I\ AGENDA

OCTA Finance and Administration Committee Meeting
Committee Members Orange County Transportation Authority
Michael Hennessey, Chairman Headquarters
Richard Murphy, Vice Chairman Conference Room 07
Andrew Do 550 South Main Street
Gene Hernandez Orange, California
Steve Jones Wednesday, June 10, 2020 at 10:30 a.m.
Joe Muller
Michelle Steel

Any person with a disability who requires a modification or accommodation in order
to participate in this meeting should contact the OCTA Clerk of the Board, telephone
(714) 560-5676, no less than two (2) business days prior to this meeting to enable
OCTA to make reasonable arrangements to assure accessibility to this meeting.

Agenda descriptions are intended to give members of the public a general summary
of items of business to be transacted or discussed. The posting of the
recommended actions does not indicate what action will be taken. The Committee
may take any action which it deems to be appropriate on the agenda item and is not
limited in any way by the notice of the recommended action.

All documents relative to the items referenced in this agenda are available for public
inspection at www.octa.net or through the Clerk of the Board'’s office at the OCTA
Headquarters, 600 South Main Street, Orange, California.

Guidance for Public Access to the Board of Directors/Committee Meeting

On March 12, 2020 and March 18, 2020, Governor Gavin Newsom enacted
Executive Orders N-25-20 and N-29-20 authorizing a local legislative body to hold
public meetings via teleconferencing and make public meetings accessible
telephonically or electronically to all members of the public to promote social
distancing due to the state and local State of Emergency resulting from the threat of
Novel Coronavirus (COVID-19).

In accordance with Executive Order N-29-20, and in order to ensure the safety of
the Orange County Transportation Authority (OCTA) Board of Directors (Board) and
staff and for the purposes of limiting the risk of COVID-19, in-person public
participation at public meetings of the OCTA will not be allowed during the time
period covered by the above-referenced Executive Orders.

Instead, members of the public can listen to AUDIO live streaming of the Board and
Committee meetings by clicking the below link:

http://mww.octa.net/About-OCTA/Who-We-Are/Board-of-Directors/Live-and-Archived-Audio/
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Guidance for Public Access to the Board of Directors/Committee Meeting
(Continued)

Public comments may be submitted for the upcoming Board and Committee
meetings by emailing them to boardofdirectors@octa.net

If you wish to comment on a specific agenda Item, please identify the Item number
in your email. All public comments that are timely received will be part of the public
record and distributed to the Board. Public comments will be made available to the
public upon request.

In order to ensure that staff has the ability to provide comments to the
Board Members in a timely manner, please submit your public comments
30 minutes prior to the start time of the Board and Committee meeting date.
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Call to Order

Roll Call

Pledge of Allegiance
Director Do

1.

Public Comments

Special Calendar

2.

Taxable Sales Forecast - University of California, Los Angeles
Sam Kaur/Andrew Oftelie

Orange County Transportation Authority contracts with several economic
specialists to provide an annual 30-year taxable sales forecast for
Measure M2. The latest forecasts were received in Spring 2020.
Jerry Nickelsburg, PhD, and William Yu, PhD, from University of California at
Los Angeles Anderson Forecast will provide an update on the
annual forecast and economic outlook for Orange County to the
Finance and Administration Committee.

Consent Calendar (Items 3 through 9)

All items on the Consent Calendar are to be approved in one motion unless a
Committee Member or a member of the public requests separate action or
discussion on a specific item.

3.

Approval of Minutes

Approval of the minutes of the Finance and Administration Committee
meeting of May 27, 2020.

Revenue Vehicle Maintenance, Internal Audit Report No. 20-506
Serena Ng/Janet Sutter

Overview

The Internal Audit Department of the Orange County Transportation Authority
has completed an audit of revenue vehicle maintenance. Based on the audit,
controls in place to ensure compliance with revenue vehicle maintenance
standards and related policy and procedures are generally adequate.
One recommendation was made to further enhance work order templates.
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(Continued)
Recommendation

Direct staff to implement the recommendation provided in Revenue Vehicle
Maintenance, Internal Audit Report No. 20-506.

Annual Update to Investment Policy for 2020
Robert Davis/Andrew Oftelie

Overview

The Treasurer is presenting the Orange County Transportation Authority’s
Investment Policy for 2020. The Investment Policy sets forth the investment
guidelines for all funds invested on and after June 10, 2020.
As recommended under California Government Code Section 53646(a)(2),
the Orange County Transportation Authority is submitting its
Investment Policy to be reviewed at a public meeting. Further, the governing
body of a local agency has the authorization to appoint, for a period of
one year, a Treasurer to invest, reinvest, purchase, exchange, sell, or
manage public funds.

Recommendations
A. Adopt the 2020 Investment Policy dated June 10, 2020.

B. Authorize the Treasurer to invest, reinvest, purchase, exchange, sell,
and manage Orange County Transportation Authority funds during
fiscal year 2020-21.

Resolution to Establish the Orange County
Local Transportation Authority/Measure M2 Appropriations Limitation
for Fiscal Year 2020-21
Sam Kaur/Andrew Oftelie

Overview
The State Constitution requires that each year the governing body of each

local jurisdiction shall, by resolution, establish its appropriations limit for the
following year pursuant to Article XIIIB.
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(Continued)
Recommendation

Adopt Orange County Local Transportation Authority/Measure M2
Resolution No. 2020-022 to establish the Orange County
Local Transportation Authority/Measure M2 appropriations limit at
$1,890,379,261, for fiscal year 2020-21.

Resolution to Establish the Orange County Transportation Authority
General Fund Appropriations Limitation for Fiscal Year 2020-21
Sam Kaur/Andrew Oftelie

Overview

The State Constitution requires that each year the governing body of each
local jurisdiction shall, by resolution, establish its appropriations limit for the
following year pursuant to Article XIIIB.

Recommendation

Adopt Orange County Transportation Authority Resolution No. 2020-023 to
establish the Orange County Transportation Authority General Fund
appropriations limit at $12,508,480, for fiscal year 2020-21.

Approval of the Amended and Restated Orange County
Local Transportation Authority 2021 Credit and Fee Agreements
Robert Davis/Andrew Oftelie

Overview

In July 2017, the Orange County Local Transportation Authority secured a
line of credit from the Bank of America, N.A. for $900 million to satisfy a
requirement of the Transportation Infrastructure Finance and Innovation Act
loan for the Interstate-405 Improvement Project. The line of credit was
structured in two commitment tranches, the Orange County
Local Transportation Authority 2019 Credit Agreement, in an amount of
$400 million, and the Orange County Local Transportation Authority
2021 Credit Agreement, in an amount of $500 million.

The 2019 Credit and Fee Agreements were terminated in 2019 when
Orange County Local Transportation Authority issued its Measure M2
Sales Tax Revenue Bonds to finance the project. Staff is recommending an
amendment to the 2021 Credit and Fee Agreements, which will lower the
commitment fee paid to the bank in exchange for changing the expiration date
of the agreements from July 16, 2021 to June 28, 2021.
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(Continued)
Recommendations

A. Approve the Amended and Restated 2021 Credit and Fee Agreements
by and among Bank of America, N.A., the
Orange County Transportation Authority, and the Orange County
Local Transportation Authority each dated as of June 29, 2020, in
substantially the form presented to this board at this meeting and in
the total amount of $500 milion and authorize the
Chief Executive Officer to negotiate and execute the final
2021 Amended and Restated Credit and Fee Agreements.

B. Authorize the Chair, Vice Chair, Chief Executive Officer,
Chief Financial Officer, and Director of Finance and Administration to
sign and deliver all documents relating to said agreements, including
the credit agreement, fee agreement, incumbency certificate, closing
certificate, bank note, receipts, notices, and agreements related
thereto.

Extension of 91 Express Lanes Temporary Measures
Kirk Avila/Darrell E. Johnson

Overview

In April 2020, the Orange County Transportation Authority and the
Riverside County Transportation Commission respective Board of Directors
approved the temporary waiving of monthly account maintenance
fees for 91 Express Lanes customers. The Orange County
Transportation Authority Board of Directors also approved the temporary
modification of the 91 Express Lanes Toll Policy to allow the ability to suspend
automatic toll rate increases. An additional extension of these measures is
being requested for approval.

Recommendations

A. Authorize the Chief Executive Officer to temporarily waive for a period
of up to 90 days, 91 Express Lanes monthly account fees, for the
months of July 2020, August 2020, and September 2020.

B. Authorize the Chief Executive Officer to temporarily modify for a period
of up to 90 days the 91 Express Lanes Toll Policy to allow for the ability
to remove automatic toll rate increases, if necessary.
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Regular Calendar

There are no Regular Calendar items scheduled.

Discussion Items

10.

11.

12.

13.

Chief Executive Officer's Report

Committee Members' Reports

Closed Session

There are no Closed Session items scheduled.

Adjournment

The next regularly scheduled meeting of this Committee will be held at
10:30 a.m. on Wednesday, July 8, 2020, at the Orange County

Transportation  Authority = Headquarters, Conference Room 07,
550 South Main Street, Orange, California.
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The Economic Outlook and
Orange County Taxable Sales Forecast

OCTA Briefing, June 10, 2020

Jerry Nickelsburg, Director
William Yu, Economist

UCLA Anderson Forecast
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The global pandemic leads to the global recession
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Global economic impact:

$9.2 Trillion
(10% of global GDP)
From 3% to -7%
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The pandemic devastates the economy due to mitigation policies:
e.g. travel bans, stay-at-hnome, social distancing

. 3/11 WHO called the pandemic
. 3/14 Travel ban on Europe
. 3/16 Presdient's 15-day guildlines
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Traffic to retail and recreation declined by 55% in April in Orange County
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Orange County
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Traffic to transit stations and workplaces declined by the same degree
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Unemployment shot up in April in the U.S. and California

U.S. Continued Claims ill California Continued Claims

for Insured Unemployment for Insured Unemployment
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U.S. lost 2.1 million payroll jobs in April. Restaurant and retail sectors
lost 8 million jobs. Unemployment rate escalated to 14.7%.

Food services and drinking places I  5.9M; -48%
Retail trade N 2.2M; -14%
Administrative and waste services I 1.6M;-17%
Arts, entertainment, and recreation [T 1.3M;-54%
Ambulatory health care services I 1.2M; -16%
Construction ]
Government
Durable goods ||
Accommodation
Social assistance
Transportation and warehousing
Professional and technical services
Nondurable goods
Wholesale trade

Information || Job in April 2020

Real estate and rental and leasing
Hospitals I Job Loss from Feb to Apr 2020
Management of companies and enterprises
Mining and logging

Finance and insurance HIF
Utilities (MI”IOI’I)

20 22
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The economy is estimated to recover rapidly in 2021 once the virus
is gone. The $2 Trillion CARES Act prevents further ripple effect.

1-year recovery
(2020-21) vs
4-year recovery
(2007-11)

June 2020
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Federal reserve provides massive liquidity to the markets.

An era of low but not negative interest rates.
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Globalization and global supply chains face serious challenges
In the era of the coronavirus pandemic

* In February, when China shut down, multi-
national companies panicked about China’s o
supply chains disruption.

* In March/April, U.S. and Europe are C
desperate to source their medical and
pharmaceutical equipment and supplies, such
as masks, when many countries are imposing
export bans.

* Reallocation: the decline of China .
manufacturing and the rise of the U.S.
manufacturing.

June 2020 lerson Forecast. All rights Reserved
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U.S. advanced retail sales declined by 8.7% in March.
Some sectors have increased sales (but not taxable).

Motor Vehicle and Parts Dealers

Grocery Stores

Nonstore Retailers

General Merchandise Stores

Food Services & Drinking Places

Gasoline Stations

Building Materials, Garden Equipment and Supplies Dealers
Health and Personal Care Stores

Clothing and Clothing Accessory Stores
Miscellaneous Store Retailers D February
Department Stores B March
Furniture and Home Furnishings Stores
Electronics and Appliance Stores
Sporting Goods, Hobby, Book, and Music Stores

(SMillion)
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O.C. taxable sales had a 7% increase in e-commerce in 2019

All Other Outlets

Motor Vehicle and Parts Dealers
Food Services and Drinking Places
Other Retail Group

General Merchandise Stores

Clothing and Clothing Accessories Stores ) D 2018
Gasoline Stations ) . 2019

Building Material and Garden Equipment and Supplies Dealers

Home Furnishings and Appliance Stores
(SBillion)

$10 S$12 S14 S16 S18 S20 S22 S24
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June 2020

O.C. taxable sales is expected to plunge by 50% in CY 20200Q2
and rebound as the economy gradually reopens

Forecast * Forecast Assumptions

($Billion)

Considered CARES Act
Economy reopens
gradually since 2020/5
No serious resurge; no
other shutdown in the fall
2020/2021

Test are more available
social distancing
practices remain
Vaccine ready in 2021

2020 2022

© 2020 UCLA Anderson Forecast. All rights Reserved.
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The long-term growth of O.C. taxable sales
will convert to 3.7% in the 2020s and slow down to 3% in 2045

Nominal growth rate: from 3.7% to 3%

gl NN pEEEEEEEEEEEEEEEEEEEEEEE

18 20 22 24 26 28 30 32 34 36 38 40 42 44

[ ] CPlInflation Rate Minus Rent and Medical Care (Long-term growth: 1.2%)
[ Real Taxable Sale Growth (Long-term growth: 2.4 to 1.8%)

June 2020 © 2020 UCLA Anderson Forecast. All rights Reserved
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Conclusions

« The length of the recession will depend on the length/severity of the pandemic.
« There is high uncertainty on our forecast.
*  We expect a relatively rapid recovery in terms of U.S. GDP.

« California had more reduction of economic activities compared to other states.
So California and Orange County will take more of an economic hit.

« Unbridled globalization is killed by this global pandemic. Diversified and local
supply chains will rise.

« The U.S.-China relationship will face serious challenges.

June 2020 son Forecast. All rights Reserved
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N MINUTES

OCTA Finance and Administration Committee Meeting

Committee Members Present Staff Present

Via Teleconference: Darrell E. Johnson, Chief Executive Officer

Michael Hennessey, Chairman (teleconference)

Richard Murphy, Vice Chairman  Jennifer E. Bergener, Deputy Chief Executive Officer
Andrew Do Martha Ochoa, Assistant Clerk of the Board

Gene Hernandez Gina Ramirez, Deputy Clerk of the Board

Steve Jones James Donich, General Counsel (teleconference)

Joe Muller OCTA Staff

Michelle Steel

Committee Members Absent
None

Call to Order

The May 27, 2020, regular meeting of the Finance and Administration Committee
was called to order by Committee Chairman Hennessey at 10:33 a.m.

Roll Call

The Deputy Clerk of the Board conducted an attendance Roll Call and announced
that there was a quorum of the Finance and Administration Committee.

Pledge of Allegiance
Director Hernandez led in the Pledge of Allegiance.
1. Public Comments

Public comments were received under ltem 7.

Special Calendar
2. Taxable Sales Forecast - MuniServices
Andrew Oftelie, Chief Financial Officer (CFO), provided opening comments

and introduced Tom Adams, Client Success Manager and
Fran Mancia, Vice President of Government Relations for MuniServices.
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Finance and Administration Committee Meeting

(Continued)

Mr. Adams, provided a PowerPoint presentation on the following:

. Agenda;

o Top 10 Segments;

o Quarterly Performance;

o Top 25 Sales Tax Generators (Alphabetical Order);
. Sales Tax Revenues Compared to Income;

o Employment Compared to Sales Tax Per Capita;

. Coronavirus: COVID-19 Impacts;

. State Sales Tax Programs — Extension and Deferral;
. Forecast Assumptions;

o Measure M2 (1/2%) Forecast Projections;

. TDA (LTF) 1/4% Forecast Projections; and

J Questions.

Consent Calendar (Iltems 3 through 12)

3.

Approval of Minutes

A motion was made by Director Steel, seconded by Director Do, and following
a roll call vote, declared passed 7-0, to approve the minutes of the
Finance and Administration Committee meeting of May 13, 2020.

Medical Exams, Internal Audit Report No. 20-508
A motion was made by Director Steel, seconded by Director Do, and
following a roll call vote, declared passed 7-0, to receive and file

Medical Exams, Internal Audit Report No. 20-508, as an information item.

Orange County  Transportation  Authority Investment and
Debt Programs Report - April 2020

A motion was made by Director Steel, seconded by Director Do, and following
aroll call vote, declared passed 7-0, to receive and file as an information item.

Environmental Mitigation Program Endowment Fund Investment Report
for March 31, 2020

A motion was made by Director Steel, seconded by Director Do, and following
aroll call vote, declared passed 7-0, to receive and file as an information item.
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10.

Amendment to Cooperative Agreement with the
Anaheim Transportation Network for Public Transit Services

This item was pulled by Staff and continued to a future
Finance and Administration Committee meeting for consideration.

The Deputy Clerk of the Board (COB) read into the record that a public
comment was received by the Clerk of the Board Department from
Diana Kotler on behalf of the Anaheim Transportation Network and emailed
to the Committee Members on Wednesday, May 27, 2020.

The Deputy COB stated that the public comment would be retained as part of
the record for today’s Committee meeting.

Resolution to Establish the Orange County Transportation Authority
General Fund Appropriations Limitation for Fiscal Year 2020-21

This item was pulled by Staff and continued to the June 10, 2020
Finance and Administration Committee meeting for consideration.

Resolution to Establish the Orange County
Local Transportation Authority/Measure M2 Appropriations Limitation
for Fiscal Year 2020-21

This item was pulled by Staff and continued to the June 10, 2020
Finance and Administration Committee meeting for consideration.

Agreement for Deferred Compensation Services

A motion was made by Director Steel, seconded by Director Do, and following
a roll call vote, declared passed 7-0, to:

A. Approve the selection of Nationwide Retirement Solutions as the firm
to provide deferred compensation services.

B. Authorize the Chief Executive Officer to negotiate and execute
Agreement No. C-0-2014 between the Orange County
Transportation Authority and Nationwide Retirement Solutions, to
perform a broad range of defined contribution services related to the
administration of the 457(b), 401(a), and 3121 plans, for an initial term
of five years with two, five-year option terms.
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11.

12.

Agreement for Occurrence Tracking System Replacement

A motion was made by Director Steel, seconded by Director Do, and following
a roll call vote, declared passed 7-0, to:

A. Approve the selection of Origami Risk LLC, as the firm to provide
cloud-based claims management software as a service in support of
the Orange County Transportation Authority’s Occurrence Tracking
System for Risk Management and Safety departments.

B. Authorize the Chief Executive Officer to negotiate and execute
Agreement No. C-0-2023 between the Orange County
Transportation Authority and Origami Risk LLC, in the amount of
$495,170, to provide cloud-based claims management software as a
service to replace Orange County Transportation Authority’s
Occurrence Tracking System for a three-year term.

91 Express Lanes Update for the Period Ending - March 31, 2020

A motion was made by Director Steel, seconded by Director Do, and following
aroll call vote, declared passed 7-0, to receive and file as an information item.

Regular Calendar

13.

Preview to the Public Hearing on Orange  County
Transportation Authority’s Fiscal Year 2020-21 Budget and
Personnel and Salary Resolution

Andrew Oftelie, Chief Financial Officer (CFO), provided a PowerPoint
presentation on the following:

Budget Themes;

Coronavirus (COVID-19) Impacts;

Budget Overview - Budget Workshop Proposed;
Budget Overview - Current Proposed,;

Budget Adjustments — Sources and Uses;
COVID-19 Budget Reductions;

Budget Sources & Uses;

Staffing Levels;

Recommendations; and

Next Steps.

Director Steel inquired about the OC Streetcar project line item within the
budget.
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13.

(Continued)

James Donich, General Counsel, responded that the Orange County
Transportation Authority (OCTA) does not do a line-item budget. He also
stated in the past if a board member had an issue with any portion of the
budget, the board member would just vote no on the budget.

A motion was made by Director Hernandez, seconded by Director Do, and
following a roll call vote, declared passed 6-1, to:

A. Approve by Resolution the Orange County Transportation Authority’s
Fiscal Year 2020-21 Budget.

B. Approve the Personnel and Salary Resolution for Fiscal Year 2020-21.

C. Authorize the Chief Executive Officer to negotiate and execute the
software and hardware licensing, maintenance, and emergency
support purchase orders and/or agreements.

D. Approval of fiscal year 2020-21 Orange County
Transportation Authority member agency contribution to the
Southern California Regional Rail Authority, first-quarter operating
subsidy, in an amount up to $7,274,000.

Director Steel voted in opposition.

Discussion Items

14.

Chief Executive Officer's Report

Darrell E. Johnson, Chief Executive Officer (CEO), reported on the following:

“Return to the Workplace” Update

. As the County of Orange starts to reopen, the OCTA, cross-divisional
“‘Return to the Workplace” team is continuing to identify and implement
a variety of safety measures at all OCTA locations.

o Executive Staff’s priority since the start of the pandemic has been at
the bus bases where employees have continued reporting to work to

provide essential bus service.

o The Staff is also preparing for administrative employees to return to
the office.
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14. (Continued)

o For now, OCTA administrative employees will continue to work
remotely at least through June 12th.

J When administrative employees do start returning, it will be done in
waves with employees who are not able to work remotely, being the
first group to return.

. Staff conducted an employee survey recently to gauge employees’
concerns about returning to the workplace, which is helping to guide
OCTA’s plan.

o A virtual CEO Connection will be held with OCTA’s administrative
employees to keep them apprised of the plan.

15. Committee Members' Reports

There were no Committee Members’ Reports.
16. Closed Session

There were no Closed Session items scheduled.
17. Adjournment

The meeting was adjourned at 11:16 a.m.

The next regularly scheduled meeting of this Committee will be held at

10:30 a.m. on Wednesday, June 10, 2020, at the Orange County

Transportation  Authority  Headquarters, Conference Room 07,

550 South Main Street, Orange, California.

ATTEST

Gina Ramirez
Deputy Clerk of the Board

Michael Hennessey
Committee Chairman
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To: Finance and Administration Committee .~ /"
r / 1/ -

-
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From: Darrell E. Johnson(_Chief‘Eg@cmfve Offi/cér

P — :
Janet Sutter, Executive Director/ -
Internal Audit Department

Subject: Revenue Vehicle Maintenance, Internal Audit Report No. 20-506

Overview

The Internal Audit Department of the Orange County Transportation Authority
has completed an audit of revenue vehicle maintenance. Based on the audit,
controls in place to ensure compliance with revenue vehicle maintenance
standards and related policy and procedures are generally adequate. One
recommendation was made to further enhance work order templates.

Recommendation

Direct staff to implement the recommendation provided in Revenue Vehicle
Maintenance, Internal Audit Report No. 20-506.

Background

The primary goals of the maintenance program include maintaining vehicles in
a state of good repair with a goal of no more than 15 percent of buses on hold
at any time, maximizing the miles between road calls with a 14,000-mile goal,
adhering to preventive maintenance service intervals with a 100 percent on-time
goal, and maximizing vehicle useful life with a minimum 18-year life goal.

Buses are scheduled for a series of eight preventive maintenance
inspections (PMI) at intervals of 6,000 miles. Inspections are considered to be
on-time if they are completed within ten percent of 6,000 mile goal. The job
templates for inspections are created and maintained by maintenance staff.

Mileage is tracked in the Fleetwatch fluid management system, and the HASTUS
system is used for scheduling of buses each day. Daytime maintenance
supervisors run Fleetwatch and HASTUS reports to identify buses due for
inspection, and then project total miles as of the end of the day. Based on the

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Revenue Vehicle Maintenance, Internal Audit Report No. 20-506 Page 2

projected miles and anticipated manpower, the maintenance supervisors decide
which PMIs to schedule for the next day. The maintenance supervisors then
create and print out work orders in the Ellipse system for all work associated
with the PMIs, including supplemental inspections. The graveyard shift
supervisors place buses on hold in the HASTUS system the day before planned
PMis. Typically, the PMI work orders are performed by the daytime shift
mechanics, and supplemental inspections are performed by the later shifts. The
supervisors review and sign all work orders.

Discussion

The maintenance work order templates did not include several preventive
maintenance tasks recommended by the manufacturer. Additionally, one of the
tasks has a mileage interval that differs from the manufacturer’s guidelines, and
various operating and leakage tests recommended by the manufacturer were
not specifically defined in the work orders. Internal Audit recommended that
management either incorporate these tasks into the work order templates or
document variances from the manufacturer guidelines with justification.
Management acknowledged the deviations from manufacturer guidelines but
indicated that the deviations are warranted and have not led to the deterioration
of assets or reduced performance. Management agreed with the
recommendation and indicated that the deviations identified in the audit, and any
future deviations, will be documented.

Summary

Internal Audit made one recommendation to further enhance work order
templates.

Attachment

A. Revenue Vehicle Maintenance, Internal Audit Report No. 20-506
Prepared by: Approved by:

Berena K. Ny

Serena Ng Jhn Sutter

Senior Manager, Internal Audit Executive Director, Internal Audit

714-560-5938 714-560-5591
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Conclusion

The Internal Audit Department (Internal Audit) of the Orange County Transportation
Authority (OCTA) has completed an audit of revenue vehicle maintenance. Based on the
audit, internal controls in place to ensure compliance with revenue vehicle maintenance
standards and OCTA policy and procedures for preventive maintenance inspection (PMI)
activities are generally adequate; however, one recommendation was made to further
enhance work order templates.

Background

Maintenance Program

The primary goals of the maintenance program include maintaining vehicles in a state of
good repair with a goal of no more than 15 percent of buses on hold, maximizing the miles
between road calls (MBRC) with a 14,000-mile goal, adhering to preventive maintenance
service intervals with a 100 percent on-time goal, and maximizing vehicle useful life with
a minimum 18-year life goal. Other goals include maintaining vehicles in a safe operating
condition and their interior and exterior appearance, maintaining accurate vehicle service
histories, minimizing the loss of accessibility due to equipment failure, and administering
equipment warranty recovery programs.

Preventive Maintenance

Buses are scheduled for a series of eight PMI’s at intervals of 6,000 miles. Inspections
are considered to be on-time if they are completed within 10 percent of 6,000 miles. The
job templates for inspections are created and maintained by Maintenance Resource
Management (MRM), based on instructions/specifications provided by the Transit
Technical Services (TTS) section.

Mileage is tracked in the Fleetwatch fluid management system, and the HASTUS system
is used for scheduling of buses each day. Daytime maintenance supervisors run
Fleetwatch and HASTUS reports to identify buses due for inspection and then project
total miles as of the end of the day. Based on the projected miles and anticipated
manpower, the maintenance supervisors decide which PMI’s to schedule for the next day.
The maintenance supervisors then create and print out work orders in the Ellipse system
for all the work associated with the PMI’s, including supplemental inspections. The
graveyard shift supervisors will place buses on hold in the HASTUS system. Typically,
the PMI work orders are performed by the daytime shift mechanics, and supplemental
inspections are performed by the later shifts. The supervisors sign all work orders.
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Mid-Life Program

The Revenue Vehicle Maintenance Plan Policy (Policy) identifies a mid-life program that
serves to ensure that the major mechanical components are replaced prior to failure. The
Policy spells out engine replacements and overhauls, transmission replacements, and
differential overhauls, as part of the program; however, based on discussions, engine in-
frame overhauls and differential overhauls are performed on an as-fail basis and when
there are warning signs, respectively.

Road Calls

In a road call, the coach operator calls Central Communications to report a problem with
the bus. The calls are logged in the Intelligent Transit Management System (ITMS) and
reports are then run. Maintenance base management enters their determination of the
validity of the road calls and the work order numbers for related work. On a weekly basis,
MRM examines all road calls to confirm base management’s determination of validity;
based on review of work orders, the 30-day history of repeat issues, and whether there
were any part replacements.

Quality Assurance

Once a year, TTS performs mock California Highway Patrol (CHP) inspections at the
Santa Ana and Garden Grove bases. The inspections mirror CHP inspections, including
inspection of a sample of five in-service buses and review of maintenance records. TTS
emails inspection reports to maintenance management.

Compliance Monitoring

Monthly Maintenance Performance Key Indicator (MKI) reports that report on valid
mechanical MBRC, percent of buses on hold, PMI’s on-time, cost per mile-direct costs,
and cost per mile-total costs, are prepared by Financial Planning and Analysis staff. The
MKI reports are reviewed, approved, and then posted to the intranet. MBRC for
directly-operated fixed-route service (DOFR) is also reported in the quarterly Bus
Operations Performance Measurements Report (quarterly Operations report) that goes
to the Transit Committee and Board of Directors (Board).
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Objectives, Scope, and Methodology

The objectives were to evaluate the internal controls in place to ensure compliance with
revenue vehicle maintenance standards and to test compliance with policy and
procedures.

According to generally accepted government auditing standards, internal control is the
system of processes that an entity's oversight body, management, and other personnel
implement to provide reasonable assurance that the organization will achieve its
operational, reporting, and compliance objectives. The five components are control
environment, risk assessment, control activities, information and communication, and
monitoring.* The components and principles that were evaluated as part of this audit are:

¢ Risk Assessment
o OCTA specifies objectives with sufficient clarity to enable the identification and
assessment of risks relating to objectives.
o OCTA identifies risks to the achievement of its objectives across the entity and
analyzes risks as a basis for determining how the risks should be managed.
e Control Activities
o OCTA selects and develops control activities that contribute to the mitigation of
risks to the achievement of objectives to acceptable levels.
e Information and Communication
o OCTA internally communicates information, including objectives and
responsibilities for internal control, necessary to support the functioning of internal
control.
Monitoring
o OCTA selects, develops, and performs ongoing and/or separate evaluations to
ascertain whether the components of internal control are present and functioning.
o OCTA evaluates and communicates internal control deficiencies in a timely
manner to those parties responsible for taking corrective action, including senior
management and the Board, as appropriate.

The methodology consisted of testing OCTA’s PMI standards for compliance with OCTA
policy and the manufacturer’s preventive maintenance guidelines, testing a sample of
inspection work orders for compliance with policy and evidence of supervisory review,
testing the mid-life program for compliance with policy, assessing internal controls in
determining road call validity and testing a sample of road calls, testing TTS’ mock CHP
inspections for evidence of monitoring, and testing the monthly MKI reports and quarterly
Operations report for consistent communication to management and/or the Board.

1 See U.S. Government Accountability Office publication, "Standards for Internal Control in the Federal
Government," available at http://www.gao.gov/products/GAO-14-704G, for more information.
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The scope is limited to revenue vehicle maintenance for DOFR revenue vehicles. The
scope included review of manufacturer's preventive maintenance guidelines for the
New Flyer 5700 and 5800 series, review of evidence of the mid-life program for the
New Flyer buses that underwent the fiscal year 2017-18 engine repower, testing of all
TTS’s mock CHP inspections for the last two years, and testing of all MKI reports and
guarterly Operations reports posted in the last two years. The scope also included review
of 25 road calls selected with a bias towards mechanical road calls and road calls with
changes in validity determinations. For a judgmental sample of 25 buses selected to
ensure coverage across all bus series, Internal Audit reviewed the Ellipse history to
ensure that a full cycle of the eight PMI's was performed along with the supplemental
inspections, with testing of the work orders for all PMI’s performed in the last six months;
one supplemental inspection haphazardly selected; and one repair job haphazardly
selected, for evidence of supervisory review. Since the samples are non-statistical, any
conclusions are limited to the sample items tested.

We conducted this performance audit in accordance with Generally Sccepted
Government Auditing Standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on our audit
objectives.
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Audit Comment, Recommendation, and Management Response

Preventative Maintenance Work Orders Should be Enhanced to Include all
Manufacturer Guidelines or Variances Should be Documented

OCTA's maintenance work order templates did not include several preventive
maintenance tasks recommended by the manufacturer: inspection of air compressor
discharge lines for carbon buildup every 30,000 miles; replacement of air strainer every
36,000 miles; headlight aim inspection every year; changing of wheelchair ramp hydraulic
fluid every year; rebuilding of fire extinguishers every six years and hydrostatic testing
every 12 years; and certain component replacements at intervals of five years, six years,
and ten years. Additionally, the work order templates are set up to replace power steering
fluid every 48,000 miles, instead of the 36,000-mile interval recommended by the
manufacturer. Finally, various operating and leakage tests are recommended by the
manufacturer, but are not specifically defined in the work orders.

Recommendation 1:

Internal Audit recommends that management either incorporate these tasks into the work
order templates or document variances from the manufacturer guidelines with
justification.

Management Response:

The Maintenance Department (Maintenance) acknowledges that various work
order templates do not include certain preventive maintenance tasks
recommended by the manufacturer as outlined in the audit. Maintenance
believes that the deviation from the manufacturer recommendations is warranted
and has not led to the deterioration of assets or reduced performance.

Maintenance concurs with Internal Audit's recommendation to incorporate these tasks
into the work order templates or document variances from the manufacturer
recommendation with justification. Maintenance will apply the recommended
solution to the items outlined in the audit within the next six months and adopt
this procedure for all subsequent deviations going forward.
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Subject: Annual Update to Ifvestment Policy for 2020

Overview

The Treasurer is presenting the Orange County Transportation Authority’s
Investment Policy for 2020. The Investment Policy sets forth the investment
guidelines for all funds invested on and after June 10, 2020. As recommended
under California Government Code Section 53646(a)(2), the Orange County
Transportation Authority is submitting its Investment Policy to be reviewed at a
public meeting. Further, the governing body of a local agency has the
authorization to appoint, for a period of one year, a Treasurer to invest, reinvest,
purchase, exchange, sell, or manage public funds.

Recommendations
A.  Adopt the 2020 Investment Policy dated June 10, 2020.

B. Authorize the Treasurer to invest, reinvest, purchase, exchange, sell,
and manage Orange County Transportation Authority funds during
fiscal year 2020-21.

Background

The Investment Policy (Policy) sets forth the guidelines for all Orange County
Transportation Authority (OCTA) investments that must conform to California
Government Code (Code). The main objectives of the Policy continue to be the
preservation of capital, liquidity, diversification, and a market average rate of
return through economic cycles.

The Policy is reviewed and approved by the Board of Directors (Board) at least
annually. However, relevant changes to the Code may warrant amendments to
the Policy throughout the year.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)
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Discussion

The 2020 Policy is being submitted for review and adoption by the Board.
OCTA'’s four investment managers performed an objective evaluation of the
policy as it relates to effectiveness and risk. Based on their feedback, staff is
recommending changes be made to the policy.

