trust
Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT -
EVENTS OF DEFAULT AND REMEDIES OF OWNERS - Events of Default”; (b) the Owners of at least a
majority in aggregate principal amount of all the Certificates then Outstanding shall have made written request upon
the Certificate Trustee to exercise the powers hereinbefore granted or to institute such suit, action or proceeding in
its own name; (c) said Owners shall have tendered to the Certificate Trustee reasonable security or indemnity against
the costs, expenses and liabilities to be incurred in compliance with such request; and (d) the Certificate Trustee
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shall have refused or omitted to comply with such request for a period of sixty (60) days after such request and
consent shall have been received by, and said tender of indemnity shall have been made to, the Certificate Trustee.

Such notification, request, consent, tender of indemnity and refusal or omission are declared, in every case,
to be conditions precedent to the exercise by any owner of Certificates of any remedy under the Program Trust
Agreement; it being understood and intended that no one or more owners of Certificates shall have any right in any
manner whatever by its or their action to enforce any right under the Program Trust Agreement, except in the
manner provided in the Program Trust Agreement, and that all proceedings at law or in equity to enforce any
provision of the Program Trust Agreement shall be instituted, had and maintained in the manner provided in the
Program Trust Agreement and for the equal benefit of all Owners of the Outstanding Certificates.

Limited Liability of the Local Agencies. Except as expressly provided in the Local Agency Trust
Agreements and the Agreements, the Local Agencies shall not have any obligation or liability to the Authority, the
Certificate Trustee or the Owners, with respect to the Program Trust Agreement or the preparation, execution,
delivery, transfer, exchange or cancellation of the Certificates or the receipt, deposit or disbursement of the principal
and interest payable with respect to the Local Agency Trust Agreements and the Agreements by the Certificate
Trustee, or with respect to the performance by the Certificate Trustee of any obligation contained in the Program
Trust Agreement required to be performed by it. The obligation of each Local Agency under its Local Agency Trust
Agreement, its Agreement and the Program Trust Agreement is a several and not a joint obligation and is strictly
limited to such Local Agency’s 2020 Installment Sale Payments and Administration Fee due under its Agreement,
and to its Revenues and all money in the Pledged Tax Fund and in the funds and accounts so specified and provided
for and defined in its Agreement. Except for the payment when due of the principal and interest with respect to the
Local Agency Certificates (which shall be payable only from moneys available therefor as set forth in the Program
Trust Agreement as summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT -
POOLED REVENUES - Establishment and Maintenance of Accounts for Use of Money in the Certificate Payment
Fund” of the Local Agency Trust Agreements) and the observance and performance of the other agreements,
conditions, covenants and terms contained in the Local Agency Certificates and the Local Agency Trust Agreement
and Agreements, the Local Agencies shall not have any obligation or liability to the Owners with respect to the
Program Trust Agreement or the preparation, execution, delivery, transfer, exchange or cancellation of the
Certificates or the receipt, deposit or disbursement of the principal and interest with respect to the Local Agency
Certificates by the Certificate Trustee, or with respect to the performance by the Certificate Trustee of any
obligation contained in the Program Trust Agreement required to be performed by it.

Notwithstanding anything to the contrary in the Program Trust Agreement or in the Local Agency Trust
Agreements and the Agreements, no Local Agency shall incur any obligation on account of any default, action or
omission of any other Local Agency.

Limited Liability of the Authority. Except as expressly provided in the Program Trust Agreement, the
Authority shall not have any obligation or liability to the Certificate Trustee or the Owners, with respect to the
payment when due on the Local Agency Certificates or of the 2020 Installment Sale Payments by the Local
Agencies, or with respect to the observance or performance by the Local Agencies of the other agreements,
conditions, covenants and terms contained in their respective Local Agency Trust Agreements and the Agreements,
or with respect to the performance by the Certificate Trustee of any obligation contained in the Program Trust
Agreement required to be performed by it. Notwithstanding anything to the contrary contained in the Certificates,
the Program Trust Agreement or any other document related thereto, the Authority shall not have any liability under
the Program Trust Agreement or by reason of the Program Trust Agreement or in connection with any of the
transactions contemplated hereby except to the extent payable from moneys received from or with respect to the
Local Agency Trust Agreements and the Agreements and available thereof in accordance with the Program Trust
Agreement.

DEFEASANCE
Discharge of Certificates. (a) If the Authority pay or cause to be paid or there shall otherwise be paid to
the Owners of all Outstanding Certificates the interest, principal and prepayment premiums, if any, evidenced and

represented thereby at the times and in the manner stipulated therein and in the Program Trust Agreement, and the
Insurer shall have been paid all amounts owed to the Insurer under the Insurance Policy, then the Owners of such
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Certificates shall cease to be entitled to the pledge of and charge and lien upon the Pooled Revenues as provided in
the Program Trust Agreement, the pledge of and lien on the Local Agency Certificates and any interest in the funds
held under the Program Trust Agreement as provided in the Program Trust Agreement, and all agreements,
covenants and other obligations of the Authority and the Local Agencies to the Owners of such Certificates under
the Program Trust Agreement shall thereupon cease, terminate and become void and be discharged and satisfied. In
such event, the Certificate Trustee shall execute and deliver to the Authority all such instruments as may be
necessary or desirable to evidence such discharge and satisfaction and the Certificate Trustee shall pay over or
deliver to the Authority all money or securities held by it pursuant to the Program Trust Agreement which are not
required for the payment of the interest and principal and prepayment premiums, if any, evidenced and represented
by such Certificates.

(b) If the Certificate Trustee shall pay or cause to be paid or there shall otherwise be paid to the
Owners of all Outstanding Certificates the interest and principal evidenced and represented thereby at the times and
in the manner provided therein and in the Program Trust Agreement, then such Owners shall cease to be entitled to
the pledge of and lien on the Pooled Revenues, the Local Agency Certificates and any interest in the funds held
under the Program Trust Agreement as provided in the Program Trust Agreement, and all agreements and covenants
of the Local Agencies to such Owners under the Program Trust Agreement and under the Local Agency Trust
Agreement and Agreement shall thereupon cease, terminate and become void and shall be discharged and satisfied.
If any Local Agency shall pay or cause to be paid all or any portion of unpaid principal installments of its 2020
Installment Sale Payments, prior to their payment dates or dates of prepayment in the manner provided its
Agreement, and all related allocable amounts owed the Insurer shall have been paid in full, within the meaning of
and with the effect expressed in the Agreement as summarized under the caption “INSTALLMENT SALE
AGREEMENT - DISCHARGE OF OBLIGATIONS” in this Appendix A, and the prepaid Local Agency
Certificates designated as principal components and interest coming due on the Certificate Payment Date designated
in writing by the Local Agency is paid to the Owners of all Outstanding Certificates, then the Owners of such
Certificates shall cease to be entitled to the pledge of and charge and lien upon such Pooled Revenues and on such
Local Agency Certificates and any interest in the funds held under the Program Trust Agreement as provided therein
and, if such payment shall pay the allocable portion of the Certificates in full on the maturity or prepayment date, all
agreements, covenants and other obligations of the Authority and the Local Agency to the Owners of such allocable
portion of the Certificates under the Program Trust Agreement shall thereupon cease, terminate and become void
and be discharged and satisfied. In such event, the Certificate Trustee shall execute and deliver to the Authority all
such instruments as may be necessary or desirable to evidence such discharge and satisfaction and the Certificate
Trustee shall pay over or deliver to the Authority all money or securities held by it pursuant to the Program Trust
Agreement which are not required for the payment of the interest and principal and prepayment premiums, if any,
evidenced and represented by such allocable portion of the Certificates.

