Board Members

C. April Boling
Chairman

Greg Cox
Jim Desmond

EXECUTIVE/FINANCE COMMITTEE R°bert::;nej'§:;‘:;
and Mark Kersey

SPECIAL BOARD MEETING Paul Robinson
Michael Schumacher

AGENDA Mary Sessom

Monday’ ‘June 26’ 2017 Ex-Officio Board Members

9:00 A.M. Laurie Berman

Eraina Ortega

San Diego International Airport Col. Jason Woodworth

SDCRAA Administration Building -- Third Floor
Board Room
3225 N. Harbor Drive
San Diego, CA 92101

This Agenda contains a brief general description of each item to be considered. The
indication of a recommended action does not indicate what action (if any) may be taken.
If comments are made to the Committee without prior notice or are not listed on the
Agenda, no specific answers or responses should be expected at this meeting pursuant
to State law. Please note that agenda items may be taken out of order.

Staff Reports and documentation relating to each item of business on the Agenda are
on file in Corporate & Information Governance and are available for public inspection.

*NOTE: This Committee Meeting also is noticed as a Special Meeting of the Board to
(1) foster communication among Board members in compliance with the Brown Act; and
(2) preserve the advisory function of the Committee.

Board members who are not members of this Committee may attend and participate in
Committee discussions. Since sometimes more than a quorum of the Board may be in
attendance, to comply with the Brown Act, this Committee meeting also is noticed as a
Special Meeting of the Board.

To preserve the proper function of the Committee, only members officially assigned to
this Committee are entitled to vote on any item before the Committee. This Committee
only has the power to review items and make recommendations to the Board.
Accordingly, this Committee cannot, and will not, take any final action that is binding on
the Board or the Authority, even if a quorum of the Board is present.

PLEASE COMPLETE A "REQUEST TO SPEAK” FORM PRIOR TO THE
COMMENCEMENT OF THE MEETING AND SUBMIT IT TO THE AUTHORITY
CLERK. PLEASE REVIEW THE POLICY FOR PUBLIC PARTICIPATION IN BOARD
AND BOARD COMMITTEE MEETINGS (PUBLIC COMMENT) LOCATED AT THE
END OF THE AGENDA.

SANDIEGO

INTERNATIONAL AIRPORT.
LET'S

President / CEO

Kimberly J. Becker
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CALL TO ORDER:

PLEDGE OF ALLEGIANCE:

ROLL CALL:
Executive Committee

Committee Members: Boling (Chairman), Janney, Robinson

Finance Committee

Committee Members: Boling (Chairman), Cox, Janney, Sessom

NON-AGENDA PUBLIC COMMENT

Non-Agenda Public Comment is reserved for members of the public wishing to address
the Committee on matters for which another opportunity to speak is not provided on
the Agenda, and which is within the jurisdiction of the Committee. Please submit a
completed speaker slip to the Authority Clerk. Each individual speaker is limited to
three (3) minutes. Applicants, groups and jurisdictions referring items to the
Board for action are limited to five (5) minutes.

Note: Persons wishing to speak on specific items should reserve their comments until
the specific item is taken up by the Board.

NEW BUSINESS:

1. APPROVAL OF MINUTES:
RECOMMENDATION: Approve the minutes of the May 22, 2017, regular
meeting.

FINANCE COMMITTEE NEW BUSINESS:

2. REVIEW OF THE UNAUDITED FINANCIAL STATEMENTS FOR THE
ELEVEN MONTHS ENDED MAY 31, 2017:
Presented by: Kathy Kiefer, Senior Director, Finance and Asset Management

3. REVIEW OF THE AUTHORITY’S INVESTMENT REPORT AS OF
MAY 31, 2017:
Presented by: Geoff Bryant, Manager, Airport Finance

4. SUMMARY OF OUTSTANDING REVOLVING OBLIGATIONS AS OF
MAY 31, 2017:
Presented by: Geoff Bryant, Manager, Airport Finance
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5.

AUTHORIZATION OF BOND DOCUMENTS AND SALE OF UP TO $400
MILLION AIRPORT REVENUE BONDS, INCLUDING DELEGATION OF
PRICING AUTHORITY, TO REFUND A PORTION OF THE AUTHORITY'S
OUTSTANDING SUBORDINATE REVOLVING OBLIGATIONS AND TO FUND
THE PARKING PLAZA, FIS AND CAPITAL IMPROVEMENT PROGRAM,;
AUTHORIZATION OF THE $10 MILLION IRREVOCABLE COMMITMENT OF
PASSENGER FACILITY CHARGES IN FY 2018 TO THE PAYMENT OF DEBT
SERVICE AND; AUTHORIZATION OF REIMBURSEMENT AGREEMENT:
RECOMMENDATION: Forward this item to the Board with a recommendation for
approval.

Presented by: John Dillon, Director, Financial Management

EXECUTIVE COMMITTEE NEW BUSINESS:

6.

PRE-APPROVAL OF TRAVEL REQUESTS AND APPROVAL OF BUSINESS
AND TRAVEL EXPENSE REIMBURSEMENT REQUESTS FOR BOARD
MEMBERS, THE PRESIDENT/CEO, THE CHIEF AUDITOR AND GENERAL
COUNSEL:

RECOMMENDATION: Pre-approve travel requests and approve business and
travel expense reimbursement requests.

Presented by Tony R. Russell, Director, Corporate & Information
Governance/Authority Clerk

REVIEW OF FUTURE AGENDAS:

7.

REVIEW OF THE DRAFT AGENDA FOR THE JULY 6, 2017, BOARD
MEETING:
Presented by: Kimberly J. Becker, President/CEO

REVIEW OF THE DRAFT AGENDA FOR THE JULY 6, 2017, AIRPORT LAND
USE COMMISSION MEETING:
Presented by: Kimberly J. Becker, President/CEO

CLOSED SESSION:

9.

CONFERENCE WITH LABOR NEGOTIATOR:

Labor negotiations pursuant to Cal. Gov. Code 854957.6

Authority Designated Negotiators: Kimberly Becker, President/CEO, and Kurt
Gering, Director, Talent, Culture & Capability

Employee Organization: Teamsters 911

REPORT ON CLOSED SESSION:

COMMITTEE MEMBER COMMENTS:

ADJOURNMENT:
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Policy for Public Participation in Board, Airport Land Use Commission (ALUC),

and Committee Meetings (Public Comment)

1) Persons wishing to address the Board, ALUC, and Committees shall complete a “Request to
Speak” form prior to the announcement of that portion of the agenda containing the item to
be addressed (e.g., Public Comment and General Items). Failure to complete a form shall
not preclude testimony, if permission to address the Board is granted by the Chair.

2) The Public Comment period at the beginning of the agenda is limited to eighteen (18)
minutes and is reserved for persons wishing to address the Board, ALUC, or Committee on
any matter for which another opportunity to speak is not provided on the Agenda, and on
matters that are within the jurisdiction of the Board. A second Public Comment period is
reserved for general public comment later in the meeting for those who were not heard
during the first Public Comment period.

3) Persons wishing to speak on a specific item listed on the agenda will be afforded an
opportunity to speak during the presentation of that individual item. Persons wishing to
speak on a specific item should reserve their comments until the item is taken up by the
Board, ALUC or Committee. Public comment on a specific item is limited to twenty (20)
minutes — ten (10) minutes for those in favor and ten (10) minutes for those in opposition of
an item. Each individual speaker will be allowed three (3) minutes, and applicants and
groups will be allowed five (5) minutes.

4) If many persons have indicated a desire to address the Board, ALUC or Committees on the
same issue, then the Chair may suggest that these persons consolidate their respective
testimonies. Testimony by members of the public on any item shall be limited to three (3)
minutes per individual speaker and five (5) minutes for applicants, groups and
referring jurisdictions.