Historically, OCTA’s Policy has been more conservative than the Code and,
despite the recommended changes, will remain more conservative than the
Code in most areas. While there was some sentiment among investment
managers to reduce minimum credit quality requirements for various security
types, as well as increase allocation limits, OCTA decided in light of the current
market environment that no changes would be made to the conservative
approach towards credit criteria and allocation limits. Staff is comfortable that the
current investment guidelines are a good match for the risk tolerance of OCTA,
while providing sufficient latitude for investment managers to navigate the
fixed-income market.

The primary recommended changes to the Policy, consisting of changes to
improve clarity, and align definitions and reporting requirements to the Code, can
be found in Attachment A. The attachment describes the current policy,
recommended change, rationale for the recommended change, and the source
of the recommended change.

A high-level summary of the recommended changes and the source of the
recommendations are as follows:

. Add language to clarify funds that are governed by their respective bond
indenture agreements (OCTA)

. Adjust language to match California Code Section 53607 regarding a
monthly report to the legislative body (OCTA)

o Increase Local Agency Investment Fund deposit limit from $65 million to

$75 million to align with the new limit set by the California State Treasurer
as of January 1, 2020 (investment managers)

The 2020 Policy can be found under Attachment B, and as reference a
black-line copy of the 2020 Policy (reflecting all proposed changes to the Code,
including minor adjustments), can be found under Attachment C.
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Next Steps

If the Board approves the 2020 Policy, a copy of the final Policy will be provided
to each portfolio manager. Each portfolio manager will be required to
acknowledge receipt and understanding of the Investment Policy changes.

Summary

California Government Code Section 53646(a)(2) recommends that local
agencies annually review their Investment Policy at a public meeting. The
Treasurer is submitting the Orange County Transportation Authority’s 2020
Investment Policy for approval by the Board of Directors. Further, the
Orange County Transportation Authority requests approval by the Board of
Directors, authorizing the Treasurer, for a period of one year, to invest, reinvest,
purchase, exchange, sell, and manage Orange County Transportation Authority
funds during fiscal year 2020-21.

Attachments

A. Primary Changes to Improve Clarity and Align Definitions and Reporting
Requirements to the Code

B. Orange County Transportation Authority 2020 Investment Policy
June 10, 2020

C. Black-Line Copy of Orange County Transportation Authority 2020
Investment Policy June 10, 2020

Prepared by: Approved by:

/,/\) / Rl \ '
=<"ale X W~ Vo4

Robert Davis Andrew Oftelie

Department Manager Chief Financial Officer,

Treasury/Public Finance Finance and Administration

714-560-5675 714-560-5649



Primary Changes to Improve Clarity and Align Definitions and Reporting Requirements to the Code

Section of Investment Page | Current Policy Recommendation Rationale Recommended
Policy By
Scope 1,3 | Limited language Add language to clarify funds that To clarify investments not OCTA
regarding funds are governed by their respective governed by the Investment
invested according bondindenture agreements Policy
to their respective
indenture.
Responsibilities 3 Language regarding | Adjust language to match California Code | Combine monthly and quarterly OCTA
monthly and section 53607 regarding a monthly report | processes into one concise and
quarterly reporting | to the legislative body detailed report to be provided to
the Finance and Administration
Committee and Board of Directors
on a monthly basis
Safekeeping and Custody 4 Limited language Add a section regarding Safekeeping and To provide the reader with Investment
regarding Custody of OCTA invested funds additional clarity regarding the Manager
safekeeping of operation of OCTA’s investment
invested funds program
U.S. Treasury Obligations 5 Investments are Separate the investment listing for U.S. To clarify specifics of each Investment
and Federal Agency or currently grouped Treasury Obligations and Federal Agency’s | separate investment type Manager and
U.S. Government together as “Federal | or U.S. Government Sponsored OCTA
Sponsored Enterprises Agencies and U.S. Enterprises to align with the Code
Government
Sponsored
Enterprises”
Municipal Debt 5 No specific language | Add language to clarify defeased bonds as | Allows flexibility since it is Investment
regarding defeased | eligible securities within the Municipal common for municipal bonds to Manager and
Municipal Debt Debt section be defeased throughout the life of OCTA
the bond
Local Agency Investment 7 Limits $65 million Increase LAIF deposit limit from $65 Allows additional investment Investment
Fund (LAIF) per account million to $75 million to align with new flexibility within pooled Manager

invested

limit set by the California State Treasurer
as of January 1, 2020

investments

Page 1 of 2
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Proposed Changes to Investment Policy

Investment Pools Language regarding | Add language clarifying Investment Pools To clarify governing document for Investment

Investment Pools are governed by their own Investment investment pools Manager
Policy for all pooled investments

Bank Deposits No language Add language referencing code To match code requirements and Investment
regarding requirements for bank deposits to be clarify collateralization Manager
collateralization of collateralized. requirements
bank deposits

Credit Rating Actions Limited language Add language to clarify investment To provide clarity and guidance of OCTA

regarding OCTA
reporting and
investment manager
requirements for
investments put on
credit watch or
downgraded

manager reporting responsibilities for
rating downgrades

expectations once OCTA securities
are put on credit watch or
downgraded

Page 2 of 2




ATTACHMENT B

Orange County Transportation Authority
2020 Investment Policy
June 10, 2020

1. PURPOSE

This Investment Policy sets forth the investment guidelines for all funds of the Orange County
Transportation Authority (OCTA) invested on and after June 10, 2020. The objective of this
Investment Policy is to ensure OCTA's funds are prudently invested to preserve capital, provide
necessary liquidity and to achieve a market-average rate of return through economic cycles.

Investments may only be made as authorized by this Investment Policy. The OCTA Investment
Policy conforms to the California Government Code (the Code) as well as customary standards
of prudent investment management. Irrespective of these policy provisions, should the
provisions of the Code be or become more restrictive than those contained herein, such
provisions will be considered immediately incorporated into the Investment Policy and adhered
to.

2. SCOPE

The policy applies to the investment of all funds, excluding the investment of employees’
retirement funds, separate trusts, and funds invested separately under Bond Indenture
Agreements (Bond Agreements). Bond Funds and Accounts (Bond Funds) shall be invested in
the securities permitted by the applicable Bond Agreements. If the Bond Agreements are silent
as to the permitted investments, the Bond Funds will be invested in the securities permitted by
this Policy. Notwithstanding the other provisions of this Policy, the percentage limitations listed
elsewhere in this Policy do not apply to Bond Funds.

3. INVESTMENT OBJECTIVES

The primary objectives, in priority order, of investment activities shall be:

a. Safety of Principal -- Safety of principal is the foremost objective of the OCTA. Each
investment transaction shall seek to ensure that capital losses are avoided, whether from
institutional default, broker-dealer default, or erosion of market value of the securities.

b. Liquidity -- It is important that the portfolio contain investments for which there is an active
secondary market, and which offer the flexibility to be easily sold at any time with minimal

risk of loss of either the principal or interest based upon then prevailing rates.

c. Total Return -- The OCTA's portfolio shall be designed to attain a market-average rate of
return through economic cycles.

d. Diversification — Finally, the OCTA shall diversify its portfolio(s) to avoid incurring
unreasonable market risks.



4. PRUDENCE

OCTA'’s Board of Directors or persons authorized to make investment decisions on behalf of
OCTA are trustees and fiduciaries subject to the prudent investor standard.

The standard of prudence to be used by investment officials shall be the "prudent investor”
standard as defined in the Code below and shall be applied in the context of managing an
overall portfolio. OCTA'’s investment professionals acting in accordance with written
procedures and the Investment Policy and exercising due diligence shall be relieved of
personal responsibility for an individual security's credit risk or market price changes, provided
deviations from expectations are reported in a timely fashion and appropriate action is taken to
control developments.

The Prudent Investor Standard: When investing, reinvesting, purchasing, acquiring,
exchanging, selling, or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including but not limited to, the general
economic conditions and the anticipated needs of OCTA, that a prudent person acting in a like
capacity and familiarity with those matters would use in the conduct of funds of a like character
and with like aims, to safeguard the principal and maintain the liquidity needs of the agency.

5. ETHICS AND CONFLICTS OF INTEREST

OCTA's officers and employees involved in the investment process shall not participate in
personal business activity that conflicts with the proper execution of OCTA’s investment
program, or which impairs their ability to make impartial investment decisions. OCTA's
investment professionals and Treasury/Public Finance Department employees are not
permitted to have any material financial interests in financial institutions that conduct business
with OCTA, and they are not permitted to have any personal financial/investment holdings that
have a material effect on the performance of OCTA's investments.

6. DELEGATION OF AUTHORITY

Authority to manage OCTA's investment program is derived from an order of the Board of
Directors. Management responsibility for the investment program is hereby delegated to
OCTA's Treasurer pursuant to Section 53607 of the Code. On an annual basis, the Board of
Directors is required to renew the authority of OCTA’s Treasurer to invest or reinvest OCTA
funds. The Treasurer is hereby authorized to delegate his authority as he determines to be
appropriate. No person may engage in an investment transaction except as provided under
the terms of this Investment Policy and the procedures established by the Treasurer. The
Treasurer shall be responsible for all actions undertaken and shall establish a system of
controls to regulate the activities of subordinate professionals.

The Treasurer shall develop administrative procedures and internal control, consistent with this
Investment Policy, for the operation of OCTA’s investment program. Such procedures shall be
designed to prevent losses of public funds arising from fraud, employee error,
misrepresentation by third parties, or imprudent actions by employees of OCTA.



7. RESPONSIBILITIES

The Finance and Administration Committee of the OCTA Board of Directors, subject to the
approval of the OCTA Board of Directors, is responsible for establishing the Investment Policy
and ensuring investments are made in compliance with this Investment Policy. This Investment
Policy shall be reviewed annually by the Board of Directors at a public meeting.

The Treasurer is responsible for making investments and for compliance with this policy
pursuant to the delegation of authority to invest funds or to sell or exchange securities. Pursuant
to Section 53607 of the Code, the Treasurer shall make a monthly report to the Board of
Directors. The OCTA provides a monthly report to the Finance and Administration Committee
and the Board of Directors in accordance with Section 53607 of the Code

The Treasurer is responsible for establishing a procedural manual for OCTA’s investment
program and for having an annual independent audit performed on OCTA's investments.

8. COMPLIANCE

The OCTA has provided each of its portfolio managers with a copy of this Investment Policy as
a part of their contract and expects its portfolio managers to invest each portfolio they manage
for OCTA in accordance with the provisions of the Investment Policy or the respective Bond
Agreements as applicable When diversification limits are exceeded by a portfolio manager,
the Treasurer will document the situation and include a write-up in the monthly Debt and
Investment Report to the Finance and Administration Committee and the Board of Directors.

The OCTA Treasurer is responsible for verifying each portfolio manager’s compliance as well
as OCTA'’s entire portfolio’s compliance with the provisions of the Investment Policy.

If OCTA’s Treasurer, in his sole discretion, finds that a portfolio manager has made an
investment that does not comply with the provisions of the Investment Policy, the Treasurer
shall immediately notify the portfolio manager of the compliance violation. At that point, the
portfolio manager is on probation for a period of one year. The second time a violation occurs
while the portfolio manager is on probation, the Finance and Administration Committee shall
review the error and may request that the portfolio manager responsible for the compliance
violation meet with the Chair of the Finance and Administration Committee and the Treasurer
as soon as practical at which time it will be decided whether the Board of Directors will be
notified of the violation.

If OCTA’s Treasurer finds that the portfolio manager has made a third investment while on
probation that does not comply with the provisions of the Investment Policy, the Treasurer shall
notify the Board of Directors of the compliance violations. OCTA may terminate services for
its convenience any time by providing at least 30 days written notice.

9. FINANCIAL BENCHMARKS

In order to establish a basis for evaluating investment results, the Authority uses two nationally
recognized fixed income security performance benchmarks to evaluate return on investments.



The ICE/BAML 1-3-year Treasury Index and the ICE/BAML 1-3 year AAA-A U.S. Corporate
and Government Index benchmarks are used for OCTA'’s short-term portfolios.

10. SAFEKEEPING AND CUSTODY

To protect against potential losses by collapse of individual securities dealers, all deliverable
securities owned by OCTA, including collateral on repurchase agreements, shall be held in
safekeeping by a third party bank trust department acting as agent for OCTA under the terms
of a custody agreement executed by the bank and by OCTA. All deliverable securities will be
received and delivered using standard delivery-versus-payment procedures.

11. PERMITTED INVESTMENTS

Maturity and Term

All investments, unless otherwise specified, are subject to a maximum stated term of five years.
Maturity shall mean the stated final maturity or the mandatory redemption date of the security,
or the unconditional put option date if the security contains such a provision. Term or tenure
shall mean the remaining time to maturity from the settlement date.

The Board of Directors must grant express written authority to make an investment or to
establish an investment program of a longer term no less than three months prior to the
investment

Eligible Instruments and Quality

OCTA policy is to invest only in high quality instruments as permitted by the Code, subject to
the limitations of this Investment Policy. If an eligible security already contained in the
Authority’s portfolio is subsequently placed on “Negative Credit Watch” (Credit Watch) by any
of the three Nationally Recognized Statistical Rating Organizations (NRSROs), then the
security will be handled under the provisions of Credit Rating Actions. Percentage holding limits
and credit quality minimums in this section are applicable at the time of purchase.

11-1. OCTA NOTES AND BONDS

Notes and bonds issued by OCTA, including notes and bonds payable solely out of the
revenues from a revenue-producing property owned, controlled, or operated by OCTA or
by a department, board, agency or authority of OCTA which may bear interest at a fixed or
floating rate.

11-2. U.S. TREASURY OBLIGATIONS

United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for which
the faith and credit of the United States are pledged for the payment of principal and interest.



11-3. FEDERAL AGENCY OR U.S. GOVERNMENT SPONSORED ENTERPRISES

Federal agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or the U.S. government sponsored enterprises.

11-4. MUNICIPAL DEBT
Such instruments defined as being issued by a local or state agency, including:

A. Registered state warrants or treasury notes or bonds of this state, including bonds
payable solely out of revenues from a revenue-producing property owned, controlled, or
operated by the state or by a department, board, agency, or authority of the state.

B. Bonds, notes, warrants, or other evidences of indebtedness of a local agency within this
state, including bonds payable solely out of revenues from a revenue-producing property
owned, controlled, or operated by the state or local agency or by a department, board,
agency or authority of the local agency.

C. Registered treasury notes or bonds of any of the other 49 states in addition to
California, including bonds payable solely out of the revenues from a revenue-
producing property owned, controlled, or operated by a state or by a department,
board, agency, or authority of any of the other 49 states, in addition to California.

D. Defeased state and local obligations (as defined in A,B, or C above) as long as the
obligations have been legally defeased with State and Local Government Series
(SLGS), U.S. Treasury, and U.S. Agency securities and such obligations mature or
otherwise terminate within five years of the date of purchase.

11-5. BANKERS ACCEPTANCES
Bankers’ acceptances otherwise known as bills of exchange or time drafts that are drawn
on and accepted by a commercial bank.

11-6. COMMERCIAL PAPER

The entity that issues commercial paper shall meet the following conditions:

A. be issued by corporations that have debt other than commercial paper, if any, that is
rated A-1 or its equivalent or higher by a NRSRO

B. be issued by corporations organized and operating within the United States and
having total assets in excess of five hundred million dollars ($500,000,000), and

C. may not purchase more than 10 percent of the outstanding paper of any single
issuer.



11-7. NEGOTIABLE CERTIFICATES OF DEPOSIT

Negotiable Certificates of Deposit issued by a nationally or state-chartered bank or state, a
savings association or a federal association (as defined by Section 5102 of the Financial
Code), a state or federally licensed or state licensed branch of a foreign bank.

11-8. REPURCHASE AGREEMENTS

Repurchase agreements collateralized by U.S. Treasuries or Agency securities as defined
in the Investment Policy with any registered broker-dealer subject to the Securities Investors
Protection Act or any commercial banks insured by the FDIC provided:

A. a Securities Industry and Financial Markets Association (SIFMA) master repurchase
agreement and a tri-party agreement, if applicable, representing a custodial
undertaking in connection with a master repurchase agreement, which governs the
transaction and has been signed by OCTA; and

B. the securities are held free and clear of any lien by OCTA's custodian or trustee or
an independent third party acting as agent "Agent" for the custodian or trustee, and
such third party is (i) a Federal Reserve Bank, or (ii) a bank which is a member of
the Federal Deposit Insurance Corporation and which has combined capital, surplus
and undivided profits of not less than $50 million and the custodian or trustee shall
have received written confirmation from such third party that it holds such securities,
free and clear of any lien, as agent for OCTA's custodian or trustee; and

C. a perfected first security interest under the Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et seq. or 31 C.F.R. 350.0 et seq. in such
securities is created for the benefit of OCTA's custodian or trustee and OCTA; and

D. the Agent provides OCTA's custodian or trustee and OCTA with valuation of the
collateral securities no less frequently than weekly and will liquidate the collateral
securities if any deficiency in the required 102 percent collateral percentage is not
restored within two business days of such valuation.

11-9. MEDIUM TERM NOTES

Medium term notes are defined as all corporate and depository institution debt securities
issued by corporations organized and operating within the United States or by depository
institutions licensed by the United States or any state and operating within the United
States.

11-10. MONEY MARKET MUTUAL FUNDS

Shares of beneficial interest issued by diversified management companies that are money
market funds registered with the Securities and Exchange Commission under the
Investment Company Act of 1940. Shares may not represent more than 10 percent of the
fund’s or pool’s asset and no more than 10% of the total portfolio may be invested in shares
of any one money market mutual fund.



11-11. MORTGAGE OR ASSET-BACKED SECURITIES

Any mortgage pass-through security, collateralized mortgage obligation, mortgage-backed
or other pay-through bond, equipment lease-backed certificate, consumer receivable pass-
through certificate, or consumer receivable-backed bond.

11-12. SUPRANATIONALS

US Dollar denominated senior unsecured unsubordinated obligations issued or
unconditionally guaranteed by the International Bank for Reconstruction and Development,
International Finance Corporation, or Inter-American Development Bank.

11-13. STATE OF CALIFORNIA LOCAL AGENCY INVESTMENT FUND (LAIF)

LAIF is a pooled fund managed by the State Treasurer referred to in Section 16429.1 of the
Code. All securities are purchased under the authority of the Code Section 16430 and
16480.4.

11-14. ORANGE COUNTY TREASURY INVESTMENT POOL (OCIP)

The OCIP is a pooled fund managed by the Orange County Treasurer and is comprised of
two funds, the Money Market Fund and Extended Fund. The Money Market Fund is
invested in cash equivalent securities. The Extended Fund is for cash requirements past
one year and is based on the Code Sections 53601 and 53635. These pools are based on
the investment requirements detailed in Government Code Sections 53600 et seq. and
53630 et seq.

11-15. INVESTMENT POOLS

Shares of beneficial interest issued by a joint powers authority organized pursuant to
Government Code Section 6509.7 that invests in the securities and obligations as
authorized under the pools investment policy and that comply with the investment
restrictions of Government Code Sections 53600 through 53610 and Section 53630.

11-16. VARIABLE AND FLOATING RATE SECURITIES

Variable and floating rate securities are restricted to investments in securities with a final
maturity of not to exceed five years as described above, must utilize traditional money
market reset indices such as U. S. Treasury bills, Federal Funds, commercial paper or
LIBOR (London Interbank Offered Rate) or SOFR (Secured Overnight Financing Rate), and
must meet all minimum credit requirements previously detailed in the Investment Policy.
Investments in floating rate securities whose reset is calculated using more than one of the
above indices are not permitted, i.e. dual index notes.

11-17. BANK DEPOSITS

Bank deposits in California banks which have a minimum short-term rating of A-1, or its
equivalent or higher, by a NRSRO. Bank deposits are required to be collateralized as



specified under Government Code section 53630. The Treasurer shall draft and execute a
contract describing provisions for bank deposits.

11-18. DERIVATIVES

Derivatives are to be used as a tool for bonafide hedging investments only where deemed
appropriate. Derivatives shall not be used for the purpose of interest rate speculation.

Derivative products in any of the eligible investment categories listed above may be
permitted. The Treasurer has the sole responsibility for determining which prospective
investments are derivatives. Each prospective investment in a derivative product must be
documented by the Treasurer as to the purpose and specific financial risk being hedged.
Each such investment must be approved by the Finance and Administration Committee
prior to entering into such investment.

No investments shall be permitted that have the possibility of returning a zero or negative
yield if held to maturity. In addition, the investment in inverse floaters, range notes, strips
derived from mortgage obligations, step-up notes and dual index notes are not permitted
investments.

Credit Rating Actions

Rating criteria will apply at the time of purchase of a security and monitored for changes while
retained within OCTA’s portfolio. A security whose credit rating has been placed on Credit
Watch, or whose credit rating has been downgraded (including downgrades resulting in the
rating falling below the minimum credit rating requirements) subsequent to the time of
purchase, is not a violation of OCTA’s Investment Policy.

Investment Managers are to notify OCTA (the Director of Finance and Administration, the
Department Manager for Treasury and Public Finance, and the Department Analyst) regarding
any security whose credit rating has been placed on Credit Watch or downgraded. The notice
shall include a risk assessment based on OCTA’s Investment Objectives, and a
recommendation to retain or sell the security. The security shall be immediately reviewed by
the Treasurer for action. The decision to retain the security, sell the security, or other action
shall be approved by the Treasurer.

The Authority will notify the Board through its monthly reporting practices of all securities placed
on Credit Watch or downgraded during the reporting period. Securities whose credit rating falls
below the minimum requirements, will be noticed in the monthly debt and investment reports
until the security is sold or meets the minimum credit rating requirements.

Diversification and Maturity Restrictions

Diversification and maturity restrictions ensure the portfolio is not unduly concentrated in the
securities of one type, industry, entity, or specific maturity thereby assuring adequate portfolio
liquidity should one sector or company experience difficulties.

Outside portfolio managers must review the portfolios they manage to ensure compliance with
OCTA's diversification guidelines on an ongoing basis.
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AUTHORIZED INVESTMENTS, ISSUER CONCENTRATION & MATURITY RESTRICTIONS

CA Code CA Code CA Code Minimum OCTA .
) . . : OCTA Code Minimum
Type of Investment Maximum |[Maximum % of Quality Maximum % of Quality Requirements
Maturity Portfolio Requirements Portfolio* yReq
OCTA Notes and Bonds 5 Years 100% None 25% Same as CA Code
U.S. Treasury Obligations | 5 Years 100% None Same as CA Code Same as CA Code
Federal Agencys or U.S.
Government Sponsored 5 Years 100% None Same as CA Code Same as CA Code
Enterprises
30% total, no more |"A" rating category or "A-
Municipal Debt 5 Years 100% None than 5% by any one | 1" rated, or its equivalent
issuer or higher, by an NRSRO
40%, 30% of a 30%, no more than “A-L" rated, or its
Bankers Acceptances 180 Days . . None . . equivalent or higher, by 2
single issuer 5% any single issuer
NRSROs
. 25%. 10% of a A—l rated, or its _ A-1 rated_, orits
Commercial Paper 270 Days sinale issuer equivalent or higher by | Same as CA Code |equivalent or higher, by 2
g an NRSRO NRSROSs
. - 30%, no more than |"A" rating category or "A-
g:gggible Certificates of 5 Years 30% None 5% inany single | 1" rated, or its equivalent
P issuer or higher, by 2 NRSROs
"A" rating category or "A-
Repurchase Agreements 1 Year 100% None 25% 1"rated, or its equivalent
or higher, by 2 NRSROs
. . "A" rating category, or | 30% total, no more
Medium Term Maturity 5 Years 30% its equivalent or higher, | than 5% in any one Same as CA Code
Notes .
by an NRSRO issuer
Monev Market/Mutual 20%, 10% of "AAA" rated, or its 20%, 10% of fund's
Fun dsy N/A any one mutual equivalent, by 2 assets, 10% of any Same as CA Code
fund NRSROs one mutual fund
20%, no more than
Mortgage Pass-Through "AA" rating category, or 10% in Asset-
and Asset-backed 5 Years 20% its equivalent or higher, | backed Securities, Same as CA Code
Securities by an NRSRO no more than 5% in
any single issuer
"AA" rating category, or| 20%, no more than
Supranationals 5 Years 30% its equivalent or higher, | 10% in any single Same as CA Code
by an NRSRO issuer
Local Agency Investment N/A $75 million per None $75 million per Same as CA Code
Fund (LAIF)** account account
Orange County Investment N/A 100% None 10% Same as CA Code
Pool (OCIP)
Joint Powers Authority N/A 100% None 10% same as CA Code
(JPA) Investment Pools

* Additional portfolio restrictions include bank deposits (5%) and variable and floating rate securities (30%)
** Current deposit limits for LAIF regular accounts are set by the State Treasurer



Issuer/Counter-Party Diversification Guidelines for All Securities Except U.S. Treasuries
and U.S. Government Agency Securities

Unless otherwise specified in this policy, any one corporation, bank, local agency, special
purpose vehicle or other corporate issuer name for one or more series of securities shall not
exceed 5% of the portfolio.

Issuer/Counter-Party Diversification Guidelines for OCTA’s Debt

The Authority can purchase all or a portion of the Orange County Transportation Authority’s
debt, including notes and bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by OCTA or by a department, board, agency or
authority of OCTA which may bear interest at a fixed or floating rate, providing the purchase
does not exceed 25% of the Maximum Portfolio.

12. SECURITIES SAFE KEEPING

All deliverable security transactions, including collateral for repurchase agreements, entered
into by OCTA shall be conducted on a delivery-versus-payment basis. Deliverable securities
shall be held by a third-party custodian designated by the Treasurer, evidenced by safe keeping
receipts and in compliance with Code Section 53608.

13. BROKER DEALERS

The Treasurer, and investment professionals authorized by the Treasurer, may buy securities
from a list of broker dealers and financial institutions that will be periodically reviewed.

Outside portfolio managers must certify that they will purchase securities from broker/dealers
(other than themselves) or financial institutions in compliance with this Investment Policy.

14. INVESTMENT POLICY REVIEW

This Investment Policy shall be reviewed annually by the Finance and Administration
Committee of the OCTA Board of Directors to ensure its consistency with the overall objectives
of preservation of principal, liquidity, yield and diversification and its relevance to current law
and economic trends.

15. DEFINITION OF TERMS

ACCRUED INTEREST: The amount of interest that is earned but unpaid since the last interest
payment date.

AGENCY SECURITIES: (See U.S. Government Agency Securities)
ASK PRICE: (Offer Price) The price at which securities are offered from a seller.

ASSET BACKED SECURITIES (ABS): Securities collateralized or backed by receivables
such as automobile loans and credit card receivables. The assets are transferred or sold by
the company to a Special Purpose Vehicle and held in trust. The SPV or trust will issue debt
collateralized by the receivables.
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BANKERS ACCEPTANCES (BAs): Time drafts which a bank "accepts" as its financial
responsibility as part of a trade finance process. These short-term notes are sold at a discount
and are obligations of the drawer (the bank's trade finance client) as well as the bank. Once
accepted, the bank is irrevocably obligated to pay the BA upon maturity if the drawer does not.

BASIS POINT: When a yield is expressed as X.YZ%, the YZ digits to the right of the decimal
point are known as basis points. One basis point equals 1/100 of one percent. Basis points
are used more often to describe changes in yields on bonds, notes and other fixed-income
securities.

BID PRICE: The price at which a buyer offers to buy a security.

BOOK ENTRY: The system, maintained by the Federal Reserve, by which most securities are
"delivered" to an investor's custodian bank. The Federal Reserve maintains an electronic
record of the ownership of these securities and records any changes in ownership
corresponding to payments made over the Federal Reserve wire (delivery versus payment).
These securities do not receive physical certificates.

BOOK VALUE: The original cost of the investment.

CALLABLE BONDS: A bond issue which all or part of its outstanding principal amount may
be redeemed before maturity by the issuer under specified conditions.

CAPITAL GAIN/LOSS: The profit or loss realized from the sale of a security.

CERTIFICATES OF DEPOSIT (NEGOTIABLE CDs): A negotiable (marketable or
transferable) receipt for a time deposit at a bank or other financial institution for a fixed time
and interest rate.

COLLATERAL: Securities or cash pledged by a borrower to secure repayment of a loan or
repurchase agreement. Also, securities pledged by a financial institution to secure deposits in
an Investment Agreement.

COMMERCIAL PAPER (CP): Unsecured promissory notes issued by companies and
government entities usually at a discount. Commercial paper is negotiable, although it is
typically held to maturity.

COUPON: The annual rate of interest received by an investor from the issuer of certain types
of fixed-income securities. Also known as “interest rate.”

CURRENT YIELD: The annual income from an investment divided by the current market
value. Since the mathematical calculation relies on the current market value rather than the
investor's cost, current yield is unrelated to the actual return the investor will earn if the security
is held to maturity.

CUSTODIAN: A bank or other financial institution that keeps custody of assets in the name of
the depositor.
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DELIVERY VERSUS PAYMENT (DVP): Delivery of securities with a simultaneous exchange
of money for the securities.

DERIVATIVE SECURITY: Financial instrument created from, or whose value depends upon,
one or more underlying assets or indexes of asset values.

DISCOUNT: The difference between the par value of a bond and the cost of the bond, when
the cost is below par. Some short-term securities, such as Treasury bills and bankers’
acceptances, are known as discount securities. They sell at a discount from par and return the
par value to the investor at maturity without additional interest. Other securities, which have
fixed coupons, trade at a discount when the coupon rate is lower than the current market rate
for securities of that maturity and/or quality.

DIVERSIFICATION: An investment principal designed to spread the risk in a portfolio by
dividing investments by sector, maturity and quality rating.

DOLLAR-WEIGHTED AVERAGE MATURITY: A calculation that expresses the "average
maturity” of an investment portfolio using each investment's maturity weighted by the size or
book-value of that investment.

DURATION: A measure of the timing of cash flows, such as the interest payments and
principal repayment, to be received from a given fixed-income security.

FEDERAL FUNDS RATE: Interest rate at which banks lend federal funds to each other.

FEDERAL OPEN MARKET COMMITTEE (FOMC): A committee within the Federal Reserve
System that makes short-term monetary policy for the Fed. The committee decides either to
sell securities to reduce the money supply, or to buy government securities to increase the
money supply. Decisions made at FOMC meetings will cause interest rates to either rise or
fall.

FEDERAL RESERVE SYSTEM: A U.S. centralized banking system which has supervisory
powers over the 2 Federal Reserve banks and about 3,000-member banks.

FITCH Ratings referred to as Fitch: (See Nationally Recognized Statistical Rating
Organizations)

INTEREST: The amount earned while owning a debt security, generally calculated as a
percentage of the principal amount.

INTEREST RATE RISK: The risk associated with declines or rises in interest rates, which
causes the market price of a fixed-income security to increase or decrease in value.

LIQUIDITY: The speed and ease with which an investment can be converted to cash.

MARK-TO-MARKET: The process by where the value of a security is adjusted to reflect
current market conditions.

MARKET RISK: The risk that the value of a security will rise or decline as a result in changes
in market conditions.
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MARKET VALUE: The current market price of a security.

MATURITY: The date that the principal or stated value of an investment becomes due and
payable.

MEDIUM TERM MATURITY CORPORATE SECURITIES: Notes issued by corporations
organized and operating within the United States or by depository institutions licensed by the
United States or any state and operating within the United States.

MONEY MARKET: The market in which short-term debt instruments (Treasury bills, discount
notes, commercial paper, bankers’ acceptances, etc.) are issued and traded.

MONEY MARKET MUTUAL FUNDS: An investment company that pools money from
investors and invest in a variety of short-term money market instruments.

MOODY'S INVESTORS SERVICE, INC. referred to as Moody’s: (See Nationally Recognized
Statistical Rating Organizations)

MORTGAGE-BACKED SECURITY: A debt instrument with a pool of real estate loans as the
underlying collateral. The mortgage payments of the individual real estate assets are used to
pay interest and principal on the bonds.

MUNICIPAL DEBT: Issued by public entities to meet capital needs.

NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATIONS (NRSRO’s): Firms
that review the creditworthiness of the issuers of debt securities, and express their opinion in
the form of letter ratings (e.g. AAA, AA, A, BBB, etc.) The primary rating agencies include
Standard & Poor's Global Ratings; Moody's Investor Services, Inc., Fitch Ratings and Kroll
Bond Rating Agency, Inc.

NEGOTIABLE CD: (See Certificates of Deposit)

NET ASSET VALUE (NAV): The market value of one share of an investment company, such
as a mutual fund. This figure is calculated by totaling the fund’s assets which includes
securities, cash and accrued earnings, then subtracting this from the fund’s liabilities and
dividing by the total number of shares outstanding. This is calculated once a day based on the
closing price for each security in the fund’s portfolio.

NON-CALLABLE: Bond that is exempt from any kind of redemption for a stated time period.
OCTA BONDS: Bonds, notes, warrants, or other evidences of indebtedness.

OFFER PRICE: An indicated price at which market participants are willing to sell a security.

PAR VALUE: The amount of principal that must be paid at maturity. Also referred to as the
face amount of a bond, normally quoted in $1,000 increments per bond.
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PHYSICAL DELIVERY: The delivery of an investment to a custodian bank in the form of a
certificate and/or supporting documents evidencing the investment (as opposed to "book entry"
delivery).

PORTFOLIO: A group of securities held by an investor.
PREMIUM: The amount by which the price paid for a security exceeds the security’s par value.

PRIME RATE: A preferred interest rate charged by commercial banks to their most
creditworthy customers.

PRINCIPAL: The face value or par value of an investment.
PURCHASE DATE: See (Trade Date)

REINVESTMENT RISK: The risk that coupon payments (or other payments received) cannot
be reinvested at the same rate as the initial investment.

REPURCHASE AGREEMENTS (REPOS): A purchase of securities under a simultaneous
agreement to sell these securities back at a fixed price on some future date. This isin essence
a collateralized investment, with the difference between the purchase price and sales price
determining the earnings.

SAFEKEEPING: Holding of assets (e.g. securities) by a financial institution.

SECURITES & EXCHANCE COMMISSION (SEC): The federal agency responsible for
supervising and regulating the securities industry.

SETTLEMENT DATE: The date on which the purchase or sale of securities is executed. For
example, in a purchase transaction, the day securities are physically delivered or wired to the
buyer in exchange for cash is the settlement date.

SPECIAL PURPOSE VEHICLE (SPV): A trust or similar structure created specifically to
purchase securities and reprofile cash flows and/or credit risk. Mortgage or Asset-backed
securities may be issued out of the SPV and secured by the collateral transferred from the
corporation.

STANDARD & POOR'S GLOBAL RATINGS referred to as Standard and Poor’'s or S & P:
(See Nationally Recognized Statistical Rating Organizations)

SUPRANATIONAL: A supranational is a multi-national organization whereby member states
transcend national boundaries or interests to share in the decision making to promote economic
development in member countries.