(c) Any Outstanding Certificates shall prior to the maturity date or prepayment date thereof be
deemed to have been paid within the meaning of and with the effect expressed in subsection (a) of this section if (1)
in case any of such Certificates are to be prepaid on any date prior to their respective Certificate Payment Dates, the
Authority shall have given to the Certificate Trustee in form satisfactory to it irrevocable instructions to provide
notice of prepayment in accordance with the Program Trust Agreement, (2) there shall have been deposited with the
Certificate Trustee either (A) money in an amount which shall be sufficient or (B) Defeasance Obligations, in each
case the interest on and principal of which when paid will provide money which, together with the money, if any,
deposited with the Certificate Trustee at the same time, shall be sufficient, in the opinion of an Independent Certified
Public Accountant, to pay when due the interest to become due with respect to such Certificates on and prior to the
Certificate Payment Date or prepayment date thereof, as the case may be, and the principal and prepayment
premiums, if any, evidenced and represented by such Certificates, and (2) in the event such Certificates are not by
their terms subject to prepayment within the next succeeding sixty (60) days, the Authority shall have given the
Certificate Trustee in form satisfactory to it irrevocable instructions to mail as soon as practicable, a notice to the
Owners of such Certificates that the deposit required by clause (2) above has been made with the Certificate Trustee
and that such Certificates are deemed to have been paid in accordance with this section and stating the Certificate
Payment Date or prepayment date upon which money is to be available for the payment of the principal and
prepayment premiums, if any, with respect to such Certificates. In addition, the Authority shall cause to be
delivered to the Insurer (i) a report of an Independent Certified Public Accountant or such other accountant as shall
be acceptable to the Insurer verifying the sufficiency of the escrow established to pay the Certificates in full on the
maturity or prepayment date (“Verification™), (ii) an escrow deposit agreement or refunding instructions and
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agreement (which shall be acceptable in form and substance to the Insurer), (iii) an opinion of nationally recognized
bond counsel to the effect that the Certificates are no longer “Outstanding” under the Program Trust Agreement, and
(iv) a certificate of discharge of the Certificate Trustee with respect to the Certificates; each Verification and
defeasance opinion shall be acceptable in form and substance, and addressed, to the Authority and the Certificate
Trustee. The Insurer shall be provided with final drafts of the above referenced documentation not less than five
Business Days prior to the funding of the escrow.

Certificates shall be deemed “Outstanding” under the Program Trust Agreement unless and until they are in
fact paid and retired or the above criteria are met.

Unclaimed Money. Anything contained in the Program Trust Agreement to the contrary notwithstanding,
any money held by the Certificate Trustee in trust for the payment and discharge of any of the Certificates which
remains unclaimed for two (2) years after the date when such Certificates have become due and payable, either at
their stated Certificate Payment Dates or by call for prepayment prior to such dates, if such money was held by the
Certificate Trustee at such date, or for two (2) years after the date of deposit of such money if deposited with the
Certificate Trustee after the date when such Certificates have become due and payable, shall be repaid by the
Certificate Trustee to the Authority as its absolute property free from trust, and the Certificate Trustee shall
thereupon be released and discharged with respect thereto and the Owners shall not look to the Certificate Trustee
for the payment of such Certificates. Any moneys held by the Certificate Trustee in trust for the payment and
discharge of any Certificates shall not bear interest or be otherwise invested from and after such Certificate Payment
Date or prepayment date.

PAYMENTS UNDER THE INSURANCE POLICY;
OTHER PROVISIONS CONCERNING THE INSURER

General Provisions

€)] The Insurer shall be deemed to be the sole Owner of the Certificates for the purpose of exercising
any voting right or privilege or giving any consent or direction or taking any other action that the Owners of the
Certificates insured by it are entitled to take pursuant to the Program Trust Agreement pertaining to (i) defaults and
remedies and (ii) the duties and obligations of the Certificate Trustee. In furtherance thereof and as a term of the
Program Trust Agreement and each Certificate, to the extent the Insurer is not in default of its obligations under the
Insurance Policy, the Certificate Trustee and each Owner appoint the Insurer as their agent and attorney-in-fact and
agree that the Insurer may at any time during the continuation of any proceeding by or against the Authority or a
Local Agency under the United States Bankruptcy Code or any other applicable bankruptcy, insolvency,
receivership, rehabilitation or similar law (an “Insolvency Proceeding”) direct all matters relating to such Insolvency
Proceeding, including without limitation, (A) all matters relating to any claim or enforcement proceeding in
connection with an Insolvency Proceeding (a “Claim”), (B) the direction of any appeal of any order relating to any
Claim, (C) the posting of any surety, supersedeas or performance bond pending any such appeal, and (D) the right to
vote to accept or reject any plan of adjustment. In addition, the Certificate Trustee (solely with respect to the
Certificates) and each Owner delegate and assign to the Insurer, to the fullest extent permitted by law, the rights of
the Certificate Trustee and each Owner in the conduct of any Insolvency Proceeding, including, without limitation,
all rights of any party to an adversary proceeding or action with respect to any court order issued in connection with
any such Insolvency Proceeding. Remedies granted to the Owners of the Certificates expressly include mandamus.

(b) The Certificates shall not be accelerated without the consent of the Insurer and in the event the
maturity of the Certificates is accelerated, the Insurer may elect, in its sole discretion, to pay accelerated principal
and interest accrued, on such principal to the date of acceleration (to the extent unpaid by the Authority) and the
Certificate Trustee shall be required to accept such amounts. Upon payment of such accelerated principal and
interest accrued to the acceleration date as provided above, the Insurer’s obligations under the Insurance Policy with
respect to such Certificates shall be fully discharged.

(c) No grace period for a covenant default may exceed 30 days or be extended for more than 60 days,
without the prior written consent of the Insurer. No grace period is permitted for payment defaults.
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(d) Upon the occurrence of an optional or mandatory prepayment in part pursuant to the Program
Trust Agreement as summarized in this Official Statement under the caption “THE CERTIFICATES - Prepayment
of Certificates,” the selection of Certificates to be prepaid shall be subject to the approval of the Insurer. The
exercise of any provision of the Program Trust Agreement which permits the purchase of Certificates in lieu of
prepayment shall require the prior written approval of the Insurer if any Certificate so purchased is not cancelled
upon purchase.