5) Pursuant to Authority Policy 1.33 (8), recognized groups must register with the Authority
Clerk prior to the meeting.

6) After a public hearing or the Public Comment portion of the meeting has been closed, no
person shall address the Board, ALUC, and Committees without first obtaining permission to
do so.

Additional Meeting Information

NOTE: This information is available in alternative formats upon request. To request an Agenda
in an alternative format, or to request a sign language or oral interpreter, or an Assistive
Listening Device (ALD) for the meeting, please telephone the Authority Clerk’s Office at (619)
400-2400 at least three (3) working days prior to the meeting to ensure availability.

For your convenience, the agenda is also available to you on our website at www.san.org.

For those planning to attend the Board meeting, parking is available in the public parking
lot located directly in front of the SDCRAA Administration Building. Bring your ticket to
the third floor receptionist for validation.

You may also reach the SDCRAA Administration Building by using public transit via the
San Diego MTS system, Route 992. For route and fare information, please call the San
Diego MTS at (619) 233-3004 or 511.

UPCOMING MEETING SCHEDULE
Date Day Time Meeting Type Location
August 28 Monday 9:00 A.M. Regular Board Room
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DRAFT

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
EXECUTIVE AND FINANCE COMMITTEE MEETING MINUTES
MONDAY, MAY 22, 2017
BOARD ROOM

CALL TO ORDER: Chairman Boling called the Executive and Finance Committee and
Special Board Meeting to order at 9:00 a.m., on Monday, May 22, 2017, in the Board
Room of the San Diego International Airport, Administration Building, 3225 N. Harbor

Drive, San Diego, CA 92101.

PLEDGE OF ALLEGIANCE: Board Member Robinson led the Pledge of Allegiance.

ROLL CALL:

Executive Committee

Present: Committee Members:
Board Members:
Absent: Committee Members:

Finance Committee

Present:

Absent:

Also Present:

Committee Members:

Committee Members:

Boling, Janney, Robinson
Gleason

None

Boling, Cox, Janney, Sessom

None

Kimberly Becker, President/CEO; Amy Gonzalez, General Counsel,

Ariel Levy Mayer, Assistant Authority Clerk I; Linda Gehlken,

Assistant Authority Clerk |

Board Member Cox arrived during the course of the meeting.

NON-AGENDA PUBLIC COMMENT: None.

NEW BUSINESS:

1. APPROVAL OF MINUTES:

RECOMMENDATION: Approve the minutes of the April 24, 2017 regular

meeting.

ACTION: Moved by Board Member Robinson and seconded by Board
Member Janney to approve staff’s recommendation. Motion carried
unanimously, noting Board Member Cox as ABSENT.
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Board Member Cox arrived at the meeting at 9:08 a.m.

FINANCE COMMITTEE NEW BUSINESS:

2.

REVIEW OF THE UNAUDITED FINANCIAL STATEMENTS FOR THE

TEN MONTHS ENDED APRIL 30, 2017:

Kathy Kiefer, Senior Director, Finance and Asset Management, provided a
presentation on the Unaudited Financial Statements for the Ten Months Ended
April 30, 2017, which included Gross Landing Weight Units, Enplanements, Car
Rental License Fees, Food and Beverage Concessions Revenue, Retall
Concessions Revenue, Parking Revenue, Operating Revenues for the Month
Ended April 30, 2017, Operating Expenses for the Month Ended April 30, 2017,
Financial Summary for the Month Ended April 30, 2017, Nonoperating Revenues
& Expenses for the Month Ended April 30, 2017, Operating Revenues for the Ten
Months Ended April 30, 2017, Operating Expenses for the Ten Months Ended
April 30, 2017, Financial Summary for the Ten Months Ended April 30, 2017,
Nonoperating Revenues & Expenses for the Ten Months Ended April 30, 2017,
and Statements of Net Position as of April 30, 2017.

REVIEW OF THE AUTHORITY’S INVESTMENT REPORT AS OF

APRIL 30, 2017:

Geoff Bryant, Manager, Airport Finance, provided a presentation on the
Authority’s Investment Report as of April 30, 2017, which included, Total Portfolio
Summary, Portfolio Composition by Security Type, Portfolio Composition by
Credit Rating, Portfolio Composition by Maturity, Benchmark Comparison, Detail
of Security Holdings, Portfolio Investment Transactions, Bond Proceeds
Summary, and Bond Proceeds Investment Transactions.

Board Member Sessom left the meeting at 9:25 a.m.

4.

SUMMARY OF OUTSTANDING REVOLVING CREDIT OBLIGATIONS AS OF
APRIL 30, 2017:

Geoff Bryant, Manager, Airport Finance, provided a presentation on the
Outstanding Revolving Credit Obligations as of April 30, 2017.

ANNUAL REVIEW AND APPROVAL OF AMENDMENTS TO AUTHORITY
POLICY 4.40 — DEBT ISSUANCE AND MANAGEMENT:

John Dillon, Director, Financial Management, provided a presentation on the
Amendments to Authority Policy 4.40, Debt Issuance and Management which
included Debt Policy Overview, Objectives and Amendments.

RECOMMENDATION: Forward to the Board for approval.
ACTION: Moved by Board Member Cox and seconded by Board Member

Janney to accept staff’s recommendation. Motion carried unanimously,
noting Board Member Sessom as ABSENT.



DRAFT - Executive/Finance Committee Minutes
Monday, May 22, 2017
Page 3 of 4

ANNUAL REVIEW AND APPROVAL OF AMENDMENTS TO AUTHORITY
POLICY 4.20 - GUIDELINES FOR PRUDENT INVESTMENTS, AND
DELEGATION OF AUTHORITY TO INVEST AND MANAGE AUTHORITY
FUNDS TO THE VICE PRESIDENT, FINANCE AND ASSET
MANAGEMENT/TREASURER:

John Dillon, Director, Financial Management, provided a presentation on the
Amendments to Authority Policy 4.20, Guidelines for Prudent Investments, which
included Investment Policy Overview and Amendments.

RECOMMENDATION: Forward to the Board for approval.
ACTION: Moved by Board Member Cox and seconded by Board Member

Janney to accept staff’'s recommendation. Motion carried unanimously,
noting Board Member Sessom as ABSENT.

EXECUTIVE COMMITTEE NEW BUSINESS:

7.

PRE-APPROVAL OF TRAVEL REQUESTS AND APPROVAL OF BUSINESS
AND TRAVEL EXPENSE REIMBURSEMENT REQUESTS FOR BOARD
MEMBERS, THE PRESIDENT/CEO, THE CHIEF AUDITOR AND GENERAL
COUNSEL:

RECOMMENDATION: Pre-approve travel requests and approve business and
travel expense reimbursement requests.

ACTION: Moved by Board Member Robinson and seconded by Board
Member Janney to accept staff’'s recommendation. Motion carried
unanimously.

REVIEW OF FUTURE AGENDAS:

8.

REVIEW OF THE DRAFT AGENDA FOR THE JUNE 1, 2017 BOARD
MEETING:

Kimberly J. Becker, President/CEO, provided an overview of the draft agenda for
the June 1, 2017 Board meeting.

Ms. Becker stated that Item 12 was being pulled from the agenda.

Amy Gonzalez, General Counsel, requested that Closed Session Item 23 be
removed, and stated that an item would be added regarding anticipated litigation.
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9. REVIEW OF THE DRAFT AGENDA FOR THE JUNE 1, 2017 AIRPORT LAND
USE COMMISSION MEETING:
Kimberly J. Becker, President/CEO, provided an overview of the draft agenda for
the June 1, 2017 ALUC meeting.