THIRD-PARTY CUSTODIAL AGREEMENT: (See Custodian)

TOTAL RETURN: The sum of all investment income plus changes in the capital value of the
portfolio.
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TRADE DATE: The date and time corresponding to an investor's commitment to buy or sell a
security.

U.S. GOVERNMENT AGENCY SECURITIES or FEDERAL AGENCIES: U.S. Government
related organizations, the largest of which are government financial intermediaries assisting
specific credit markets (housing, agriculture).

U.S. TREASURY OBLIGATIONS: Securities issued by the U.S. Treasury and backed by the
full faith and credit of the United States. The Treasury issues both discounted securities and
fixed coupon notes and bonds.

Treasury bills: non-interest-bearing discount securities of the U.S. Treasury with
maturities under one year.

Treasury notes: interest-bearing obligations of the U.S. Treasury with maturities
ranging from two to ten years from the date of issue.

Treasury bond: interest-bearing obligations issued by the U.S. Treasury with maturities
ranging from ten to thirty years from the date of issue.

Treasury STRIPS: U.S. Treasury securities that have been separated into their
component parts of principal and interest payments and recorded as such in the Federal
Reserve book entry record-keeping system.

Treasury TIPS: U.S. Treasury securities whose principal increases at the same rate as
the Consumer Price Index. The interest payment is then calculated from the inflated
principal and repaid at maturity.

VARIABLE AND FLOATING RATE SECURITIES: Variable and floating rate securities are
appropriate investments when used to enhance yield and reduce risk. They should have the
same stability, liquidity and quality as traditional money market securities.

VOLATILITY: The degree of fluctuation in the price and valuation of securities.

YIELD: The current rate of return on an investment security generally expressed as a
percentage of the securities current price.

ZERO COUPON SECURITIES: Security that is issued at a discount and makes no periodic

interest payments. The rate of return consists of a gradual accretion of the principal of the
security and is payable at par upon maturity.
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ATTACHMENT C

Orange County Transportation Authority
202049 Investment Policy
June 10, 202019

1. PURPOSE

This Investment Policy sets forth the investment guidelines for all funds of the Orange County
Transportation Authority (OCTA) invested on and after June 10, 202019. The objective of this
Investment Policy is to ensure OCTA's funds are prudently invested to preserve capital, provide
necessary liquidity and to achieve a market-average rate of return through economic cycles.

Investments may only be made as authorized by this Investment Policy. The OCTA Investment
Policy conforms to the California Government Code (the Code) as well as customary standards
of prudent investment management. Irrespective of these policy provisions, should the
provisions of the Code be or become more restrictive than those contained herein, such
provisions will be considered immediately incorporated into the Investment Policy and adhered
to.

2. SCOPE

The policy applies to the investment of all funds, excluding the investment of employees’
retirement funds, separate trusts, and funds —invested separately under Bond Indenture
Agreements (Bond Agreements). Bond Funds and Accountspreceeds (Bond Funds) shall be
invested in the securities permitted by the applicable Bbond decumentsAgreements. If the
bBond decuments-Agreements are silent as to the permitted investments, the Bbond proceeds
Funds will be invested in the securities permitted by this Policy. Notwithstanding the other
provisions of this Policy, the percentage limitations listed elsewhere in this Policy do not apply

to boend-proceedsBond Funds.
3. INVESTMENT OBJECTIVES

The primary objectives, in priority order, of investment activities shall be:

a. Safety of Principal -- Safety of principal is the foremost objective of the OCTA. Each
investment transaction shall seek to ensure that capital losses are avoided, whether from
institutional default, broker-dealer default, or erosion of market value of the securities.

b. Liquidity -- It is important that the portfolio contain investments for which there is an active
secondary market, and which offer the flexibility to be easily sold at any time with minimal
risk of loss of either the principal or interest based upon then prevailing rates.

c. Total Return -- The OCTA's portfolio shall be designed to attain a market-average rate of
return through economic cycles.

d. Diversification — Finally, the OCTA shall diversify its portfolio(s) to avoid incurring
unreasonable market risks.



4. PRUDENCE

OCTA'’s Board of Directors or persons authorized to make investment decisions on behalf of
OCTA are trustees and fiduciaries subject to the prudent investor standard.

The standard of prudence to be used by investment officials shall be the "prudent investor”
standard as defined in the Code below and shall be applied in the context of managing an
overall portfolio. OCTA'’s investment professionals acting in accordance with written
procedures and the Investment Policy and exercising due diligence shall be relieved of
personal responsibility for an individual security's credit risk or market price changes, provided
deviations from expectations are reported in a timely fashion and appropriate action is taken to
control developments.

The Prudent Investor Standard: When investing, reinvesting, purchasing, acquiring,
exchanging, selling, or managing public funds, a trustee shall act with care, skill, prudence, and
diligence under the circumstances then prevailing, including but not limited to, the general
economic conditions and the anticipated needs of OCTA, that a prudent person acting in a like
capacity and familiarity with those matters would use in the conduct of funds of a like character
and with like aims, to safeguard the principal and maintain the liquidity needs of the agency.

5. ETHICS AND CONFLICTS OF INTEREST

OCTA's officers and employees involved in the investment process shall not participate in
personal business activity that conflicts with the proper execution of OCTA’s investment
program, or which impairs their ability to make impartial investment decisions. OCTA's
investment professionals and Treasury/Public Finance Department employees are not
permitted to have any material financial interests in financial institutions that conduct business
with OCTA, and they are not permitted to have any personal financial/investment holdings that
have a material effect on the performance of OCTA's investments.

6. DELEGATION OF AUTHORITY

Authority to manage OCTA's investment program is derived from an order of the Board of
Directors. Management responsibility for the investment program is hereby delegated to
OCTA's Treasurer pursuant to Section 53607 of the Code. On an annual basis, the Board of
Directors is required to renew the authority of OCTA’s Treasurer to invest or reinvest OCTA
funds. The Treasurer is hereby authorized to delegate his authority as he determines to be
appropriate. No person may engage in an investment transaction except as provided under
the terms of this Investment Policy and the procedures established by the Treasurer. The
Treasurer shall be responsible for all actions undertaken and shall establish a system of
controls to regulate the activities of subordinate professionals.

The Treasurer shall develop administrative procedures and internal control, consistent with this
Investment Policy, for the operation of OCTA’s investment program. Such procedures shall be
designed to prevent losses of public funds arising from fraud, employee error,
misrepresentation by third parties, or imprudent actions by employees of OCTA.



7. RESPONSIBILITIES

The Finance and Administration Committee of the OCTA Board of Directors, subject to the
approval of the OCTA Board of Directors, is responsible for establishing the Investment Policy
and ensuring investments are made in compliance with this Investment Policy. This Investment
Policy shall be reviewed annually by the Board of Directors at a public meeting.

The Treasurer is responsible for making investments and for compliance with this policy
pursuant to the delegation of authority to invest funds or to sell or exchange securities. Pursuant
to Section 53607 of the Code, Fthe Treasurer shall make a monthly report to the Board of
Directors. PerSection 53607 ofthe Code-The OCTA provides a monthly report to the Finance
and Administration Committee and the Board of Directors in accordance with Section 53607 of

the Code—eer—seeHen—S%é@?—e#the

The Treasurer is responsible for establishing a procedural manual for OCTA’s investment
program and for having an annual independent audit performed on OCTA's investments.

8. COMPLIANCE

The OCTA has provided each of its portfolio managers with a copy of this Investment Policy as
a part of their contract and expects its portfolio managers to invest each portfolio they manage
for OCTA in accordance with the provisions of the Investment Pollcy or the respective Bond
mdentutceAqreements as appllcable. Howy

situation and include a write-up in_the monthly Debt and Investment Report repoert-—the

cireumstaneces-to the Finance and Administration Committee menthly-and inelude-a-write-up-in
the-gquarterlyBebtand-tnrvestment report-to-the Board of Directors.

The OCTA Treasurer is responsible for verifying each portfolio manager’'s compliance as well
as OCTA'’s entire portfolio’s compliance with the provisions of the Investment Policy.

If OCTA’s Treasurer, in his sole discretion, finds that a portfolio manager has made an
investment that does not comply with the provisions of the Investment Policy, the Treasurer
shall immediately notify the portfolio manager of the compliance violation. At that point, the
portfolio manager is on probation for a period of one year. The second time a violation occurs
while the portfolio manager is on probation, the Finance and Administration Committee shall
review the error and may request that the portfolio manager responsible for the compliance
violation meet with the Chair of the Finance and Administration Committee and the Treasurer



as soon as practical at which time it will be decided whether the Board of Directors will be
notified of the violation.

If OCTA’s Treasurer finds that the portfolio manager has made a third investment while on
probation that does not comply with the provisions of the Investment Policy, the Treasurer shall
notify the Board of Directors of the compliance violations. OCTA may terminate services for
its convenience any time by providing at least 30 days written notice.

9. FINANCIAL BENCHMARKS

In order to establish a basis for evaluating investment results, the Authority uses two feur
nationally recognized fixed income security performance benchmarks to evaluate return on
investments. The ICE/BAML 1-3-year Treasury Index and the ICE/BAML 1-3 year AAA-A U.S.
Corporate and Government Index benchmarks are used for OCTA’s short-term portfolios.;-the

10. SAFEKEEPING AND CUSTODY

To protect against potential losses by collapse of individual securities dealers, all deliverable
securities owned by OCTA, including collateral on repurchase agreements, shall be held in
safekeeping by a third party bank trust department acting as agent for OCTA under the terms
of a custody agreement executed by the bank and by OCTA. All deliverable securities will be
received and delivered using standard delivery-versus-payment procedures.

110. PERMITTED INVESTMENTS

Maturity and Term

All investments, unless otherwise specified, are subject to a maximum stated term of five years.
Maturity shall mean the stated final maturity or the mandatory redemption date of the security,
or the unconditional put option date if the security contains such a provision. Term or tenure
shall mean the remaining time to maturity from the settlement date.

The Board of Directors must grant express written authority to make an investment or to
establish an investment program of a longer term no less than three months prior to the
investment

Eligible Instruments and Quality

OCTA policy is to invest only in high quality instruments as permitted by the Code, subject to
the limitations of this Investment Policy. If an eligible security already contained in the
Authority’s portfolio is subsequently placed on “Negative Credit Watch” (Credit Watch) by any
of the three Nationally Recognized Statistical Rating Organizations (NRSROs), then the
security will be handled under the provisions of Credit Rating ActionsBewngrades. Percentage
holding limits and credit quality minimums in this section are applicable at the time of purchase.




11-1. OCTA NOTES AND BONDS

Notes and bonds issued by OCTA, including notes and bonds payable solely out of the
revenues from a revenue-producing property owned, controlled, or operated by OCTA or
by a department, board, agency or authority of OCTA which may bear interest at a fixed or
floating rate.

11-2. U.S._TREASURY OBLIGATIONS,—FEDERAL-AGENCIES-AND-U-S-GOVERNMENT-
SPONSOREBDENTERPRISES

United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for which
the faith and credit of the United States are pledged for the payment of principal and interest.

11-3. FEDERAL AGENCY OR U.S. GOVERNMENT SPONSORED ENTERPRISES

Federal agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to
principal and interest by federal agencies or the U.S. government sponsored enterprises.

11-43. MUNICIPAL DEBT
Such instruments defined as being issued by a local or state agency, including:

A. Registered state warrants or treasury notes or bonds of this state, including bonds
payable solely out of revenues from a revenue-producing property owned, controlled, or
operated by the state or by a department, board, agency, or authority of the state.

B. Bonds, notes, warrants, or other evidences of indebtedness of a local agency within this
state, including bonds payable solely out of revenues from a revenue-producing property
owned, controlled, or operated by the state or local agency or by a department, board,
agency or authority of the local agency.

@]

C. Reqgistered treasury notes or bonds of any of the other 49 states in addition to
California, including bonds payable solely out of the revenues from a revenue-
producing property owned, controlled, or operated by a state or by a department,
board, agency, or authority of any of the other 49 states, in addition to California.

C:D. Defeased state and local obligations (as defined in A,B, or C above) as long as the
obligations have been legally defeased with State and Local Government Series
(SLGS), U.S. Treasury, and U.S. Agency securities and such obligations mature or
otherwise terminate within five years of the date of purchase.

11-54. BANKERS ACCEPTANCES

Bankers’ acceptances otherwise known as bills of exchange or time drafts that are drawn
on and accepted by a commercial bank.



11-65. COMMERCIAL PAPER

The entity that issues commercial paper shall meet the following conditions:

AB. be issued by corporations that have debt other than commercial paper, if any,
that is rated A-1 or its equivalent or higher by a NRSRO

BE. be issued by corporations organized and operating within the United States and
having total assets in excess of five hundred million dollars ($500,000,000), and

C. ————bB-—may not purchase more than 10 percent of the outstanding paper of any
single issuer.

11-76. NEGOTIABLE CERTIFICATES OF DEPOSIT
Negotiable Certificates of Deposit issued by a nationally or state-chartered bank or state, a
savings association or a federal association (as defined by Section 5102 of the Financial
Code), a state or federally licensed or state licensed branch of a foreign bank.

11-87. REPURCHASE AGREEMENTS
Repurchase agreements collateralized by U.S. Treasuries or Agency securities as defined
in the Investment Policy with any registered broker-dealer subject to the Securities Investors
Protection Act or any commercial banks insured by the FDIC provided:

A. a Securities Industry and Financial Markets Association (SIFMA) master repurchase
agreement and a tri-party agreement, if applicable, representing a custodial
undertaking in connection with a master repurchase agreement, which governs the
transaction and has been signed by OCTA,; and

B. the securities are held free and clear of any lien by OCTA's custodian or trustee or
an independent third party acting as agent "Agent" for the custodian or trustee, and
such third party is (i) a Federal Reserve Bank, or (ii) a bank which is a member of
the Federal Deposit Insurance Corporation and which has combined capital, surplus
and undivided profits of not less than $50 million and the custodian or trustee shall
have received written confirmation from such third party that it holds such securities,
free and clear of any lien, as agent for OCTA's custodian or trustee; and

C. a perfected first security interest under the Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et seq. or 31 C.F.R. 350.0 et seq. in such
securities is created for the benefit of OCTA's custodian or trustee and OCTA; and

D. the Agent provides OCTA's custodian or trustee and OCTA with valuation of the
collateral securities no less frequently than weekly and will liquidate the collateral
securities if any deficiency in the required 102 percent collateral percentage is not
restored within two business days of such valuation.



11-98. MEDIUM TERM NOTES

Medium term notes are defined as all corporate and depository institution debt securities
issued by corporations organized and operating within the United States or by depository
institutions licensed by the United States or any state and operating within the United
States.

11-109. MONEY MARKET MUTUAL FUNDS

___Shares of beneficial interest issued by diversified management companies that are money
market funds registered with the Securities and Exchange Commission under the

Investment Company Act of 1940. _Shares-may-notrepresent-more-than-10-percent-ofthe
money market fund's assets.

asset and no more than 10% of the total portfolio may be invested in shares of any one
money market mutual fund.

11-1110. MORTGAGE OR ASSET-BACKED SECURITIES

Any mortgage pass-through security, collateralized mortgage obligation, mortgage-backed
or other pay-through bond, equipment lease-backed certificate, consumer receivable pass-
through certificate, or consumer receivable-backed bond.

11-121%. SUPRANATIONALS

US Dollar denominated senior unsecured unsubordinated obligations issued or
unconditionally guaranteed by the International Bank for Reconstruction and Development,
International Finance Corporation, or Inter-American Development Bank.

11-1312. STATE OF CALIFORNIA LOCAL AGENCY INVESTMENT FUND (LAIF)

LAIF is a pooled fund managed by the State Treasurer referred to in Section 16429.1 of the
Code. All securities are purchased under the authority of the Code Section 16430 and
16480.4.

11-1413. ORANGE COUNTY TREASURY INVESTMENT POOL (OCIP)

The OCIP is a pooled fund managed by the Orange County Treasurer and is comprised of
two funds, the Money Market Fund and Extended Fund. The Money Market Fund is
invested in cash equivalent securities. The Extended Fund is for cash requirements past
one year and is based on the Code Sections 53601 and 53635. These pools are based on
the investment requirements detailed in Government Code Sections 53600 et seq. and
53630 et seq.

11-1534. INVESTMENT POOLS

Shares of beneficial interest issued by a joint powers authority organized pursuant to
Government Code Section 6509.7 that invests in the securities and obligations as

7



authorized under the pools this investment policy and that comply with the investment
restrictions of Government Code Sections 53600 through 53610 and Section 53630.

11-1615. VARIABLE AND FLOATING RATE SECURITIES

Variable and floating rate securities are restricted to investments in securities with a final
maturity of not to exceed five years as described above, must utilize traditional money
market reset indices such as U. S. Treasury bills, Federal Funds, commercial paper or
LIBOR (London Interbank Offered Rate) or SOFR (Secured Overnight Financing Rate), and
must meet all minimum credit requirements previously detailed in the Investment Policy.
Investments in floating rate securities whose reset is calculated using more than one of the
above indices are not permitted, i.e. dual index notes.

11-1716. BANK DEPOSITS

Bank deposits in California banks which have a minimum short-term rating of A-1, or its
equivalent or higher, by a NRSRO._Bank deposits are required to be collateralized as
specified under Government Code section 53630. The Treasurer shall draft and execute a
contract describing provisions for bank deposits.

11-18%7. DERIVATIVES

Derivatives are to be used as a tool for bonafide hedging investments only where deemed
appropriate. Derivatives shall not be used for the purpose of interest rate speculation.

Derivative products in any of the eligible investment categories listed above may be
permitted. The Treasurer has the sole responsibility for determining which prospective
investments are derivatives. Each prospective investment in a derivative product must be
documented by the Treasurer as to the purpose and specific financial risk being hedged.
Each such investment must be approved by the Finance and Administration Committee
prior to entering into such investment.

No investments shall be permitted that have the possibility of returning a zero or negative
yield if held to maturity. In addition, the investment in inverse floaters, range notes, strips
derived from mortgage obligations, step-up notes and dual index notes are not permitted
investments.

Credit Rating ActionsbBewngrades

Rating criteria will apply at the time of purchase of a security and monitored for changes while
retained within OCTA’s portfolio. A security whose credit rating has been placed on Credit
Waitch, or whose credit rating has been downgraded (including downgrades resulting in the
rating falling below the minimum credit rating requirements) subsequent to the time of

purchase is not a V|o|at|on of OCTA ) Investment Pollcv QGFArmayﬁfFemmmeJte%meﬁwean




Investment Managers are to notify OCTA (the Director of Finance and Administration, the

Department Manager for Treasury and Public Finance, and the Department Analyst) -regarding
any security whose credit rating has been placed on Credit Watch or downgraded. security-put
on-creditwatch-ordowngraded: The notice shall include a risk assessment based on OCTA’s
Investment Objectives, and a recommendation to retain or sell the security. The security shall
be immediately reviewed by the Treasurer for action. The decision to retain the security, sell
the security, or other action shall be approved by the Treasurer.

The Authority will notify the Board through its monthly reporting practices of all securities placed
on Credit Watch or downqraded durlnq the reportlnq penoden—neqaﬂv&%edﬂ—wa%eh—w&hm
al#seeun%res%hakwe#edewna%ade%%%&memh—Secuntles whose credlt ratlnq faIIs below
the minimum requirements, will be noticed in the monthly debt and investment reports until the
security is sold or meets the minimum credit rating requirements.

Diversification and Maturity Restrictions

Diversification and maturity restrictions ensure the portfolio is not unduly concentrated in the
securities of one type, industry, entity, or specific maturity thereby assuring adequate portfolio
liquidity should one sector or company experience difficulties.

Outside portfolio managers must review the portfolios they manage to ensure compliance with
OCTA's diversification guidelines on an ongoing basis.



AUTHORIZED INVESTMENTS, ISSUER CONCENTRATION & MATURITY RESTRICTIONS

(JPA) Investment Pools

CA Code CA Code CA Code Minimum OCTA _
) . . . OCTA Code Minimum
Type of Investment Maximum |[Maximum % of Quality Maximum % of Quality Requirements
Maturity Portfolio Requirements Portfolio*
OCTA Notes and Bonds 5 Years 100% None 25% Same as CA Code
U.S. Treasury Obligations | 5 Years 100% None Same as CA Code Same as CA Code
Federal Agencys or U.S.
Government Sponsored 5 Years 100% None Same as CA Code Same as CA Code
Enterprises
30% total, no more |"A" rating category or "A-
Municipal Debt 5 Years 100% None than 5% by any one | 1" rated, or its equivalent
issuer or higher, by an NRSRO
"A-1"rated, or its
Bankers Acceptances 180 Days 40.%’ 3(.)% of a None 30%, no more than equivalent or higher, by 2
single issuer 5% any single issuer
NRSROs
. 25%. 10% of a A1 rated,.or its _"A—l" rated_, orits
Commercial Paper 270 Days single issuer equivalent or higher by | Same as CA Code |equivalent or higher, by 2
an NRSRO NRSROs
. - 30%, no more than |"A" rating category or "A-
g:gggime Certificates of 5 Years 30% None 5% in any single | 1" rated, or its equivalent
issuer or higher, by 2 NRSROs
"A" rating category or "A-
Repurchase Agreements 1 Year 100% None 25% 1'rated, or its equivalent
or higher, by 2 NRSROs
. . "A" rating category, or | 30% total, no more
Medium Term Maturity 5 Years 30% its equivalent or higher, | than 5% in any one Same as CA Code
Notes .
by an NRSRO issuer
Money Market/Mutual 20%, 10% of AAA rated, or its 20%, 10% of fund's
Funds N/A any one mutual equivalent, by 2 assets, 10% of any Same as CA Code
fund NRSROs one mutual fund
20%, no more than
Mortgage Pass-Through "AA" rating category, or 10% in Asset-
and Asset-backed 5 Years 20% its equivalent or higher, | backed Securities, Same as CA Code
Securities by an NRSRO no more than 5% in
any single issuer
"AA" rating category, or| 20%, no more than
Supranationals 5 Years 30% its equivalent or higher, | 10% in any single Same as CA Code
by an NRSRO issuer
Local Agency Investment N/A $75 million per None $75 million per Same as CA Code
Fund (LAIF)** account account
Orange County Investment N/A 100% None 10% Same as CA Code
Pool (OCIP)
Joint Powers Authority N/A 100% None 10% same as CA Code

* Additional portfolio restrictions include bank deposits (5%) and variable and floating rate securities (30%)
** Current deposit limits for LAIF regular accounts are set by the State Treasurer

10




Issuer/Counter-Party Diversification Guidelines for All Securities Except U.S. Treasuries
and U.S. Government Agency Securities

Unless otherwise specified in this policy, any one corporation, bank, local agency, special
purpose vehicle or other corporate issuer name for one or more series of securities shall not
exceed 5% of the portfolio.

Issuer/Counter-Party Diversification Guidelines for OCTA’s Debt

The Authority can purchase all or a portion of the Orange County Transportation Authority’s
debt, including notes and bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by OCTA or by a department, board, agency or
authority of OCTA which may bear interest at a fixed or floating rate, providing the purchase

does not exceed 25% of the Maximum Portfolio.-and-when-authorized-by-the lnternal Revenue
Service:

121, SECURITIES SAFE KEEPING

All deliverable security transactions, including collateral for repurchase agreements, entered
into by OCTA shall be conducted on a delivery-versus-payment basis. Deliverable securities
shall be held by a third-party custodian designated by the Treasurer, evidenced by safe keeping
receipts and in compliance with Code Section 53608.

132. BROKER DEALERS

The Treasurer, and investment professionals authorized by the Treasurer, may buy securities
from a list of broker dealers and financial institutions that will be periodically reviewed.

Outside portfolio managers must certify that they will purchase securities from broker/dealers
(other than themselves) or financial institutions in compliance with this Investment Policy.

143. INVESTMENT POLICY REVIEW

This Investment Policy shall be reviewed annually by the Finance and Administration
Committee of the OCTA Board of Directors to ensure its consistency with the overall objectives
of preservation of principal, liquidity, yield and diversification and its relevance to current law
and economic trends.

154. DEFINITION OF TERMS

ACCRUED INTEREST: The amount of interest that is earned but unpaid since the last interest
payment date.

AGENCY SECURITIES: (See U.S. Government Agency Securities)

ASK PRICE: (Offer Price) The price at which securities are offered from a seller.
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ASSET BACKED SECURITIES (ABS): Securities collateralized or backed by receivables
such as automobile loans and credit card receivables. The assets are transferred or sold by
the company to a Special Purpose Vehicle and held in trust. The SPV or trust will issue debt
collateralized by the receivables.

BANKERS ACCEPTANCES (BAs): Time drafts which a bank "accepts" as its financial
responsibility as part of a trade finance process. These short-term notes are sold at a discount
and are obligations of the drawer (the bank's trade finance client) as well as the bank. Once
accepted, the bank is irrevocably obligated to pay the BA upon maturity if the drawer does not.

BASIS POINT: When a yield is expressed as X.YZ%, the YZ digits to the right of the decimal
point are known as basis points. One basis point equals 1/100 of one percent. Basis points
are used more often to describe changes in yields on bonds, notes and other fixed-income
securities.

BID PRICE: The price at which a buyer offers to buy a security.

BOOK ENTRY: The system, maintained by the Federal Reserve, by which most securities are
"delivered" to an investor's custodian bank. The Federal Reserve maintains an electronic
record of the ownership of these securities and records any changes in ownership
corresponding to payments made over the Federal Reserve wire (delivery versus payment).
These securities do not receive physical certificates.

BOOK VALUE: The original cost of the investment.

CALLABLE BONDS: A bond issue which all or part of its outstanding principal amount may
be redeemed before maturity by the issuer under specified conditions.

CAPITAL GAIN/LOSS: The profit or loss realized from the sale of a security.

CERTIFICATES OF DEPOSIT (NEGOTIABLE CDs): A negotiable (marketable or
transferable) receipt for a time deposit at a bank or other financial institution for a fixed time
and interest rate.

COLLATERAL: Securities or cash pledged by a borrower to secure repayment of a loan or
repurchase agreement. Also, securities pledged by a financial institution to secure deposits in
an Investment Agreement.

COMMERCIAL PAPER (CP): Unsecured promissory notes issued by companies and
government entities usually at a discount. Commercial paper is negotiable, although it is
typically held to maturity.

COUPON: The annual rate of interest received by an investor from the issuer of certain types
of fixed-income securities. Also known as “interest rate.”

CURRENT YIELD: The annual income from an investment divided by the current market
value. Since the mathematical calculation relies on the current market value rather than the
investor's cost, current yield is unrelated to the actual return the investor will earn if the security
is held to maturity.
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CUSTODIAN: A bank or other financial institution that keeps custody of assets in the name of
the depositor.

DELIVERY VERSUS PAYMENT (DVP): Delivery of securities with a simultaneous exchange
of money for the securities.

DERIVATIVE SECURITY: Financial instrument created from, or whose value depends upon,
one or more underlying assets or indexes of asset values.

DISCOUNT: The difference between the par value of a bond and the cost of the bond, when
the cost is below par. Some short-term securities, such as Treasury bills and bankers’
acceptances, are known as discount securities. They sell at a discount from par and return the
par value to the investor at maturity without additional interest. Other securities, which have
fixed coupons, trade at a discount when the coupon rate is lower than the current market rate
for securities of that maturity and/or quality.

DIVERSIFICATION: An investment principal designed to spread the risk in a portfolio by
dividing investments by sector, maturity and quality rating.

DOLLAR-WEIGHTED AVERAGE MATURITY: A calculation that expresses the "average
maturity” of an investment portfolio using each investment's maturity weighted by the size or
book-value of that investment.

DURATION: A measure of the timing of cash flows, such as the interest payments and
principal repayment, to be received from a given fixed-income security.

FEDERAL FUNDS RATE: Interest rate at which banks lend federal funds to each other.

FEDERAL OPEN MARKET COMMITTEE (FOMC): A committee within the Federal Reserve
System that makes short-term monetary policy for the Fed. The committee decides either to
sell securities to reduce the money supply, or to buy government securities to increase the

money supply. Decisions made at FOMC meetings will cause interest rates to either rise or
fall.

FEDERAL RESERVE SYSTEM: A U.S. centralized banking system which has supervisory
powers over the 2 Federal Reserve banks and about 3,000-member banks.

FITCH Ratings referred to as Fitch: (See Nationally Recognized Statistical Rating
Organizations)

INTEREST: The amount earned while owning a debt security, generally calculated as a
percentage of the principal amount.

INTEREST RATE RISK: The risk associated with declines or rises in interest rates, which
causes the market price of a fixed-income security to increase or decrease in value.

LIQUIDITY: The speed and ease with which an investment can be converted to cash.

MARK-TO-MARKET: The process by where the value of a security is adjusted to reflect
current market conditions.
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MARKET RISK: The risk that the value of a security will rise or decline as a result in changes
in market conditions.

MARKET VALUE: The current market price of a security.

MATURITY: The date that the principal or stated value of an investment becomes due and
payable.

MEDIUM TERM MATURITY CORPORATE SECURITIES: Notes issued by corporations
organized and operating within the United States or by depository institutions licensed by the
United States or any state and operating within the United States.

MONEY MARKET: The market in which short-term debt instruments (Treasury bills, discount
notes, commercial paper, bankers’ acceptances, etc.) are issued and traded.

MONEY MARKET MUTUAL FUNDS: An investment company that pools money from
investors and invest in a variety of short-term money market instruments.

MOODY'S INVESTORS SERVICE, INC. referred to as Moody’s: (See Nationally Recognized
Statistical Rating Organizations)

MORTGAGE-BACKED SECURITY: A debt instrument with a pool of real estate loans as the
underlying collateral. The mortgage payments of the individual real estate assets are used to
pay interest and principal on the bonds.

MUNICIPAL DEBT: Issued by public entities to meet capital needs.

NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATIONS (NRSRO’s): Firms
that review the creditworthiness of the issuers of debt securities, and express their opinion in
the form of letter ratings (e.g. AAA, AA, A, BBB, etc.) The primary rating agencies include
Standard & Poor's CerperationGlobal Ratings; Moody's Investor Services, Inc., Fitch Ratings
and Kroll Bond Rating Agency, Inc.

NEGOTIABLE CD: (See Certificates of Deposit)

NET ASSET VALUE (NAV): The market value of one share of an investment company, such
as a mutual fund. This figure is calculated by totaling the fund’s assets which includes
securities, cash and accrued earnings, then subtracting this from the fund’s liabilities and
dividing by the total number of shares outstanding. This is calculated once a day based on the
closing price for each security in the fund’s portfolio.

NON-CALLABLE: Bond that is exempt from any kind of redemption for a stated time period.
OCTA BONDS: Bonds, notes, warrants, or other evidences of indebtedness.
OFFER PRICE: An indicated price at which market participants are willing to sell a security.

PAR VALUE: The amount of principal that must be paid at maturity. Also referred to as the
face amount of a bond, normally quoted in $1,000 increments per bond.
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PHYSICAL DELIVERY: The delivery of an investment to a custodian bank in the form of a
certificate and/or supporting documents evidencing the investment (as opposed to "book entry"
delivery).

PORTFOLIO: A group of securities held by an investor.
PREMIUM: The amount by which the price paid for a security exceeds the security’s par value.

PRIME RATE: A preferred interest rate charged by commercial banks to their most
creditworthy customers.

PRINCIPAL: The face value or par value of an investment.
PURCHASE DATE: See (Trade Date)

REINVESTMENT RISK: The risk that coupon payments (or other payments received) cannot
be reinvested at the same rate as the initial investment.

REPURCHASE AGREEMENTS (REPOS): A purchase of securities under a simultaneous
agreement to sell these securities back at a fixed price on some future date. Thisisin essence
a collateralized investment, with the difference between the purchase price and sales price
determining the earnings.

SAFEKEEPING: Holding of assets (e.g. securities) by a financial institution.

SECURITES & EXCHANCE COMMISSION (SEC): The federal agency responsible for
supervising and regulating the securities industry.

SETTLEMENT DATE: The date on which the purchase or sale of securities is executed. For
example, in a purchase transaction, the day securities are physically delivered or wired to the
buyer in exchange for cash is the settlement date.

SPECIAL PURPOSE VEHICLE (SPV): A trust or similar structure created specifically to
purchase securities and reprofile cash flows and/or credit risk. Mortgage or Asset-backed
securities may be issued out of the SPV and secured by the collateral transferred from the
corporation.

STANDARD & POOR'S CORPORATION-GLOBAL RATINGS referred to as Standard and
Poor’s or S & P: (See Nationally Recognized Statistical Rating Organizations)

SUPRANATIONAL: A supranational is a multi-national organization whereby member states
transcend national boundaries or interests to share in the decision making to promote economic
development in member countries.

THIRD-PARTY CUSTODIAL AGREEMENT: (See Custodian)

TOTAL RETURN: The sum of all investment income plus changes in the capital value of the
portfolio.
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TRADE DATE: The date and time corresponding to an investor's commitment to buy or sell a
security.

U.S. GOVERNMENT AGENCY SECURITIES or FEDERAL AGENCIES: U.S. Government
related organizations, the largest of which are government financial intermediaries assisting
specific credit markets (housing, agriculture).

U.S. TREASURY SECURITHESOBLIGATIONS: Securities issued by the U.S. Treasury and
backed by the full faith and credit of the United States. The Treasury issues both discounted
securities and fixed coupon notes and bonds.

Treasury bills: non-interest-bearinginterest-bearing discount securities of the U.S.
Treasury with maturities under one year.

Treasury notes: interest-bearing obligations of the U.S. Treasury with maturities
ranging from two to ten years from the date of issue.

Treasury bond: interest-bearing obligations issued by the U.S. Treasury with maturities
ranging from ten to thirty years from the date of issue.

Treasury STRIPS: U.S. Treasury securities that have been separated into their
component parts of principal and interest payments and recorded as such in the Federal
Reserve book entry record-keeping system.

Treasury TIPS: U.S. Treasury securities whose principal increases at the same rate as
the Consumer Price Index. The interest payment is then calculated from the inflated
principal and repaid at maturity.

VARIABLE AND FLOATING RATE SECURITIES: Variable and floating rate securities are
appropriate investments when used to enhance yield and reduce risk. They should have the
same stability, liquidity and quality as traditional money market securities.

VOLATILITY: The degree of fluctuation in the price and valuation of securities.

YIELD: The current rate of return on an investment security generally expressed as a
percentage of the securities current price.