(e The rights granted to the Insurer under the Program Trust Agreement or any other Related
Document to request, consent to or direct any action are rights granted to the Insurer in consideration of its issuance
of the Insurance Policy. Any exercise by the Insurer of such rights is merely an exercise of the Insurer’s contractual
rights and shall not be construed or deemed to be taken for the benefit, or on behalf, of the Owners and such action
does not evidence any position of the Insurer, affirmative or negative, as to whether the consent of the Owners or
any other person is required in addition to the consent of the Insurer.

The Certificates shall be deemed “Outstanding” under the Program Trust Agreement unless and until they
are in fact paid and retired or the above criteria are met.

Claims Upon the Insurance Policy and Payments by and to the Insurer

@ If, on the third Business Day prior to the related scheduled Interest Payment Date or Certificate
Payment Date (each, a “Payment Date”) there is not on deposit with the Certificate Trustee, after making all
transfers and deposits required under the Local Agency Trust Agreements, moneys sufficient to pay the principal
and interest evidenced and represented by the Certificates due on such Payment Date, the Certificate Trustee shall
give notice to the Insurer and to its designated agent (if any) (the “Insurer’s Fiscal Agent”) by telephone or telecopy
of the amount of such deficiency by 12:00 noon, New York City time, on such Business Day. If, on the second
Business Day prior to the related Payment Date, there continues to be a deficiency in the amount available to pay the
principal and interest evidenced and represented by the Certificates due on such Payment Date, the Certificate
Trustee shall make a claim under the Insurance Policy and give notice to the Insurer and the Insurer’s Fiscal Agent
(if any) by telephone of the amount of such deficiency, and the allocation of such deficiency between the amount
required to pay interest evidenced and represented by the Certificates and the amount required to pay principal
evidenced and represented by the Certificates, confirmed in writing to the Insurer and the Insurer’s Fiscal Agent by
12:00 noon, New York City time, on such second Business Day by filling in the form of Notice of Claim and
Certificate delivered with the Insurance Policy.

The Certificate Trustee shall designate any portion of payment of principal evidenced and represented by
Certificates paid by the Insurer, whether by virtue of mandatory sinking fund prepayment, maturity or other
advancement of maturity, on its books as a reduction in the principal amount of Certificates registered to the then
current Owner, whether DTC or its nominee or otherwise, and shall deliver a replacement Certificate to the Insurer,
registered in the name of Assured Guaranty Municipal Corp., in a principal amount equal to the amount of principal
so paid (without regard to authorized denominations); provided that the Certificate Trustee’s failure to so designate
any payment or deliver any replacement Certificate shall have no effect on the amount of principal or interest
payable with respect to any Certificate or the subrogation rights of the Insurer.

The Certificate Trustee shall keep a complete and accurate record of all funds deposited by the Insurer into
the Policy Payments Account (defined below) and the allocation of such funds to payment of interest and principal
with respect to any Certificate. The Insurer shall have the right to inspect such records at reasonable times upon
reasonable notice to the Certificate Trustee.

Upon payment of a claim under the Insurance Policy, the Certificate Trustee shall establish a separate
special purpose trust account for the benefit of Owners referred to in the Program Trust Agreement as the “Policy
Payments Account” and over which the Certificate Trustee shall have exclusive control and sole right of withdrawal.
The Certificate Trustee shall receive any amount paid under the Insurance Policy in trust on behalf of Owners and
shall deposit any such amount in the Policy Payments Account and distribute such amount only for purposes of
making the payments for which a claim was made. Such amounts shall be disbursed by the Certificate Trustee to
Owners in the same manner as principal and interest payments are to be made with respect to the Certificates under
the sections of the Program Trust Agreement regarding payment of Certificates. It shall not be necessary for such
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payments to be made by checks or wire transfers separate from the check or wire transfer used to pay debt service
with other funds available to make such payments. Subject to the terms of the Program Trust Agreement as
summarized in this Appendix A under the caption “THE PROGRAM TRUST AGREEMENT - EVENTS OF
DEFAULT AND REMEDIES OF OWNERS - Limited Liability of the Authority,” the Authority agrees to pay to
the Insurer, solely from Pooled Revenues allocable solely on a pro rata basis (on the basis of the defaulted Purchase
Payments and interest thereon payable by each Local Agency) among the Local Agencies, (i) a sum equal to the
total of all amounts paid by the Insurer under the Insurance Policy (the “Insurer Advances”); and (ii) interest on such
Insurer Advances from the date paid by the Insurer until payment thereof in full, payable to the Insurer at the Late
Payment Rate per annum (collectively, the “Insurer Reimbursement Amounts™). “Late Payment Rate” means the
lesser of (a) the greater of (i) the per annum rate of interest, publicly announced from time to time by JPMorgan
Chase Bank at its principal office in The City of New York, as its prime or base lending rate (any change in such
rate of interest to be effective on the date such change is announced by JPMorgan Chase Bank) plus 3%, and (ii) the
then applicable highest rate of interest with respect to the Certificates and (b) the maximum rate permissible under
applicable usury or similar laws limiting interest rates. The Late Payment Rate shall be computed on the basis of the
actual number of days elapsed over a year of 360 days. The Authority covenants and agrees that the Insurer
Reimbursement Amounts are secured by a lien and pledge of the Pooled Revenues on a parity with debt service on
the Certificates and, subject to the Program Trust Agreement as summarized in this Appendix A under the caption
“THE PROGRAM TRUST AGREEMENT - EVENTS OF DEFAULT AND REMEDIES OF OWNERS - Limited
Liability of the Authority,” are payable from the Pooled Revenues.

Funds held in the Policy Payments Account shall not be invested by the Certificate Trustee and may not be
applied to satisfy any costs, expenses or liabilities of the Certificate Trustee. Any funds remaining in the Policy
Payments Account following a Certificate Payment Date shall promptly be remitted to the Insurer.

€)] The Insurer shall, to the extent it makes any payment of principal or interest with respect to the
Certificates, become subrogated to the rights of the recipients of such payments in accordance with the terms of the
Insurance Policy. Each obligation of the Authority and the Local Agencies to the Insurer under the Related
Documents shall survive discharge or termination of such Related Documents.

(b) Each Local Agency shall pay or reimburse (solely from pledged amounts and to the extent
permitted by law) the Insurer any and all charges, fees, costs and expenses attributable to such Local Agency that the
Insurer may reasonably pay or incur in connection with (i) the administration, enforcement, defense or preservation
of any rights or security in any Related Document; (ii) the pursuit of any remedies under the Program Trust
Agreement or any other Related Document or otherwise afforded by law or equity, (iii) any amendment, waiver or
other action with respect to, or related to, the Program Trust Agreement or any other Related Document whether or
not executed or completed, or (iv) any litigation or other dispute in connection with the Program Trust Agreement or
any other Related Document or the transactions contemplated thereby, other than costs resulting from the failure of
the Insurer to honor its obligations under the Insurance Policy. The Insurer reserves the right to charge a reasonable
fee as a condition to executing any amendment, waiver or consent proposed in respect of the Program Trust
Agreement or any other Related Document.