Board Member Gleason requested that staff provide an update on the status of
the City of San Diego’s adoption of the Airport Land Use Plans.

COMMITTEE MEMBER COMMENTS: None.

ADJOURNMENT: The meeting adjourned at 9:58 a.m.

APPROVED BY A MOTION OF THE SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY EXECUTIVE COMMITTEE THIS 26™ DAY OF JUNE, 2017.

ARIEL LEVY MAYER

ASSISTANT AUTHORITY CLERK I,
CORPORATE & INFORMATION
GOVERNANCE

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Statements of Net Position

as of May 31, 2017

(Unaudited}
Revised
ASSETS
2017 2016
Current assets:
Cash and investments " $ 64,892,233 $ 66,877,193
Tenant lease recelvable, net of allowance
of 2017: (5218,877) and 2016; ($222,630) 7,720,223 7,963,960
Grants receivable 3,859,930 5,824,727
Notes receivable-current portion 1,705,491 1,608,986
Prepaid expenses and other current assets 7,197,061 7,699,664
Total current assets 85,374,928 89,874,530
Cash designated for capital projects and other f1) 42,294,744 34,149,112
Restricted assets:
Cash and investments:
Bonds reserve 57,872,255 56,867,703
Passenger facility charges and interest unapplied 67,918,960 72,203,351
Customer facility charges and interest unapplied 37,159,518 40,150,244
SBD Bond Guarantee 4,000,000 4,000,000
Bond proceeds held by frustee ) 154,904,007 177,652,747
Variable rate debt interest held by Trustee 93,741 -
Passenger facility charges recelvable 4,184,702 4,549,082
Customer facility charges receivable 3,851,510 2,904,445
QOCIP insurance reserve 2,791,385 3,609,507
Total restricted assets 332,776,078 361,837,079
Noncurrent assets:
Capital assets:
Land and land improvements 110,139,441 109,265,444
Runways, roads and parking lots 631,185,523 589,529,009
Buildings and structures 1,395,686,080 1,398,676,527
Machinery and equipment 49,021,542 45,367 477
Vehicles 15,669,506 14,648,331
Office furniture and equipment 33,426,540 32,416,713
Works of art 10,065,769 9,534,749
Construction-in-progress 180,700,212 152,054,765
2,425,884,613 2,351,493,015
Less accumulated depreciation (892,756,768) {810,254 ,558)
Total capital assets, net 1,533,127,845 1,541,238,457
Other assets:
Notes receivable - long-term portion 33,486,246 35,280,567
Investments-long-term portion 187,360,838 139,307,213
Security deposit 349,943 323,337
Total other assets 221,197,027 174,911,117
Deferred outflows of resources:
Deferred pension confributions 5,570,662 5,635,096
Other deferred pension outflows 15,047,685 288,051
Total assets and deferred outflows of resources $ 2,235,388,969 $ 2,207,934,342

(1

Total cash and investments, $627,323,893 for 2017 and $591,107,563 for 2016

GA1672017 1294 PM
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Statements of Net Position
as of May 31, 2017

{Unaudited)
Revised

LIABILITIES AND NET POSITION

8162097 1214 PM

May
2017 2016
Current liahilities:
Accounts payable and accrued liabilities $ 42,596,867 46,195,429
Deposits and other current liabilities 8,681,415 7,675,735
Total current liahilities 51,278,282 53,771,164
Current liabilities - payable from restricted assefs:
Current portion of long-term debt 11,585,000 11,090,000
Accrued interest on bonds and variable debt 27,253,088 27,461,504
Total liabilities payable from restricted assets 38,838,088 38,551,504
Long-term liabilities:
Variable debt 52,998,000 38,705,000
Other long-term liabilities 8,597,909 10,203,055
Long term debt - bonds net of amortized premium 1,276,360,489 1,292,106,254
Net penslon liability 18,111,482 1,880,759
Total long-term liabilities 1,356,067,880 1,342,695,068
Total liabilities 1,448,184,250 1,435,017,736
Deferred inflows of resources:
Deferred pension inflows 1,815,440 1,807,420
Total liahilities and deferred inflows of resources $ 1,447,999,690 $ 1,436,825,156
Net Position:
Invested in capital assets, net of related debt 339,557,804 369,088,830
Other restricted 177,476,316 183,755,511
Unrestricted:
Designated 42,294,744 34,149,112
Undesignated 228,060,415 184,115,733
Total Net Position 3 787,389,279 771,109,186




SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Statements of Revenues, Expenses, and Changes In Net Position
For the Month Ended May 31, 2017

(Unaudited)
Revised
Variance
Favorable % Prior
Budget Actual (Unfavorable) Change Year
Operating revenues:
Avtation revenue: )
Landing fess $ 2280820 § 24035 § 122,525 5% $ 2232791
Alrcraft parking Fees 242,304 242,299 (5) - 226,045
Building rentals 4,579,784 4,881,104 101,320 2% 4 487 948
Securily surcharge 2,488,129 2,492,590 4,461 - 2,304,985
CUPPS Support Charges 103,761 104,122 361 - 100,545
Other aviation revenue 134,073 132,379 {1,694) - 138,308
Terminal rent non-airline 103,182 130,051 26,869 26% 110,440
Terminal cencessions 2,063,503 2,367,568 304,163 15% 2,205,971
Rental car license feas 2,109,964 1,902,513 (207 ,451) {10)% 2,176,487
Rental car center cost racovery 182,887 (223,584) (406471)  {222)% 147,654
License fess other 368,585 442,135 73,650 20% 353,749
Parking revenue _ 3,594,036 3,744,815 150,779 4% 3,817,691
Ground transportation permits and citations 501,834 678,344 176,510 35% 414,864
Ground rentals 1,548,570 1,548,067 {603) (0% 1,535,663
Grant reimbursements 18,676 120,800 102,124 547% 24,800
Qther operating revenue 62,690 33,678 (29,012) (46)% 94,622
Total operating revenues 20,382,798 20,800,324 417,526 2% 20,372,561
Operating expenses:
Salaries and benefits 3,601,120 3,340,869 260,151 7% 3,307,104
Contractual services 3.815,115 3,886,836 (71,721) (2)% 3,955,812
Safety and security 2,423,499 2,322.482 101,017 4% 3,592,580
Space rental i 849,288 848,647 741 - 867,915
Utilities 1,001,231 1,042,599 (41,368} ({4)% 1,010,615
Maintenance 1,469,086 875,104 493,982 34% 1,937,933
Equipment and systems 19,549 9,873 8,675 49% 42,220
Materials and supplies 43,658 48,623 {4,965} (113% 48,151
Insurance 77,388 78,596 {1,208} {2)% 78,592
Employee development and support 89,617 75,923 13,694 16% 106,738
Businass development 263,584 364,388 {100,304} (38)% 198,688
Equipment rentals and repairs 281,781 363,454 (81,673 (29)% 126,468
Total operating expenses 13,934,916 13,357,394 077,522 4% 15,272,816
Dapreciation 9,421,960 9,421,960 . - 8,252,088
Operating income {loss) (2,974,078} (1,979,030} 995,048 33% {3,152,343)
Nonoperating revenue (expenses):
Passenger facility charges 4,160,538 4,838,701 678,163 16% 3,948,920
Customer facility charges (Rental Car Cenler) 3,305,027 3,338,178 (58,849) (2)% 2,708,621
Quieter Home Program (441,396) 128,908 570,304 129% {1,203,535)
Interest income £35,942 758,735 220,793 41% 556,192
BAB interest rebate 385,935 385,851 {84) {0}% 386,851
Interest expense {5,629,539) (6,321,205} 308,334 5% (4,333,992)
Bond amortization costs 343,209 343,209 . - 350,836
Other nonoperating income {expenses) (833) (14,611,489 (14,610,656) - (3,879,759)
Nonoperating revenue, net 2,748,883 (10,143,112) (12,891,995) (469)% (1,468,866)
Change in net position before capital grant confributions {225,195) (12,122,142) (11,896,947) 5283% {4,621,209)
Capital grant contributions 149,667 143,073 (6,584) (4% 189,188
Change in net position § (75528) _§ (11,979,069) _§ (11,903,541) (15760% _§ (4,432,021)