ZERO COUPON SECURITIES: Security that is issued at a discount and makes no periodic

interest payments. The rate of return consists of a gradual accretion of the principal of the
security and is payable at par upon maturity.
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June 10, 2020 /
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‘/' / f
To: Finance and Administration Commiﬁeef"
. ; /
From: Darrell E. Johnson, Chief ExeCutive ,Officer
L' y/ - v
Subject: Resoluton to #Establish the Orange County Local

Transportation Authority/Measure M2 Appropriations Limitation
for Fiscal Year 2020-21

Overview

The State Constitution requires that each year the governing body of each local
jurisdiction shall, by resolution, establish its appropriations limit for the following
year pursuant to Article XIIIB.

Recommendation

Adopt Orange County Local Transportation Authority/Measure M2 Resolution
No. 2020-022 to establish the Orange County Local Transportation
Authority/Measure M2 appropriations limit at $1,890,379,261, for fiscal
year 2020-21.

Background

In November 1979, the voters of the State of California approved Proposition 4,
commonly known as the Gann Initiative. The proposition created Article XIIIB of
the California Constitution, which is also known as the Gann Appropriations
Limitation.

Both the Article XIIIB appropriations limit and its implementing legislation were
modified by Proposition 111, approved by voters in 1990. The law specifies
that the appropriations of revenues, “proceeds of taxes” by state and local
governments, may only increase annually by a limit based on a factor
comprised of the change in population and the change in California per capita
personal income. The appropriation limit includes any interest earned from the
investment of the proceeds of taxes and must be reviewed during the annual
financial audit.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Resolution to Establish the Orange County Local Page 2
Transportation Authority/Measure M2 Appropriations
Limitation for Fiscal Year 2020-21

Discussion

In accordance with the requirements of Article XIlIB, a resolution
has been prepared and is attached for review and approval (Attachment A).
The resolution establishes the Orange County Local Transportation
Authority (LTA)/Measure M2 (M2) appropriations limit for fiscal
year (FY) 2020-21 at $1,890,379,261, excluding federal grant funds and other
funds to be received from sources not subject to the appropriations limitation.

Attachment B shows the calculation of the FY 2020-21 Orange County LTA/M2
appropriations limit. Appropriations subject to limitation do not include
appropriations for debt service, costs of complying with the mandates of the
courts, federal government, or capital outlay projects. The change in population
and change in California per capita personal income rates were obtained from
the State of California, Department of Finance.

Summary

Staff recommends adoption of the Orange County Local Transportation
Authority/Measure M2 Resolution No. 2020-022, which will establish the
fiscal year 2020-21 appropriation limit at $1,890,379,261, for the Orange
County Local Transportation Authority.

Attachments

A. Resolution No. 2020-022 of the Orange County Local Transportation
Authority/Measure M2 Establishing Appropriations Limit for Fiscal
Year 2020-21

B. Orange County Local Transportation Authority/Measure M2 GANN
Appropriations Limit Calculation for Fiscal Year 2020-21

Prepared by: Approved by:
|
' /‘i ~ i/ .
Sam Kaur Andrew Oftelie
Department Manager, Chief Financial Officer,
Revenue Administration Finance and Administration

(714) 560-5889 (714) 560-5649



ATTACHMENT A

RESOLUTION No. 2020-022 OF THE
ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY/MEASURE M2
ESTABLISHING APPROPRIATIONS LIMIT FOR
FISCAL YEAR 2020-21

WHEREAS, Article XIlIB of the California constitution and Sections 7900 through 7913
of the California Government Code require the establishment of an appropriations limit;
and

WHEREAS, appropriations limits are applicable to funds received from the proceeds of
taxes and interest earned on such proceeds.

NOW, THEREFORE, BE IT RESOLVED as follows:

1. The Orange County Local Transportation Authority/Measure M2 hereby
determines that pursuant to Section 7902b of the California Government Code,
the appropriations limit for the Orange County Local Transportation
Authority/Measure M2 for Fiscal Year 2020-21 is $1,890,379,261.

2. The total amount authorized to be expended by the Orange County Local
Transportation Authority/Measure M2 during the Fiscal Year 2020-21 from the
proceeds of taxes, including interest earned from the investment of the
proceeds of taxes, is $289,541,829.

3. The appropriations limit for Fiscal Year 2020-21 exceeds proceeds of taxes for
Fiscal Year 2020-21 by $1,600,837,432.

ADOPTED SIGNED AND APPROVED this 22nd day of June 2020.
AYES:

NOES:

ABSENT:

ATTEST:

Laurena Weinert Steve Jones, Chairman
Clerk of the Board Orange County Local Transportation Authority

OCLTA Resolution No. 2020-022



ATTACHMENT B

Orange County Local Transportation Authority/Measure M2

GANN Appropriations Limit Calculation for

Fiscal Year 2020-21

GANN FACTOR

PER CAPITA CHANGE" % RATIO
California per capita
personal income change 3.73% 1.0373

POPULATION CHANGE?
County of Orange 0.04% 1.0004

GANN FACTOR 1.0373 X 1.0004

FY 2020-21 APPROPRIATION LIMIT

GANN FACTOR

1.0377]

Prior Year Appropriations Limit $ 1,821,701,129
GANN Factor (Rounded) 1.0377
$ 1,890,379,261
ITEMS SUBJECT TO GANN LIMIT®
Line Item Amount
1/2 cent sales tax (Measure M2) $ 279,995,088
CDTFA Fees $ 2,898,418
Interest Revenue $ 6,648,323
$ 289,541,829
FY 2020-21 APPROPRIATION LIMIT
Amount
FY 2020-21 Appropriations Limit $ 1,890,379,261
Less Items Subject to GANN Limit (289,541,829)
Appropriation Limit that exceeds the proceeds of taxes: $ 1,600,837,432

Note:
CDTFA - California Department of Tax and Fee Administration

2price Factor and Population Information provided by the Department of Finance.

%ltems subject to GANN Limit provided from proposed FY 2020-21 budget



OCTA

June 10, 2020

/ J (
To: Finance and Administration Commit{cee/‘,'.

From: Darrell E. Johnson, Chief Exep(.ltive Om‘ficer

-~

-

Subject: Resolution to ES/gabll'éﬁ the Ofénge County Transportation
Authority General Fund  Appropriations  Limitation  for
Fiscal Year 2020-21

Overview

The State Constitution requires that each year the governing body of each local
jurisdiction shall, by resolution, establish its appropriations limit for the following
year pursuant to Article XIIIB.

Recommendation

Adopt Orange County Transportation Authority Resolution No. 2020-023 to
establish the Orange County Transportation Authority General Fund
appropriations limit at $12,508,480, for fiscal year 2020-21.

Background

In November 1979, the voters of the State of California approved Proposition 4,
commonly known as the Gann Initiative. The proposition created Article XIlIB of
the California Constitution, which is also known as the Gann appropriations
limitation.

Both the Article XIlIB appropriations limit and its implementing legislation were
modified by Proposition 111, approved by voters in 1990. The law specifies
that the appropriations of revenues, “proceeds of taxes” by state and local
governments, may only increase annually by a limit based on a factor
comprised of the change in population and the change in California per capita
personal income. The appropriation limit includes any interest earned from the
investment of the proceeds of taxes and must be reviewed during the annual
financial audit.

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Resolution to Establish the Orange County Transportation Page 2
Authority General Fund Appropriations Limitation for
Fiscal Year 2020-21

Discussion

In accordance with the requirements of Article XIlIB, a resolution has been
prepared and is attached for review and approval (Attachment A). The
resolution establishes the Orange County Transportation Authority (OCTA)
General Fund appropriations limit for fiscal year (FY) 2020-21 at $12,508,480,
excluding federal grant funds and other funds to be received from sources not
subject to the appropriations limitation.

Attachment B shows the calculation of the FY 2020-21 OCTA General Fund
appropriations limit. Appropriations subject to limitation do not include
appropriations for debt service, costs of complying with the mandates of the
courts or the federal government, or capital outlay projects. The percentage
change in population and change in California per capita personal income were
obtained from the State of California, Department of Finance.

Summary

Staff recommends adoption of the Orange County Transportation Authority
General Fund Resolution No. 2020-023, which will establish the
fiscal year 2020-21 appropriation limit at $12,508,480.

Attachments

A. Resolution No. 2020-023 of the Orange County Transportation
Authority - General Fund Establishing Appropriations Limit for
Fiscal Year 2020-21

B. Orange County Transportation Authority - General Fund GANN
Appropriations Limit Calculation for Fiscal Year 2020-21

Prepared by: Approved by:
|
g | N iy
Sam Kaur Andrew Oftelie
Department Manager, Chief Financial Officer,
Revenue Administration Finance and Administration

(714) 560-5889 (714) 560-5649



ATTACHMENT A

RESOLUTION No. 2020-023 OF THE
ORANGE COUNTY TRANSPORTATION AUTHORITY - GENERAL FUND
ESTABLISHING APPROPRIATIONS LIMIT FOR
FISCAL YEAR 2020-21

WHEREAS, Atrticle XIIIB of the California Constitution and Sections 7900 through 7913
of the California Government Code require the establishment of an appropriations limit;
and

WHEREAS, appropriations limits are applicable to funds received from the proceeds of
taxes and interest earned on such proceeds.

NOW, THEREFORE, BE IT RESOLVED as follows:

1. The Orange County Transportation Authority - General Fund hereby determines
that pursuant to Section 7902b of the California Government Code, the
appropriations limit for the Orange County Transportation Authority - General
Fund for Fiscal Year 2020-21 is $12,508,480.

2. The total amount authorized to be expended by the Orange County
Transportation Authority - General Fund during Fiscal Year 2020-21 from the
proceeds of taxes, including interest earned from the investment of the proceeds
of taxes, is $4,115,074.

3. The appropriations limit for Fiscal Year 2020-21 exceeds proceeds of taxes for
Fiscal Year 2020-21 by $8,393,406.

ADOPTED, SIGNED, AND APPROVED this 22nd day of June 2020.

AYES:
NOES:
ABSENT:
ATTEST:
Laurena Weinert Steve Jones, Chairman
Clerk of the Board Orange County Transportation Authority

OCTA Resolution No. 2020-023



Orange County Transportation Authority - General Fund
GANN Appropriations Limit Calculation for

Fiscal Year 2020-21

GANN FACTOR

ATTACHMENT B

PER CAPITA CHANGE' % RATIO
Callifornia per capita
personal income change 3.73% 1.0373

POPULATION CHANGE?

GANN FACTOR

County of Orange 0.04% 1.0004
GANN FACTOR 1.0373 X 1.0004 1.0377)
FY 2020-21 APPROPRIATION LIMIT
Prior Year Appropriations Limit $ 12,054,043
GANN Factor (Rounded) 1.0377
$ 12,508,480
ITEMS SUBJECT TO GANN LIMIT®
Line Item Amount
Transfers in from the LTF (CTC Administration and Planning) $ 3,395,767
Interest Revenue $ 719,307
$ 4,115,074
FY 2020-21 APPROPRIATION LIMIT
Amount
FY 2020-21 Appropriations Limit $ 12,508,480
Less Items Subject to GANN Limit $ (4,115,074)
Appropriation Limit that Exceeds the Proceeds of Taxes: $ 8,393,406

Note:
LTF - Local Transportation Fund
CTC - County Transportation Commission

12price Factor and Population Information provided by the Department of Finance.

%ltems subject to GANN Limit provided from proposed FY 2020-21 budget



OCTA

June 10, 2020 /, /.
A

To: Finance and Administration Commijttee =

From: Darrell E. Johnson, Chié‘t Executive Offif:er

Subject: Approval of the Amended and Restated Orange County Local
Transportation Authority 2021 Credit and Fee Agreements

Overview

In July 2017, the Orange County Local Transportation Authority secured a line
of credit from the Bank of America N.A. for $900 million to satisfy a requirement
of the Transportation Infrastructure Finance and Innovation Act loan for the
Interstate 405 Improvement Project. The line of credit was structured in two
commitment tranches, the Orange County Local Transportation Authority 2019
Credit Agreement, in an amount of $400 million, and the Orange County Local
Transportation Authority 2021 Credit Agreement, in an amount of $500 million.

The 2019 Credit and Fee Agreements were terminated in 2019 when
Orange County Local Transportation Authority issued its Measure M2 Sales Tax
Revenue Bonds to finance the project. Staff is recommending an amendment to
the 2021 Credit and Fee Agreements, which will lower the commitment fee paid
to the bank in exchange for changing the expiration date of the agreements from
July 16, 2021 to June 28, 2021.

Recommendations

A. Approve the Amended and Restated 2021 Credit and Fee Agreements by
and among Bank of America, N.A., the Orange County Transportation
Authority, and the Orange County Local Transportation Authority each
dated as of June 29, 2020, in substantially the form presented to this
board at this meeting and in the total amount of $500 million and authorize
the Chief Executive Officer to negotiate and execute the final
2021 Amended and Restated Credit and Fee Agreements.

B.  Authorize the Chair, Vice Chair, Chief Executive Officer, Chief Financial
Officer, and Director of Finance and Administration to sign and deliver all
documents relating to said agreements, including the credit agreement,

Orange County Transportation Authority
550 South Main Street/ P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Approval of the Amended and Restated Orange County Local Page 2
Transportation Authority 2021 Credit and Fee Agreements

fee agreement, incumbency certificate, closing certificate, bank note,
receipts, notices, and agreements related thereto.

Discussion

As a condition precedent to close the Orange County Transportation
Authority (OCTA) Transportation Infrastructure Finance and Innovation
Act (TIFIA) loan on July 26, 2017, OCTA secured a line of credit (LOC) from the
Bank of America N.A. (BANA) for $900 million. The BANA LOC was structured
in two commitment tranches, the Orange County Local Transportation
Authority (OCLTA) 2019 Credit Agreement and the OCLTA 2021 Credit
Agreement. OCTA obtained the LOCs to satisfy the requirement in the TIFIA
Loan Agreement that OCTA has all the committed funding needed to pay for the
[-405 Improvement Project. OCLTA is the obligor on the LOC since
repayment of draws under the LOC are derived from a subordinate pledge of
Measure M2 (M2) Sales Tax Revenues.

In February 2019, OCTA used the proceeds of its 2019 M2 Sales Tax Revenue
Bonds to deposit $400 million into the M2 Indenture Project Fund for the
[-405 Improvement Project to satisfy the committed funding requirement in the
TIFIA Loan Agreement relating to this funding source and thereby terminated the
2019 OCLTA Credit Agreement.

The remaining $500 million 2021 OCLTA Credit Agreement commitment
expiration date is currently July 16, 2021. BANA has requested that OCTA
amend the 2021 OCLTA Credit and Fee Agreements to change the expiration
from July 16, 2021 to June 28, 2021. If the amendment is approved, BANA
has agreed to reduce the 2021 Commitment Fee Rate by two basis points
(from 0.36 percent to 0.34 percent), resulting in savings of approximately
$100,000, over the remaining life of the agreement. OCTA staff will not incur any
expenses as a result of the proposed amendment.

Summary

Bank of America N.A. has requested an amendment to the expiration date of the
Orange County Local Transportation Authority’s 2021 Credit and Fee
Agreements in exchange for lowering the commitment fee paid to the bank. The
expiration date would change from July 16, 2021 to June 28, 2021 in exchange
for a two basis point decrease in commitment fee, which would save
approximately $100,000 over the life of the remaining agreement.



Approval of the Amended and Restated Orange County Local
Transportation Authority 2021 Credit and Fee Agreements

Page 3

Attachments

A. Amended and Restated 2021, Credit Agreement,

Dated as of

June 29, 2020, by and among Orange County Local Transportation

Authority, Orange County Transportation Authority,

America, N.A.

and Bank of

B. Amended and Restated 2021 Fee Agreement, Dated June 29, 2020
C. Amended and Restated 2021 Bank Note

Prepared by:
' w

| f’
[l v’/‘fu

-

Robert Davis
Department Manager
Treasury/Public Finance
(714) 560-5675

Approved by:

\

\f ‘QV/"(//L}[’\, v

-/

Andrew Oftelie

Chief Financial Officer
Finance and Administration
(714) 560-5649



ATTACHMENT A

CHAPMAN DRAFT DATED MAY 20, 2020

AMENDED AND RESTATED 2021 CREDIT AGREEMENT

Dated as of June 29, 2020

by and among

ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY,

ORANGE COUNTY TRANSPORTATION AUTHORITY

and

BANK OF AMERICA, N.A.

Amended and Restated 2021 OCLTA Loan Agreement (4) (staff report)
4239505



AMENDED AND RESTATED 2021 CREDIT AGREEMENT

(This Table of Contents is not a part of this
Amended and Restated 2021 Credit Agreement and is only
for convenience of reference)
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AMENDED AND RESTATED 2021 CREDIT AGREEMENT

This AMENDED AND RESTATED 2021 CREDIT AGREEMENT dated as of June 29, 2020
(together with any amendments or supplements hereto, this “Agreement”), is by and among the
ORANGE COUNTY TRANSPORTATION AUTHORITY, a public agency of the State of California
responsible for transportation matters within the County of Orange, California (“OCTA ") and the
ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY, a local transportation authority duly
established and existing under the laws of the State of California (the “Authority”’) and BANK OF
AMERICA, N.A., a national banking association and its successors and assigns (the “Bank”).

WITNESSETH:

WHEREAS, OCTA is a public agency of the State of California duly organized and existing
pursuant to the Public Utilities Code of the State of California (Section 130000 et seq.) (the “Act”);

WHEREAS, the Authority is a local transportation authority duly organized and existing
pursuant to the Local Transportation Authority and Improvement Act, being Division 19 of the
Public Utilities Code of the State of California (Section 180000 et seq.) (the “Act”);

WHEREAS, the Authority is authorized pursuant to the Act to, among other things, and with
voter approval, levy a retail transactions and use tax in accordance with the provisions of Part 1.6
(commencing with Section 7251) of Division 2 of the California Revenue and Taxation Code (the
“Sales Tax Law”) and to incur indebtedness and obligations secured by and payable from the
proceeds of such tax;

WHEREAS, the Authority adopted Ordinance No. 3, named the “Renewed Measure M
Transportation Ordinance and Investment Plan” (the “Ordinance’) on July 24, 2006, pursuant to
the provisions of the Act, which Ordinance provides for the imposition of a retail transactions and
use tax applicable in the incorporated and unincorporated territory of the County of Orange in
accordance with the provisions of the Sales Tax Law (as herein defined) at the rate of one-half of
one percent (1/2%) for a period of thirty (30) years;

WHEREAS, by its terms, the Ordinance became effective on November 8§, 2006, the day
after the election at which the proposition imposing the Sales Tax (as herein defined) was approved
by more than two-thirds of the electors voting on the measure;

WHEREAS, the Ordinance empowers the Authority to issue, from time to time, on, before
or after commencement of the collection of the Sales Tax, bonds or other evidences of indebtedness
as permitted by the Ordinance and the hereinafter defined Indenture;

WHEREAS, the Authority is authorized by the Act to issue from time to time limited tax
bonds (defined to include indebtedness and securities of any kind or class, including loans and
other obligations), secured and payable in whole or in part from revenues of the Sales Tax;

WHEREAS, in order to accomplish the issuance and delivery of the Existing Bank Note (as
herein defined) to evidence and secure the Loans (as herein defined) made by the Bank under the



Existing Agreement (as herein defined) and the other Obligations (as herein defined), the
Authority and The Bank of New York Mellon Trust Company, N.A., as trustee, and its permitted
successors and assigns (the “Trustee”) entered into the Second Supplemental Indenture, dated as
of June 1, 2017 (as amended, supplemented, modified or restated from time to time in accordance
with the terms hereof and thereof, referred to herein as the “Supplemental Indenture’), which
Supplemental Indenture supplemented the Master Indenture of Trust dated as of December 1, 2010
(as amended, supplemented, modified or restated from time to time in accordance with the terms
hereof and thereof, the “Senior Lien Bond Indenture’), between the Authority and Trustee,
relating to the Authority’s Measure M2 Sales Tax Revenue Bonds (Limited Tax Bonds), as the
same has been amended, supplemented, modified or restated from time to time in accordance with
the terms thereof and as may be further amended, supplemented, modified or restated from time
to time in accordance with the terms hereof and thereof;

WHEREAS, the Bank previously agreed to extend to the Authority the Commitment (as
herein defined) and to make Loans upon the terms and conditions of that certain 2021 Credit
Agreement dated as of July 1, 2017 (the “Existing Agreement”) by and among OCTA, the
Authority, and the Bank; and

WHEREAS, the Authority and the Bank have agreed to make certain amendments to the
Existing Agreement and Existing Bank Note, and, for the sake of clarity and convenience, the
Authority and the Bank have agreed to amend and restate both the Existing Agreement and
Existing Bank Note.

NoOw THEREFORE, in consideration of the premises and the mutual agreements herein
contained and other consideration, the receipt and sufficiency of which is hereby acknowledged,
and to induce the Bank to extend to the Authority the Commitment and to make Loans, the
Authority and the Bank agree as follows:

ARTICLE ONE
DEFINITIONS

Section 1.1.  Definitions. As used in this Agreement:
“Act” has the meaning set forth in the recitals hereof.

“Agreement” means this Amended and Restated 2021 Credit Agreement, as amended,
supplemented and otherwise modified from time to time in accordance with the terms hereof.

“Annual Debt Service” means, for the 12 month period then ended, the aggregate amount
of principal and interest on all MADS Debt becoming due and payable during such 12 month
period then ended. For purposes of calculating Annual Debt Service, the following assumptions
shall be utilized to calculate the principal and interest on MADS Debt becoming due during such
12 month period then ended:

(1)  Assumed Debt Service shall be included in such calculation;



(1))  indetermining the principal amount due in such 12 month period then ended
on all MADS Debt other than Bonds, bond anticipation notes and grant anticipation notes
which constitute Assumed Debt Service, payment shall (unless a different subsection of
this definition applies for purposes of determining principal maturities or amortization) be
assumed to be made in accordance with any amortization schedule established for such
MADS Debt, including any mandatory sinking account payments or any scheduled
redemption or payment on the basis of accreted value (as such term is defined in the
document pursuant to which such debt was issued or incurred), and for such purpose, the
redemption payment or payment of accreted value 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 debt;

(ii1))  ifany MADS Debt bears, or if any MADS Debt proposed to be issued will
bear interest at a variable interest rate for which an Interest Rate Swap Agreement is not in
place and the interest on which is excluded or expected to be excluded from gross income
for federal income tax purposes, the interest rate on such MADS Debt for periods when the
actual interest rate cannot yet be determined shall be assumed to be equal to (A) with
respect to any Senior Lien Debt, the average of the SIFMA Municipal Swap Index for the
five (5) years preceding such date of calculation and (B) with respect to any MADS Debt
other than Senior Lien Debt, the average of the SIFMA Municipal Swap Index for the five
years preceding the date of calculation plus two percent (2%);

(iv)  if any MADS Debt bears, or if any MADS Debt proposed to be issued will
bear, interest at a variable interest rate for which an Interest Rate Swap Agreement is not
in place and the interest on which is included or expected to be included in gross income
for federal income tax purposes, the interest rate on such MADS Debt shall be calculated
at an interest rate equal to 100% of the average Three Month USD LIBOR Rate during the
five (5) years preceding such date of calculation;

(v)  with respect to any MADS Debt bearing interest, or expected to bear
interest, at a variable interest rate for which an Interest Rate Swap Agreement is in place
providing for a fixed rate of interest to maturity or for a specific term with respect to such
MADS Debt, the interest rate on such MADS Debt shall be assumed to be the synthetic
fixed interest rate specified in such Interest Rate Swap Agreement for such term; provided
that if, pursuant to a Certificate of the Authority filed with the Trustee, as applicable, the
sum of (x) interest payable on such MADS Debt, plus (y) amounts payable by the Authority
under such Interest Rate Swap Agreement, less (z) amounts receivable by the Authority
under such Interest Rate Swap Agreement, is expected to be greater than the interest
payable on the MADS Debt to which such Interest Rate Swap Agreement relates (i.e., if
such Interest Rate Swap Agreement is an “off-market” Interest Rate Swap Agreement),
then, in such instance, such excess amounts payable by the Authority under such Interest
Rate Swap Agreement shall be included in the calculation of Annual Debt Service;

(vi)  with respect to any MADS Debt bearing interest, or expected to bear

interest, at a fixed interest rate for which an Interest Rate Swap Agreement is in place
providing for a net variable interest rate with respect to such MADS Debt for a specific
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term, the interest rate on such MADS Debt shall be assumed to be equal for such term to
the sum of (x) the fixed interest rate or rates to be paid on the MADS Debt, minus (y) the
fixed interest rate or rates receivable by the Authority under such Interest Rate Swap
Agreement, plus (z) the average interest rate of the index on which the Interest Rate Swap
Agreement is based, as identified in a Certificate of the Authority, or, if not based on an
identifiable index, then, with respect to MADS Debt the interest on which is tax-exempt,
the SIFMA Municipal Swap Index, and, with respect to MADS Debt the interest on which
is taxable, the Three Month USD LIBOR Rate, in each case, over the five (5) years
preceding the date of calculation;

(vii)  if any debt features an option, on the part of the owners or an obligation
under the terms of such debt, to tender all or a portion of such debt to the Authority, the
Trustee or other fiduciary or agent, and requires that such debt or portion thereof be
purchased if properly presented, then for purposes of determining the principal amount due
during the 12 month period then ended, the options or obligations of the owners of such
debt to tender the same for purchase or payment prior to the stated maturity or maturities
shall be ignored solely for such purposes and not treated as a principal maturity (but shall
be included as principal due during such period if a different subsection of this definition
applies for purposes of determining principal maturities or amortization); and

(viii)  principal and interest payments shall be excluded to the extent such
payments are to be paid from amounts then currently on deposit, including Investment
Securities and interest the Authority expects to receive thereon, with the Trustee or other
fiduciary in escrow specifically and irrevocably pledged therefor and to the extent that such
interest payments are to be paid from the proceeds of MADS Debt, including Investment
Securities and interest the Authority expects to receive thereon, held by the Trustee or other
fiduciary as capitalized interest specifically to pay such interest or from Subsidy Payments
the Authority expects to receive.

“Assumed Debt Service” means for the 12 month period then ended the aggregate amount
of principal and interest which would be payable on all Bonds, bond anticipation notes and grant
anticipation notes which constitute MADS Debt, if principal were amortized on a substantially
Level Debt Service basis for a period commencing on the date of issuance of such MADS Debt
and ending on the earlier of (i) the date specified by the Authority not exceeding thirty (30) years
from the date of calculation, or (ii) the Sales Tax Expiration Date, such Assumed Debt Service to
be calculated on a Level Debt Service basis. Interest payable on all Bonds during such 12 month
period then ended shall be based on a fixed interest rate equal to the rate at which the Authority
could borrow for such period, as set forth in a certificate of a financial advisor or investment
banker, delivered to the Trustee, who may rely conclusively on such certificate, such certificate to
be delivered within thirty (30) days of the date of calculation. Interest on all bond anticipation
notes and grant anticipation notes which constitute MADS Debt, during the 12-month period then
ended shall be determined as if such MADS Debt bears interest at a variable interest rate.

“Applicable Law” means (a) all applicable common law and principles of equity and (b)
all applicable provisions of all (i) constitutions, statutes, rules, regulations and orders of all



Governmental Authorities, (ii) governmental approvals and (iii) orders, decisions, judgments,
writs, injunctions and decrees of all courts (whether at law or in equity) and arbitrators.

“Authority” has the meaning set forth in the introductory paragraph hereof.
“Authorized Representative” has the meaning set forth in the Indenture.

“Bank” means Bank of America, N.A., a national banking association and its successors
and assigns.

“Bank Agreement” has the meaning set forth in Section 6.9 hereof.
“Bank Note” has the meaning set forth in Section 2.3 hereof.

“Base Rate” means, for any day, a fluctuating rate of interest per annum equal to the
greatest of (1) the Prime Rate in effect at such time plus one percent (1.00%), (i1) the Federal Funds
Rate in effect at such time plus two percent (2.00%), (iii) the LIBOR Index Rate as in effect at
such time plus two percent (2.00%), and (iv) seven percent (7.00%). Each determination of the
Base Rate by the Bank shall be conclusive absent manifest error.

“BOE” has the meaning set forth in the Indenture.

“BOE Agreement” means that certain Agreement for State Administration of Authority
Transactions and Use Taxes between the Authority and the BOE, adopted by the Authority on
October 25, 2010 and approved by the Department of General Services of the State on December
16, 2010, as supplemented and amended from time to time in accordance with the terms hereof
and thereof.

“Bond Counsel” means Nossaman LLP (or another nationally recognized bond counsel
selected by the Authority).

“Bonds " has the meaning set forth in the Senior Lien Bond Indenture.

“Business Day” means a day other than: (i) a Saturday, Sunday or day upon which banking
institutions in the State or the State of New York are authorized or obligated by law or executive
order to be closed; (ii) a day on which the New York Stock Exchange or the Federal Reserve Bank
is authorized or obligated by law or executive order to be closed; (iii) a day upon which commercial
banks are authorized or obligated by law or executive order to be closed in the city in which
demands for payment are to be presented hereunder or (iv) a day on which the principal office of
the Bank is closed.

“Certificate” has the meaning set forth in the Indenture.
“Change of Law” means the adoption or implementation, after the Original Closing Date,

of, or any change, after the Original Closing Date, in, any law, rule, treaty, regulation, statute,
policy, guideline, directive or Risk-Based Capital Guidelines, or any change, after the Original
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Closing Date, in the enforcement, interpretation, implementation or administration thereof, as the
case may be, by any court, central bank or other administrative or Governmental Authority or
comparable agency charged with the interpretation or administration thereof (in each case whether
or not having the force of law), or compliance by the Bank, its Parent or any Participant with any
request or directive of any such court, central bank or other administrative or Governmental
Authority or comparable agency charged with the interpretation or administration thereof (in each
case whether or not having the force of law) or the occurrence of the effective date of any of the
foregoing if adopted prior to the Original Closing Date or any change after the Original Closing
Date in the application, interpretation or enforcement of any of the foregoing.

“Commitment” means the Bank’s obligation to make Loans to the Authority on or after
the Effective Date and on or prior to the Commitment Expiration Date in an aggregate principal
amount not to exceed $500,000,000.

“Commitment Fee has the meaning set forth in the Fee Agreement.
“Commitment Termination Date” means the earlier of:

(@) June 28, 2021, or such later date as may be established pursuant to
Section 2.13 hereof; and

(b)  the date the Commitment is reduced to zero pursuant to Section 2.7 or
Section 7.2 hereof.

“Debt” of any Person means, at any date and without duplication, (i) all obligations of
such Person for borrowed money, including without limitation, all obligations secured by any of
the revenues or assets of such Person and all obligations of such Person evidenced by bonds
(including revenue bonds), debentures, notes or other similar instruments, (ii) all obligations of
such Person to pay the deferred purchase price of property or services, except trade accounts
payable arising in the ordinary course of business (including, without limitation, accounts payable
to construction contractors and other professionals for services rendered), (iii) all obligations of
such Person as lessee under capital leases, (iv) all indebtedness of others secured by a Lien on any
asset of such Person, whether or not such indebtedness is assumed by such Person, (v)all
indebtedness of others guaranteed by, or secured by any of the revenues or assets of, such Person,
(vi) payment obligations of such Person under any Swap Contract and (vii) the maximum amount
of all direct or contingent obligations of such Person arising under letters of credit (including
standby and commercial), credit agreements, bankers’ acceptances, bank guaranties, surety bonds
and similar instruments.

“Debt Service Coverage Ratio” means the ratio determined by dividing (i) Sales Tax
Revenues for the 12-month period then ended by (ii) the Maximum Annual Debt Service on all
MADS Debt then outstanding, including any such additional MADS Debt then proposed to be
issued.

“Debtor Relief Laws” means the Bankruptcy Code of the United States, and all other
liquidation, conservatorship, bankruptcy, assignment for the benefit of creditors, moratorium,
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rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the United
States or other applicable jurisdictions from time to time in effect.

“Default” means any condition or event which with the giving of notice or lapse of time
or both would, unless cured or waived, become an Event of Default.

“Default Rate” means a per annum interest rate equal to the Base Rate from time to time
in effect plus 4.0%.

“Designated Jurisdiction” means any country or territory to the extent that such country
or territory itself is the subject of any Sanction.

“Effective Date” means June 29, 2020, subject to the satisfaction or waiver of all of the
conditions precedent set forth in Section 4.1 hereof.

“ERISA” means the Employee Retirement Income Security Act of 1974.

“Existing Agreement” means that certain 2021 Credit Agreement dated as of July 1, 2017
by and among OCTA, the Authority, and the Bank, as the same may be amended, restated,
supplemented, or otherwise modified from time to time by the terms hereof and thereof.

“Existing Bank Note” means that certain Bank Note dated July 26, 2017 issued by the
Authority in favor of the Bank in an amount not to exceed $500,000,000, as the same may be
amended, restated, supplemented, or otherwise modified from time to time by the terms hereof and
thereof.

“Event of Default” has the meaning set forth in Section 7.1 hereof.

“Federal Funds Rate” means, for any day, the rate per annum equal to the weighted
average of the rates on overnight federal funds transactions with members of the Federal Reserve
System arranged by federal funds brokers on such day, as published by the Federal Reserve Bank
of New York on the Business Day next succeeding such day; provided that (a) if such day is not a
Business Day, the Federal Funds Rate for such day shall be such rate on such transactions on the
next preceding Business Day as so published on the next succeeding Business Day, and (b) if no
such rate is so published on such next succeeding Business Day, the Federal Funds Rate for such
day shall be the average rate (rounded upward, if necessary, to a whole multiple of 1/100 of 1%)
charged to the Bank on such day on such transactions as determined by the Bank. Notwithstanding
anything herein to the contrary, if the Federal Funds Rate as determined as provided above would
be less than zero percent (0.0%), then the Federal Funds Rate shall be deemed to be zero percent
(0.0%).

“Fee Agreement” means the Amended and Restated 2021 Fee Agreement dated June 29,
2020, between the Bank and the Authority, as amended, supplemented, modified or restated from
time to time in accordance with its terms.



“Fiscal Year” means the period of time beginning on July 1 of each given year and ending
on June 30 of the immediately subsequent year, or such other period designated by the Authority
as its fiscal year.

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

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

“Indenture” means, collectively, the Senior Lien Bond Indenture and the Supplemental
Indenture.

“Interest Payment Date” means the first Business Day of each month, commencing on the
first Business Day of the month following the making Loans and the date on which any Loan is
repaid in full.