(© After payment of the reasonable expenses of the Certificate Trustee, the application of funds
realized upon default shall be applied to the payment of expenses of the Authority each to be allocated on a pro rata
basis (on the basis of the defaulted Purchase Payments and interest thereon payable by each Local Agency) among
the Local Agencies only after the payment of past due and current debt service on the Certificates.

(d) The Insurer shall be entitled to pay principal or interest evidenced and represented by the
Certificates that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Authority (as
such terms are defined in the Insurance Policy) and any amounts due on the Certificates as a result of acceleration of
the maturity thereof in accordance with the Program Trust Agreement, whether or not the Insurer has received a
Notice of Nonpayment (as such terms are defined in the Insurance Policy) or a claim upon the Insurance Policy.

MISCELLANEOUS
Liability of Authority Limited to Pooled Revenues. The Certificates are limited obligations of the

Authority and are payable, as to interest, principal and any premiums upon the prepayment of any thereof, solely
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from the Pooled Revenues as provided in the Program Trust Agreement, and the Authority is not obligated to pay
them except from the Pooled Revenues. All the Certificates are equally secured by a pledge of and charge and lien
upon the Pooled Revenues, and the Pooled Revenues constitute a trust fund for the security and payment of the
interest, principal and prepayment premiums, if any, with respect to the Certificates as provided in the Program
Trust Agreement. The Certificates are not a debt of the Authority, the Local Agencies, the State of California or any
of its political subdivisions, and neither the Authority, the Local Agencies, said State nor any of its political
subdivisions is liable thereon, nor in any event shall the Certificates be payable out of any funds or properties other
than those of the Authority as provided in the Program Trust Agreement. The Certificates do not constitute an
indebtedness within the meaning of any constitutional or statutory limitation or restriction.

Benefits of the Program Trust Agreement Limited to Parties. Nothing contained in the Program Trust
Agreement, expressed or implied, is intended to give to any person other than the Local Agencies, the Authority, the
Certificate Trustee, the Insurer and the Owners any right, remedy or claim under or by reason of the Program Trust
Agreement. Any agreement or covenant required in the Program Trust Agreement to be performed by or on behalf
of the Local Agencies or the Authority shall be for the sole and exclusive benefit of the Certificate Trustee, the
Authority, the Insurer and the Owners. The Insurer is a third party beneficiary of the Program Trust Agreement.

Successor Is Deemed Included In All References To Predecessor. Whenever any of the Local Agencies,
the Authority, the Certificate Trustee or any officer thereof is named or referred to in the Program Trust Agreement,
such reference shall be deemed to include the successor to the powers, duties and functions that are presently vested
in the Local Agencies, the Authority or the Certificate Trustee or such officer, and all agreements, conditions,
covenants and terms contained in the Program Trust Agreement required to be observed or performed by or on
behalf of the Local Agencies, the Authority or the Certificate Trustee or any officer thereof shall bind and inure to
the benefit of the respective successors thereof whether so expressed or not.

Execution of Documents by Owners. Any declaration, request or other instrument which is permitted or
required in the Program Trust Agreement to be executed by Owners may be in one or more instruments of similar
tenor and may be executed by Owners in person or by their attorneys appointed in writing. The fact and date of the
execution by any Owner or his attorney of any declaration, request or other instrument or of any writing appointing
such attorney may be proved by the certificate of any notary public or other officer authorized to make
acknowledgments of deeds to be recorded in the state or territory in which he purports to act that the person signing
such declaration, request or other instrument or writing acknowledged to them the execution thereof, or by an
affidavit of a witness of such execution duly sworn to before such notary public or other officer. The ownership of
any Certificates and the amount, maturity, number and date of holding the same may be proved by the registration
books relating to the Certificates at the office of the Certificate Trustee.

Any declaration, request or other instrument or writing of the Owner of any Certificate shall bind all future
Owners of such Certificate with respect to anything done or suffered to be done by the Local Agencies, the
Authority or the Certificate Trustee in good faith and in accordance therewith.

Waiver of Personal Liability; No Liability of Authority Members. No member, officer or employee of the
Authority or any Local Agency shall be individually or personally liable for the payment of the interest, principal or
prepayment premiums, if any, with respect to the Certificates by reason of their execution and delivery, but nothing
contained in the Program Trust Agreement shall relieve any such member, officer or employee from the
performance of any official duty provided by any applicable provisions of law, or by the Local Agency Certificates
or a respective Local Agency Trust Agreement or Agreement, or the Program Trust Agreement.

Notwithstanding anything to the contrary in the Program Trust Agreement or in any other document, no
entity that is a program participant of the Authority, its supervisors, councilmembers, trustees, officers, directors,
employees, and agents, shall have any liability of any kind under the Program Trust Agreement or by reason of or in
connection with any of the transactions contemplated by the Program Trust Agreement, other than with respect to a
program participant of the Authority in its capacity as a Local Agency under the Program Trust Agreement.

Acquisition of Certificates by Authority. All Certificates acquired by the Authority, whether by purchase
or gift or otherwise, shall be surrendered to the Certificate Trustee for cancellation.
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Destruction of Canceled Certificates. Whenever provision is made in the Program Trust Agreement for
the cancellation of any Certificates, the Certificate Trustee shall destroy such Certificates in accordance with its
retention policy then in effect.

Content of Certificates; Post-Issuance Legal Opinions. Every Certificate of the Authority or any Local
Agency with respect to compliance with any agreement, condition, covenant or term contained in the Program Trust
Agreement shall include: (a) a statement that the person or persons executing such certificate have read such
agreement, condition, covenant or term and the definitions in the Program Trust Agreement relating thereto; (b) a
brief statement as to the nature and scope of the examination or investigation upon which the statements contained
in such certificate are based; (c) a statement that, in the opinion of the signers, they have made or caused to be made
such examination or investigation as is necessary to enable them to express an informed opinion as to whether or not
the Local Agency or the Authority has complied with such agreement, condition, covenant or term; and (d) a
statement as to whether, in the opinion of the signers, the Local Agency or the Authority has complied with such
agreement, condition, covenant or term.

Any Certificate of the Authority or any Local Agency may be based, insofar as it relates to legal matters,
upon an Opinion of Counsel unless the person or persons executing such certificate know that the Opinion of
Counsel with respect to the matters upon which their certificate may be based, as aforesaid, is erroneous, or in the
exercise of reasonable care should have known that the same was erroneous. Any Opinion of Counsel may be
based, insofar as it relates to factual matters and information with respect to which is in the possession of the Local
Agency or the Authority, upon a representation by an officer or officers of the Local Agency or the Authority unless
the counsel executing such Opinion of Counsel knows that the representation with respect to the matters upon which
his opinion may be based, as aforesaid, is erroneous, or in the exercise of reasonable care should have known that
the same was erroneous.

Accounts and Funds; Business Days. Any account or fund required in the Program Trust Agreement to be
established and maintained by the Certificate Trustee may be established and maintained in the accounting records
of the Certificate Trustee either as an account or a fund, and may, for the purposes of such accounting records, any
audits thereof and any reports or statements with respect thereto, be treated either as an account or a fund; but all
such records with respect to all such accounts and funds shall at all times be maintained in accordance with sound
accounting practice and with due regard for the protection of the security of the Certificates and the rights of the
Owners. Any action required to occur under the Program Trust Agreement on a day which is not a Business Day
shall be required to occur on the next succeeding Business Day.