662017 1214 PM



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Statements of Revenues, Expenses, and Changes in Net Position
For the Eleven Months Ended May 31, 2017 and 2016

(Unaudited)
Revised
Variance
Favorable % Prior
Budget Actual {Unfavorable} Change Year
Operating revenues:
Aviation revenue;
Landing fees ' $ 24218290 $ 23629359 § (588,431) (2)% $ 23,030,670
Alrcraft parking fees 2,665,343 2,665,289 (54) - 2,475,173
Building rentals : 50,345,177 50,538,605 194,428 - 48,785,259
Security surcharge 27,369,420 27,345,200 (24,220 - 24,568,946
CUPPS Support Charges 1,141,370 1,139,562 (1,808) - 1,105,995
Other aviation revenue 1,481,395 1,480,989 (406) - 1,471,484
Terminal rent non-airline 1,138,558 1,418,022 279,464 25% 921,450
Terminal concessions 21,641,026 23,735,326 2,084,200 10% 21,845,977
Rental car license fees 24,244,328 25,835,237 1,580,809 7% 24,216,629
Rental car center cost recovery 2,011,755 1,618,105 (393,650)  (200% 642,995
License fees other 3,977,155 4,410,774 433,619 11% 3,999,010
Parking revenue 37,253,860 37,809,569 555,709 - 39,230,775
Ground transportation permits and citations 5,692,488 7,295,369 1,603,481 28% 4,761,079
Ground rentals 17,034,271 16,948,843 (85,428) - 13,658,541
Grant reimbursements 201,826 268,000 66,174 33% 268,730
Other cperating revenue 689,597 1,345,016 655,418 95% 800,226
Total operating revenues 221,105,859 227,485,365 6,379,506 3% 211,782,939
Operating expenses:
Salaries and benefits 41,227,754 41,380,777 (153,023} - 38,651,131
Contractual services 40,944,208 40,020,688 923,510 2% 34,564,837
Safety and security 26,315,557 25,326,445 968,112 4% 25,566,219
Space rental 9,342,163 9,340,947 1,216 - 0,498,783
Utilities 11,730,613 9,763,776 1,966,837 17% 10,457,138
Maintenance 13,167,727 12,844,679 323,048 2% T 13,109,958
Equipment and systems 298,799 424,250 (125451)  (42% 460,913
Materials and supplies 406,331 528,857 (122,536)  (30)% 449,305
Insurance 935,370 877 441 57,929 6% 870,898
Employee development and support 1,204,592 1,133,777 70,815 6% 1,077,850
Business develcpment 2,319,237 2,180,095 139,142 6% 2,065,608
Equipment rentals and repairs 3,335,065 2,983,293 361,772 11% 2,724,395
Total operating expenses 151,227,416 146,805,045 4,422,371 3% 139,397,035
Depreciation 85,896,460 85,886,459 1 - 79,074,534
Operating income (loss) (16,018,017} {5,216,139) 10,801,876 {6,688,630)
Nonoperating revenue (expenses): :
Passenger facility charges 38,118,580 38,555,693 437,133 - 36,793,497
Customer facility charges (Rental Car Center} 33,837,007 33,056,493 {780,514) (2% 30,378,391
Quieter Home Program (2,958,117} (676,277) 2,281,840 7% {4,760,854)
Interest income 6,007,571 7,356,863 1,349,292 22% 5,444,464
BAB interest rebate 4,245,284 4,264,858 9,574 - 4,257,355
Interest expense (61,441,947 {56,571,558) 4,870,391 8% (62,702,278)
Bond amortization costs 3,810,553 3,810,653 - - 3,893,037
Other nonaperating income {expenses) {9,163) (16,659,260} (16,850,097) - 1,124,950
Nonoperating revenue, net 21,609,748 13,127,367 (8,482,381) (39)% 24,428 562
Change in net pasition before capital grant contributions 5,591,731 7,911,228 2,319,495 MN% 17,739,932
Capital grant contributions 1,200,333 1,805,001 804,668 50% 10,624,503
Change in net position $ 6792064 § 9716229 § 2924165 43% $ 23364435

! Includes $1.4 M reduction in rates, fees and charges on landing fees due to operating expense savings for first nine months, recorded March 2017,
2 For the fiscal year 2017, total pension expense will be $7,451,396, compared to $4,048,248 in fiscal year 2018.
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San Diego County Regional Airport Authority ifi": g_ate: i’;i’g%;m
rint Lime: 107

Authority Detail Income Statement - Supplemental Schedule Report ID: GLOO12
For the eleven months ended May 31, 2017
{Unaudited)
Month to Date Year to Date
Variance Variance -
Eavorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual {Unfavorable) Percent Actual

Landing Fees ‘ :
41112 - Landing Fees - Signatory $2,290,559 $2.432,080 $141,520 6 $2,232,791 $24,347,248 $23,948173 $(329,075) (2} $23,147.313
41113 - Landing Fee Rebate (9,739} (28,735) (18,996 (185) 0 (128,958) (318,314} (189,358} {147) {116,643)

Total Landing Fees 2,280,821 2,403,345 122,524 5 2,232,791 24,218,289 23,629,359 (688,431) (2) 23,030,669
Aircraft Parking Fees ‘
41150 - Terminal Aircraft Parking 208,381 208,376 (5) 0] 194,400 2,292,195 2,292 141 (54) 0 2,138,385 |
41155 - Remote Aircraft Parking 33,923 33,923 0 0] 31,646 373,148 373,148 4] 0 336,778

Total Aircraft Parking Fees 242,304 242,299 {5) o 226,046 2,665,343 2,665,289 (54) 0 2,475,173
Building and Cther Rents
41210 - Terminal Rent 4,507,685 4,597,107 88,422 2 4,425,023 48,584,537 49,781,104 196,567 0 48,113,438
41215 - Federal Inspection Services 72,098 83,997 11,899 17 62,921 760,840 758,501 (2,139} 0 671,821

Total Building and Other Rents 4,579,783 4,681,104 101,321 2 4,487,944 50,345,177 50,539,605 194,427 0 48,785,259
Security Surcharge |
41310 - Airside Security Charges 613,108 614,273 1,164 0 561,643 6,744,192 6,738,465 {5,727} 0 5,808,788
41320 - Terminal Security Charge 1,875,021 1,878,317 3,296 0 1,743,342 20,625,228 20,606,735 (18,483} 0 18,570,158

Total Security Surcharge 2,488,129 2,492,590 4,461 0 2,304,985 27,369,420 27,345,200 (24,220) [t} 24,568,946
CUPPS Support Charges
41400 - CUPPS Suppeort Charges 103,761 104,122 361 0 100,545 1,141,370 1,139,562 {1,808} 0 1,105,995

Total CUPPS Support Charges 103,761 104,122 361 0 100,545 1,141,370 1,139,562 {1,808) 0 1,105,995
Other Aviation Revenue
43100 - Fuel Franchise Fees 15,122 13,428 (1,694) (11) 19,357 172,834 172,528 (406} 0 163,023
43105 - New Capital Recovery 118,851 118,951 0 0 118,951 1,308,461 1,308,461 0 0 1,308,461