“Interest Rate Swap Agreement” means: (i) with respect to an interest rate swap agreement
relating to any MADS Debt other than Senior Lien Debt, an interest rate swap agreement in which
the counterparty with which the Authority or the Trustee may contract is limited to entities the
debt securities of which are rated in the highest short-term or one of the two highest long-term
debt Rating Categories by Moody’s and S&P; and (ii) with respect to an interest rate swap
agreement relating to any Senior Lien Debt or a portion thereof, (a) the term of which is not less
than the term of the Senior Lien Debt to which such interest rate swap agreement relates, and (b) in
which the counterparty with which the Authority or the Trustee may contract is limited to
(x) entities the debt securities of which are rated in one of the two highest long-term debt Rating
Categories by Moody’s and S&P or (y) entities the obligations of which under such Interest Rate
Swap Agreement are either guaranteed or insured by an entity the debt securities or insurance
policies of which are so rated or (z) entities the debt securities of which are rated in the third highest
long-term debt rating categories by Moody’s and S&P or whose obligations are guaranteed or
insured by an entity so rated, and, in each case, the obligations of which under such Interest Rate
Swap Agreement are continuously and fully secured by Investment Securities described in clauses
(2) of the definition thereof) which shall have a market value determined, by the party designated
in such Interest Rate Swap Agreement, at least monthly (exclusive of accrued interest), at least
equal to the termination value, if any, that would be payable by such counterparty under the Interest
Rate Swap Agreement and which shall be deposited with a custodian acceptable to the Authority.
The ratings of the counterparties in the above definition are determined as of the date of execution
of the interest rate swap agreement.

“Investment Securities”’ has the meaning set forth in the Indenture.
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“IRS” means the United States Internal Revenue Service, or any Governmental Authority
succeeding to any of its principal functions.

“Level Debt Service” means a debt service schedule in which the combined annual amount
of principal and interest payments remain approximately constant over the life of such debt service.

“LIBOR Index Rate” means a fluctuating rate of interest which can change on each
Business Day. The rate will be adjusted on each Business Day to equal the London Interbank
Offered Rate (or a comparable or successor rate which is approved by the Bank) for U.S. Dollar
deposits for delivery on the date in question for a one month term beginning on that date. The
Bank will use the London Interbank Offered Rate as published by Bloomberg (or other
commercially available source providing quotations of such rate as selected by the Bank from time
to time) as determined at approximately 11:00 a.m. London time on such day, as adjusted from
time to time in the Bank’s sole discretion for reserve requirements, deposit insurance assessment
rates and other regulatory costs. If such rate is not available at such time for any reason, then the
rate will be determined by such alternate method as reasonably selected by the Bank. Ifthe LIBOR
Index Rate shall be less than zero, such rate shall be deemed zero for purposes of this Agreement.

“Lien” means any mortgage, pledge, hypothecation, assignment, deposit arrangement,
encumbrance, lien (statutory or other), charge, or preference, priority or other security interest or
preferential arrangement in the nature of a security interest of any kind or nature whatsoever
(including any conditional sale or other title retention agreement, any easement, right of way or
other encumbrance on title to real property, and any financing lease having substantially the same
economic effect as any of the foregoing).

“Loan” or “Loans” has the meaning set forth in Section 2.1 hereof.

“Loan Notice” means a request for a Loan, pursuant to Section 2.2(a) hereof, which shall
be substantially in the form of Exhibit A attached hereto or such other form as may be approved
by the Bank (including any form on an electronic platform or electronic transmission system as
shall be approved by the Bank), appropriately completed and signed by an Authorized
Representative.

“MADS Debt” means collectively, the Loans, the Obligations, any Parity Debt, any Senior
Lien Debt and any Subordinate Obligations.

“Margin Stock” has the meaning ascribed to such term in Regulation U promulgated by
the FRB, as now and hereafter from time to time in effect.

“Material Adverse Change” or “Material Adverse Effect” means any event or occurrence
(including, without limitation, a change in Applicable Law) that causes a material adverse change
in or a material adverse effect on (A) the validity or enforceability of, and the ability of the
Authority to perform any of its obligations under, this Agreement, any of the other the Program
Documents, the Act, the Sales Tax Law or the Ordinance, (B) the Authority’s ability or obligation
to make payments of principal or interest on any Senior Lien Debt, any Parity Debt, the Bank Note,
the Loans or the payment of any of the Obligations, (C) the validity, enforceability or perfection
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of the pledge of and lien on Revenues securing the payments of principal or interest on the Bank
Note, the Loans or the Obligations or (D) the rights, interests, security or remedies of the Bank
under this Agreement or any of the other Program Documents; provided however, that a reduction
in Sales Tax Revenues collected or received by the Authority, shall not, in and of itself, constitute
a “Material Adverse Change” or “Material Adverse Effect” if as of the date of determination of
whether a “Material Adverse Change” or “Material Adverse Effect” has occurred as required in
this Agreement, the Debt Service Coverage Ratio has been equal to or greater than 2.50:1.0 at the
end of each fiscal quarter of the Authority for the 12-month period then ended immediately
preceding the date of determination.

“Maximum Annual Debt Service” means the greatest amount of principal and interest
becoming due and payable on all Senior Lien Debt, the Loans, the Obligations, all Parity Debt and
all Subordinate Obligations for the then current or any future Fiscal Year, calculated using the
principles and assumptions set forth under the definition of Annual Debt Service.

“Maximum Rate” means the maximum non-usurious lawful rate of interest permitted by
Applicable Law.

“Moody’s” means Moody’s Investors Service, Inc. and any successor rating agency.

“More Favorable Term” has the meaning set forth in Section 6.9 hereof.

“Obligations” means any and all obligations of the Authority to repay the Bank the Loans
and the Bank Note, including, all interest accrued thereon, the Commitment Fees, all fees and
charges due and payable hereunder, under the Fee Agreement and under the Bank Note, and
including interest and fees that accrue after the commencement by or against the Authority of any
proceeding under any Debtor Relief Laws naming the Authority as the debtor in such proceeding,
regardless of whether such interest and fees are allowed claims in such proceeding, the fees set
forth in the Fee Agreement, and all other payment obligations of the Authority owed to the Bank

under the terms of this Agreement, the Fee Agreement or the Bank Note.

“OCTA” means the Orange County Transportation Authority, a public entity duly
organized and existing under the laws of the State.

“OFAC” means the United States Department of Treasury Office of Foreign Assets
Control.

“Ordinance” has the meaning set forth in the recitals hereof.
“Original Closing Date” means July 26, 2017.
“Outstanding ” has the meaning set forth in the Indenture.

“Parent” means, with respect to the Bank, any Person controlling the Bank.
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“Parity Debt” means all Debt of the Authority for borrowed money or any interest rate
swap agreement having an equal lien upon the Sales Tax Revenues and therefore payable on a
parity with the Bank Note, the Loans (whether or not any Loans are outstanding) and the other
Obligations; provided, however, that any payments with respect to an interest rate swap agreement
which represent termination payments or unwinding payments shall be Subordinate Obligations.

“Participant” has the meaning set forth in Section 9.3(b) hereof.
“Participation” has the meaning set forth in Section 9.3(b) hereof.

“Payment Office” means Bank of America, N.A., ABA #: 026009593, Account #:
1365840632100, Ref: Orange County Transportation Authority - # 130278, Attn: BLSF&O
OPERATIONS, Bank to Bank Instructions: Loan Wire Account, or such other office as the Bank
may designate from time to time.

“Person” means an individual, a corporation, a partnership, an association, a limited
liability company, a trust or any other entity or organization, including a government or political
subdivision or any agency or instrumentality thereof.

“Prime Rate” means on any day, the rate of interest per annum then most recently
established by the Bank as its “prime rate.” The “prime rate” is a rate set by the Bank based
upon various factors including the Bank’s costs and desired return, general economic conditions
and other factors, and is used as a reference point for pricing some loans, which may be priced at,
above, or below such announced rate. Any change in such rate announced by the Bank shall take
effect at the opening of business on the day specified in the public announcement of such change.
Notwithstanding anything herein to the contrary, if the Prime Rate determined as provided above
would be less than zero percent (0.0%), then the Prime Rate shall be deemed to be zero percent
(0.0%).

“Program Documents” means this Agreement, the Bank Note, the Indenture, the BOE
Agreement, the Ordinance and any other documents related to any of the foregoing or executed in
connection therewith, and any and all future renewals and extensions or restatements of, or
amendments or supplements to, any of the foregoing permitted hereunder and thereunder.

“Project” has the meaning set forth in the TIFIA Loan Agreement.

“Property” means any interest in any kind of property or asset, whether real, personal or
mixed, or tangible or intangible, whether now owned or hereafter acquired.

“Rating Agencies” means any of Fitch, Moody’s or S&P, as applicable.
“Revenues” has the meaning set forth in the Indenture.

“Risk-Based Capital Guidelines ” means (i) the risk-based capital guidelines in effect in the
United States, including transition rules, and (ii)the corresponding capital regulations
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promulgated by regulatory authorities outside the United States including transition rules, and any
amendments to such regulations.

“S&P” means S&P Global Ratings, and any successor rating agency.

“Sales Tax” has the meaning set forth in the Indenture.

“Sales Tax Expiration Date” has the meaning set forth in the Indenture.

“Sales Tax Law” has the meaning set forth in the recitals hereof.

“Sales Tax Revenues” has the meaning set forth in the Indenture.

“Sanction(s)” means any sanction administered or enforced by the United States
Government (including, without limitation, OFAC), the United Nations Security Council, the

European Union, Her Majesty’s Treasury or other relevant sanctions authority.

“SEC” means the Securities and Exchange Commission, or any Governmental Authority
succeeding to any of its principal functions.

“Senior Lien Bond Indenture” has the meaning set forth in the recitals hereof.

“Senior Lien Debt” means all Debt of the Authority having a lien upon the Sales Tax
Revenues that is senior to that of the Loans and the other Obligations and any Parity Debt and
Subordinate Obligations.

“SIFMA Municipal Swap Index” has the meaning set forth in the Indenture.

“Special Event of Default” means the Events of Default described in Section 7.1(a)(i), (d),
(e), (), (2), (h), (1), (k), (1) or (m) hereof.

“State” means the State of California.

“Subordinate Obligations ” means any obligations of the Authority secured by and payable
from Sales Tax Revenues on a basis which is subordinate to the Senior Lien Debt, the Loans, the
other Obligations and the Parity Debt.

“Subordinate Obligations Fund” has the meaning set forth in the Indenture.

“Supplemental Indenture” has the meaning set forth in the recitals hereof

“Swap Contract” means (a) any and all rate swap transactions, basis swaps, total return
swaps, credit derivative transactions, forward rate transactions, commodity swaps, commodity
options, forward commodity contracts, equity or equity index swaps or options, bond or bond price

or bond index swaps or options or forward bond or forward bond price or forward bond index
transactions, interest rate options, forward foreign exchange transactions, cap transactions, floor
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transactions, collar transactions, currency swap transactions, cross-currency rate swap
transactions, currency options, spot contracts, or any other similar transactions or any combination
of any of the foregoing (including any options to enter into any of the foregoing), whether or not
any such transaction is governed by or subject to any master agreement, and (b) any and all
transactions of any kind, and the related confirmations, which are subject to the terms and
conditions of, or governed by, any form of master agreement published by the International Swaps
and Derivatives Association, Inc., any International Foreign Exchange Master Agreement, or any
other master agreement (any such master agreement, together with any related schedules, a
“Master Agreement’), including any such obligations or liabilities under any Master Agreement.

“TIFIA Loan Agreement” means the TIFIA Loan Agreement dated as of July 26, 2017,
by and between the OCTA and the United State Department of Transportation, relating to the
Project, as the same may be amended, modified, supplemented or restated in accordance with the
terms thereof.

“Trustee’” has the meaning set forth in the recitals hereof.

“Unreimbursed Loan Rate” means solely with respect to a failure to repay a Loan on the
date such Loan is made (and so long as no other Event of Default has occurred and is continuing),
(1) for any day commencing on the date such Loan is made up to and including the earlier of the
sixtieth (60th) day next succeeding the date such Loan is made, equal to the Base Rate from time
to time in effect plus 4.0% (without regard to clause (iv) of the definition of Base Rate), and (ii) for
any day commencing on the sixty-first (61st) day next succeeding the date Loan is made to and
thereafter, equal to the Default Rate.

The foregoing definitions shall be equally applicable to both the singular and plural forms
of the defined terms. Any capitalized terms used herein which are not specifically defined herein
shall have the same meanings herein as in the Indenture. All references in this Agreement to times
of day shall be references to New York time (daylight or standard, as applicable) unless otherwise
expressly provided herein. Unless otherwise inconsistent with the terms of this Agreement, all
accounting terms shall be interpreted and all accounting determinations hereunder shall be made
in accordance with GAAP. If at any time any change in GAAP would affect the computation of
any financial ratio or requirement set forth in any Program Document, and either the Authority or
the Bank shall so request, the Bank and the Authority shall negotiate in good faith to amend such
ratio or requirement to preserve the original intent thereof in light of such change in GAAP;
provided that, until so amended, (A) such ratio or requirement shall continue to be computed in
accordance with GAAP prior to such change therein and (B) the Authority shall provide to the
Bank financial statements and other documents required under this Agreement or as reasonably
requested hereunder setting forth a reconciliation between calculations of such ratio or requirement
made before and after giving effect to such change in GAAP.

ARTICLE TwWO
THE LOAN FACILITY

Section 2.1.  Loans. Subject to the terms and conditions hereof, the Bank agrees to make
one or more term loans (each a “Loan’” and collectively, “Loans”) to the Authority in an amount
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not to exceed the Commitment. Loans shall be advanced on or after the Effective Date and, in any
event, on or prior to the Commitment Expiration Date (the “Borrowing”) subject to the terms of
Section 4.2 hereof and, on the Commitment Expiration Date, the Commitment shall terminate.
The Bank shall not be required to make more than three (3) Loans in any calendar year. No amount
of a Loan may be reborrowed once any portion of such Loan is repaid and the Commitment shall
not be reinstated for any amount of any Loan repaid.

Section 2.2.  Borrowing of Loans. (a) Each Loan shall be made upon OCTA’s irrevocable
notice to the Bank, which may be given by a Loan Notice. The Loan Notice must be received by
the Bank not later than 11:00 a.m. five (5) Business Days prior to the requested date of the Loan.
The Loan Notice (whether telephonic or written) shall specify (i) the requested date of the Loan
(which shall be a Business Day), (ii) the principal amount of the Loan to be borrowed and (iii) a
certification from OCTA that the conditions precedent set forth in Section 4.2 hereof have been
satisfied.

(b) Following receipt of a Loan Notice, upon satisfaction of the applicable conditions set
forth in Section 4.2, the Bank shall make the requested funds available to OCTA or to such party
as directed by OCTA by wire transfer of such funds, in each case in accordance with instructions
provided to (and reasonably acceptable to) the Bank by OCTA.

(c)  Upon honoring the Loan Notice, the Bank shall be deemed to have made a loan to the
Authority at the direction and on behalf of the Authority and OCTA and the Loan shall be deemed
made to the Authority on the date the Loan Notice is honored hereunder, the proceeds of which
Loan shall be used to pay the costs of the non-tolled portion of the Project and to satisfy the
condition set forth in Section 13(a)(i) of the TIFIA Loan Agreement.

Section 2.3.  Bank Note. The Loans and all other Obligations shall be made against and
evidenced by the Authority’s promissory note payable to the order of the Bank in the principal
amount equal to the Commitment, such note to be executed and delivered to the Bank on the
Effective Date in the form of Exhibit B attached hereto with appropriate insertions (the “Bank
Note”). The Loans and all other Obligations due and owing the Bank and all payments and
prepayments on the account of the principal of and interest on the Loans and each other Obligation
shall be recorded by the Bank on its books and records, which books and records shall, absent
manifest error, be conclusive as to amounts due and owing by the Authority hereunder and under
the Bank Note. Any failure to so record or any error in doing so shall not, however, limit,
extinguish or in any way modify or otherwise affect the obligation of the Authority hereunder to
pay any amount owing with respect to the Loans and the other Obligations. The Authority shall
pay principal and interest on the Bank Note on the dates and at the rates provided for in Sections 2.3
and 2.4 hereof.

Section 2.4.  Repayment of Loans. The Authority agrees to reimburse the Bank for the full
amount of each Loan immediately upon payment by the Bank of the Loan. If the Authority does
not make such reimbursement to the Bank with respect to the Loan on such date, the Loan shall
bear interest at the Unreimbursed Loan Rate. Interest on the Loan shall be due and payable by the
Authority in arrears on each Interest Payment Date applicable thereto and at such other times as
may be specified herein. Interest on the Loan and the other Obligations shall be due and payable
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in accordance with the terms hereof before and after judgment, and before and after the
commencement of any proceeding under any Debtor Relief Law.

Section 2.5.  Fees. The Authority hereby agrees to perform the obligations provided for
in the Fee Agreement, including, without limitation, the payment any and all fees and expenses
provided for therein, on the dates, at the times and in the amounts set forth therein. The terms and
provisions of the Fee Agreement are hereby incorporated herein by reference as if fully set forth
herein. The Fee Agreement and this Agreement shall be construed as one agreement between the
Authority and the Bank and any reference to this Agreement shall be deemed to include a reference
to the Fee Agreement. All references to amounts or obligations due hereunder or in this Agreement
shall be deemed to include all amounts and obligations (including without limitation fees and
expenses) under the Fee Agreement and all obligations under the Fee Agreement shall be construed
as obligations hereunder. All fees paid under this Agreement and the Fee Agreement shall be fully
earned when due and nonrefundable when paid.

Section 2.6.  Method of Payment; Etc. All payments to be made by the Authority under
this Agreement shall be made in lawful money of the United States and in immediately available
funds at the Payment Office of the Bank not later than 4:00 p.m. on the date when due and shall
be made by wire transfer in lawful money of the United States of America in freely transferable
and immediately available funds. All payments to be made by the Authority shall be made without
condition or deduction for any counterclaim, defense, recoupment or setoff. All payments received
by the Bank after 4:00 p.m. shall be deemed received on the next succeeding Business Day and
any applicable interest or fee shall continue to accrue.

Section 2.7.  Termination of Commitment; Reduction of Commitment. (a)
Notwithstanding any provisions of this Agreement or any Program Document to the contrary, upon
five (5) days prior written notice to the Bank, the Authority may permanently reduce the
Commitment in accordance with the terms hereof.

(b) Notwithstanding any provisions of this Agreement or any Program Document to
the contrary, the Authority agrees not to terminate the Commitment except upon (i) the payment
to the Bank of all Obligations payable hereunder and under the Fee Agreement, including, without
limitation, all principal and accrued interest due and owing on the Loan or the Bank Note and
(i1) the Authority providing the Bank with thirty (30) days prior written notice of its intent to
terminate Commitment.

(©) All payments to the Bank referred to in this Section 2.7 hereof shall be made in
immediately available funds on or prior to the date of termination or reduction of the Commitment.

Section 2.8.  Computation of Interest and Fees. Fees payable hereunder and under the Fee
Agreement shall be calculated on the basis of a year of 360 days and the actual number of days
elapsed. All computations of interest payable by the Authority under this Agreement shall be made
on the basis of a year of 365 or 366 days, as the case may be, and the actual number of days elapsed.
Interest shall accrue during each period during which interest is computed from and including the
first day thereof to but excluding the last day thereof.
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Section 2.9.  Payment Due on Non-Business Day to Be Made on Next Business Day. 1f
any sum becomes payable pursuant to this Agreement or the Fee Agreement on a day which is not
a Business Day, the date for payment thereof shall be extended, without penalty, to the next
succeeding Business Day, and such extended time shall be included in the computation of interest
and fees.

Section 2.10.  Default Rate. Subject to Section 2.4, if the principal amount of a Loan and
any other Obligation is not paid when due or upon the occurrence of any other Event of Default,
the Loans and such other Obligations shall bear interest until paid in full at a rate per annum equal
to the Default Rate, payable upon demand.

Section 2.11.  Source of Funds. All payments made by the Bank hereunder shall be made
from funds of the Bank, and not from the funds of any other Person.

Section 2.12.  Extension of Commitment Termination Date. 1f the Authority on any date
which is not more than ninety (90) days prior to, but not less than sixty (60) days prior to, the then
current Commitment Termination Date, submits to the Bank a written request for an extension of
the Commitment Termination Date for a period as specified in such written request, the Bank will
respond to such request (by providing prior written notice to the Authority) within thirty (30) days
after receipt of all information necessary, in the Bank’s reasonable judgment, to permit the Bank
to make an informed credit decision. In the event the Bank fails to definitively respond to such
request within such period of time, the Bank shall be deemed to have refused to grant the extension
requested. The Bank may, in its sole and absolute discretion, decide to accept or reject any such
proposed extension and no extension shall become effective unless the Bank shall have consented
thereto in writing. The consent of the Bank, if granted, shall be conditioned upon the preparation,
execution and delivery of documentation in form and substance reasonably satisfactory to the Bank
and consistent with this Agreement. If such an extension request is accepted by the Bank in its
sole and absolute discretion, the then current Commitment Termination Date shall be extended to
the date agreed by the Authority and the Bank.

Section 2.13.  Net of Taxes, Etc.

(@) Taxes. To the extent permitted by law, any and all payments to the Bank by the
Authority hereunder and under the Fee Agreement shall be made free and clear of and without
deduction for any and all taxes, levies, imposts, deductions, charges, withholdings or liabilities
imposed thereon, excluding, however, taxes imposed on or measured by the net income or capital
of the Bank (and foreclosure taxes imposed in lieu of net income taxes) by any jurisdiction or any
political subdivision or taxing authority thereof or therein solely as a result of a connection between
the Bank and such jurisdiction or political subdivision (all such non-excluded taxes, levies,
imposts, deductions, charges, withholdings and liabilities being hereinafter referred to as
“Taxes”). To the best knowledge of the undersigned officers of the Bank, there are no such taxes
currently imposed or required to be withheld or deducted by the Bank. If the Authority shall be
required by law to withhold or deduct any Taxes imposed by the United States or any political
subdivision thereof from or in respect of any sum payable hereunder or under the Fee Agreement
to the Bank, to the extent permitted by law, (i) the sum payable shall be increased as may be
necessary so that after making all required deductions (including deductions applicable to
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additional sums payable under this Section 2.13), the Bank receives an amount equal to the sum it
would have received had no such deductions been made, (ii) the Authority shall make such
deductions and (iii) the Authority shall pay the full amount deducted to the relevant taxation
authority or other authority in accordance with Applicable Law. If the Authority shall make any
payment under this Section 2.13 to or for the benefit of the Bank with respect to Taxes and if the
Bank shall claim any credit or deduction for such Taxes against any other taxes payable by the
Bank to any taxing jurisdiction in the United States then the Bank shall pay to the Authority an
amount equal to the amount by which such other taxes are actually reduced; provided that the
aggregate amount payable by the Bank pursuant to this sentence shall not exceed the aggregate
amount previously paid by the Authority with respect to such Taxes. In addition, to the extent
permitted by law, the Authority agrees to pay any present or future stamp, recording or
documentary taxes and any other excise or property taxes, charges or similar levies that arise under
the laws of the United States of America or the State of New York or any other taxing jurisdiction
from any payment made hereunder or under the Fee Agreement or from the execution or delivery
or otherwise with respect to this Agreement (hereinafter referred to as “Other Taxes”’). The Bank
shall provide to the Authority within a reasonable time a copy of any written notification it receives
with respect to Taxes or Other Taxes owing by the Authority to the Bank hereunder provided that
the Bank’s failure to send such notice shall not relieve the Authority of its obligation to pay such
amounts hereunder.

(b)  Indemnity. The Authority shall, to the fullest extent permitted by law and subject to
the provisions hereof, indemnify the Bank for the full amount of Taxes and Other Taxes including
any Taxes or Other Taxes imposed by any jurisdiction on amounts payable under this Section 2.13
paid by the Bank or any liability (including penalties, interest and expenses) arising therefrom or
with respect thereto, whether or not such Taxes or Other Taxes were correctly or legally asserted;
provided that the Authority shall not be obligated to indemnify the Bank for any penalties, interest
or expenses relating to Taxes or Other Taxes arising from the Bank’s gross negligence or willful
misconduct. The Bank agrees to give notice to the Authority of the assertion of any claim against
the Bank relating to such Taxes or Other Taxes as promptly as is practicable after being notified
of such assertion; provided that the Bank’s failure to notify the Authority promptly of such
assertion shall not relieve the Authority of its obligation under this Section 2.13. Payments by the
Authority pursuant to this indemnification shall be made within thirty (30) days from the date the
Bank makes written demand therefor, which demand shall be accompanied by a certificate
describing in reasonable detail the basis thereof. The Bank agrees to repay to the Authority any
refund (including that portion of any interest that was included as part of such refund) with respect
to Taxes or Other Taxes paid by the Authority pursuant to this Section 2.13 received by the Bank
for Taxes or Other Taxes that were paid by the Authority pursuant to this Section 2.13 and to
contest, with the cooperation and at the expense of the Authority, any such Taxes or Other Taxes
which the Bank or the Authority reasonably believes not to have been properly assessed.

(¢) Notice. Within thirty (30) days after the date of any payment of Taxes or Other Taxes
by the Authority, the Authority shall furnish to the Bank, the original or a certified copy of a receipt
evidencing payment thereof.

(d)  Survival of Obligations. The obligations of the Authority under this Section 2.13

shall survive the termination of this Agreement.
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Section 2.14.  Increased Costs. (a) If the Bank, its Parent or any Participant (each an
“Increased Cost Party”) shall have determined that a Change of Law shall (A) change the basis
of taxation of payments to such Increased Cost Party of any amounts payable hereunder or under
the Fee Agreement (except for taxes on the overall net income of such Increased Cost Party),
(B) impose, modify or deem applicable any reserve, special deposit or similar requirement against
making or maintaining its obligations under this Agreement or assets held by, or deposit with or
for the account of, such Increased Cost Party or (C) impose on such Increased Cost Party any other
condition regarding this Agreement or under the Fee Agreement, and the result of any event
referred to in clause (A), (B) or (C) above shall be to increase the cost to such Increased Cost Party
of making or maintaining its obligations hereunder or under the Fee Agreement, or to reduce the
amount of any sum received or receivable by such Increased Cost Party hereunder, then, the
Authority shall pay to the Bank, its Parent or any Participant, as applicable, at such time and in
such amount as is set forth in paragraph (d) of this Section 2.14, such additional amount or amounts
as will compensate such Increased Cost Party for such increased costs or reductions in amount.

(b) Ifthe Bank, its Parent or any Participant shall have determined that a Change of Law
shall impose, modify or deem applicable any capital or liquidity adequacy or similar requirement
(including, without limitation, a request or requirement that affects the manner in which such
Increased Cost Party, allocates capital resources to its commitments, including its obligations
under liquidity facilities) that either (A) affects or would affect the amount of capital to be
maintained by such Increased Cost Party or (B) reduces or would reduce the rate of return on such
Increased Cost Party’s capital to a level below that which such Increased Cost Party could have
achieved but for such circumstances (taking into consideration such Increased Cost Party’s policies
with respect to capital adequacy), then, the Authority shall pay to such Increased Cost Party, at
such time and in such amount as is set forth in paragraph (d) of this Section 2.14, such additional
amount or amounts as will compensate such Increased Cost Party for such cost of maintaining
such increased capital or such reduction in the rate of return on such Increased Cost Party’s capital.

(c) Notwithstanding the foregoing, for purposes of this Section 2.14, (i) all requests,
rules, guidelines or directives in connection with the Dodd-Frank Wall Street Reform and
Consumer Protection Act shall be deemed to be a Change of Law, as of the date enacted, adopted
or issued, and (ii) all requests, rules, guidelines or directives promulgated by the Bank for
International Settlements, the Basel Committee on Banking Regulations and Supervisory Practices
(or any successor or similar authority) or any Governmental Authority shall be deemed a Change
of Law as of the date enacted, adopted or issued.

(d)  All payments of amounts referred to in paragraph (a) and (b) of this Section 2.14 shall
be due thirty (30) calendar days following the Authority’s receipt of notice thereof. Interest on the
sums due as described in paragraph (a) and (b) of this Section 2.14, and in the preceding sentence,
shall begin to accrue from the date when the payments were first due and shall otherwise be
payable in accordance with Section 2.14 hereof; provided, that from and after the required date of
payment, interest shall begin to accrue on such obligations at a rate per annum equal to the Default
Rate until such delinquent payments have been paid in full. A certificate as to such increased cost,
increased capital or reduction in return incurred by the Bank, its Parent or any Participant as a
result of any event mentioned in paragraph (a) or (b) of this Section 2.14 setting forth, in reasonable
detail, the basis for calculation and the amount of such calculation shall be submitted by such
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Increased Cost Party to the Authority and shall be conclusive (absent manifest error) as to the
amount thereof. In making the determinations contemplated by the above referenced certificate,
such Increased Cost Party may make such reasonable estimates, assumptions, allocations and the
like that such Increased Cost Party in good faith determines to be appropriate. Any such increased
costs due under paragraph (a) or (b) above shall be reduced or eliminated if the event causing such
increase is modified or ceases to exist.

(e) The obligations of the Authority under this Section 2.14 shall survive the termination
of this Agreement.

Section 2.15.  Margin Regulations. No portion of the proceeds of any Loan shall be used
by the Authority (or any Person on behalf of the Authority) for the purpose of “purchasing” or
“carrying” any margin stock or used in any manner which might cause the borrowing or the
application of such proceeds to violate Regulation G, Regulation U or X of the Board of Governors
of the Federal Reserve System or any other regulation of the Authority or to violate the Securities
Exchange Act of 1934, as amended, in each case as in effect on the date or dates of each Loan and
such use of proceeds.

Section 2.16.  Maximum Rate; Payment of Fee. If the rate of interest payable hereunder or
under the Fee Agreement shall exceed the Maximum Rate for any period for which interest is
payable, then (i) interest at the Maximum Rate shall be due and payable with respect to such
interest period and (i) interest at the rate equal to the difference between (A) the rate of interest
calculated in accordance with the terms hereof without regard to the Maximum Rate and (B) the
Maximum Rate (the “Excess Interest”), shall be deferred until such date as the rate of interest
calculated in accordance with the terms hereof or the Fee Agreement, if applicable, ceases to
exceed the Maximum Rate, at which time the Authority shall pay to the Bank with respect to
amounts then payable to the Bank that are required to accrue interest hereunder or the Fee
Agreement, if applicable, such portion of the deferred Excess Interest as will cause the rate of
interest then paid to the Bank to equal the Maximum Rate, which payments of deferred Excess
Interest shall continue to apply to such unpaid amounts hereunder and the Fee Agreement, if
applicable, until all Excess Interest is fully paid to the Bank. Upon the termination of the
Commitment and this Agreement, in consideration for the limitation of the rate of interest
otherwise payable hereunder and under the Fee Agreement, the Authority shall pay to the Bank a
fee equal to the amount of all unpaid Excess Interest.

ARTICLE THREE
SECURITY

Section 3.1.  Security. The Loans and the other Obligations are special limited obligations
of the Authority and shall constitute Subordinate Obligations (in this case only as defined in the
Indenture) under the Indenture. The Loans and the other Obligations shall be limited obligations
of the Authority, shall be payable as to both principal and interest from, and shall be secured by a
pledge of, lien on and security interest in the Sales Tax Revenues (including Revenues) deposited
to the Subordinate Obligations Fund, including earnings on such amounts, subject only to the
provisions of the Indenture permitting the application thereof for the purposes and on the terms
and conditions set forth therein, which pledge, lien and security interest shall be junior and
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subordinate only to the pledge of Sales Tax Revenues (including Revenues) in favor of the Senior
Lien Debt and the obligation to fund the reserves relating thereto pursuant to the express terms of
the Indenture. Subject to the provisions of the Indenture, the Authority hereby secures the payment
of the Loans and the other Obligations and grants a pledge of and lien on (i) the Sales Tax Revenues
(including Revenues) deposited into the Subordinate Obligations Fund and (ii) the Subordinate
Obligations Fund. The Obligations hereunder shall be deemed Subordinate Obligations (in this
case only as defined in the Indenture) for all purposes of the Indenture. Such Revenues and the
other moneys hereby pledged to the payment of the Authority’s Obligations hereunder shall
immediately be subject to the Lien of this pledge without any physical delivery thereof or further
act, and the Lien of this pledge shall be valid and binding as against all parties having claims of
any kind in tort, contract or otherwise against the Authority, irrespective of whether such parties
have notice thereof. The Authority will take all actions and do all things necessary to maintain the
pledge of and the lien on (i) the Sales Tax Revenues (including Revenues) deposited into the
Subordinate Obligations Fund and (ii) the Subordinate Obligations Fund as provided in the
Indenture and herein.

ARTICLE FOUR
CONDITIONS PRECEDENT

Section 4.1.  Conditions Precedent to Effectiveness of the Agreement. As conditions
precedent to the effectiveness of this Agreement, (a) the Authority shall provide to the Bank on
the Effective Date, each in form and substance satisfactory to the Bank and the Bank’s counsel,
Chapman and Cutler LLP (hereinafter, “Bank’s counsel”):

(1)  Approvals. The Bank shall have received (A) a certified copy of the
Ordinance and any amendment, proposed or otherwise, relating thereto, (B) executed
originals of this Agreement and the Fee Agreement, (C) executed or certified copies, as
applicable, of each of the other Program Documents and (D) copies of a resolution adopted
by the Authority approving the execution and delivery by the Authority of this Agreement,
the Fee Agreement, the Bank Note and the other Program Documents, in each case,
certified by an Authorized Representative of the Authority as complete and correct as of
the date hereof (together with a certificate of an Authorized Representative of the
Authority, dated the Effective Date, stating that such Program Documents and approvals
are in full force and effect on the Effective Date and have not been amended, repealed,
rescinded, or supplemented in any manner, except for such amendments made in
accordance with the express terms of such Program Documents).