Governing Law. The Program Trust Agreement shall be governed, in all respects including validity,

interpretation and effect by, and shall be enforceable in accordance with, the laws of the United States of America
and of the State of California.
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FORM OF LOCAL AGENCY TRUST AGREEMENT

ISSUANCE OF LOCAL AGENCY CERTIFICATES

Equal Security. In consideration of the acceptance of the Local Agency Certificates by the Owners, the
Local Agency Trust Agreement shall be deemed to be and shall constitute a contract among the Local Agency
Certificate Trustee, the Local Agency and the Owners to secure the full and final payment of the interest and
principal evidenced and represented by the Local Agency Certificates, subject to the agreements, conditions,
covenants and terms contained in the Local Agency Trust Agreement; and all agreements, conditions, covenants and
terms contained therein required to be observed or performed by or on behalf of the Local Agency Certificate
Trustee shall be for the equal and proportionate benefit, protection and security of all Owners without distinction,
preference or priority as to benefit, protection or security of any Local Agency Certificates over any other Local
Agency Certificates by reason of the number or date thereof or the time of execution or delivery thereof or otherwise
for any cause whatsoever.

Transfer and Payment of Local Agency Certificates. Any Local Agency Certificates may, in accordance
with its terms, be transferred in the records maintained pursuant to the Local Agency Trust Agreement by the person
in whose name it is registered, in person or by his duly authorized attorney, upon surrender of such Local Agency
Certificates for cancellation accompanied by delivery of a duly executed written instrument of transfer in a form
approved by the Local Agency Certificate Trustee. Whenever any Local Agency Certificates shall be surrendered
for transfer, the Local Agency Certificate Trustee shall execute and deliver to the transferee a new Local Agency
Certificate or Local Agency Certificates of the same series and maturity for a like aggregate principal amount. The
Local Agency Certificate Trustee shall require the payment by the Owner requesting such transfer of any tax or
other governmental charge required to be paid with respect to such transfer as a condition precedent to the exercise
of such privilege.

The Authority and the Local Agency Certificate Trustee may deem and treat the registered owner of any
Local Agency Certificates as the absolute owner of such Local Agency Certificates for the purpose of receiving
payment thereof and for all other purposes, whether such Local Agency Certificates shall be overdue or not, and
neither the Authority nor the Local Agency Certificate Trustee shall be affected by any notice or knowledge to the
contrary; and payment of the interest and principal and prepayment premium, if any, evidenced and represented by
such Local Agency Certificates shall be made only to such registered owner, which payments shall be valid and
effectual to satisfy and discharge liability on such Local Agency Certificates to the extent of the sum or sums so
paid.

The Local Agency Certificate Trustee shall not be required to execute, register the transfer of or exchange
any Local Agency Certificates during the fifteen (15) days preceding each Interest Payment Date or the date of
selection by the Local Agency Certificate Trustee of Local Agency Certificates for prepayment, or to register the
transfer of or exchange any Local Agency Certificates which have been selected for prepayment in whole or in part.

Exchange of Local Agency Certificates. Local Agency Certificates may be exchanged at the office of the
Local Agency Certificate Trustee for a like aggregate principal amount of Local Agency Certificates of the same
series and payment date of other authorized denominations. The Local Agency Certificate Trustee shall require the
payment by the Owner requesting such exchange of any tax or other governmental charge required to be paid with
respect to such exchange as a condition precedent to the exercise of such privilege.

Certificate Registration Books. The Local Agency Certificate Trustee will keep at its office sufficient
books for the registration and transfer of the Local Agency Certificates which shall at all times be open to inspection
by the Local Agency or any Owner on reasonable notice during regular business hours on any Business Day, and
upon presentation for such purpose the Local Agency Certificate Trustee shall, under such reasonable regulations as
it may prescribe, register or transfer the Local Agency Certificates in such books as provided in the Local Agency
Trust Agreement.

Mutilated, Destroyed, Stolen or Lost Local Agency Certificates. If any Local Agency Certificate shall

become mutilated the Local Agency Certificate Trustee at the expense of the Owner shall thereupon authenticate
and deliver, a new Local Agency Certificate of like tenor and number in exchange and substitution for the Local
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Agency Certificate so mutilated, but only upon surrender to the Local Agency Certificate Trustee of the Local
Agency Certificate so mutilated. Every mutilated Local Agency Certificate so surrendered to the Local Agency
Certificate Trustee shall be canceled.

If any Local Agency Certificate shall be lost, destroyed or stolen, evidence of such loss, destruction or theft
may be submitted to the Local Agency Certificate Trustee and, if such evidence be satisfactory to the Local Agency
Certificate Trustee and the Authority and indemnity satisfactory to the Local Agency Certificate Trustee and the
Authority shall be given, the Local Agency Certificate Trustee, at the expense of the Owner, shall thereupon execute
and deliver, a new Local Agency Certificate of like tenor and number in lieu of and in substitution for the Local
Agency Certificate so lost, destroyed or stolen.

The Local Agency Certificate Trustee may require payment of a reasonable sum for each new Local
Agency Certificate executed and delivered under this section and of the expenses which may be incurred by the
Authority and the Local Agency Certificate Trustee in the premises. Any Local Agency Certificate executed and
delivered under the provisions of this section in lieu of any Local Agency Certificate alleged to be lost, destroyed or
stolen shall be equally and proportionately entitled to the benefits of the Local Agency Trust Agreement with all
other Local Agency Certificates of the same series secured by the Local Agency Trust Agreement. Neither the
Authority nor the Local Agency Certificate Trustee shall be required to treat both the original Local Agency
Certificate and any duplicate Local Agency Certificate as being outstanding for the purpose of determining the
principal amount of Local Agency Certificates which may be executed and delivered under the Local Agency Trust
Agreement or for the purpose of determining any percentage of Local Agency Certificates outstanding under the
Local Agency Trust Agreement, but both the original and duplicate Local Agency Certificate shall be treated as one
and the same.

Temporary Certificates. The Local Agency Certificates executed and delivered under the Local Agency
Trust Agreement may be initially executed and delivered in temporary form exchangeable for definitive Local
Agency Certificates when ready for delivery. The temporary Local Agency Certificates may be printed,
lithographed or typewritten, shall be of such denominations as may be determined by the Local Agency Certificate
Trustee, shall be in fully registered form and may contain such reference to any of the provisions of the Local
Agency Trust Agreement as may be appropriate. Every temporary Local Agency Certificate shall be executed and
delivered by the Local Agency Certificate Trustee upon the same conditions and terms and in substantially the same
manner as definitive Local Agency Certificates. If the Local Agency Certificate Trustee executes and delivers
temporary Local Agency Certificates it will execute and furnish definitive Local Agency Certificates without delay
and thereupon the temporary Local Agency Certificates may be surrendered, for cancellation, in exchange therefor
at the Office of the Local Agency Certificate Trustee, and the Local Agency Certificate Trustee shall deliver in
exchange for such temporary Local Agency Certificates an equal aggregate principal amount of definitive Local
Agency Certificates of authorized denominations. Until so exchanged, the temporary Local Agency Certificates
shall be entitled to the same benefits under the Local Agency Trust Agreement as definitive Local Agency
Certificates delivered under the Local Agency Trust Agreement.