Total Other Aviation Revenue 134,073 132,379 {1,694) (§)] 138,308 1,481,395 1,480,989 (406) 0 1,471,484
Non-Airline Terminal Renis
45010 - Terminal Rent - Non-Airline 103,182 130,051 26,869 26 110,440 1,138,558 1,418,022 279,464 25 921,450

Total Non-Airline Terminal Rents 103,182 130,051 26,869 26 110,440 1,138,558 1,418,022 279,464 25 921,450

Data Date: 6/8/2017 11:53:58AM Page 1 of 10

DataScource: ARP



San Diego County Regional Airport Authority
Authority Detail Income Statement - Supplemental Schedule

For the eleven months ended May 31, 2017

{Unaudifed)

Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GL0012

Month to Date

Year to Date

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual  (Unfavorable) Percent Actual " Budget Actual {Unfavorable) Percent Actual
Concession Revenue
45111 - Term Concessions-Food & Bev $866,977 $1,066,732 $189,755 23 $980,656 $9,041,480 $9,891,501 $850,022 9 $9,429,408
45112 - Temminal Concessions - Retail 563,347 649,414 86,067 15 578,917 5,855,598 6,516,749 661,150 11 5,783,472
45113 - Term Concessions - Other 257,238 254,076 (3,162} ¢} 308,491 2,813.561 3,594,723 781,161 28 3,042,495
45114 - Term Concessions Space Rents 71,969 72,591 621 1 71170 791,662 798,497 6,835 1 783,824
45115 - Term Concessions Cost Recovery 125,098 139,718 14,618 12 91,047 1,224,154 986,037 (238,117) (19} 950,158
45116 - Rec Distr Center Cost Recovery 127,172 127,171 0] 0 123,889 1,398,890 1,387,563 {11,327) (1) 1,362,221
45117 - Concessions Marketing Program 51,701 57,964 8,263 12 51,801 515,681 560,256 44 575 9 514,399
45120 - Rental car license fees 2,109,964 1,902,513 (207.452) (10} 2,176,487 24,244 328 25,835,237 1,580,908 7 24,216,629
45121 - Rental Car Center Cost Recover 182,887 (223,584) (406.471) {(222) 147,654 2,011,755 1,618,105 (393,650) 20) 642,995
45130 - Licanse Fees - Other 368,585 442135 73,550 20 353,749 3,977,155 4.410,774 433,619 11 3,999,010
Total Concession Revenue 4,724,939 4,488,728 (238,211) (5) 4,883,862 51,874,263 55,599,438 3,725,176 7 50,704,610
Parking and Ground Transportat
45210 - Parking 3,594,036 3,744,815 150,780 4 3,817,601 37,253,860 37,809,569 555,709 1 39,230,775
45220 - AVI fees 493,453 650,785 157,332 32 387,823 5,107,666 6,445,860 1,338,194 26 3,582,567
45240 - Ground Transportation Pe 0 6,660 6,660 4] 6,721 492,626 645,239 152,612 31 966,461
45250 - Citations 8,381 20,899 12,517 149 20,320 92,196 204,870 112,674 122 212,051
Total Parking and Ground Transportat 4,095,870 4,423,159 327,289 8 4,232 555 42,946,349 45,105,538 2,159,189 5 43,991,855
Ground Rentals
45310 - Ground Rental - Fixed 1,548,570 1,548,068 (502) 0 1,535,663 17,034,271 16,948,843 (85,428} {1) 13,635,967
45320 - Ground Rental - Percenta 0 o] 0 0 0 0 0 o] 0 22,574
Total Ground Rentals 1,548,570 1,548,068 " (502) 1,535,663 17,034,271 16,948,843 (85,428) (1) 13,658,540
Grant Reimbursements
45410 - TSA Reimbursements 18,676 120,800 102,124 547 24,800 201,826 268,000 66,174 33 268,730
Total Grant Reimbursements 18,676 120,800 102,124 547 24,800 201,826 268,000 66,174 33 268,730
Data Date: 6/8/2017 11:53:58AM Page 2 of 10

DataSource: ARP



Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GLO012

San Diego County Regional Airport Authority

Authority Detail Income Statement - Supplemental Schedule
For the eleven months ended May 31, 2017

(Unaudited)

Month to Date

Year to Date

DataSource: ARP

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable} Percent Actual Budget Actual (Unfavorable) Percent Actual
Other Operating Revenue
45510 - Finger Printing Fee $17.,605 $23,458 $5,853 33 $17.429 $193,659 $190,758 $(2,801) (1} $186,813
45520 - Utilities Reimbursements 10,427 13,745 {5,682} (29) 19,427 213,693 208,066 {5,627} {3) 222631
45530 - Miscellaneous Other Reve 4,274 1,137 (3.137) (73) 35172 47.010 663,640 616,630 1,312 144,723
45540 - Service Charges 7,314 (16,570} (23,884) (327 3,370 80,453 101,398 20,946 26 85,629
45570 - FBO Landing Fees 14,071 11,907 (2,164} (15) 18,064 154,782 176,513 21,731 14 149,780
45580 - Equipment Rental 0 0 0 0] 1,180 0 4.640 4,640 0 10,640
Total Other Operating Revenue 62,691 33,677 (29,014} {46) 94,622 689,597 1,345,016 655,419 85 800,225
Total Operating Revenue 20,382,799 20,800,322 417,623 2 20,372,562 221,105,858 227,485,360 6,379,602 3 211,782,937
Personnel Expenses
Salaries
51110 - Salaries & Wages 2,688,301 2,259,860 428 441 16 2,232,926 31,599,223 25,996,109 5,603,114 18 25,319,088
51210 - Paid Time Off 4] 216,669 (216,669) 0 166,221 0 2,486,943 (2,486,943} 0 2,381,048
51220 - Holiday Pay o o 0 G 43 4] 656,009 (656,009} 0 723,671
51240 - Other Leave With Pay 0 13.652 {13,652) 0 6,168 0 109,535 (109,535) 0 103,289
51250 - Special Pay 0 45,435 {45,435) 6 65,685 0 760,008 (760,008} 0 724,285
Total Salaries 2,688,301 2,535,616 152,684 6 2,471,042 31,599,223 30,008,604 1,590,619 5 29,251,391
52110 - Overtime 55,991 80,787 (4,796) (9 57,048 606,053 631,825 (25,772} {4) 534,398
Data Date: 6/8/2017 11:53:58AM Page 3 of 10



San Diego County Regional Airport Authority
Authority Detail Income Statement - Supplemental Schedule