(1)  Certificate and Incumbency of Authority Officials. The Bank shall have
received an incumbency certificate of the Authority in respect of each of the officials who
is authorized to (A) execute this Agreement, the Fee Agreement, the Bank Note and the
other Program Documents on behalf of the Authority and (B) take actions for the Authority
under this Agreement, the Fee Agreement, the Bank Note and the other Program
Documents and a certificate of an Authorized Representative of the Authority, dated the
Effective Date, certifying that (A) each of the Authority’s representations and warranties
contained herein and the other Program Documents is true and correct on and as of the
Effective Date as though made on and as of such date, (B) no Default or Event of Default
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has occurred and is continuing or will result from the execution and delivery by the
Authority of this Agreement, the Fee Agreement and the issuance of the Bank Note, (C)
since June 30, 2019, except as disclosed to the Bank in writing, there has been no Material
Adverse Change and there has been no material adverse change in the laws, rules or
regulations (or their interpretation or administration) has occurred that, in any case, may
adversely affect the consummation of the transactions contemplated hereby or by any
Program Document, (D) all conditions precedent set forth in this Article IV have been
satisfied and (E) all conditions precedent set forth in the Indenture with respect to
incurrence of each Loan and other Obligations hereunder shall have been satisfied;

(ii1))  Opinion of Bond Counsel. An opinion of Nossaman LLP, Bond Counsel
for the Authority, dated the Effective Date, together with a reliance letter addressed to the
Bank with respect thereto, including, without limitation, (1) this Agreement, the Fee
Agreement, the Bank Note and the other Program Documents are legal, valid and binding
agreements of the Authority, subject to standard exceptions and (2) the pledge in favor of
the Bank contained in Section 3.1 hereof and the Supplemental Indenture is a valid and
binding and legal pledge of the Sales Tax Revenues (including Revenues), including
earnings on such amounts.

(iv)  Bank Note. The Bank shall have received the executed Bank Note payable
to the Bank.

(v)  Indenture. The Bank shall have received the fully executed copy of the
Indenture, including any amendments or supplements thereto, if any, which have been
adopted as of the Effective Date, and a certified copy of the resolution of the Authority
approving and authorizing this Agreement and the Bank Note in form and substance
satisfactory to the Bank and of the Ordinance, each certified by an Authorized
Representative of the Authority as being in full force and effect.

(vi)  Fees, Etc. The Bank shall have received payment of the fees, costs and
expenses to be paid on or prior the Effective Date referred to in Section 9.6 hereof and
pursuant to the Fee Agreement.

(vil)  Other Documents. The Bank shall have received such other documents,
certificates, and opinions as the Bank and its counsel shall have reasonably requested.
There shall have been delivered to the Bank such information and copies of documents,
approvals (if any) and records (certified, where appropriate) of corporate and legal
proceedings as the Bank may have requested relating to the entering into and performance
by each of the parties (other than the Bank) thereto, of each of the Program Documents or
the transactions contemplated thereby satisfactory to the Bank. The Bank shall have
received such financial information, budgets, projections, and other documents,
instruments, approvals, opinions, investment policies and guidelines for permitted
investments of the Authority (and, if requested by the Bank, certified duplicates or executed
copies thereof) as the Bank may reasonably request. All proceedings in connection with
this Agreement, and all documents incidental thereto, shall be satisfactory to the Bank and
its counsel.
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(b) No Default, Material Adverse Change, Etc. (1) No Default or Event of Default shall
have occurred and be continuing as of the date hereof or will result from the execution and delivery
by the Authority of this Agreement and the issuance of the Bank Note, (i1) the representations and
warranties and covenants made by the Authority in Articles Five and Six hereof shall be true and
correct in all material respects on and as of the Effective Date, as if made on and as of such date,
and (ii1) the Bank in its sole discretion shall have determined that no Material Adverse Change or
material adverse change in the ratings, financial condition, business, assets, liabilities or prospects
of the Authority shall have occurred since June 30, 2019, and there has been no material adverse
change in the laws, rules, regulations or guidelines (or their interpretation or administration) has
occurred that, in any case, may adversely affect the consummation of the transactions
contemplated hereby or by any Program Document.

(©) Prior to the Effective Date, the Bank shall have received a written description of all
actions, suits or proceedings pending or, to the Authority’s knowledge, threatened against the
Authority in any court or before any arbitrator of any kind or before or by any governmental or
non-governmental body which could reasonably be expected to result in a Material Adverse Effect,
if any, and such other statements, certificates, agreements, documents and information with respect
thereto as the Bank may reasonably request.

Section 4.2.  Conditions Precedent to Loans. The obligation of the Bank to make a Loan
is subject to the satisfaction of each condition in Section 4.1 hereof on or prior to the Effective
Date, receipt by the Bank of a properly presented and conforming Loan Notice in accordance with
Section 2.2(a) hereof and the satisfaction of the further condition that (i) no Special Event of
Default shall have occurred and be continuing and (ii) the Authority shall have not failed to
reimburse the Bank for the full amount of a Loan immediately upon payment by the Bank of a
Loan.

Unless the Authority shall have previously advised the Bank in writing that (i) any or all
of the representations and warranties contained in Article Five of this Agreement (other than those
representations and warranties that expressly relate to an earlier date) are not true and correct in
all material respects as of such date or (ii) any event has occurred and is continuing, or would result
from the Loan, which constitutes a Default or Event of Default, then the Authority shall be deemed
to have represented and warranted on the date of the Loan that (i) the representations and
warranties contained in Article Five of this Agreement (other than those representations and
warranties that expressly relate to an earlier date) are true and correct in all material respects as of
such date and (ii) no event has occurred and is continuing, or would result from such payment,
which constitutes a Default or Event of Default.

ARTICLE FIVE
REPRESENTATIONS AND WARRANTIES

In order to induce the Bank to enter into this Agreement, the Authority represents and
warrants to the Bank as follows:

Section 5.1.  Organization; Existence. The Authority is duly organized and validly
existing as a local transportation authority pursuant to the Act.
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Section 5.2. Power and Authority. The Authority has and had at the time of adoption,
execution, delivery, issuance, sale or performance full power, right and authority to (i) execute,
deliver and perform its obligations under the Indenture, each of the other Program Documents to
which it is a party, the Act and the Sales Tax Law, any and all instruments and documents required
to be executed, adopted or delivered pursuant to or in connection herewith or therewith, (ii) issue
the Bank Note as provided in the Program Documents and make payment of principal and interest,
if any, on the Bank Note and to pay the Obligations and the Bank Note at the times and in the
manner set forth herein, and (iii) perform each and all of the matters and things herein and therein
provided for and the Authority has complied in all material respects with the laws of the State of
California in all matters relating to such execution, delivery and performance.

Section 5.3.  Due Authorization, Etc. The Ordinance has been duly adopted and each of
the Program Documents to which the Authority is a party have been duly authorized, executed,
issued and delivered. This Agreement and each of the other Program Documents to which the
Authority is a party constitutes a legal, valid and binding obligation of the Authority, enforceable
against the Authority in accordance with its terms, except as such enforceability may be limited
by the valid exercise of judicial discretion and the constitutional powers of the United States of
America and to valid bankruptcy, insolvency, reorganization, moratorium, or other similar laws
and equitable principles relating to or affecting creditors’ rights generally from time to time in
effect.

Section 5.4.  Necessary Actions Taken. The Authority has taken all actions necessary to
be taken by it (i) for the issuance of the Bank Note upon the terms set forth in the Program
Documents, (i) for the execution, adoption and delivery by the Authority of any and all such other
instruments and the taking of all such other actions on the part of the Authority as may be necessary
or appropriate for the effectuation and consummation of the transactions on the part of the
Authority contemplated by the Program Documents, the Act, the Sales Tax Law and the Ordinance
or in connection herewith or therewith and (iii) to authorize or approve, as appropriate, the
execution or adoption, issuance and delivery of, and the performance of its obligations under and
the transactions contemplated by each of the Program Documents to which it is a party and the
payment of the Obligations and the Bank Note at the times and in the manner set forth.

Section 5.5. No Contravention. The execution and delivery of each of the Program
Documents and compliance with the provisions hereof and thereof, will not conflict with or result
in a violation of the Constitution of the State of California or the laws of the State of California,
including any debt limitations or other restrictions or conditions on the debt-issuing power of the
Authority, and will not conflict with or result in a violation of, or breach of, or constitute a default
under, any law (including, without limitation, Regulations T, U or X of the FRB, or any successor
regulations), judgment, order, decree or administrative regulation or any of the terms, conditions
or provisions of the Act or the Ordinance or any ordinance, judgment, decree, contract, loan
agreement, note, bond, resolution, indenture, mortgage, deed of trust or other agreement or
instrument to which the Authority is a party or by which it or any property of the Authority is
bound and will not, except as expressly provided herein, result in the imposition or creation of any
lien, charge, or encumbrance upon or invalidate in any way the Sales Tax Revenues or otherwise
reasonably be expected to result in a Material Adverse Effect. The Authority has not received any
notice, not subsequently withdrawn, given in accordance with the remedy provisions of any bond
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resolution or ordinance, trust indenture, guarantee or agreement or State law pertaining to bonds
notes or other obligations secured by the Sales Tax Revenues, of any default or event of default of
the Authority which has not been cured, remedied or waived.

Section 5.6.  Compliance. The current collection of Sales Tax Revenues and the
accounting and recordkeeping therefor are in material compliance with all applicable state and
federal laws and all applicable resolutions, ordinances and rules of the Authority. The Authority
is in compliance with the terms and conditions of the Indenture and each of the Program
Documents to which it is a party, and no breach of the terms hereof or thereof has occurred and is
continuing, and no Default or Event of Default has occurred and is continuing. The Authority is
in compliance with all laws, ordinances, orders, writs, injunctions, decrees rules and regulations
applicable to it (including, without limitation, ERISA and all applicable federal, state or local
environmental, health and safety statutes and regulations, and the Authority’s investment policy
guidelines), and any contract to which the Authority is a party or by which it or any of its property
may be bound, except to the extent noncompliance could not reasonably be expected to have a
Material Adverse Effect, and all cash and other assets of the Authority are invested in accordance
with established investment policy guidelines, a true and correct copy of which guidelines in effect
as of the Effective Date having been provided to the Bank in writing.

Section 5.7.  No Default. No default by the Authority has occurred and is continuing in
the payment of the principal of or premium, if any, or interest on any bond, note or other evidence
of indebtedness issued by the Authority and secured by the Sales Tax Revenues. No bankruptcy,
insolvency or other similar proceedings pertaining to the Authority or any agency or
instrumentality of the Authority are pending or presently contemplated.

Section 5.8.  Swap Termination Payments. The Authority is not a party to any Swap
Contract (a) that provides that any termination payment thereunder is payable from or secured by
Revenues on a basis that is senior to or on a parity with the lien securing the Bank Note, the Loans
and the Obligations or (b) which requires the Authority to post cash collateral to secure its
obligations thereunder.

Section 5.9.  No Immunity. Under existing law, the Authority is not entitled to any
immunity (including, without limitation, on the grounds of sovereignty, governmental immunity
or other similar grounds) from liability or suit in connection with any legal proceedings (including,
without limitation, immunity from service of process or immunity from jurisdiction of any court
otherwise having jurisdiction) to enforce or collect any obligation under this Agreement, any other
Program Document, the Act and the Sales Tax Law, or the transactions contemplated hereby and
thereby, including without limitation the payment of the Obligations.

Section 5.10.  Litigation. There is no action, suit or proceeding pending in any court, any
other governmental authority with jurisdiction over the Authority or any arbitration in which
service of process has been completed against the Authority or, to the knowledge of the Authority,
any other action, suit or proceeding pending or threatened in any court, any other governmental
authority with jurisdiction over the Authority or any arbitrator, in either case against the Authority
or any of its properties or revenues, or the Indenture or any of the Program Documents or with
respect to the Act, the Sales Tax Law or the Ordinance, which if determined adversely to the
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Authority would adversely affect the legality, validity or enforceability of the Ordinance, the
Indenture or any of the Program Documents or the rights and remedies of the Bank under any of
the Program Documents or which could be reasonably expected to have a Material Adverse Effect,
except any action, suit or proceeding which has been brought prior to the Effective Date as to
which the Bank has received an opinion of counsel satisfactory to the Bank in form and substance
satisfactory to the Bank and the Bank’s counsel, to the effect that such action, suit or proceeding
is without substantial merit.

Section 5.11.  Disclosure and Information Provided to the Bank. All information,
documents, statements and certificates provided in writing to the Bank, by or on behalf of the
Authority in connection with the transactions contemplated by the Program Documents are true
and correct as of the date thereof and were provided in expectation of the Bank’s reliance thereon
in making available the Commitment. Any financial, budget and other projections furnished to
the Bank were prepared in good faith on the basis of the assumptions stated therein, which
assumptions were fair and reasonable in light of conditions existing at the time of delivery of such
financial, budget or other projections.

Section 5.12.  Financial Information. The Authority has delivered to the Bank a copy of
the audited financial statements for the Authority for the fiscal year ended June 30, 2019. These
together with related notes, fairly present the financial position and results of operation of the
Authority as of the date and for the periods therein set forth. All such financial statements have
been prepared in accordance with generally accepted accounting principles for government entities
consistently applied. There has been no material adverse change in the financial position, results
of operations or projections of revenues of the Authority since June 30, 2019, which could be
reasonably expected to result in a Material Adverse Effect. The Authority has no material
contingent liabilities or other material contracts or commitments payable from Sales Tax Revenues
which are not reflected in such financial statements previously delivered to the Bank or in the notes
thereto.

Section 5.13.  Official Signatures. Each Authorized Representative, on behalf of the
Authority, has full power and authority to execute, deliver and perform under each of the Program
Documents. Any agreement, certificate or request signed by or on behalf of any Authorized
Representative of the Authority and delivered to the Bank shall be deemed a representation and
warranty by the Authority to the Bank as to the truth, accuracy and completeness of the statements
made by the Authority therein.

Section 5.14.  Incorporation of Representations and Warranties by Reference. Each of the
Program Documents, the Act, the Sales Tax Law and the Ordinance is in full force and effect.
Except as previously disclosed in writing to the Bank, no event of default and no event which, with
the giving of notice, the passage of time or both, would constitute an event of default, presently
exists under any of the Program Documents. Except as previously disclosed in writing to the Bank,
neither the Authority nor any other party thereto has waived or deferred performance of any
material obligation under any Program Document. The Authority hereby makes to the Bank the
same representations and warranties made by the Authority in each Program Document, which
representations and warranties, as well as the related defined terms contained therein, are hereby
incorporated by reference for the benefit of the Bank with the same effect as if each and every such
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representation and warranty and defined term were set forth herein in its entirety. Except as
permitted by Section 6.15(a) hereof, no amendment, modification, termination or replacement of
any such representations, warranties and definitions contained in the Program Documents to which
it is a party shall be effective to amend, modify, terminate or replace the representations, warranties
and definitions incorporated herein by this reference, without the prior written consent of the Bank.

Section 5.15.  No Maximum Rate. There is no limitation under California law on the rate of
interest payable by the Authority with respect to the Obligations, the Bank Note or any other
obligations payable to the Bank hereunder, under the Fee Agreement or under any Program
Document.

Section 5.16.  Security. The Loans and all other Obligations of the Authority hereunder are
special obligations payable from and secured by a pledge of (i) the Sales Tax Revenues deposited
into the Subordinate Obligations Fund and (ii) the Subordinate Obligations Fund, as set forth in
the Ordinance and the Indenture. This Agreement and the Indenture create, for the benefit of the
Bank Note, the Loans and the other Obligations, the legally valid, binding and irrevocable lien on
and pledge of (i) the Sales Tax Revenues deposited into the Subordinate Obligations Fund and (ii)
the Subordinate Obligations Fund. There is no lien on the Sales Tax Revenues or the Subordinate
Obligations Fund other than the lien created by the Indenture and Section 6.12 of this Agreement.
There is no lien on or pledge of the Sales Tax Revenues (including Revenues) or the Subordinate
Obligations Fund other than the liens and/or pledges created or permitted by or with respect to the
Indenture, the Senior Lien Indenture, Parity Debt and the pledge set forth in Section 6.12 of this
Agreement. The payment of the Obligations ranks on a parity with the payment of the principal
of and interest on the Parity Debt and is not subordinate to any payment secured by a lien on the
Sales Tax Revenues or the Subordinate Obligations Fund or any other claim other than payments
with respect to the principal of and interest on the Senior Lien Debt and the funding of reserves
therefor as set forth in the Indenture, and is prior as against all other Persons having claims of any
kind in tort, contract or otherwise, whether or not such Persons have notice of such lien. No filing,
registration, recording or publication of the Indenture or any other instrument is required to
establish the pledge provided for thereunder or to perfect, protect or maintain the lien created
thereby on the Sales Tax Revenues or the Subordinate Obligations Fund to secure the Loans and
the other Obligations.

Section 5.17.  Environmental. Except as disclosed in writing to the Bank, the Authority has
not received notice to the effect that its operations are not in compliance with any of the
requirements of applicable federal, state or local environmental, health and safety statutes and
regulations or are the subject of any governmental investigation evaluating whether any remedial
action is needed to respond to a release of any toxic or hazardous waste or substance into the
environment, which non-compliance or remedial action, when taken as a whole, would have a
Material Adverse Effect.

Section 5.18.  No Proposed Legal Changes. (a) To the best knowledge of the Authority,
there is no proposed amendment to the Constitution of the State of California or any published
administrative interpretation of the Constitution of the State of California or any State of California
law, or any public vote or proposition or referendum (or proposed public vote or proposition or
referendum) or other ballot initiative or any legislation that has passed either house of the State
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legislature, or any published judicial decision interpreting any of the foregoing, the effect of which
could reasonably be expected to have a Material Adverse Effect.

(b)  There is no amendment to the Constitution of the State of California or any published
administrative interpretation of the Constitution of the State of California or any State of California
law, or any proposition or referendum (or proposed proposition or referendum) or other ballot
initiative or any legislation that has passed either house of the State legislature, or any published
judicial decision interpreting any of the foregoing, the effect of which could reasonably be
expected to have a Material Adverse Effect.

Section 5.19.  OFAC. Neither the Authority, nor, to the knowledge of the Authority, any
Related Party, (a) is currently the subject of any Sanctions, (b) is located, organized or residing in
any Designated Jurisdiction, or (c) is or has been (within the previous five (5) years) engaged in
any transaction with any Person who is now or was then the subject of Sanctions or who is located,
organized or residing in any Designated Jurisdiction. To the best knowledge of the Authority,
after due inquiry, the proceeds from any Loan or the transaction contemplated by this Agreement
will not be, and have not been, used, directly or indirectly, to lend, contribute, provide or otherwise
be made available to fund any activity or business in any Designated Jurisdiction or to fund any
activity or business of any Person located, organized or residing in any Designated Jurisdiction or
who is the subject of any Sanctions, or in any other manner that will result in any violation by any
Person (including the Bank) of Sanctions.

Section 5.20.  Margin Stock. The Authority is not engaged in the business of extending
credit for the purpose of purchasing or carrying Margin Stock, and no part of the proceeds from
any Loan will be used to purchase or carry any such Margin Stock or extend credit to others for
the purpose of purchasing or carrying any such Margin Stock.

Section 5.21.  Trustee. The Bank of New York Mellon Trust Company, N.A. is the duly
appointed and acting Trustee under the Indenture.

ARTICLE SIX
COVENANTS

The Authority will do the following so long as any amounts may be drawn under the
Commitment or any Obligations remain outstanding under this Agreement and the Fee Agreement,
unless the Bank shall otherwise consent in writing:

Section 6.1.  Maintenance of Existence. The Authority (a) shall maintain its existence
pursuant to the Act and the laws of the State of California and (b) shall not liquidate or dissolve,
or sell or lease or otherwise transfer or dispose of all or any substantial part of its property, assets
or business, or combine, merge or consolidate with or into any other entity. The Authority shall,
in all material respects, maintain, preserve and keep its Property in good repair, working order and
condition (ordinary wear and tear excepted), except to the extent that the failure to do so could
reasonably be expected to result in a Material Adverse Effect.
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Section 6.2.  Reports, Certificates and Other Information. The Authority shall furnish or
cause to be furnished to the Bank copies of:

(@)  Annual Report. As soon as available, and in any event within two hundred
and ten (210) days after the end of each fiscal year of the Authority, audited financial
statements consisting of a balance sheet and a statement of revenues, expenditures and
changes in fund balances of the Authority, including the Sales Tax Revenues for such fiscal
year, setting forth in comparative form the corresponding figures (if any) for the preceding
fiscal year, all in reasonable detail, and (A) accompanied by an unqualified opinion of a
nationally recognized independent certified public accounting firm stating that (x) they
have been prepared in accordance with GAAP consistently applied and (z) nothing has
come to the attention of the auditors which would indicate that a Default or Event of Default
has occurred under this Agreement, and (B) accompanied by a certification from the
Executive Director of the Authority addressed to the Bank stating that neither a Default or
Event of Default has occurred which was continuing at the end of such fiscal year or on
the date of his certification, or, if such an event has occurred and was continuing at the end
of such fiscal year or on the date of his certification, indicating the nature of such event
and the action which the Authority proposes to take with respect thereto.

(b)  Budget. As soon as available, but in any event within 30 days following the
approval thereof, a copy of the final budget of the Authority for each fiscal year during the
term of the Agreement.

(c) Reserved.

(d)  Trustee Notices. As soon as available, all notices, certificates, instruments,
letters and written commitments in connection with Bonds other than those notices,
certificates, instruments, letters and written commitments that relate solely to the routine
issuance and payment of the Bonds.

(e)  Notice of Default, Event of Default or Adverse Change. (1) Promptly upon
obtaining knowledge of any Default or Event of Default, or notice thereof, and within five
Business Days thereafter, a certificate signed by an Authorized Representative specifying
in reasonable detail the nature and period of existence thereof and what action the Authority
has taken or proposes to take with respect thereto, (2) promptly following a written request
of the Bank, a certificate of an Authorized Representative of the Authority as to the
existence or absence, as the case may be, of a Default or an Event of Default under this
Agreement and (3) notification as soon as possible after an Authorized Representative of
the Authority acquires knowledge of the occurrence of (i) the filing of a complaint against
the Authority in any court or administrative agency, where the amount claimed is in excess
of Ten Million Dollars ($10,000,000), (ii) the filing of any action which could lead to an
initiative or referendum of which the Authority has actual knowledge which could annul,
amend, modify or replace the Act, the Sales Tax Law or the Ordinance and which could
reasonably be expected to result in a Material Adverse Change, (iii) any Material Adverse
Change or any other event which, in the reasonable judgment of the Authority, is likely to
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have a material adverse effect on the financial condition or operations of the Authority and
(iv) any IRS or SEC inquiry.

(f)  Litigation and Amendments. As promptly as practicable, (i) written notice
to the Bank of all litigation served against the Authority and all proceedings before any
court or governmental authority which could reasonably be expected to have a Material
Adverse Effect (including without limitation any decrease in Sales Tax Revenues that
could reasonably be expected to adversely affect the ability of the Authority to perform
any of its obligations under, this Agreement or any of the other the Program Documents),
(1) written notice to the Bank of all material litigation filed against the Authority and all
proceedings before any court or governmental authority which relate to the Sales Tax
Revenues, the Act, the Sales Tax Law, the Ordinance or any of the Program Documents or
the Senior Lien Indenture, and (iii) copies of any amendments or modifications to the Act,
the Sales Tax Law, Ordinance or any other legislation of which the Authority has actual
knowledge which may materially adversely impact upon the Sales Tax Revenues or the
Authority’s ability to perform its obligations under the Bank Note or the other Program
Documents.

(g)  Material Event Notices. During any period of time the Authority is subject
to continuing disclosure requirements under Rule 15¢2-12 promulgated pursuant to the
Securities Exchange Act of 1934, as amended (17 C.F.R. Sec. 240-15¢2-12), or any
successor or similar legal requirement, immediately following any dissemination,
distribution or provision thereof to any Person, (1) provide the Bank with a copy of any
reportable event notice disseminated, distributed or provided in satisfaction of or as may
be required pursuant to such requirements or (2) provide the Bank with notice that such
information has been filed with EMMA and is publicly available.

(h)  Other Information. Such other information regarding the business, affairs
and financial condition of the Authority as the Bank may from time to time reasonably
request, including without limitation other information respecting the business affairs,
financial condition and/or operations of the Authority, as the Bank may from time to time
reasonably request.

The Authority will permit the Bank to disclose the information described in this Section 6.2
to any Participants of the Bank, if any, in this Agreement.

Section 6.3.  Maintenance of Books and Records. The Authority will keep proper books
of record and account in which full, true and correct entries in accordance with the Authority’s
budget basis accounting principles and reporting practices will be made of all dealings or
transactions in relation to its activities.

Section 6.4.  Access to Books and Records. To the extent permitted by law, the Authority
will permit any Person designated by the Bank to visit any of the offices of the Authority to
examine the books and financial records, including minutes of meetings of any relevant
governmental committees or agencies, and make copies thereof or extracts therefrom, and to
discuss the affairs, finances and accounts of the Authority with their principal officials, all at such
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reasonable times and upon reasonable notice and as often as the Bank or any such Bank may
reasonably request. The Bank agrees to maintain the confidentiality of all such books, records and
information regarding the Authority; provided, however, that the Bank shall not be precluded from
disclosing such information or the contents of such books and records to the extent required by
statute, rule, regulation or judicial process or upon the lawful demand of any court or agency
having jurisdiction over the Bank or any Participant, if any.

Section 6.5.  Compliance with Documents. The Authority agrees that it will perform and
comply with each and every covenant and agreement required to be performed or observed by it
in each of the Program Documents with the same effect as if each and every such provision were
set forth herein in its entirety all of which shall be deemed to be made for the benefit of the Bank
and shall be enforceable against the Authority. To the extent that any such provision permits the
Authority or any other party to waive compliance with such provision or requires that a document,
opinion or other instrument or any event or condition be acceptable or satisfactory to the Authority
or any other party, for purposes of this Agreement, such provision shall be complied with unless
it is specifically waived by the Bank in writing and such document, opinion or other instrument
and such event or condition shall be acceptable or satisfactory only if it is acceptable or satisfactory
to the Bank which shall only be evidenced by the written approval by the Bank of the same,
provided, however, that such waiver or determination of acceptance by the Bank shall be required
only if the granting of such waiver or the determination that a document, opinion or other
instrument or any event or conditions be acceptable or satisfactory relates to a covenant or
agreement which affects the ability or obligation of the Authority to pay the principal or interest
on the Bank Note or the Loans or the security therefor or which is material to the rights of the
Bank. Except as permitted by Section 6.15(a) hereof, no termination or amendment to such
covenants and agreements or defined terms or release of the Authority with respect thereto made
pursuant to any of the Program Documents, shall be effective to terminate or amend such covenants
and agreements and defined terms or release the Authority with respect thereto in each case as
incorporated by reference herein without the prior written consent of the Bank. Notwithstanding
any termination or expiration of any such Program Document, the Authority shall, unless such
Program Document has terminated in accordance with its terms and has been replaced by a new
Program Document, continue to observe the covenants therein contained for the benefit of the
Bank until the termination of this Agreement. All such incorporated covenants shall be in addition
to the express covenants contained herein and shall not be limited by the express covenants
contained herein nor shall such incorporated covenants be a limitation on the express covenants
contained herein.

Section 6.6.  Compliance with Law. The Authority shall comply with and observe all
Applicable Law, obligations and requirements set forth in the Constitution of the State of
California and in all applicable statutes and regulations binding upon it relating to the Indenture
and the other Program Documents.

Section 6.7.  Further Assurances. From time to time hereafter, the Authority will execute
and deliver such additional instruments, certificates or documents, and will take all such actions
as the Bank may reasonably request for the purposes of implementing or effectuating the
provisions of the Program Documents, the Act, and the Sales Tax Law or for the purpose of more
fully perfecting or renewing the rights of the Bank with respect to the rights, properties or assets
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subject to such documents (or with respect to any additions thereto or replacements or proceeds
thereof). Upon the exercise by the Bank of any power, right, privilege or remedy pursuant to the
Program Documents, the Act and the Sales Tax Law which requires any consent, approval,
registration, qualification or authorization of any governmental authority or instrumentality, the
Authority will, to the extent permitted by law, execute and deliver all necessary applications,
certifications, instruments and other documents and papers that the Bank may be required to obtain
for such governmental consent, approval, registration, qualification or authorization.

Section 6.8.  Budget and Appropriation. To the fullest extent permitted by California law,
the Act, the Sales Tax Law and the Ordinance, the Authority shall cause the appropriate Authority
official to take any and all ministerial actions that may be necessary to facilitate the payment of all
obligations under this Agreement and the Fee Agreement and to include such obligations in the
budget to be submitted to the Authority for consideration and included in an appropriations request.

Section 6.9.  Most Favored Nations. In the event that the Authority has or shall, directly
or indirectly, enter into or otherwise consent to any credit agreement, standby bond purchase
agreement, credit facility, reimbursement agreement, direct purchase agreement (such as a
continuing covenant agreement or supplemental bondholder’s agreement), bond purchase
agreement, liquidity agreement, or other agreement or instrument (or, in each case, any
amendment, supplement or other modification thereof) (each such agreement referred to herein as
a “Bank Agreement”) under which, directly or indirectly, any Person or Persons (each a
“Provider”) undertake(s) to make or provide funds to make payment of, or to purchase or provide
liquidity support or credit enhancement for any Parity Debt, any commercial paper notes or any
bonds or notes or other securities of the Authority secured by or payable on a parity with the Bank
Note, which such Bank Agreement provides such Provider with additional or more restrictive
covenants, additional or different events of default and/or greater rights and remedies than are
provided to the Bank in this Agreement (excluding negotiated business terms such as pricing or
interest rate increases or shorter term out provisions or expiration date of such Bank Agreement)
(each such term or provision referred to herein as a “More Favorable Term ), the Authority shall
provide the Bank with a copy of each such Bank Agreement and such More Favorable Term shall
automatically be deemed to be incorporated into this Agreement for so long as any Provider has
the benefit of such More Favorable Term and the Bank shall have the benefits of such More
Favorable Term as if specifically set forth herein for so long as any Provider has the benefit of
such More Favorable Term. Upon the request of the Bank, the Authority shall promptly enter into
an amendment to this Agreement to include such More Favorable Term for so long as any Provider
has the benefit of such More Favorable Term (provided that the Bank shall maintain the benefit of
such More Favorable Term even if the Authority fails to enter into such amendment).

Section 6.10.  Trustee. The Authority shall at all times maintain a Trustee.

Section 6.11.  Ratings. The Authority covenants and agrees that it shall at all times
maintain at least two unenhanced long-term ratings on any one or more series of the Senior Lien
Debt from any two of Moody’s, Fitch or S&P. The Authority shall give written notice to the Bank
as soon as practicable of the increase, decrease, withdrawal or suspension of any rating maintained
by Moody’s, Fitch or S&P, to the extent such Rating Agency is then maintaining a rating on Senior
Lien Debt. The Authority covenants and agrees that it shall not at any time withdraw any long-term
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unenhanced rating on its Senior Lien Debt from any of Fitch, Moody’s or S&P if the effect of such
withdrawal would be to cure a Default or an Event of Default under this Agreement or reduce the
Commitment Fee.

Section 6.12.  Pledge of Sales Tax Revenue. The Bank Note and the Obligations shall be
limited obligations of the Authority, shall be payable as to both principal and interest from, and
shall be secured by a pledge of, lien on and security interest in (i) the Sales Tax Revenues
(including Revenues), including earnings on such amounts, and (ii) the Subordinate Obligations
Fund, subject only to the provisions of the Indenture permitting the application thereof for the
purposes and on the terms and conditions set forth therein, which pledge, lien and security interest
shall be junior and subordinate only to the pledge of the Sales Tax Revenues (including Revenues)
in favor of the Senior Lien Debt and the funding of the reserves with respect thereto pursuant to
the express terms of the Indenture. Subject to the provisions of the Indenture, (i) the Sales Tax
Revenues (including Revenues) deposited into the Subordinate Obligations Fund and (ii) the
Subordinate Obligations Fund are hereby pledged to the payment of the Bank Note and all
Obligations of the Authority hereunder. The Obligations hereunder shall be deemed Parity Debt
for all purposes of the Indenture. Such proceeds from the Loans, Revenues and the other moneys
hereby pledged to the payment of the Authority’s Obligations hereunder shall immediately be
subject to the Lien of this pledge without any physical delivery thereof or further act, and the Lien
of this pledge shall be valid and binding as against all parties having claims of any kind in tort,
contract or otherwise against the Authority, irrespective of whether such parties have notice
thereof. The Authority will take all actions and do all things necessary to maintain the pledge of
and the lien on (i) the Sales Tax Revenues (including Revenues) deposited into the Subordinate
Obligations Fund and (ii) the Subordinate Obligations Fund as provided in the Indenture and
herein.

Section 6.13.  Taxes, Other Governmental Authority Charges and Liabilities. The
Authority shall pay, or cause to be paid, as and when due and prior to delinquency, all its
indebtedness and obligations promptly and in accordance with their terms and pay and discharge
or cause to be paid all taxes, assessments and governmental charges of any kind that may at any
time be lawfully assessed or levied against or with respect to the Authority or upon any of its
property, real, personal or mixed, or upon any part thereof, before the same shall become in default,
which default could have a Material Adverse Effect on the ability of the Authority to perform its
obligations under this Agreement, the Fee Agreement, the Bank Note or any other Program
Documents. However, the Authority may contest in good faith any such taxes, assessments and
other charges and, in such event, may permit the taxes, assessments or other charges so contested
to remain unpaid during any period, including appeals, when the Authority is in good faith
contesting the same, so long as (i) reserves have been established in an amount sufficient to pay
any such taxes, assessments or other charges, accrued interest thereon and potential penalties or
other costs relating thereto, or other adequate provision for the payment thereof shall have been
made, (ii) enforcement of the contested tax, assessment or other charge is effectively stayed for
the entire duration of such contest, and (iii) any tax, assessment or other charge determined to be
due, together with any interest or penalties thereon, is immediately paid after resolution of such
contest.
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Section 6.14.  Sovereign Immunity. To the extent that the Authority has or hereafter may
acquire under any Applicable Law any right to immunity from set-off or legal proceedings, on the
grounds of sovereign immunity, governmental immunity or any other similar doctrine, the
Authority hereby irrevocably waives, to the full extent permitted by law, such rights to immunity
for itself in respect of any contract claims arising under or related to this Agreement or any other
Program Document.