Procedure for the Execution and Delivery of Local Agency Certificates; Establishment of Funds and
Accounts. At any time after the sale of the Local Agency Certificates, the Local Agency Certificate Trustee shall
execute the Local Agency Certificates for delivery under the Local Agency Trust Agreement, and thereupon the
Local Agency Certificates shall be delivered by the Local Agency Certificate Trustee to the Certificate Trustee upon
the Request of the Authority and upon receipt of payment therefor. Upon receipt of payment for the Local Agency
Certificates from the Authority, the Local Agency Certificate Trustee shall set aside and deposit the proceeds
received from such sale in the following respective accounts or funds or with the following respective persons, in the
following order of priority:

€)] The Local Agency Certificate Trustee shall deposit the Reserve Policy in the Local Agency’s
Reserve Subaccount within the Reserve Fund within the Revenue Fund established pursuant to the Local Agency
Trust Agreement, representing an amount equal to the Reserve Fund Requirement for the Local Agency.

(b) The Local Agency Certificate Trustee shall transfer to each respective Escrow Fund established
under the respective Escrow Agreement the amount set forth in the Local Agency Trust Agreement.
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(c) The “Cost of Issuance Fund” is established as a separate trust fund with the Local Agency
Certificate Trustee. The Local Agency Certificate Trustee shall deposit a sum equal to the amount set forth in such
Request of the Authority in the Cost of Issuance Fund.

(d) The Local Agency Certificate Trustee shall transfer, or cause the transfer, to the Cost of Issuance
Fund established under the Program Trust Agreement he amount set forth in the Local Agency Trust Agreement, for
the payment of Costs of Issuance of the Local Agency Certificates and the Certificates. The moneys in the Cost of
Issuance Fund shall be disbursed, upon the Request of the Authority, to pay Costs of Issuance.

The Local Agency’s deposit of the Reserve Policy to the Reserve Subaccount within the Reserve Fund is in
satisfaction of the Reserve Fund Requirement. The prior written consent of the Insurer shall be a condition
precedent to the deposit of any credit instrument provided in lieu of a cash deposit into the Reserve Subaccount.
Notwithstanding anything to the contrary set forth in the Local Agency Trust Agreement, amounts on deposit in the
Reserve Subaccount shall be applied solely to the payment of debt service due on the Local Agency Certificates.

REVENUES

Pledge of Revenues; Assignments. All Revenues and any other amounts (including proceeds of the sale of
the respective Local Agency Certificates) held by the Local Agency Certificate Trustee in any fund or account
established under the Local Agency Trust Agreement are irrevocably pledged to the payment of the principal,
interest and premium, if any, evidenced and represented by the Local Agency Certificates as provided in the Local
Agency Trust Agreement, and the Revenues shall not be used for any other purpose while any of the Local Agency
Certificates remain outstanding; provided, however, that out of the Revenues and other moneys there may be applied
such sums for such purposes as are permitted under the Local Agency Trust Agreement. This pledge shall constitute
a first pledge of and charge and lien upon the Revenues and all other moneys on deposit in the funds and accounts
established under the Local Agency Trust Agreement for the payment of the interest and principal evidenced and
represented by the Local Agency Certificates in accordance with the terms of the Local Agency Trust Agreement.

The Authority assigns to the Local Agency Certificate Trustee all of the Authority’s rights and remedies
under the Agreement, including, but not limited to, the Authority’s security interest in and lien upon the Revenues.

Receipt and Deposit of Revenues in the Revenue Fund. In order to carry out and effectuate the pledge,
charge and lien contained in the Local Agency Trust Agreement, the Authority agrees and covenants that all
Revenues when and as received shall be received by the Authority in trust under the Local Agency Trust Agreement
for the benefit of the Owners and shall be deposited when and as received by the Authority in the Revenue Fund
which fund is created and which fund the Authority agrees and covenants to maintain with the Local Agency
Certificate Trustee so long as any Local Agency Certificates shall be outstanding under the Local Agency Trust
Agreement. All Revenues shall be accounted for separately for the Local Agency and held in trust in the Revenue
Fund. All Revenues, whether received by the Authority in trust or deposited with the Local Agency Certificate
Trustee as provided, shall nevertheless be allocated, applied and disbursed solely for the purposes and uses set forth
in the Local Agency Trust Agreement, and shall be accounted for separately and apart from all other accounts,
funds, money or other resources of the Authority, and the Authority shall have no beneficial right or interest in any
of the Revenues except only as provided in the Local Agency Trust Agreement.

Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund. All money in the
Revenue Fund shall be set aside by the Local Agency Certificate Trustee in the following respective special funds
and accounts within the Revenue Fund in the following order of priority:

1) Interest Fund, and within the Interest Fund, an Interest Payment Account for the Local Agency;

2 Principal Fund, and within the Principal Fund, a Principal Payment Account for the Local Agency;

3) Reserve Fund, and within the Reserve Fund, a Reserve Subaccount for the Local Agency;
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4) Administration Fund, and within the Administration Fund, an Administration Subaccount for the
Local Agency; and

(5) Surplus Account.

All money in each of such accounts shall be held in trust by the Local Agency Certificate Trustee and shall
be applied, used and withdrawn only for the purposes authorized as summarized in this section. Notwithstanding the
foregoing, the Local Agency Certificate Trustee need not create separate accounts within the Interest Fund, the
Principal Fund, the Reserve Fund and the Administration Fund, but shall keep sufficient records to account
separately for the deposits attributable to the Local Agency.

Q) Interest Fund. On or before the Business Day immediately preceding each Interest Payment Date,
the Local Agency Certificate Trustee shall set aside from amounts deposited by the Local Agency in the Revenue
Fund and deposit in the Local Agency Interest Payment Account that amount of money which is equal to the amount
of interest becoming due and payable with respect to the Agreement on the next succeeding Interest Payment Date.
No such deposit need be made if the amount contained in the Local Agency Interest Payment Account is at least
equal to the aggregate amount of interest becoming due and payable in connection with the Agreement on such
Interest Payment Date. All money in the Interest Fund shall be used and withdrawn by the Local Agency Certificate
Trustee solely for the purpose of paying the interest evidenced and represented by the Local Agency Certificates as
it shall become due and payable (including accrued interest evidenced and represented by any Local Agency
Certificates purchased or prepaid prior to the payment dates thereof).