For the eleven months ended May 31, 2017

Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GL0O012

{Unaudited)
Month to Date Year to Date
Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual {Unfavorable} Percent Actual
Benefits :
54110 - FICA Tax $206,981 $191,159 $15,822 8 $184,723 $2.332,603 $2,167,125 $165,477 7 $2,117,910
54120 - Unemployment Insurance-S 0 6,181 (6,181) 0 0 0 72,538 (72,538) 0 55,070
54130 - Workers Compensation Ins 22,863 14,298 8,565 37 14,266 268,636 176,457 92,178 34 117,467
54135 - Workers Comp Incident Expense 0 10,351 (10,351) 0 0 0 82,406 (82,406) 0 33,868
54210 - Medical Insurance 384,716 306,361 78,354 20 329,733 4,130,103 3,620,855 508,248 12 3,855,797
54220 - Dental Insurance 27,522 25,902 1,531 5] 25,990 302,229 285,737 16,491 5 283,105
54230 - Vision Insurance 3,376 3,244 132 4 3172 37,138 35,244 1,885 5 34,780
54240 - Life Insurance 8,615 8,506 109 1 7,772 94,763 91,879 2,884 3 85,457
54250 - Short Term BDisability 9,584 10,007 (423) {4) 9,726 105,427 109,711 (4,284) (4) 106,108
54310 - Retirement 516,387 541,233 (24,846) {5) 491,728 5,680,259 5,320,873 359,385 6 5,248,086
54312 - GABS 68 -Non-funded Retirement 0 0 0 0 o 0 1,679,109 (1,679,109) 0 0
54315 - Retiree 174,548 174,750 (202) 0 100,200 1,920,032 1,916,800 3,132 0 1,967,150
54410 - Taxable Benefits 0 0 0 0 0 0 20,630 (20,630 0 19,562
54430 - Accrued Vacation 0 2,556 (2,558) 0 42,168 0 (91,164) 91,164 0 165,640
Total Benefits 1,354,592 1,294,639 59,953 4 1,209,480 14,871,190 15,488,303 (617,113) {4) 13,889,998
Cap Labor/Burden/OH Recharge
54510 - Capitalized Labor Recha (446,9886) (113,360) (333,62T) (75) (79,231) (5,252,091) (973,640) (4,278,451) (81 (924,402)
54515 - Capitalized Burden Rech 0 (42.692) 42,692 0 (31,829} 0 {359,403} 359,403 0 (354,682)
54589 - OH Contra 0 (377,450} 377,450 0 (269,374} 0 (3,201,814) 3,201,614 0 (3,282,227)
Total Cap Laber/Burden/OH Recharge (446,986) {533,501) 86,514 19 (380,534) {5,252,091) (4,534,657) (717,434) (14) (4,561,312}
QHP Labor/Burden/OH Recharge )
54520 - QHP Labor Recharge (50,776) (11,905) (38,872) (77 {28,122) {596,522) (81.611) {(515,011) (86) (324,155)
54525 - QHP Burden Recharge 0 (4,960) 4,960 0 (12,077} 0 (33,587) 33,587 0 (138,217)
54526 - QHP OH Contra Acct 0 0 0 0 (10,638) 0 {98,109) 99,109 0 (201,577)
Total QHP Labor/Burden/OH Recharge (50,776) (16,865) (33,911)  (67) (50,836) (596,622) (214,308) (382,314) (64) (663,948)
MM&.JS Labor/Burden/OH Recharge
54530 - MM & JS Labor Recharge 0 203 {203) 0 0 0 921 (921) o (1.488)
54531 - Joint Studies - Labor 0 91 C] 0 0 0 g1 on 0 2,082
54535 - MM & JS Burden Recharge 0 (28) 28 0 0 0 {28) 28 o {500)
54538 - Maintenance-Burden 0 28 (28) 0 0 0 28 (28) 0 500
Total MM&.JS Labor/Burdern/OH Recharge 0 294 (294) 0 0 0 1,012 (1,012} 0 605
Total Personnel Expenses 3,601,121 3,340,971 260,150 7 3,307,101 41,227,753 41,380,779 (153,026) 0 38,551,132
Data Date: 6/8/2017 11:53:58AM Page 4 of 10
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San Diego County Regional Airport Authority
Authority Detail Income Statement - Supplemental Schedule

For the eleven months ended May 31, 2017

Print Date: 6/16/2017
Print Time: 12:16:1CPM
Report ID; GLOG12

‘DataSource: ARP

{(Unaudited)
Month to Date Year to Date
Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual (Unfavorable) Percent Actual Budget Actual (Unfavorable) Percent Actual
Non-Personnel Expenses
Contract Services
61100 - Temporary Staffing $22,194 $22,407 $(213) 1) $48,990 $161,138 $352,172 $(191,034) (119) $362,278
61110 - Auditing Services 2,000 4,000 (2,000) {100} 0 159,800 158,800 1,000 1 177,500
81120 - Legal Services 66,000 46,933 19,018 29 9,720 726,000 453,979 272,021 37 113,571
61130 - Services - Professional 1,156,357 962,749 163,608 i7 1,225,890 12,125,531 11,254,383 871,148 7 11,157,987
61150 - Quiside Svs - Other 319,012 342,832 (23,820) )] 276,505 3,415,650 3,109,811 305,840 9 2,989,712
61180 - Services - Custodial 2,413,243 2,478,276 (65,032) )] 2,401,079 25,944 884 25,396,494 548,390 2 20,354,575
61190 - Receiving & Dist Cntr Services - 134,611 133,725 885 1 129,931 1,464,809 1,460,041 47857 0 1,433,886
61990 - OH Contra (298,302) (104,135) (194,187) {(65) (136,302} (3,053,604) (2,164,982) (888,622) 29) (2,024,672)
Total Contract Services 3,815,114 3,886,837 {71,723) {2) 3,955,814 40,944,207 40,020,697 923,510 2 34,564,838
Safety and Security
61170 - Services - Fire, Police, 495,720 494 223 1,496 0 470,063 5,452 916 5,144,912 308,004 <] 5,443,516
61180 - Services - SDUPD-Harbor 1,409,445 1,399,829 9,615 1 2,754,561 16,560,974 15,809,197 751,776 5 16,508,906
61185 - Guard Services 278,333 258,008 198,325 7 254,748 2,891,667 2,943,718 (52,051) 2 2,742,133
61188 - Other Safety & Security Serv 240,000 169,421 70,579 29 113,206 1,410,000 1,428,618 (18,618) )] 871,664
Total Safety and Security 2,423,497 2,322,482 101,016 4 3,592,580 26,315,556 25,326,446 988,111 4 25,566,219
Space Rental
62100 - Rent 849,288 848,547 741 0] 867,915 9,342,163 8,340,947 1,216 0 9,498,783
Total Space Rental 849,288 848,547 741 0 867,915 9,342,163 9,340,947 1,216 9,498,783
Utilities
63100 - Telephone & Other Commun 35,942 47,452 (11,509} (32) 39,776 395,610 585,228 (189,618) (48} 380,137
63110 - Utilities - Gas & Electr 885,267 894,014 (8,747) N 904 444 10,421,759 8,241,514 2,180,245 21 9,198,047
63120 - Utilities - Water 80,022 101,521 (21,489) 27 68,311 913,244 940,619 (27,375} {3} 904,582
63190 - OH Contra 0 (387) 387 0 (1,916) ¢] (3.585) 3,585 0 (5,628}
Total Utilities 1,001,231 1,042,589 {41,368) {4} 1,010,615 11,730,614 9,763,776 1,966,838 17 10,457,138
Data Date: 6/8/2017 11:53:58AM Page 5 of 10



Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GLO012

San Diego County Regional Airport Authority

Authority Detail Income Statement - Supplemental Schedule
For the eleven months ended May 31, 2017

{Unaudited)