Section 6.15.  Negative Covenants of the Authority. Until the termination of this Agreement
and the payment in full to the Bank of all amounts payable to the Bank hereunder, under the Fee
Agreement and under the Bank Note, the Authority hereby covenants and agrees that it shall not:

(a) Amendments. Without the prior written consent of the Bank, (i) consent or
agree to or permit any rescission of or amendment to the Indenture, the Ordinance or any
Program Document which would reduce the amount of the Sales Tax Revenues (including
Revenues) or materially adversely affect the obligations of the Authority hereunder, under
the Fee Agreement or any other Program Document or which would in any manner
materially impair or materially adversely affect the rights of the Authority to the Revenues
or the security of the Indenture or the ability of the Authority to repay indebtedness
(including commercial paper) that is secured by the Sales Tax Revenues or which adversely
affects the security for the Bank Note, the Loans or the other Obligations; or (ii) agree to
the amendment of the Indenture, the Ordinance or any other Program Documents such that
payments to pay the Bank Note are impaired or reduced or the priority of the obligations
of the Authority under the Indenture or to the Bank hereunder or under the Fee Agreement
is adversely affected in any way; or (iii) agree to any amendment of the Indenture, the
Ordinance or any other Program Document whatsoever which could reasonably be
expected to materially and adversely affect any right, interest, security or remedy of the
Bank or be reasonably expected to result in a Material Adverse Effect (including without
limitation any decrease in Sales Tax Revenues that could reasonably be expected to
adversely affect the ability of the Authority to perform any of its obligations under, this
Agreement or any of the other the Program Documents). Notwithstanding the foregoing,
the Authority shall be entitled to enter into one or more supplements to the Indenture in
order to issue or incur additional debt so long as the Authority complies with the provisions
of Section 3.06 of the Indenture and the issuance of such indebtedness would not otherwise
result in a Default or an Event of Default and the proceeds of the issuance or incurrence of
such additional debt is used in accordance with Section 6.16 hereof.

(b)  Swap Termination Payments. Subsequent to the Effective Date, the
Authority shall not enter into any Swap Contract unless any and all termination payments
that may become owing by the Authority thereunder shall be subordinate to all amounts
payable to the Bank hereunder and under the Fee Agreement. The Authority shall not
permit any Lien on any portion of the Revenues securing any swap termination payments
to be pari passu with or senior to the Lien on the Revenues created pursuant to the
Indenture or the Supplemental Indenture to secure the payment of the principal of and
interest on the Bank Note, the Loans and the other Obligations.
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(c)  Liens. The Authority shall not create or suffer to be created any pledge of
or lien on the Sales Tax Revenues (including Revenues), other than the pledge provided
for in the Indenture and in Section 6.12 of this Agreement, and with respect to the Senior
Lien Debt, as expressly provided for in or permitted by the Bond Indentures. The Authority
shall not create or suffer to be created any pledge of or lien on the Sales Tax Revenues
(including Revenues) that would affect the priority of Liens in existence on the Effective
Date.

(d)  Sovereign Immunity. With respect to its obligations arising under this
Agreement and the other Program Documents, the Authority irrevocably agrees, to the
extent permitted by law, that it will not claim any immunity on the grounds of sovereignty,
governmental immunity or other similar grounds from any action, suit or proceeding by
the Bank to enforce the obligations of the Authority under this Agreement or any other
Program Document.

(e)  Trustee. The Authority shall not, without the prior written consent of the
Bank, which consent shall not be unreasonably withheld, (i) remove, or seek to remove,
the Trustee; or (i1) appoint or consent to the appointment of any successor thereto.

(f)  Offering Memorandum Disclosure. The Authority shall not refer to any
financial information or ratings with respect to the Bank in any official statement or any
similar offering document or make any changes in reference to any financial information
or ratings with respect to the Bank in any official statement or any similar offering
document without the prior written consent of the Bank (which consent shall not be
unreasonably withheld).

(g)  Accounting Standards. All financial data (including financial ratios and
other financial calculations) required to be submitted pursuant to this Agreement shall be
prepared in conformity with GAAP applied on a consistent basis, as in effect from time to
time, applied in a manner consistent with that used in preparing the financial statements,
except as otherwise specifically prescribed herein. Except as provided in the immediately
preceding sentence, in preparing any financial data or statements contemplated or referred
to in this Agreement, the Authority shall not vary or modify the accounting methods or
principles from the accounting standards employed in the preparation of its audited
financial statements as of June 30, 2019, as examined and reported on by Vavrinek, Trine,
Day & Co., LLP.

(h)  Application of Proceeds. The Authority shall not, and shall not permit
OCTA to, take or omit to take any action, which action or omission will in any way result
in the proceeds of the Loans being applied in a manner other than to pay the costs of the
Project and to satisfy the condition set forth in Section 13(a)(i) of the TIFIA Loan
Agreement.

(1)  No Impairment. To the fullest extent permitted by law, the Authority will

neither take any action, nor cause or permit the Trustee or OCTA to take any action, under
the Indenture or any Program Document which, in and of itself, would materially adversely
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affect the interests, rights, remedies or security of the Bank under this Agreement or any
other Program Document or which could result in a Material Adverse Effect (including
without limitation any decrease in Sales Tax Revenues that could reasonably be expected
to adversely affect the ability of the Authority to perform any of its obligations under, this
Agreement or any of the other the Program Documents).

Section 6.16.  Additional Debt Proceeds. The Authority shall use the proceeds of any
indebtedness which is to be secured by Sales Tax Revenues issued or incurred after the Effective
Date (a) first, to pay on a dollar for dollar basis the outstanding amount of the Loans, if any, and
(b) second, to reduce on a dollar for dollar basis the Commitment.

Section 6.17.  Disclosure to Participants. The Authority shall permit the Bank to disclose
the financial information received by it pursuant to this Agreement to each Participant of the Bank,
if any, subject to confidentiality restrictions and use restrictions customary for financial
institutions.

ARTICLE SEVEN
DEFAULTS

Section 7.1.  Events of Default and Remedies. 1f any of the following events shall occur,
each such event shall be an “Event of Default”:

(a)  The Authority fails to pay, or cause to be paid, (i) when due any principal
of or interest on any Loan within sixty (60) calendar days of the date such principal or
interest was due, (i1) any Commitment Fee within ten (10) calendar days following receipt
of an invoice therefor or (iii) any other Obligation (other than the Obligations described in
clause (i) or (ii) of this Section 7.1(a)) within ten (10) calendar days of the date such
Obligation was due; or

(b)  Any representation, warranty or statement made by or on behalf of the
Authority herein or in any other Program Document or in any certificate delivered pursuant
hereto or thereto shall prove to be untrue in any material respect on the date as of which
made or deemed made; or the documents, certificates or financial statements of the
Authority (including unaudited financial reports, budgets, projections and cash flows of
the Authority) furnished to the Bank by or on behalf of the Authority in connection with
the transactions contemplated hereby, when taken as a whole, are materially inaccurate in
light of the circumstances under which they were made and as of the date on which they
were made; or

(c) (1) The Authority fails to perform or observe any term, covenant or
agreement contained in Section 6.1, 6.5, 6.11, 6.12, 6.14 or 6.15 hereof (other than Section
6.15(c), (g) or (h) hereof) or (ii) the Authority fails to perform or observe any other term,
covenant or agreement contained in this Agreement hereof, but otherwise excluding those
referred to in Section 7.1(a) and 7.1(c)(i) hereof) and any such failure cannot be cured or,
if curable, remains uncured for thirty (30) days after the earlier of (A) the Bank providing
written notice thereof to the Authority, or (B) an Authorized Representative having actual
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acknowledge thereof; provided that, actual knowledge shall not be imputed to any
Authorized Representative with respect to any such failure or breach for which a
determination is required that a Material Adverse Effect or Material Adverse Change has
occurred, unless the Authority has received written notice from the Bank with respect to
such failure or breach; or

(d)  The Authority shall (i) default in any payment of any Debt payable from or
secured by a lien on Sales Tax Revenues, including, without limitation, Senior Lien Debt,
Parity Debt and Subordinate Obligations (“Secured Debt”’), beyond the period of grace, if
any, provided in the instrument or agreement under which such Secured Debt was created,
or (i1) default in the observance or performance of any agreement or condition relating to
any Secured Debt in an amount greater than $500,000 or contained in any instrument or
agreement evidencing, securing or relating thereto, or any other event shall occur or
condition exist, the effect of which default or other event or condition is to cause, or to
permit the holder or holders of such Secured Debt (or a trustee or agent on behalf of such
holder or holders) to cause (determined without regard to whether any notice is required),
any such Secured Debt to become due prior to its stated maturity (whether by acceleration,
redemption, tender or otherwise); or

() (i) A court or other Governmental Authority with jurisdiction to rule on the
validity of this Agreement, the Indenture, any other Program Document, the Act or the
Sales Tax Law shall find, announce or rule that (x)any material provision of this
Agreement or any other Program Document or (y) any provision of the Indenture relating
to the security for the Bank Note, the Loans or the other Obligations, the Authority’s ability
to pay the Obligations or perform its obligations hereunder or the rights and remedies of
the Bank, is not a valid and binding agreement of the Authority or (ii) the Authority shall
contest the validity or enforceability of this Agreement, any other Program Document, the
Act or the Sales Tax Law or any provision of the Indenture relating to the security for the
Bank Note, the Loans or the other Obligations, the Authority’s ability to pay the other
Obligations or perform its obligations hereunder or the rights and remedies of the Bank, or
shall seek an adjudication that this Agreement, any other Program Document, the Act or
the Sales Tax Law or any provision of the Indenture relating to the security for the Bank
Note, the Loans or the other Obligations, the Authority’s ability to pay the Obligations or
perform its obligations hereunder or the rights and remedies of the Bank, is not valid and
binding on the Authority or the Authority shall repudiate its obligations under this
Agreement or any other Program Document; or

() (1) (A) Any provision of the Indenture relating to the security for the Bank
Note, the Loans or the other Obligations, the Authority’s ability to pay the Bank Note, the
Loans or the other Obligations or perform its obligations hereunder or the rights and
remedies of the Bank shall at any time for any reason cease to be in full force or effect, (B)
the Act, the Sales Tax Act, the Ordinance, or any other Program Document, or any material
provision of any of the foregoing documents, shall at any time for any reason cease to be
in full force or effect, or (C) the Authority or any Person acting by or on behalf of the
Authority shall deny or disaffirm the Authority’s obligations under the Indenture or any
other Program Document; or (ii) (A) the validity or enforceability of any provision of the
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Act, the Sales Tax Law or the Ordinance that impacts the Authority’s ability or obligation
to levy the Sales Tax in the incorporated and unincorporated territory of the County of
Orange or to collect Revenues or to pay the Revenues directly to the Trustee or the BOE’s
ability or obligation to collect the Sales Tax or to pay the Sales Tax Revenues to the Trustee
is contested by duly authorized action of the Authority or is determined by a court or the
State or any instrumentality of the State with appropriate jurisdiction in a proceeding
subject to further appeals to be invalid or unenforceable, or (B) the Act, the Sales Tax Law
or the Ordinance is repealed, (C) a Federal court or any other court with appropriate
jurisdiction or the State or any instrumentality of the State or any other Governmental
Authority with appropriate jurisdiction determines in a final non-appealable order or
judgment, as the case may be, that any provision or provisions of the Act, the Sales Tax
Law or the Ordinance regarding (1) the Authority’s ability or obligation to levy or impose
the Sales Tax in the incorporated and unincorporated territory of the County of Orange or
collect Revenues or to pay the Revenues directly to the Trustee or (2) the BOE’s obligation
to collect the Sales Tax or the BOE’s ability or obligation to make payment of the Sales
Tax directly to the Trustee, or the pledge of and lien on Revenues securing the payment of
the principal of or interest on the Bank Note, the Loans and the other Obligations, is null
and void, or (D) the Act, the Sales Tax Law or the Ordinance is ruled to be null and void
by a Federal court or any court with appropriate jurisdiction or the State or any
instrumentality of the State or any other Governmental Authority with appropriate
jurisdiction; or (iii) the validity or enforceability of any provision of the Act, the Sales Tax
Law or the Ordinance that impacts the Authority’s ability or obligation to levy the Sales
Tax in the incorporated and unincorporated territory of the County of Orange or to collect
Revenues or to pay the Revenues directly to the Trustee or the BOE’s ability or obligation
to collect the Sales Tax or to pay the Sales Tax Revenues to the Trustee is contested by
duly authorized action of the State or any instrumentality of the State with appropriate
jurisdiction; or

(g) A final judgment or order for the payment of money in excess of
$20,000,000 (in excess of the coverage limits of any applicable insurance therefor) shall
have been rendered against the Authority and such judgment or order shall not have been
satisfied, stayed, vacated, discharged or bonded pending appeal within a period of thirty
(30) days from the date on which it was first so rendered; or

(h) (i) A debt moratorium, debt restructuring, debt adjustment or comparable
restriction is imposed on the repayment when due and payable of the principal of or interest
on any obligation secured by a lien, charge or encumbrance upon the Sales Tax Revenues,
or (ii)under any existing or future law of any jurisdiction relating to bankruptcy,
insolvency, reorganization or relief of debtors, the Authority seeks to have an order for
relief entered with respect to it or seeking to adjudicate it insolvent or bankrupt or seeking
reorganization, arrangement, adjustment, winding-up, liquidation, dissolution,
composition or other relief with respect to it or its debts payable from or secured by the
Sales Tax Revenues, or (iii) the Authority seeks appointment of a receiver, trustee,
custodian or other similar official for itself or for the Sales Tax Revenues, or the Authority
shall make a general assignment for the benefit of its creditors, or (iv) there shall be
commenced against the Authority any case, proceeding or other action of a nature referred
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to in clause (ii) and the same shall remain undismissed, or (v) there shall be commenced
against the Authority any case, proceeding or other action seeking issuance of a warrant of
attachment, execution, distraint or similar process against all of the Authority’s property
or the Sales Tax Revenues which results in the entry of an order for any such relief which
shall not have been vacated, discharged, or stayed or bonded pending appeal, within 60
days from the entry thereof, or (vi)the Authority takes action in furtherance of, or
indicating its consent to, approval of, or acquiescence in, any of the acts set forth in
clause (1), (ii), (iii), (iv) or (v) above, or (vii) the Authority shall generally not, or shall be
unable to, or shall admit in writing its inability to, pay its debts payable from or secured by
the Sales Tax Revenues as they become due; or

(1)  Any of Fitch, Moody’s or S&P (in each case to the extent such Rating
Agency is then providing a rating) shall have downgraded its rating of any Senior Lien
Debt to below “BBB-" (or its equivalent), “Baa3” (or its equivalent) or “BBB-" (or its
equivalent), respectively, or suspended or withdrawn its rating of the same; or

() An “event of default” shall have occurred and be continuing under any
Program Document and the expiration of any applicable grace period shall have occurred;
or

(k) (1) The Authority shall fail to preserve a valid and enforceable lien on the
Sales Tax Revenues described in Section 6.12 hereof in favor of the Bank or (ii) any
legislation is enacted, repealed, reenacted, amended or otherwise modified, and such
repeal, reenactment, amendment, modification or enactment, in the sole opinion of the
Bank has a material adverse affect on the validity or enforceability of the lien on Sales Tax
Revenues in favor of the Bank as described in Section 6.12 hereof;

(I)  Any rescission of or amendment to or any other action under or in
connection with the Sales Tax Revenues (including, without limitation, any modification
of the Act) which would or could materially reduce the amount of the Sales Tax Revenues
or the allocation of the Sales Tax Revenues to the payment of the Bank Note, the Loans or
the other Obligations or which would or could in any manner materially impair or adversely
affect the rights of the Authority to any or all of the Sales Tax Revenues or to the security
of the Bank; or

(m)  Dissolution or termination of the existence of the Authority.

Section 7.2.  Remedies. Upon the occurrence of any Event of Default, the Bank may
exercise any one or more of the following rights and remedies in addition to any other remedies
herein or by law provided:

(a) by notice to the Authority, declare all Obligations to be, and such amounts
shall thereupon become, immediately due and payable without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by the Authority;
provided that upon the occurrence of an Event of Default described under Section 7.1(h)
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hereof such acceleration shall automatically occur (unless such automatic acceleration is
waived by the Bank in writing);

(b) in the case of a Special Event of Default, the Commitment and the
obligation of the Bank to make Loans hereunder shall immediately terminate without prior
notice or demand, and thereafter the Bank shall be under no obligation to make the Loans.
Promptly after the Bank receives notice or otherwise becomes aware of the occurrence of
a Special Event of Default, the Bank shall give written notice of the same to the Authority;
provided, that the Bank shall incur no liability or responsibility whatsoever by reason of its
failure to receive or give such notice and such failure shall in no way affect the termination
of the Commitment and of its obligation to make the Loans pursuant to this Agreement;

(c)  pursue any rights and remedies it may have under any Program Document,
the Act, the Sales Tax Act or the Ordinance; or

(d)  pursue any other action available at law or in equity.

Section 7.3.  Solely for the Benefit of Bank. The rights and remedies of the Bank specified
herein are for the sole and exclusive benefit, use and protection of the Bank, and the Bank is
entitled, but shall have no duty or obligation to the Authority or any other Person or otherwise, to
exercise or to refrain from exercising any right or remedy reserved to the Bank hereunder or under
any of the other Program Documents.

Section 7.4.  Discontinuance of Proceedings. In case the Bank shall proceed to invoke any
right, remedy or recourse permitted hereunder or under the Program Documents and shall
thereafter elect to discontinue or abandon the same for any reason, the Bank shall have the
unqualified right so to do and, in such event, the Authority and the Bank shall be restored to their
former positions with respect to the Obligations, the Program Documents and otherwise, and the
rights, remedies, recourse and powers of the Bank hereunder shall continue as if the same had
never been invoked.

ARTICLE EIGHT
RESERVED

ARTICLE NINE
MISCELLANEOUS

Section 9.1.  Amendments, Waivers, Etc. No modification, amendment or waiver of any
provision of this Agreement or the Bank Note, or consent to any departure by the Authority
therefrom, shall in any event be effective unless the same shall be in writing and signed by the
Bank, and then such waiver or consent shall be effective only in the specific instance and for the
specific purpose for which given.

Section 9.2.  Notices. All notices and other communications provided for hereunder shall
be in writing (including required copies) and sent by receipted hand delivery (including Federal

-30-



Express or other receipted courier service), telex, telecopy, facsimile transmission, email
transmission, or regular mail, as follows:

If to the Authority: Orange County Local Transportation Authority
550 South Main Street
Orange, California 92863
Attention: Chief Financial Officer
Telephone: (714) 560-5649
Telecopy: (714) 560-5800
Email: aoftelie@octa.net and rdavis1@octa.net

If to OCTA: Orange County Transportation Authority
550 South Main Street
Orange, California 92863
Attention: Chief Financial Officer
Telephone: (714) 560-5649
Telecopy: (714) 560-5800
Email: aoftelie@octa.net and rdavis1@octa.net

If to the Trustee The Bank of New York Mellon Trust Company, N.A.
400 S. Hope Street, Suite 400
Los Angeles California 90071
Attention: Corporate Trust Department
Facsimile: (213) 630-6215

If to the Bank: Bank of America, N.A.
555 California St., Suite 1160
Mailcode CA5-705-11
San Francisco, CA 94104
Attention: Grace Barvin
Telephone: (415) 913-2325
Email: grace.barvin@bofa.com

Bank of America, N.A.

800 5th Avenue, Floor 35

Mailcode WA1-501-35-11

Seattle, Washington 98104
Attention:  Satinder Parwana
Telephone: (206) 358-6055

Email: satinder.parwana@bofa.com

With a copy to:

or, as to each Person named above, at such other address as shall be designated by such Person in
a written notice to the parties hereto. All such notices and other communications shall, when
delivered or telexed, telecopied, sent by facsimile transmission or mailed, be effective when
deposited with the courier, telexed, telecopied, sent by facsimile transmission or mailed
respectively, addressed as aforesaid.
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Section 9.3.  Survival of Covenants; Successors and Assigns. (a) All covenants,
agreements, representations, and warranties made herein and in the certificates delivered pursuant
hereto shall survive the making of any Loan hereunder and shall continue in full force and effect
so long as the Commitment is in effect and until all obligations of the Authority hereunder and
under the Bank Note shall have been paid in full. Such representations and warranties have been
or will be relied upon by the Bank, regardless of any investigation made by the Bank or on its
behalf and notwithstanding that the Bank may have had notice or knowledge of any Default or
Event of Default at the time of the making of any Loan. Whenever in this Agreement any of the
parties hereto is referred to, such reference shall, subject to the last sentence of this Section, be
deemed to include the successors and assigns of such party, and all covenants, promises and
agreements by or on behalf of the Authority which are contained in this Agreement and the Bank
Note shall inure to the benefit of the successors and assigns of the Bank. The Authority may not
transfer its rights or obligations under this Agreement and the Bank Note without the prior written
consent of the Bank. The Bank may transfer some or all of its rights and obligations under this
Agreement with the prior written consent of the Authority (which consent shall not be withheld
unreasonably). This Agreement and the Bank Note are made solely for the benefit of the Authority,
the Bank, and no other Person shall have any right, benefit or interest under or because of the
existence of this Agreement and the Bank Note; provided further that the Authority’s liability to
any Participant (as such term is defined below) shall not in any event exceed that liability which
the Authority would owe to the Bank but for such participation.

(b) Notwithstanding the foregoing, the Bank shall be permitted to grant to one or more
financial institutions (each a “Participant’) a participation or participations in all or any part of
the Bank’s rights and benefits under this Agreement and the Bank Note on a participating basis
but not as a party to this Agreement and the Bank Note (a “Participation”’) without the consent of
the Authority. In the event of any such grant by the Bank of a Participation to a Participant, the
Bank shall remain responsible for the performance of its obligations hereunder, and the Authority
shall continue to deal solely and directly with the Bank in connection with the Bank’s rights and
obligations under this Agreement and the Bank Note. The Authority agrees that each Participant
shall, to the extent of its Participation, be entitled to the benefits of this Agreement and the Bank
Note as if such Participant were the Bank, provided that no Participant shall have the right to
declare, or to take actions in response to, an Event of Default under Section 7.1 hereof; and
provided further that no such Participant shall be entitled to receive payment hereunder of any
amount greater than the amount which would have been payable had the Bank which entered into
such Participation with the related Participant not granted a Participation to such Participant.

(c) Certain Pledges. In addition to the rights of the Bank set forth above, the Bank may
at any time pledge or assign a security interest in all or any portion of its rights or interests under
this Agreement, the Bank Note and the other Program Documents to secure obligations of the
Bank or an Affiliate of the Bank, including any pledge or assignment to secure obligations to a
Federal Reserve Bank or to any state or local governmental entity or with respect to public
deposits; provided that no such pledge or assignment shall release the Bank from any of its
obligations hereunder or substitute any such pledgee or assignee for the Bank as a party hereto.

Section 9.4.  Unconditional Obligations. The obligations of the Authority under this
Agreement, the Fee Agreement and the Bank Note shall be absolute, unconditional, irrevocable
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and performed and payable strictly in accordance with the terms of the Indenture and this
Agreement, the Fee Agreement and the Bank Note, under all circumstances whatsoever, including,
without limitation, the following:

(a) any lack of validity or enforceability of this Agreement, the Fee Agreement, the Bank
Note or, to the extent permitted by law, the Indenture, the Ordinance, the Act, the Sales Tax Law
or any other Program Document;

(b) any amendment or waiver of or any consent to departure from the terms of the
Indenture or all or any of the Program Documents to which the Bank has not consented in writing;

(c) the existence of any claim, counterclaim, set-off, recoupment, defense, or other right
which any Person may have at any time against the Bank, the Authority or any other Person,
whether in connection with this Agreement, the Fee Agreement, the Bank Note, the Indenture, the
Ordinance, the Sales Tax Law, the Act, the other Program Documents, or any other transaction
related thereto;

(d) any statement or any other document presented pursuant hereto which the Bank in
good faith determines to be valid, sufficient or genuine and which subsequently proves to be
forged, fraudulent, invalid or insufficient in any respect or any statement therein being untrue or
inaccurate in any respect whatsoever;

() payment by the Bank of the Loan against presentation of a request which the Bank in
good faith determines to be valid, sufficient or genuine and which subsequently is found not to
comply with the terms of this Agreement; and

(f) any other circumstances or happening whatsoever whether or not similar to any of the
foregoing.

Section 9.5.  Liability of Bank: Indemnification. (a) To the extent permitted by law, the
Authority assumes all risks of the acts or omissions of any Person with respect to the use of the
Commitment and the use of proceeds thereunder; provided that this assumption with respect to the
Bank is not intended to and shall not preclude the Authority from pursuing such rights and
remedies as it may have against such other Person under any other agreements. Neither the Bank
nor any of its respective employees, officers or directors shall be liable or responsible for (i) the
use of the Commitment, the proceeds of the Loans or the transactions contemplated hereby and by
the Program Documents or for any acts or omissions of Trustee, (ii) the validity, sufficiency, or
genuineness of any documents determined in good faith by the Bank to be valid, sufficient or
genuine, even if such documents shall, in fact, prove to be in any or all respects invalid, fraudulent,
forged or insufficient, (iii) payments by the Bank against presentation of Loan Notices for which
the Bank in good faith has determined to be valid, sufficient or genuine and which subsequently
are found not to comply with the terms of this Agreement, or (iv) any other circumstances
whatsoever in making or failing to make payment hereunder; provided that the Authority shall not
be required to indemnify the Bank for any claims, losses, liabilities, costs or expenses to the extent,
but only to the extent, directly caused by the gross negligence or willful misconduct of the Bank.
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(b) To the extent permitted by law, the Authority hereby indemnifies and holds harmless
the Bank and any of its officers, directors, employees or agents (each an “Indemnitee”) from and
against any and all direct, as opposed to consequential, claims, damages, losses, liabilities, costs
or expenses (including specifically reasonable attorney’s fees) which the Bank may incur (or which
may be claimed against the Bank by any Person whatsoever) by reason of or in connection with
the execution and delivery of this Agreement and the Bank Note and the transactions contemplated
hereby or thereby and; provided that the Authority shall not be required to indemnify the Bank,
and the Authority shall have a cause of action against the Bank, for any direct, as opposed to
consequential, claims, damages, losses, liabilities, costs, or expenses to the extent, but only to the
extent, caused by (i) the Bank’s willful misconduct or gross negligence in determining whether
documents presented hereunder comply with the terms hereof or (ii) the Bank’s willful or grossly
negligent failure to make lawful payment hereunder after the presentation to the Bank by the
Authority of the Loan Notice strictly complying with the terms and conditions hereof (it being
understood that in making such payment the Bank’s exclusive reliance on the documents presented
to the Bank in accordance with the terms hereof as to any and all matters set forth therein, whether
or not any statement or any document presented pursuant hereto proves to be forged, fraudulent,
invalid or insufficient in any respect or any statement therein proves to be untrue or inaccurate in
any respect whatsoever, shall not be deemed willful misconduct or gross negligence of the Bank).
The Bank is hereby expressly authorized and directed to honor any demand for payment which is
made hereunder without regard to, and without any duty on its part to inquire into the existence
of, any disputes or controversies between the Authority or any other person or the respective rights,
duties or liabilities of any of them, or whether any facts or occurrences represented in any of the
documents presented hereunder are true and correct.

(c)  Waiver of Consequential Damages, Etc. To the fullest extent permitted by Applicable
Law, the Authority shall not assert, and hereby waives, and acknowledges that no other Person
shall have, any claim against any Indemnitee, on any theory of liability, for special, indirect,
consequential or punitive damages (as opposed to direct or actual damages) arising out of, in
connection with, or as a result of, this Agreement, any other Program Document or any agreement
or instrument contemplated hereby, the transactions contemplated hereby or thereby, the Loans or
the use of the proceeds thereof. No Indemnitee referred to in subsection (b) above shall be liable
for any damages arising from the use by unintended recipients of any information or other
materials distributed to such unintended recipients by such Indemnitee through
telecommunications, electronic or other information transmission systems in connection with this
Agreement or the other Program Documents or the transactions contemplated hereby or thereby.

(d)  Payments. All amounts due under this Section shall be payable not later than ten (10)
Business Days after demand therefor.

(e) Survival. The agreements in this Section and the indemnity provisions of
Section 8.02(d) shall survive the termination of the Commitment and the repayment, satisfaction
or discharge of all the other Obligations.

Section 9.6.  Expenses and Taxes. The Bank will promptly pay (a) the reasonable fees and

expenses (in an amount not to exceed $15,000 plus disbursements) of counsel to the Bank incurred
in connection with the preparation, execution and delivery of this Agreement and the other
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Program Documents, (b) the reasonable fees and expenses of counsel to the Authority, and (c) the
reasonable fees and expenses of the financial advisor to the Authority . The Authority will
promptly pay (i) the reasonable fees and disbursements of counsel to the Bank with respect to
advising the Bank as to the rights and responsibilities under this Agreement after the occurrence
of an Event of Default, (ii) all reasonable costs and expenses, if any, in connection with any
amendment to this Agreement, the Bank Note or any other Program Document, including in each
case the fees and disbursements of counsel to the Bank and (iii) all reasonable costs and expenses,
if any, in connection with the enforcement of this Agreement and any other documents which may
be delivered in connection herewith or therewith, including in each case the fees and disbursements
of counsel to the Bank. In addition, the Authority shall pay any and all stamp and other taxes and
fees payable or determined to be payable in connection with the execution, delivery, filing, and
recording of this Agreement and the security contemplated by the Program Documents and any
related documents and agrees to hold the Bank harmless from and against any and all liabilities
with respect to or resulting from any delay in paying or omission to pay such taxes and fees. In
addition, the Authority agrees to pay, after the occurrence of an Event of Default, all costs and
expenses (including attorneys’ fees and costs of settlement) incurred by the Bank in enforcing any
obligations or in collecting any payments due from the Authority hereunder by reason of such
Event of Default or in connection with any refinancing or restructuring of the credit arrangements
provided under this Agreement in the nature of a “workout” or of any insolvency or bankruptcy
proceedings.

Section 9.7.  No Waiver; Conflict. Neither any failure nor any delay on the part of the
Bank in exercising any right, power or privilege hereunder, nor any course of dealing with respect
to any of the same, shall operate as a waiver thereof, preclude any other or further exercise thereof
nor shall a single or partial exercise thereof preclude any other or further exercise thereof or the
exercise of any other right, power, or privilege. The remedies herein provided are cumulative, and
not exclusive of any remedies provided by law. To the extent of any conflict between this
Agreement, the Indenture and any other Program Documents, this Agreement and the Fee
Agreement shall control solely as between the Authority and the Bank.

Section 9.8.  Further Assurances. From time to time upon the request of either party
hereto, the other shall promptly and duly execute, acknowledge and deliver any and all such further
instruments and documents as the requesting party may in its reasonable discretion deem necessary
or desirable to confirm this Agreement, and the other Program Documents, to carry out the purpose
and intent hereof and thereof or to enable the requesting party to enforce any of its rights hereunder
or thereunder. At any time, and from time to time, upon request by the Bank, the Authority will,
at the Authority’s expense, correct any defect, error or omission which may be discovered in the
form or content of any of the Program Documents. Upon any failure by the Authority to do so,
the Bank or the Trustee may make, execute and record any and all such instruments, certificates
and other documents for and in the name of the Authority, all at the sole expense of the Authority,
and the Authority hereby appoints the Bank and the Trustee the agent and attorney-in-fact of the
Authority to do so, this appointment being coupled with an interest and being irrevocable. In
addition, at any time, and from time to time, upon request by the Bank or the Trustee, the Authority
will, at the Authority's expense, provide any and all further instruments, certificates and other
documents as may, in the opinion of the Bank or the Trustee, be necessary or desirable in order to
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verify the Authority’s identity and background in a manner satisfactory to the Bank or the Trustee,
as the case may be.

Section 9.9.  Dealing with the Authority and/or the Trustee. The Bank and its affiliates
may accept deposits from, extend credit to and generally engage in any kind of banking, trust or
other business with the Authority and/or the Trustee regardless of the capacity of the Bank
hereunder.

Section 9.10.  Severability. Any provision of this Agreement or the other Program
Documents which is prohibited or illegal, invalid or unenforceable in any jurisdiction shall, as to
such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof or thereof or affecting the validity or enforceability
of such provision in any other jurisdiction, and all other remaining provisions hereof will be
construed to render them enforceable to the fullest extent permitted by law. The parties hereto
shall endeavor in good faith negotiations to replace the illegal, invalid or unenforceable provisions
with valid provisions the economic effect of which comes as close as possible to that of the illegal,
invalid or unenforceable provisions.

Section 9.11.  Counterparts. This Agreement may be executed in two or more counterparts,
each of which shall constitute an original, but when taken together shall constitute but one
agreement and any of the parties hereto may execute this Agreement by signing any such
counterpart. This Agreement, the other Program Documents, and any separate letter agreements
with respect to fees payable to the Bank, constitute the entire contract among the parties relating
to the subject matter hereof and supersede any and all previous agreements and understandings,
oral or written, relating to the subject matter hereof. Except as provided in Section 4.1, this
Agreement shall become effective when it shall have been executed by the Bank and when the
Bank shall have received counterparts hereof that, when taken together, bear the signatures of each
of the other parties hereto. Delivery of an executed counterpart of a signature page of this
Agreement or any other Program Document, or any certificate delivered thereunder, by fax
transmission or e-mail transmission (e.g. “pdf” or “tif”’) shall be effective as delivery of a manually
executed counterpart of this Agreement or such other Program Document or certificate. Without
limiting the foregoing, to the extent a manually executed counterpart is not specifically required
to be delivered under the terms of any Program Document, upon the request of any party, such fax
transmission or e-mail transmission shall be promptly followed by such manually executed
counterpart.

Section 9.12.  Table of Contents; Headings. The table of contents and the section and
subsection headings used herein have been inserted for convenience of reference only and do not
constitute matters to be considered in interpreting this Agreement.

SECTION 9.13.  ENTIRE AGREEMENT. THIS AGREEMENT TOGETHER WITH THE BANK NOTE
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES HERETO AND MAY NOT BE
CONTRADICTED BY EVIDENCE OF PRIOR, CONTEMPORANEOQOUS, OR SUBSEQUENT ORAL AGREEMENTS
OF THE PARTIES HERETO.

-45-



SECTION 9.14.  GOVERNING LAw. (a) THIS AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE INTERNAL LAWS OF THE STATE OF CALIFORNIA.

(b) Each party hereto hereby irrevocably waives, to the fullest extent permitted by
Applicable Law, any right it may have to a trial by jury in any legal proceeding directly or
indirectly arising out of or relating to this Agreement or any other Program Document or the
transactions contemplated hereby or thereby (whether based on contract, tort or any other theory).
If and to the extent the foregoing waiver of the right to a jury trial is unenforceable for any reason,
the parties hereto hereby consent to the adjudication of any and all claims pursuant to judicial
reference as provided in California Code of Civil Procedure Section 638, and the judicial referee
shall be empowered to determine any and all issues in such reference whether fact or law. Each
party hereto (a) certifies that no representative, agent or attorney of any other person has
represented, expressly or otherwise, that such other person would not, in the event of litigation,
seek to enforce the foregoing waiver and (b) acknowledges and represents that it and the other
parties hereto have been induced to enter into this Agreement and the other Program Documents
by, among other things, the mutual waivers and certifications in this Section, and that it has
reviewed this waiver and consent, and knowingly, voluntarily and intentionally waives its jury trial
rights and consents to judicial reference following the opportunity to consult with legal counsel of
its choice on such matters. In the event of litigation, a copy of this Agreement may be filed as a
written consent to a trial by the court or to judicial reference under California Code of Civil
Procedure Section 678 as provided herein.