2 Principal Fund. On or before the Business Day immediately preceding each Certificate Payment
Date the Local Agency Certificate Trustee shall set aside from amounts deposited by the Local Agency in the
Revenue Fund and deposit in the Local Agency Principal Payment Account an amount of money equal to the
amount of principal becoming due and payable with respect to the Agreement on the next succeeding Certificate
Payment Date. No such deposit need be made if the amount contained in the Local Agency Principal Payment
Account is at least equal to the aggregate amount of principal becoming due and payable in connection with the
Agreement on such Certificate Payment Date. All money in the Principal Fund shall be used and withdrawn by the
Local Agency Certificate Trustee solely for the purpose of paying the principal evidenced and represented by the
Local Agency Certificates as it shall become due and payable, whether on their respective Certificate Payment Dates
or prepayment, except that any money in any sinking fund account shall be used and withdrawn by the Local
Agency Certificate Trustee only to purchase or to prepay or to pay Term Certificates for which such sinking fund
account was created.

3) Reserve Fund. The Local Agency Certificate Trustee shall set aside from amounts deposited by
the Local Agency in the Revenue Fund and deposit in the Local Agency’s Reserve Subaccount that amount of
money (or other authorized deposit of security) which shall be required to maintain the Reserve Subaccount in the
full amount of the Reserve Fund Requirement. No deposit need be made in any Reserve Subaccount so long as
there shall be on deposit therein a sum equal to the Local Agency Reserve Fund Requirement. All money in each
Reserve Subaccount (including all amounts which may be obtained from any insurance policy on deposit in the
Reserve Subaccount) shall be used and withdrawn by the Local Agency Certificate Trustee solely for the purpose of
replenishing the Local Agency Interest Payment Account or the Local Agency Principal Payment Account, in that
order, in the event of any deficiency at any time in either of such Accounts, but solely for the purpose of paying the
interest, principal or prepayment premiums, if any, payable in connection with the Local Agency Agreement, except
that any cash amounts in the Reserve Subccounts in excess of the amount required to be on deposit therein shall be
withdrawn from the Reserve Subaccounts on each Interest Payment Date and deposited in the Local Agency Interest
Payment Account.

In lieu of making the Local Agency Reserve Fund Requirement deposit or in replacement of moneys then
on deposit in any Reserve Subaccount (which shall be transferred by the Local Agency Certificate Trustee to the
Local Agency upon delivery of an insurance policy satisfying the requirements stated below), the Local Agency may
also deliver to the Local Agency Certificate Trustee an insurance policy (a “Qualified Reserve Instrument”) securing
an amount, together with moneys or Permitted Investments on deposit in the Reserve Subaccount, no less than the
Local Agency Reserve Fund Requirement, issued by an insurance company licensed to issue insurance policies
guaranteeing the timely payment of the principal and interest components of the Local Agency Agreement and
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whose unsecured debt obligations (or for which obligations secured by such insurance company’s insurance
policies) are rated in the two highest rating categories (without respect to any modifier) of the Rating Agency.
Notwithstanding anything to the contrary set forth in the Local Agency Trust Agreement, amounts on deposit in the
Reserve Fund shall be applied solely to the payment of debt service due on the Local Agency Certificates.

If and to the extent that a Reserve Subaccount has been funded with a combination of cash (or Permitted
Investments) and a Qualified Reserve Instrument, then all such cash (or Permitted Investments) shall be completely
used before any demand is made on such Qualified Reserve Instrument, and replenishment of the Qualified Reserve
Instrument shall be made prior to any replenishment of any cash (or Permitted Investments). If a Reserve
Subaccount is funded, in whole or in part, with more than one Qualified Reserve Instrument, then any draws made
against such Qualified Reserve Instrument shall be made pro-rata.

4 Administration Fund. On or before the Business Day immediately preceding each Certificate
Payment Date, the Local Agency Certificate Trustee shall set aside from amounts deposited by the Local Agency in
the Revenue Fund and deposit in the Local Agency’s Administration Subaccount an amount equal to the Local
Agency’s Administration Fee. All money in each Administration Subaccount shall be used and withdrawn by the
Local Agency Certificate Trustee solely for the purpose of paying the fees of the Authority, and the Local Agency
Certificate Trustee, payable with respect to the Local Agency Agreement, except that any cash amounts in the
Administration Subaccounts in excess of the amount required to be on deposit therein shall be withdrawn from the
Administration Subaccounts on each Interest Payment Date and deposited in the Local Agency Interest Payment
Account.

(5) Surplus Account. On the Business Day immediately following each Interest Payment Date the
Local Agency Certificate Trustee shall deposit in the Surplus Account all money remaining in the Revenue Fund
after the deposits required by the Local Agency Trust Agreement have been made. On June 30 of each year, the
Local Agency Certificate Trustee shall disburse the money in the Surplus Account to the Local Agency to the extent
that such Local Agency’s deposit of moneys, together with investment earnings thereon, if any, exceeded the
deposits required by the Local Agency Trust Agreement.

Deposit and Investments of Money in Accounts and Funds. All money held by the Local Agency
Certificate Trustee in any of the accounts or funds established pursuant to the Local Agency Trust Agreement shall
be invested and reinvested in Permitted Investments at the Request of the Local Agency received not less than two
(2) Business Days prior to the date of making such investment. The Local Agency Certificate Trustee shall notify
the Local Agency no less than two (2) Business Days prior to the date moneys held under the Local Agency Trust
Agreement will be available for investment, requesting that the Local Agency deliver to the Local Agency
Certificate Trustee a Request of the Local Agency specifying the Permitted Investments to be acquired by the Local
Agency Certificate Trustee with such moneys. All money held in the Reserve Fund shall be invested and reinvested
in Permitted Investments with a term to maturity not exceeding five years or on the final maturity date of the Local
Agency Certificates, whichever date is earlier; provided, however, that if an obligation may be prepaid at par on the
business day prior to each Interest Payment Date during which such obligation is outstanding, such obligation may
have any maturity. All such Permitted Investments shall be valued by the Local Agency Certificate Trustee not less
frequently than semi-annually on each Interest Payment Date at the lower of the cost or market value thereof. The
Local Agency Certificate Trustee may act as a principal or agent in making or disposing of any investment.

COVENANTS

Compliance with Trust Agreement. The Local Agency Certificate Trustee will not execute or deliver any
Local Agency Certificates in any manner other than in accordance with the provisions of the Local Agency Trust
Agreement; and the Local Agency will not suffer or permit any default to occur under the Local Agency Trust
Agreement, but will faithfully observe and perform all the agreements, conditions, covenants and terms contained
therein required to be observed and performed by them.

Amendment of Agreement. The Local Agency and the Authority will not amend or permit the amendment
of the Agreement without (1) a determination that such amendment does not materially adversely affect the interest
of the Owners or (2) the written consents of the Owners of a majority in aggregate principal amount of the Local
Agency Certificates then outstanding; provided that no such supplement, amendment, modification or termination
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shall reduce the amount of 2020 Installment Sale Payments to be made to the Authority or the Local Agency
Certificate Trustee by the Local Agency pursuant to the Agreement, or extend the time for making such payments,
or permit the creation of any lien prior to or on a parity with the lien created by the Agreement on Revenues (except
as expressly provided in the Agreement), in each case without the written consent of all of the Owners of the Local
Agency Certificates then outstanding.