Month to Date Year to Date

DataSource: ARP

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual {Unfavorable) Percent Actual
Maintenance
64100 - Facilities Supplies $82,260 $103,782 $(21,522) {26) $71,062 $878,300 5874672 $3,418 G $847,633
64110 - Maintenance - Annual R 1,031,569 859,351 372,218 36 869,435 9,534,594 9,133,793 400,801 4 9,285,983
64122 - Contractor Labor 0 0 0 0 0 -0 689 (689) 0 o
64123 - Contractor Burden 0 0 0 0 ] 0 877 (877) 0 o
64124 - Maintenance-Overhead 0 344 (344) 0 30 0 752 {752} 0 102
84125 - Major Maintenance - Mat 325,257 152,477 172,780 53 245,907 2274743 2,450,084 (175,341) (8) 1,503,569
84127 - Contract Overhead (¢o 0 502 {502) 0 0 0 3,267 (3,267) 0 394
64140 - Refuse & Hazardous Waste 30,000 58,649 . (28,649 (95) 751,499 480,000 380,245 99,755 21 1,472,277
Total Maintenance 1,469,086 975,104 493,982 34 1,937,933 13,187,727 12,844,679 323,047 2 13,109,960
Eqguipment and Systems
85100 - Equipment & Systems 21,565 27,638 (6,074) (28) 43 158 321,871 442 151 (120,280) (37) 463,504
65101 - OH Contra (2,016) (17.765) 15,749 781 (938) (23,072) (17,901) 5.1471) (22) {2,591)
Total Equipment and Systems 19,549 9,874 9,675 49 42221 298,799 424,250 {125,451) (42) 460,913
Materials and Supplies
65110 - Office & Operaiing Suppi 38,400 59,566 (21,166) (55} 35,363 368,330 448,852 (80,522) (22) 355,813
65120 - Safety Equipment & Supp! 9,699 8,099 1,600 16 14,324 76,685 88,000 (11,315) (15) 105,527
65130 - Tools - Small 1,250 8,506 (7,256) {580} 1,321 14,750 52,955 (38,205) (259) 12,291
65199 - OH Contra {5,692} (27,548) 21,856 384 (2.856) (53,434) (60,940) 7,508 14 (24,326)
Total Materials and Supplies 43,657 48,622 4965 {11 48,152 406,331 528,867 (122,537) (30) 449,304
[nsurance
67170 - Insurance - Property 40,726 40,919 (194) 0 37,184 447 984 450,114 (2,130) 0 409,023
B7171 - Insurance - Liability 12,170 11,825 345 3 17,254 194,874 130,075 64,798 33 189,790
67172 - Insurance - Public Offic 11,281 11,255 28 0] 11,771 145,042 124,757 20,285 14 130,427
67173 - Insurance Miscellaneous 13,211 14,598 (1,387} (10) 12,384 147,470 172,495 (25,025) (17} 141,658
Total Insurance 77,388 78,597 {1,208) 2) 78,593 935,370 877,442 57,928 & §70,898
Data Date: 6/8/2017 11:53:58AM Page 6 of 10




San Diego County Regional Airport Authority
Authority Detail Income Statement - Supplemental Schedule

For the eleven months ended May 31, 2017

(Unaudited)

Print Date: 6/16/2017
Print Time: 12:186:10PM
Report 1D: GLOO12

Month to Date

Year to Date

DataSource: ARP

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual  (Unfavorable) Percent Actual Budget Actual {Unfavorable) Percent Actual
Employee Development and Suppo
66120 - Awards - Service $5,650 30 $5,550 100 $3.201 $§76,550 $52,623 $23,927 31 $26,292
66130 - Book & Periodicals 6,314 5,564 751 12 8,777 66,872 40,520 26,353 39 54,212
66220 - Permits/Certificates/Lic 5,581 {2,566) 8,147 146 3,214 183,216 178,180 5,037 3 121,111
B6260 - Recruiting 1,520 1,814 {294) {19) 2,598 17,730 123,791 (106,081) (598) 20,936
66280 - Seminars & Training 27,686 19,241 8,445 31 51,768 303,799 329,454 64,344 16 400,550
66230 - Transportation 12,797 10,358 2,439 19 11,608 144,979 126,772 18,208 13 130,041
86299 - OH Contra (2,639) (16,423) 13,784 522 (2,822} (48,4086) (53,300) 3,895 8 (35,365)
66305 - Travel-Employee Developm 19,324 32,545 (13,222) (68) 13,665 248,537 245938 2,599 1 246,910
66310 - Tuition 5,000 8,919 (3.919) (78) 8,050 55,000 29,973 25,027 46 45,431
66320 - Uniforms 8,483 16,468 (7,985} (94) 6,679 67,315 59,826 7,489 11 64,732
Total Employee Development and Suppo 89,617 75,922 13,605 15 106,738 1,204,593 1,133,776 70,816 6 1,077,851
Business Development
66100 - Advertising - 132,082 142,651 (10,569) 8) 41,241 1,017 537 830,307 187,230 18 301,142
66110 - Allowance for Bad Debts 0 0 0 0 0 7.500 1,735 5,765 77 164,942
66200 - Memberships & Dues 25,862 18,588 7,274 28 34,422 362,322 392,962 (30,640) (8) 328,155
66230 - Postage & Shipping 3,187 663 2,524 79 962 27,986 15,854 12,132 43 17,053
86240 - Promotional Activities 66,325 159,542 93,217y (141 52,110 644,837 853,675 (8,838) )] 569,970
66250 - Promotional Materials 4,264 25,355 (21,090)  (495) 60,219 73,873 101,301 (27,428) (KT)] 515,940
66300 - Travel-Business Developm 31,864 17,568 14,276 45 9,734 185,182 184,261 921 0 168,406
Total Business Development 263,585 364,386 {100,801}  {38) 198,688 2,319,236 2,180,095 139,142 6 2,065,609
Equipment Rentals and Repairs
66140 - Compuier Licenses & Agre 8,824 31,106 (22,282)  (253) 5,301 321,434 353,543 (32,109) (10) 188,032
66150 - Equipment Rental/l easing 17,596 14,580 3,006 17 16,795 257,894 237,213 20,681 & 247,520
66160 - Tenant Improvements 70,000 66,457 . 3,643 5 {22,854 835,000 557,768 277,232 33 555,837
66270 - Repairs - Office Equipme 186,185 273,182 (86,997) (47) 137,591 2,088,091 2,062,482 35,609 2 1,865,091
66279 - OH Contra (824) (21,881) 21,058 2,556 (10,365) (177,354) (227,713) 50,358 28 {122,985)
Total Equipment Rentals and Repairs 281,781 363,453 {81,672) {29) 126,467 3,235,065 2,983,294 351,771 1" 2,724,394
Total Non-Personnel Expenses 10,333,793 10,016,422 317,371 3 11,965,715 109,999,660 105,424,268 4,575,392 4 100,845,908
Total Departmental Expenses before 13,934,914 13,357,393 577,521 4 15,272,816 151,227,413 146,305,048 4,422 366 3 139,397,040
Data Date: 6/8/2017 11:53:58AM Page 7 of 10



Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GLO012

San Diego County Regional Airport Authority

Authority Detail Income Statement - Supplemental Schedule
For the eleven months ended May 31, 2017

(Unaudited)