IF ANY ACTION OR PROCEEDING IS FILED IN A COURT OF THE STATE OF CALIFORNIA BY OR
AGAINST ANY PARTY HERETO IN CONNECTION WITH ANY OF THE TRANSACTIONS CONTEMPLATED BY
THIS AGREEMENT OR ANY OTHER PROGRAM DOCUMENT, (A) THE COURT SHALL, AND IS HEREBY
DIRECTED TO, MAKE A GENERAL REFERENCE PURSUANT TO CALIFORNIA CODE OF CIVIL PROCEDURE
SECTION 638 TO A REFEREE (WHO SHALL BE A SINGLE ACTIVE OR RETIRED JUDGE) TO HEAR AND
DETERMINE ALL OF THE ISSUES IN SUCH ACTION OR PROCEEDING (WHETHER OF FACT OR OF LAW)
AND TO REPORT A STATEMENT OF DECISION, PROVIDED THAT AT THE OPTION OF ANY PARTY TO SUCH
PROCEEDING, ANY SUCH ISSUES PERTAINING TO A “PROVISIONAL REMEDY” AS DEFINED IN
CALIFORNIA CODE OF CIVIL PROCEDURE SECTION 1281.8 SHALL BE HEARD AND DETERMINED BY
THE COURT, AND (B) WITHOUT LIMITING THE GENERALITY OF THIS SECTION 9.14, THE AUTHORITY
SHALL BE SOLELY RESPONSIBLE TO PAY ALL FEES AND EXPENSES OF ANY REFEREE APPOINTED IN
SUCH ACTION OR PROCEEDING.

(c) The waivers made pursuant to this Section 9.14 shall be irrevocable and
unmodifiable, whether in writing or orally, and shall be applicable to any subsequent amendments,
renewals, supplements or modifications of this Agreement. In the event of litigation, this
Agreement may be filed as a written consent to a trial by the court sitting without a jury.

(d)  Submission to Jurisdiction. THE AUTHORITY IRREVOCABLY AND UNCONDITIONALLY
AGREES THAT IT WILL NOT COMMENCE ANY ACTION, LITIGATION OR PROCEEDING OF ANY KIND OR
DESCRIPTION, WHETHER IN LAW OR EQUITY, WHETHER IN CONTRACT OR IN TORT OR OTHERWISE,
AGAINST THE BANK OR ANY RELATED PARTY OF THE BANK IN ANY WAY RELATING TO THIS
AGREEMENT OR ANY OTHER PROGRAM DOCUMENT OR THE TRANSACTIONS RELATING HERETO OR
THERETO, IN ANY FORUM OTHER THAN THE COURTS OF THE STATE OF NEW YORK SITTING IN NEW
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YORK COUNTY AND OF THE UNITED STATES DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW
YORK AND THE COURTS OF THE STATE OF CALIFORNIA, AND ANY APPELLATE COURT FROM ANY
THEREOF, AND EACH OF THE PARTIES HERETO IRREVOCABLY AND UNCONDITIONALLY SUBMITS TO
THE JURISDICTION OF SUCH COURTS AND AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH
ACTION, LITIGATION OR PROCEEDING MAY BE HEARD AND DETERMINED IN SUCH NEW YORK OR
CALIFORNIA STATE COURT OR, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, IN SUCH
FEDERAL COURT. EACH OF THE PARTIES HERETO AGREES THAT A FINAL JUDGMENT IN ANY SUCH
ACTION, LITIGATION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER
JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. NOTHING
IN THIS AGREEMENT OR IN ANY OTHER PROGRAM DOCUMENT SHALL AFFECT ANY RIGHT THAT THE
BANK MAY OTHERWISE HAVE TO BRING ANY ACTION OR PROCEEDING RELATING TO THIS
AGREEMENT OR ANY OTHER PROGRAM DOCUMENT AGAINST THE AUTHORITY OR ITS PROPERTIES IN
THE COURTS OF ANY JURISDICTION.

(c) Waiver of Venue. THE AUTHORITY IRREVOCABLY AND UNCONDITIONALLY WAIVES,
TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY OBJECTION THAT IT MAY NOW OR
HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY ACTION OR PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR ANY OTHER PROGRAM DOCUMENT IN ANY COURT REFERRED TO
IN PARAGRAPH (B) OF THIS SECTION. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES,
TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, THE DEFENSE OF AN INCONVENIENT
FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH COURT.

(d) Service of Process. EACH PARTY HERETO IRREVOCABLY CONSENTS TO SERVICE OF
PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 8.02. NOTHING IN THIS AGREEMENT
WILL AFFECT THE RIGHT OF ANY PARTY HERETO TO SERVE PROCESS IN ANY OTHER MANNER
PERMITTED BY APPLICABLE LAW.

Section 9.15.  USA Patriot Act; Government Regulations. The Bank hereby notifies the
Authority that pursuant to the requirements of the USA PATRIOT Act (Title III of Pub. L. 107-56
(signed into law October 26, 2001)) (the “Patriot Act”), the Bank is required to obtain, verify and
record information that identifies the Authority, which information includes the name and address
of the Authority and other information that will allow the Bank to identify the Authority in
accordance with the Patriot Act. The Authority shall, promptly following a request by the Bank,
provide all documentation and other information that the Bank reasonably requests in order to
comply with its ongoing obligations under Applicable Law or regulation, including, without
limitation, “know your customer” and anti-money laundering rules and regulations, including the
Patriot Act, and shall comply with all applicable Bank Secrecy Act (“BSA ") laws and regulations,
as amended.

The Authority hereby represents and warrants and covenants and agrees (a) that it is not
and shall not be listed on the Specially Designated Nationals and Blocked Person List or other
similar lists maintained by the OFAC, the Department of the Treasury or included in any Executive
Orders, that prohibits or limits the Bank from making any advance or extension of credit to the
Authority or from otherwise conducting business with the Authority and (b) to ensure that the
proceeds of the Loans shall not be used to violate any of the foreign asset control regulations of
OFAC or any enabling statute or Executive Order relating thereto.
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Section 9.16.  No Advisory or Fiduciary Relationship. In connection with all aspects of
each transaction contemplated hereby (including in connection with any amendment, waiver or
other modification hereof, the Bank Note or the other Program Documents), the Authority
acknowledges and agrees, and acknowledges its Affiliates’ understanding, that: (a) (i) the services
regarding this Agreement provided by the Bank and any Affiliate thereof are arm’s-length
commercial transactions between the Authority, on the one hand, and the Bank and its Affiliates,
on the other hand, (ii) the Authority has consulted its own legal, accounting, regulatory and tax
advisors to the extent it has deemed appropriate, and (iii) the Authority is capable of evaluating,
and understands and accepts, the terms, risks and conditions of the transactions contemplated
hereby and by the Bank Note and the other Program Documents; (b) (i) the Bank and its Affiliates
each is and has been acting solely as a principal and, except as expressly agreed in writing by the
relevant parties, has not been, is not, and will not be acting as an advisor (municipal, financial or
otherwise), agent or fiduciary, for the Authority, or any other Person the Bank is not
recommending that the Authority take an action with respect to the transaction described in this
Agreement and the other Program Document and (i1) neither the Bank nor any of its Affiliates has
any obligation to the Authority with respect to the transactions contemplated hereby except those
obligations expressly set forth herein; (c) the Bank and its Affiliates may be engaged in a broad
range of transactions that involve interests that differ from those of the Authority, and neither the
Bank nor any of its Affiliates has any obligation to disclose any of such interests to the Authority;
(d) the Bank has no fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934
to the Department with respect to this transaction and the discussions, undertakings and procedures
leading thereto (irrespective of whether the Bank or any of its affiliates has provided other services
or is currently providing other services to the Authority on other matters). To the fullest extent
permitted by law, the Authority, hereby waives and releases any claims that it may have against
the Bank or any of its Affiliates with respect to any breach or alleged breach of agency or fiduciary
duty in connection with any aspect of any transactions contemplated hereby.

Section 9.17.  Time of the Essence. Time is of the essence of the Program Documents.

Section 9.18.  Entire Agreement. THIS AGREEMENT AND THE OTHER PROGRAM DOCUMENTS
REPRESENT THE FINAL AGREEMENT AMONG THE PARTIES AND MAY NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES.
THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG THE PARTIES.

Section 9.19.  US QFC Stay Rules.

(@)  Recognition of U.S. Resolution Regimes. In the event that any party that is a Covered
Entity becomes subject to a proceeding under a U.S. Special Resolution Regime, the transfer of
this Agreement (and any interest and obligation in or under this Agreement and any property
securing this Agreement) from such Covered Entity will be effective to the same extent as the
transfer would be effective under the U.S. Special Resolution Regime if this Agreement (and any
such interest, obligation and property) were governed by the laws of the United States or a state of
the United States. In the event that any party that is a Covered Entity or a BHC Act Affiliate of
such party becomes subject to a proceeding under a U.S. Special Resolution Regime, Default
Rights against such party with respect to this Agreement are permitted to be exercised to no greater
extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if
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this Agreement were governed by the laws of the United States or a state of the United States. The
requirements of this paragraph (a) apply notwithstanding the provisions of paragraph (b).

(b) Limitation on the Exercise of Certain Rights Related to Affiliate Insolvency
Proceedings. Notwithstanding anything to the contrary in this Agreement or any related
agreement, but subject to the requirements of paragraph (a), no party to this Agreement shall be
permitted to exercise any Default Right against a party that is a Covered Entity with respect to this
Agreement that is related, directly or indirectly, to a BHC Act Affiliate of such Covered Entity
becoming subject to Insolvency Proceedings, except to the extent the exercise of such Default
Right would be permitted under 12 C.F.R. § 252.84, 12 C.F.R. § 47.5, or 12 C.F.R. § 382.4, as
applicable. After a BHC Act Affiliate of a party that is a Covered Entity has become subject to
Insolvency Proceedings, any party that seeks to exercise a Default Right against such Covered
Entity with respect to this Agreement shall have the burden of proof, by clear and convincing
evidence, that the exercise of such Default Right is permitted hereunder.

“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined under, and interpreted
in accordance with, 12 U.S.C. 1841(k)) of such party.

“Covered Entity” means any of the following:

(a) a “covered entity” as that term is defined in, and interpreted in accordance with, 12
C.F.R. § 252.82(b);

(b) a “covered bank” as that term is defined in, and interpreted in accordance with, 12
C.F.R. §47.3(b); or

(c) a“covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R.
§ 382.2(b).

“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance
with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable.

“Insolvency Proceeding” means a receivership, insolvency, liquidation, resolution, or similar
proceeding.

“U.S. Special Resolution Regime” means each of (1) the Federal Deposit Insurance Act and the
regulations promulgated thereunder and (ii) Title II of the Dodd-Frank Wall Street Reform and
Consumer Protection Act and the regulations promulgated thereunder.

Section 9.20.  Amendment and Restatement. This Agreement amends and restates in its
entirety the Existing Agreement and from and after the Effective Date all references made to the
Existing Agreement in any Program Document or in any other instrument or document shall
without more, be deemed to refer to this Agreement. This Agreement shall become effective and
supersede all provisions of the Existing Agreement upon the execution of this Agreement by each
of the parties hereto and the fulfillment of all conditions precedent hereof but is not intended to be
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or operate as a novation or an accord and satisfaction of the Existing Agreement or the
indebtedness, obligations and liabilities of the Authority evidenced or provided for thereunder.

[SIGNATURE PAGES FOLLOW|
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IN WITNESS WHEREOF, the Authority and the Bank have duly executed this Amended and
Restated 2021 Credit Agreement as of the date first above written.

ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY

By:
Name:
Title:

ORANGE COUNTY TRANSPORTATION
AUTHORITY, a party solely in its capacity as
the party to request Loans in accordance with
Section 2.2 of this Agreement

By:
Name:
Title:

[SIGNATURE PAGE TO AMENDED AND RESTATED 2021 CREDIT AGREEMENT]



BANK OF AMERICA, N.A.

By:

Name: Grace Barvin
Title: Senior Vice President

[SIGNATURE PAGE TO AMENDED AND RESTATED 2021 CREDIT AGREEMENT]



EXHIBIT A

FOoRM OF LOAN NOTICE

Date: ,201

To: Bank of America, N.A.
800 5th Avenue, Floor 35
Mailcode WA1-501-35-11
Seattle, Washington 98104
Attention: Satinder Parwana
Telephone:  (206) 358-6055
Email: satinder.parwana@bofa.com

Ladies and Gentlemen:

Reference is made to the Amended and Restated 2021 Credit Agreement dated as of June
29, 2020 (as amended, restated, extended, supplemented or otherwise modified in writing from
time to time, the “Agreement; ” the terms defined therein being used herein as therein defined), by
and among Orange County Transportation Authority (“OCTA”), Orange County Local
Transportation Authority (the “Authority”), and Bank of America, N.A. (the “Bank’).

The undersigned hereby requests a borrowing of a Loan:

I. On (a Business Day).

2.  In the amount of $

3. To the account provided by OCTA to the Bank in accordance with
Section 2.2 of the Agreement.

4. OCTA and the Authority hereby certify that the conditions precedent to the
Loan set forth in Section 4.2 of the Agreement have been satisfied.

Delivery of an executed counterpart of a signature page of this notice by fax transmission
or other electronic mail transmission (e.g., “pdf” or “tif”’) shall be effective as delivery of a

manually executed counterpart of this notice.

[SIGNATURE PAGE FOLLOWS)]



OCTA hereby represents and warrants that the conditions specified in Section 4.02 of the
Agreement shall be satisfied on and as of the date of the Initial Borrowing.

ORANGE COUNTY TRANSPORTATION AUTHORITY

By:
Name:
Title:

ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY

By:
Name:
Title:
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ATTACHMENT B

CHAPMAN DRAFT DATED MAY 19, 2020

AMENDED AND RESTATED 2021 FEE AGREEMENT
DATED JUNE 29, 2020

Reference is hereby made to (i) the Amended and Restated 2021 Credit Agreement dated
as of June 29, 2020 (as amended, supplemented, modified or restated from time to time, the
“Agreement”), by and among the ORANGE COUNTY TRANSPORTATION AUTHORITY, a public
agency of the State of California responsible for transportation matters within the County of
Orange, California (“OCTA”’) and the ORANGE COUNTY LOCAL TRANSPORTATION AUTHORITY, a
local transportation authority duly established and existing under the laws of the State of
California (the “Authority”) and BANK OF AMERICA, N.A., a national banking association and its
successors and assigns (the “Bank”) and (ii) the 2021 Fee Agreement dated July 26, 2017 (the
“Existing Fee Agreement”) between the Authority and the Bank. Capitalized terms not
otherwise defined herein have the meanings set forth in the Agreement.

The Bank and the Authority have agreed to make certain modifications to the Existing
Fee Agreement and, for the sake of clarity and convenience, the Bank and the Authority wish to
amend and restate the Existing Fee Agreement in its entirety. The purpose of this Amended and
Restated 2021 Fee Agreement (the “Amended and Restated Fee Agreement”) is to confirm the
agreement between the Bank and the Authority with respect to certain fees payable by the
Authority to the Bank pursuant to the Agreement. This Amended and Restated Fee Agreement is
the Fee Agreement referenced in the Agreement, and the terms hereof are incorporated by
reference into the Agreement. This Amended and Restated Fee Agreement and the Agreement
are to be construed as one agreement between the Authority and the Bank, and all obligations
hereunder are to be construed as obligations thereunder. All references to amounts due and
payable under the Agreement will be deemed to include all amounts, fees and expenses payable
under this Amended and Restated Fee Agreement.

ARTICLE [. FEES.

Section 1.1.  Commitment Fees. (a) The Authority hereby agrees to pay to the Bank on
July 1, 2020 (for the period commencing on April 1, 2020 and ending on June 28, 2020), on
October 1, 2020 (for the period commencing on the Effective Date and ending on September 30,
2020), and on the first Business Day of each January, April, July, and October to occur thereafter
(each, a “Quarterly Payment Date’’) to the Commitment Termination Date, and on the
Commitment Termination Date, for each day during the immediately preceding fee period, a
non-refundable facility fee (the “Commitment Fee”), computed in arrears (on the basis of a 360
day year for the actual number of days elapsed per the applicable fee period) in an amount equal
to the product of (i) the positive difference between (A) the Commitment from time to time in
effect for each day during the related fee period and (B) the principal amount of the Loan
outstanding for each day during the related fee period and (ii) the rate per annum corresponding
to the Rating set forth in the applicable Level in the pricing matrix below (the “Commitment Fee
Rate”) from time to time in effect for each day during each related fee period:

Amended and Restated 2021 OCLTA Fee Agreement - BANA (2)6 (Staff Report)
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(1) for the period commencing on April 1, 2020, to but not including the Effective Date, the
Commitment Fee Rate for such period shall be determined in accordance with the applicable
Level and corresponding Rating set forth below:

MooDY’s COMMITMENT
LEVEL RATING FITCH RATING S&P RATING FEE RATE
Level 1: Aa2 or above AA or above AA or above 0.36%
Level 2: Aa3 AA- AA- 0.51%
Level 3: Al A+ A+ 0.66%
Level 4: A2 A A 0.81%
Level 5: A3 A- A- 0.96%
Level 6: Baal BBB+ BBB+ 1.16%
Level 7: Baa2 BBB BBB 1.36%
Level 8: Baa3 or Below BBB-or Below BBB- or Below 1.66%

(i1) for the period commencing on and including the Effective Date, and at all times thereafter,
the Commitment Fee Rate for such period shall be determined in accordance with the applicable
Level and corresponding Rating set forth below:

MooDY’s COMMITMENT
LEVEL RATING FITCH RATING S&P RATING FEE RATE
Level 1: Aa2 or above AA or above AA or above 0.34%
Level 2: Aa3 AA- AA- 0.49%
Level 3: Al A+ A+ 0.64%
Level 4: A2 A A 0.79%
Level 5: A3 A- A- 0.94%
Level 6: Baal BBB+ BBB+ 1.14%
Level 7: Baa2 BBB BBB 1.34%
Level 8: Baa3 or Below BBB-or Below BBB- or Below 1.64%

The term “Rating” as used herein shall mean the lowest long-term unenhanced debt rating
assigned by each of S&P, Fitch or Moody’s (in each case to the extent such Rating Agency is
then providing such a rating) to any Senior Lien Debt or any Debt of the Authority secured by a
first lien on the Sales Tax Revenues (without regard to bond insurance or any other form of
credit enhancement). In the event that a Rating is withdrawn, suspended or otherwise
unavailable from any of S&P, Fitch or Moody’s or upon the occurrence and during the
continuance of any Event of Default (whether or not the Bank declares an Event of Default in
connection therewith), in each such case, the Commitment Fee Rate shall increase automatically,
immediately and without notice by 1.50% per annum above the Commitment Fee Rate otherwise
in effect. In the event of a split rating (i.e., one of the foregoing Rating Agencies’ ratings is at a
different level than the rating of either of the other Rating Agencies), the Commitment Fee Rate
shall be based upon the Level in which the lowest Rating appears (for the avoidance of doubt,
Level 8 is the lowest Level, and Level 1 is the highest Level for purposes of the above pricing
grid). Any change in the Commitment Fee Rate resulting from a change in a rating shall be and



become effective as of and on the date of the announcement of the change in such rating.
References to ratings above are references to rating categories as presently determined by the
Rating Agencies and in the event of adoption of any new or changed rating system or the
adoption of a “global” rating scale by any such Rating Agency, the Ratings from the Rating
Agency in question referred to above shall be deemed to refer to the rating category under the
new rating system or, in the event of the adoption of a “global” rating scale by any Rating
Agency, the recalibrated or realigned rating category under such “global” rating scale, which
most closely approximates the applicable rating category as currently in effect. The Authority
acknowledges that as of the Effective Date the Commitment Fee Rate is that specified above for
Level 1. The Commitment Fees shall be payable quarterly in arrears on each Quarterly Payment
Date, together with interest on the Commitment Fees from the date payment is due until payment
in full at the Default Rate, such interest to be payable on demand. Such Commitment Fee shall
be payable in immediately available funds and computed on the basis of a 360-day year and the
actual number of days elapsed.

(b)  Payment of Commitment Fees. In connection with the Commitment Fees payable
hereunder, the Bank shall provide the Authority with a written invoice ten (10) calendar days in
advance of the date on which such Commitment Fees are due and payable; provided, however,
that the failure by the Bank to provide a written invoice ten (10) calendar days in advance of a
Quarterly Payment Date shall not relieve the Authority of its obligation to pay such Commitment
Fees within ten (10) calendar days following receipt by the Authority of an invoice with respect
to such Quarterly Payment Date. To the extent additional or other amounts are due and owing
the Bank with respect to Commitment Fees for any fee period in accordance with Section 1.1(a)
hereof, the foregoing shall not preclude the Bank from providing the Authority with a
supplemental invoice with respect to such additional or other amounts with respect to such
Commitment Fees and, in any event, shall not relieve the Authority of its obligation to pay such
additional or other amounts due and owing the Bank with respect to such Commitment Fees
within ten (10) calendar days following receipt by the Authority of such supplemental invoice.
Each invoice for Commitment Fees shall be sent by the Bank to the Authority via email to
Andrew Oftelie and Kirk Avilia at aoftelie@octa.net and kavila@octa.net or by facsimile to
(714) 560-5800, or both, or to such other email address or addresses or facsimile numbers as may
be provided to the Bank by the Authority in writing.

Section 1.2.  Loan Fee. The Authority hereby agrees to pay to the Bank in connection
with the Loan under the Agreement, a non-refundable loan fee of $295 for each Loan made by
the Bank pursuant to the Agreement, payable without any requirement of notice or demand by
the Bank on the date of the related Loan.

Section 1.3.  Amendment, Transfer, Waiver Fees and Other Fees and Expenses. The
Authority agrees to pay to the Bank on the date of each amendment, modification, or supplement
of the Agreement or any amendment, modification, or supplement to any Program Document
which requires the waiver or consent of the Bank, an amendment, modification, supplement,
waiver or consent fee, as applicable, of $2,500 plus the reasonable fees of any legal counsel
retained by the Bank in connection therewith. The Authority agrees to pay to the Bank all of the
Bank’s out-of-pocket expenses arising in connection with the administration and enforcement of,
preservation of rights in connection with a workout, restructuring or default under or with respect
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to, the Agreement, this Amended and Restated Fee Agreement or the other Program Documents,
plus the reasonable fees of any legal counsel retained by the Bank in connection therewith.

ARTICLE II. MISCELLANEOUS.

Section 2.1.  Expenses. The Bank shall pay (i) the reasonable legal fees and expenses,
plus disbursements, of Chapman and Cutler LLP incurred in connection with the preparation and
negotiation of the Agreement, this Amended and Restated Fee Agreement and certain other
Program Documents in an amount not to exceed $15,000, (ii) the reasonable legal fees and
expenses, plus disbursements, of legal counsel to the Authority, and (iii) the reasonable fees and
expenses, plus disbursements, of the financial advisor to the Authority. The legal fees provided
for in this Section 2.1(i) must be paid directly to the Bank’s counsel, Chapman and Cutler LLP,
in accordance with the instructions provided by Chapman and Cutler LLP.

Section 2.2. Amendments. ~ No amendment to this Amended and Restated Fee
Agreement shall become effective without the prior written consent of the Authority and the
Bank.

Section 2.3.  Governing Law. This Amended and Restated Fee Agreement shall be
governed by and construed in accordance with the internal laws of the State of California.

Section 2.4.  Counterparts. This Amended and Restated Fee Agreement may be
executed in two or more counterparts, each of which shall constitute an original but both or all of
which, when taken together, shall constitute but one instrument. This Amended and Restated
Fee Agreement may be delivered by the exchange of signed signature pages by facsimile
transmission or by attaching a pdf copy to an email, and any printed or copied version of any
signature page so delivered shall have the same force and effect as an originally signed version
of such signature page.

Section 2.5.  Severability. Any provision of this Amended and Restated Fee Agreement
which is prohibited, unenforceable or not authorized in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such prohibition, unenforceability or non-
authorization without invalidating the remaining provisions hereof or affecting the validity,
enforceability or legality of such provision in any other jurisdiction.

Section 2.6.  No Disclosure. Unless required by law, the Authority shall not deliver or
permit, authorize or consent to the delivery of this Amended and Restated Fee Agreement to any
Person for delivery to the Municipal Securities Rulemaking Board unless the Bank provides its
prior written consent.

Section 2.7.  Existing Fee Agreement. This Amended and Restated Fee Agreement
amends and restates in its entirety the Existing Fee Agreement but is not intended to operate as a
novation or an accord and satisfaction of the Existing Fee Agreement or the indebtedness,
obligations and liabilities of the Authority evidenced or provided for thereunder. The parties
hereto agree that this Amended and Restated Fee Agreement does not extinguish or discharge the
obligations of the Authority or the Bank under the Existing Fee Agreement. Reference to this
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specific Amended and Restated Fee Agreement need not be made in any agreement, document,
instrument, letter, certificate, the Existing Fee Agreement itself, or any communication issued or
made pursuant to or with respect to the Existing Fee Agreement, any reference to the Existing
Fee Agreement being sufficient to refer to the Existing Fee Agreement as amended and restated
hereby, and more specifically, any and all references to the Fee Agreement in the Agreement
shall mean this Amended and Restated Fee Agreement.

[SIGNATURE PAGES FOLLOW|



IN WITNESS WHEREOF, the parties hereto have caused this Amended and Restated Fee
Agreement to be duly executed and delivered by their respective officers thereunto duly
authorized as of the date first written above.

ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY

By:

Name:
Title:

[SIGNATURE PAGE TO AMENDED AND RESTATED 2021 FEE AGREEMENT]



BANK OF AMERICA, N.A.

By:

Name: Grace Barvin
Title: Senior Vice President

[SIGNATURE PAGE TO AMENDED AND RESTATED 2021 FEE AGREEMENT]



ATTACHMENT C

DRAFT DATED MAY 19, 2020

AMENDED AND RESTATED 2021 BANK NOTE

$500,000,000 Maximum Principal Amount June 29, 2020

FOR VALUE RECEIVED, the undersigned, ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY (the “Borrower”), hereby promises to pay to the order of Bank of America, N.A. (the
“Bank™), at 333 S. Hope St., 23rd Floor, Mailcode CA9-193-23-04, Los Angeles, California
90071-1406, in the manner and on the dates provided in the hereinafter defined Agreement in
lawful money of the United States of America and in immediately available funds, the principal
amount equal to the aggregate unreimbursed amount of the Loans and other Obligations made by
the Bank pursuant to the Agreement not to exceed Five Hundred Million Dollars ($500,000,000).
Terms used herein and not otherwise defined herein shall have the meanings assigned to them in
the Amended and Restated 2021 Credit Agreement dated as of June 29, 2020 (as amended,
supplemented, modified or restated, the “Agreement’’) by and among the Borrower, the Orange
County Transportation Authority and the Bank, as from time to time in effect.

The Borrower further promises to pay interest from the date hereof on the outstanding
principal amount hereof and unpaid interest hereon from time to time at the rates and times and in
all cases in accordance with the terms of the Agreement. The Bank may endorse its records relating
to this Amended and Restated 2021 Bank Note (the “Bank Note”) with appropriate notations
evidencing the Loans made under the Agreement and payments of principal hereunder as
contemplated by the Agreement.

This Bank Note is issued pursuant to, is entitled to the benefits of, and is subject to, the
provisions of the Agreement and that certain Second Supplemental Indenture, dated as of June 1,
2017 (as amended, supplemented, modified or restated from time to time in accordance with the
terms of the Agreement and thereof, referred to herein as the “Supplemental Indenture ), between
the Borrower and The Bank of New York Mellon Trust Company, N.A., as trustee, and its
permitted successors and assigns (the “Trustee’”), which Supplemental Indenture supplements the
Master Indenture of Trust dated as of December 1, 2010 (as amended, supplemented, modified or
restated from time to time in accordance with the terms of the Agreement and thereof, the “Senior
Lien Bond Indenture”), between the Borrower and Trustee, relating to the Borrower’s Measure
M2 Sales Tax Revenue Bonds (Limited Tax Bonds), as the same has been amended, supplemented,
modified or restated from time to time in accordance with the terms thereof and as may be further
amended, supplemented, modified or restated from time to time in accordance with the terms of
the Agreement and thereof. The principal of and interest on this Bank Note is subject to
prepayment and acceleration in accordance with the terms of the Agreement and is secured by
Sales Tax Revenues deposited to the Subordinate Obligations Fund (including Revenues) and the
Subordinate Obligations Fund in accordance with Section 19.02 of the Supplemental Indenture
and Section 3.1 of the Agreement.

AR OCTA 2021 Bank Note 4831-8477-9196 v3 (Staff Report)
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The parties hereto, including the undersigned maker and all guarantors, endorsers and
pledgors that may exist at any time with respect hereto, hereby waive presentment, demand, notice,
protest and all other demands and notices in connection with the delivery, acceptance, performance
and enforcement of this Bank Note and assent to the extensions of the time of payment or
forbearance or other indulgence without notice.

This Bank Note replaces and supersedes, and evidences indebtedness formerly evidenced
by a 2021 Bank Note of the Borrower dated July 26, 2017 in the amount of $500,000,000. Delivery
and acceptance of this Bank Note shall not evidence repayment of such indebtedness.

THIS BANK NOTE AND THE OBLIGATIONS OF THE BORROWER HEREUNDER SHALL FOR ALL
PURPOSES BE GOVERNED BY AND INTERPRETED AND DETERMINED IN ACCORDANCE WITH THE
INTERNAL LAWS OF THE STATE OF CALIFORNIA.

[SIGNATURE PAGE FOLLOWS)]



IN WITNESS WHEREOF, the Borrower has caused this Bank Note to be signed in its name as
an instrument by its duly authorized officer on the date and in the year first above written.

ORANGE COUNTY LOCAL TRANSPORTATION
AUTHORITY

By:

Name:
Title:

Signature Page to OCTA Bank Note relating to Amended and Restated 2021 Credit Agreement
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To: Finance and Administration Corﬁmittee,.f
L' i - v

From: Darrell E. Johnson, Cﬁief Executive Officer
Subject: Extension of 91 Express Lanes Temporary Measures

Overview

In April 2020, the Orange County Transportation Authority and the
Riverside County Transportation Commission respective Board of Directors
approved the temporary waiving of monthly account maintenance fees for
91 Express Lanes customers. The Orange County Transportation Authority
Board of Directors also approved the temporary modification of the 91 Express
Lanes Toll Policy to allow the ability to suspend automatic toll rate increases. An
additional extension of these measures is being requested for approval.

Recommendations

A. Authorize the Chief Executive Officer to temporarily waive for a period of
up to 90 days, 91 Express Lanes monthly account fees, for the months of
July 2020, August 2020, and September 2020.

B. Authorize the Chief Executive Officer to temporarily modify for a period of
up to 90 days the 91 Express Lanes Toll Policy to allow for the ability to
remove automatic toll rate increases, if necessary.

Discussion

On April 13, 2020, the Orange County Transportation Authority (OCTA) Board
of Directors (Board) approved recommendations related to the operations of the
91 Express Lanes (91 EL). These recommendations were driven by the
sharp decreases of traffic volumes and toll revenues attributed to the novel
coronavirus (COVID-19) pandemic and California Governor Newsom’s orders
for residents to self-quarantine and refrain from non-essential travel.

Traffic volumes and toll revenues dropped to their lowest weekly level since
OCTA acquired the 91 EL in 2003 during the week of April 5, 2020. Since then,
traffic volumes and revenues have been increasing steadily each week. At the

Orange County Transportation Authority
550 South Main Street / P.O. Box 14184 / Orange / California 92863-1584 / (714) 560-OCTA (6282)



Extension of 91 Express Lanes Temporary Measures Page 2

lowest point in April 2020, traffic volumes dropped 81 percent from the levels
reached in 2019. For the most current week available, traffic volumes are down
approximately 46 percent from the same period in 2019. The graph below shows
the weekly changes in traffic volumes since the beginning of March 2020.
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Amid the concerns about the spread of COVID-19 and following the governor’s
guidance to help reduce its spread, the 91 EL customer walk-in center in Corona
was closed in March 2020 and will remain so until further notice. Operational
activities in the Anaheim and Corona locations continue to function with a
combination of remote workers and core staff located at the facilities. Core
essential functions include aiding stranded motorists, providing incident
management services and dispatching emergency vehicles through the traffic
operations center. The call center remains open to respond to customer service
and violation calls.

Extension of Temporary Measures

Although traffic volumes and toll revenues have been increasing over the past
several weeks, they still are approximately half of the levels from the previous
year. In addition, the stay-at-home order is still in place; however, it has been
modified to reflect additional services to be allowed to operate. Even with an
easing of restrictions, the number of unemployed individuals continues to
increase in the Southern California region and many are facing financial
hardships.

Given these conditions, staff is recommending that OCTA’s Chief Executive
Officer’s (CEO) authorization to temporarily waive account maintenance fees be
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extended for an additional period of up to 90 days. These fees are for the
Standard and Express Club accounts and generate approximately $200,000 per
month for OCTA. If the stay-at-home mandate is lifted and traffic volumes return
to a normal state, the monthly account maintenance fees will be reinstated by
the CEO.

In addition to the temporary waiver of account maintenance fees, the Board also
approved the temporary modification of the 91 EL Toll Policy in April 2020 to
allow the ability to suspend automatic toll rate increases. Toll increases for
Easter Sunday and Mother’s Day were not implemented, as well as a scheduled
April 1, 2020, toll rate increase. The main purpose of this modification was to
address the two percent cost-of-living adjustment that is scheduled for
July 1, 2020. An extension of this 91 EL Toll Policy modification is being
requested to address the Labor Day toll structure in September 2020. On certain
holidays, the toll rates are adjusted to reflect higher usage. If traffic volumes
continue to have lower usage, then the holiday rates will not be implemented
during the Labor Day holiday.

Summary

Staff is requesting Board of Directors’ approval for authorization for the Chief
Executive Officer to extend temporary measures related to the ongoing
operations of the 91 Express Lanes.

Attachment

None.

Prepared by:

J .
- {
I | L/‘u o’ t\
Kirk Avila

General Manager

Express Lanes Programs
(714) 560-5674
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