Against Encumbrances. The Authority will not make any pledge of or place any charge or lien upon the
Revenues except as provided in the Local Agency Trust Agreement, and will not issue any bonds, notes or
obligations payable from the Revenues or secured by a pledge of or charge or lien upon the Revenues except the
Local Agency Certificates.

Accounting Records and Reports. The Local Agency Certificate Trustee shall keep proper books of record
and account in accordance with industry standards in which complete and correct entries shall be made of all
transactions made by the Local Agency Certificate Trustee relating to the receipt, investment, disbursement,
allocation and application of all funds received by the Local Agency Certificate Trustee under the Local Agency
Trust Agreement. Such records shall specify the account or fund to which each investment (or portion thereof) held
by the Local Agency Certificate Trustee is to be allocated and shall set forth, in the case of each investment: (a) its
purchase price; (b) identifying information, including par amount, coupon rate, and payment dates; (c) the amount
received at maturity or its sale price, as the case may be; (d) the amounts and dates of any payments made with
respect thereto; and (e) such documentation as is required to be obtained as evidence to establish that all investments
have been purchased in arms’ length transactions with no amounts paid to reduce the yield on the investments.

Such records shall be open to inspection by the Authority and the Local Agency at any reasonable time
during regular business hours on reasonable notice.

Observance of Laws and Regulations. The Local Agency will faithfully observe and perform all lawful
and valid obligations or regulations now or hereafter imposed on them by contract, or prescribed by any state or
national law, or by any officer, board or commission having jurisdiction or control, as a condition of the continued
enjoyment of each and every franchise, right or privilege now owned or hereafter acquired by them, including their
right to exist and carry on their respective businesses, to the end that such observance or performance is material to
the transactions contemplated.

Further Assurances. Whenever and so often as reasonably requested to do so by the Local Agency
Certificate Trustee, any Owner, the Local Agency will promptly execute and deliver or cause to be executed and
delivered all such other and further assurances, documents or instruments, and promptly do or cause to be done all
such other and further things as may be necessary or reasonably required in order to further and more fully vest in
the Local Agency Certificate Trustee and the Owners all rights, interests, powers, benefits, privileges and
advantages conferred or intended to be conferred upon them.

THE LOCAL AGENCY CERTIFICATE TRUSTEE

The Trustee. Wilmington Trust, National Association, as successor to Wells Fargo Bank, National
Association, as predecessor trustee, shall serve as the Local Agency Certificate Trustee for the Local Agency
Certificates for the purpose of receiving all money which the Authority and the Local Agency are required to deposit
with the Local Agency Certificate Trustee under the Local Agency Trust Agreement and for the purpose of
allocating, applying and using such money as provided in the Local Agency Trust Agreement and for the purpose of
paying the interest, principal and prepayment premiums, if any, evidenced and represented by the Local Agency
Certificates presented for payment in Los Angeles, California, with the rights and obligations provided in the Local
Agency Trust Agreement. The Authority agrees that it will at all times maintain a Trustee having a designated
office in San Francisco or Los Angeles, California.

The Authority may at any time, unless there exists any event of default as defined in the Local Agency
Trust Agreement as summarized under the caption “FORM OF TRUST AGREEMENT — EVENTS OF DEFAULT
AND REMEDIES OF OWNERS - Events of Default and Acceleration of Maturities” in this Appendix A, remove
the Local Agency Certificate Trustee initially appointed and any successor thereto and may appoint a successor or
successors thereto by an instrument in writing; provided that any such successor shall (i) be a bank or trust company
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doing business and having a principal office in San Francisco or Los Angeles, California, (ii) have (or in the case of
a bank or trust company which is part of a bank holding company system, the related bank holding company shall
have) a combined capital (exclusive of borrowed capital) and surplus of at least seventy-five million dollars
($75,000,000) and (iii) be subject to supervision or examination by federal or state authority. If such bank or trust
company publishes a report of condition at least annually, pursuant to law or to the requirements of any supervising
or examining authority above referred to, then for the purpose of this section the combined capital and surplus of
such bank or trust company shall be deemed to be its combined capital and surplus as set forth in its most recent
report of condition so published. The Local Agency Certificate Trustee may at any time resign by giving written
notice of such resignation to the Authority and by mailing to the Owners notice of such resignation. Upon receiving
such notice of resignation, the Authority shall promptly appoint a successor Trustee by an instrument in writing.
Any removal or resignation of a Trustee and appointment of a successor Trustee shall become effective only upon
the acceptance of appointment by the successor Trustee. If, within thirty (30) days after notice of the removal or
resignation of the Local Agency Certificate Trustee no successor Trustee shall have been appointed and shall have
accepted such appointment, the removed or resigning Trustee may petition any court of competent jurisdiction for
the appointment of a successor Trustee, which court may thereupon, after such notice, if any, as it may deem proper
and prescribe and as may be required by law, appoint a successor Trustee having the qualifications required.

The Local Agency Certificate Trustee is authorized to prepay the Local Agency Certificates when duly
presented for payment on their respective Certificate Payment Dates or on prior prepayment. The Local Agency
Certificate Trustee shall cancel all Local Agency Certificates upon payment thereof or upon the surrender thereof by
the Authority and shall destroy such Local Agency Certificates it has received in accordance with its retention policy
then in effect. The Local Agency Certificate Trustee shall keep accurate records of all Local Agency Certificates
paid and discharged and canceled by it.

The Authority, solely from amounts held in the Costs of Issuance Fund or paid by the Local Agency
specifically for such purpose, shall from time to time, subject to any agreement between the Authority and the Local
Agency Certificate Trustee then in force, pay to the Local Agency Certificate Trustee compensation for its services,
reimburse the Local Agency Certificate Trustee for all its advances and expenditures including but not limited to
advances to and fees and expenses of independent accountants and in-house and other counsel or other experts
employed by it and reasonably required in the exercise and performance of its rights and obligations under the Local
Agency Trust Agreement, and, to the extent permitted by law, indemnify and hold the Local Agency Certificate
Trustee and its officers, directors, employees and agents harmless against any claim, loss, liability, damages,
expenses (including legal fees and expenses) or advances not arising from the Local Agency Certificate Trustee’s
own active or passive negligence, willful misconduct or breach of fiduciary duty, which the Local Agency
Certificate Trustee may incur in the exercise and performance of its rights and obligations under the Local Agency
Trust Agreement. The obligations of the Authority under this paragraph to compensate, indemnify, reimburse and
hold the Local Agency Certificate Trustee harmless shall constitute additional indebtedness under the Local Agency
Trust Agreement, and such indebtedness shall have priority over the Local Agency Certificates in respect of all
property and funds held or collected by the Local Agency Certificate Trustee as such, except funds held in trust by
the Local Agency Certificate Trustee for the benefit of the Owners of particular Local Agency Certificates,
including, without limitation, funds held by the Local Agency Certificate Trustee in trust to prepay all or a portion of
outstanding Local Agenc