Month to Date Year to Date

DataSource: ARP

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual {Unfavorable) Percent Actual
Depreciation and Amortization
69110 - Depreciation Expense $9,421,960 $9.421,960 $0 $8,252.088 $85,896,460 585,896,459 $0 379,074,534
Total Depreciation and Amortization 9,421,960 9,421,960 (] 8,252,088 85,896,460 85,896,459 (] 79,074,634
Non-Operating Revenue/(Expense) |
Passenger Facility Charges :
71110 - Passenger Facility Charg 4,160,538 4,838,701 678,163 16 3,948,920 38,118,560 38,555,603 437,133 1 36,793,497
Total Passenger Facility Charges 4,160,538 4,838,701 678,163 16 3,848,920 38,118,560 38,555,693 437,133 1 36,793,497
Customer Facility Charges
71120 - Customer facility charges (Con 3,395,027 3,336,178 (58,849) (4] 2,706,621 33,837,007 33,056,463 (780,514} {2) 30,378,391
Total Customer Facility Charges 3,395,027 3,336,178 {58,849) (2y 2,708,621 33,837,007 33,056,493 (780,514) (2) 30,378,391
Quiter Home Program |
71212 - Quieter Home - Labor 0 {11,905} (11,905) 0 (28,122) 0 (81,611) (81,611} 1] {324,155) |
71213 - Quieter Home - Burden 0 {4,980} (4,960) 0 {12,077) 0 {33,587) {33,587) 0 {138,217) |
71214 - Quieter Home - Overhead 0 0 0 0 (10,636) 0 {99,109) {99,109} 0 (201,577)
71215 - Quieter Home - Material (2.081,980) (269,054) 1,812,926 87 {1,005,686) {13,415,686) (1,979,796} 11,435,720 85 (10,495,964)
71216 - Quieter Home Program 1,665,584 414,828 (1,250,756) (75) (148,970) 10,732,469 1,517,947 (9,214,522} (86) 6,588,343
71217 - Contract Labor 0 0 0 0 (20) 0 (53) (53) 0 (38,687)
71218 - Contractor Burden 0 0 4] 0 (25) 0 (68} (68} 0 (49,238)
71222 - Contractor Labor 0 0 0 0 0 0 0 0 0 (37,201)
71224 - Joint Studies Overhead 0 0 0 0 ¢ o] 1] 0 0 (2,962}
71225 - Joint Studies - Material (25,000) 0 25,000 100 0 (275,000) 0] 275,000 100 (61,196}
Total Quiter Home Program (441,396) 128,909 570,305 129 {1,203,536) (2,858,117} (676,279) 2,281,839 77 {4,760,853)
Interest Income
71310 - Interest - Investments 370,890 466,373 95,483 26 291,644 4.187,627 4,292,594 105,367 3 2,397,281
71340 - Interest - Note Receivab 165,052 165,052 0 4] 172,946 1,819,044 1,819,848 4 0 1,908,778
71350 - Interest - Other 0 0 0 o 0 0 3425 3,425 0 {1,337
71360 - Interest - Bonds 0 0 0 0 0 0 0 0 0 (2,278)
71361 - Interest Income - 2010 Bonds 0 53,146 53,148 1] 32,356 0 524,169 524,169 0 357,865
71363 - Interest Income - 2013 Bonds 0 39,570 39,570 o] 26,816 0 386,211 386,211 0 335,740
71365 - Interest Income - 2014 Bond A 0 32,594 32,504 0 32,430 1] 330,118 330,118 0 448,415
Total Interest Income 535,942 756,735 220,793 41 566,192 6,007,571 7,356,883 1,349,292 22 5,444,464
Data Date: 6/8/2017 11:53:58AM Page 8 of 10



Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GLOO12

San Diego County Regional Airport Authority

Authority Detail Income Statement - Supplemental Schedule
For the eleven months ended May 31, 2017

(Unaudited)

NMonth to Date Year to Date

DataSource: ARP

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual {Unfavorable) Percent Actual
Interest income BAB's rebate
71362 - BAB interest rebate $385,935 $385,851 $(84) $385,851 34,245,284 $4.254 858 $9,573 0 $4,257 355
Total interest income BAB's rebate 385,935 385,851 (84) 385,351 4,245,284 4,254,858 9,573 0 4,257,355
[nterest Expense
71411 - Interest Expense- 2010 Bonds (2,559,687) (2,558,687) 0 0 (2,595,983) {28,156,561) (28,156,561) 0 0 {28,555,815)
71412 - Interest Expense 2013 Bonds (1.529,163) (1,529,163} 0 o] {1,534,550) {16,820,788) (16,820,788) 0 0 {16,880,050)
71413 - Interest Expense 2014 Bond A (1,361,768)  (1,361,768) 0 0 {1,361,768) (14,579,443} {14,979,443) 0 0 {14,879.443)
71420 - Interest Expense-Variable Debt {37,391) (65,179} (27,788} (74) (29,187) (411,299) (461,825) {50,527) (12) (285,075)
71430 - LOC Fees - C/P (57.481) (20,727} 36,764 64 (26,608) (465,380} (271,508) 193,872 42 (298,069}
71450 - Trustee Fee Bonds 0 0 0 0 0 {20,800) {14,411 6,389 3 (11,995)
71451 - Program Fees - Variable Debt 0 0 0 0 a (5,000) 0 5,000 100 (3,300}
71458 - Capitalized Interest 0 315,757 315,757 0 1,261,363 0 4,865,294 4,865,294 0 8,960,787
71460 - Interest Expense - Other 0 {45,000} {45,000) 0 8,720 0 {115,300) {115,300) 0 (16,000)
71461 - Interest Expense - Cap Leases (84,040) (55,439) 28,601 34 (56,978) (582,676) {(617,014) (34,338) (6) (633,318)
Total Interest Expense (5,629,539) (5,321,205) 308,334 5 {4,333,990) {61,441,846) (56,571,557) 4,870,389 8 (52,702,277)
Amortization
69210 - Amortization - Premium 343,209 343,269 0 350,836 3,810,553 3,810,553 0 3,893,037
Total Amortization 343,209 343,209 0 0 350,836 3,810,553 "3,810,553 0 3,893,037
Other Non-Operating Income (Expense) |
71510 - Legal Setfflement Income 0 0 0 0 0 0 0 0 0 2,535
71520 - Fixed Asset Disposal-Pro 0 0 0 0 0 0 0 0 0 1,144,086
71521 - Fixed Asset Disposal -L 0 (14,770,491) (14,770,491) 0 0 0 (14,770,491) (14,770,491} 4] (78,560)
71530 - Gain/Loss On Invesiments 0 153,255 153,255 0 (3,882,531) Q (2,027.210) (2,027.210) 0 342,637
71540 - Discounts Earned 0 3,683 3,683 0 4 167 0 22,387 22,387 0 19,887
71610 - Legal Seftlement Expense {833) 0 833 100 0 (9,163) (9,500) (337} (4 (374,632)
71620 - Other non-operating revenue (e 0 2,064 2,064 0] 2,605 Q 123,554 123,554 0 72,997
71630 - Other Non-Operating Expe 0 0 a 0 (4,000) 0 2,000 2,000 0 {4,000) |
73300 - DMJM and Auth OH Clearin 0 0 a 0 0 0 a 0 0 0 |
Total Other Non-Operating Income (Expense (833) {14,611,488) (14,610,655}753,980) {3,879,758) {9,163) (16,659,260) {16,650,097) (181,710} 1,124,850
Total Non-Operating Revenue/(Expense) 2,748,883  (10,143,110) (12,891,993) (469) 1,468,864 21,609,748 13,127,363 (8,482,385) (39) (24,428,564)
Data Date: 6/8/2017 11:53:58AM Page 9 of 10



San Diego County Regional Airport Authority
Authority Detail Income Statement - Supplemental Schedule

For the eleven months ended May 31, 2017

{Unaudited)

Print Date: 6/16/2017
Print Time: 12:16:10PM
Report ID: GLOQ12

Month to Date

Year to Date

Variance Variance
Favorable Variance Prior Year Favorable Variance Prior Year
Budget Actual {Unfavorable) Percent Actual Budget Actual (Unfavorable} Percent Actual
Capital Grant Contribution
72100 - AIP Grants $149,667 $143,073 $(6,594) 4 $180,188 $1,200,333 $1.805,001 $604,568 50  $10,524,503
Total Capital Grant Contribution 149,667 143,073 (6,594} A 189,188 1,200,333 1,805,001 604,568 50 10,624,503
Total Expenses Net of Non-Operating Revenue/ 20,458,323 32,779,390 (12,321,067} (60) 24,804,580 214,313,792 217,769,143 {3,455,350) (2) 183,418,507
{Expense)
Net Incomef{Loss) (75,524) (11,979,068) (11,903,544} (15,761} = (4,432,018) 6,792,068 9,716,217 2,924,152 43 28,364,430
Equipment Ouilay
73200 - Equipment Qutlay Expendi (159,200) (273,841) (114,641) 72) {34,563} {1,321,350) {1,284,345) 37,005 3 (966,025)
73299 - Capitalized Equipment Co 0 273,841 273,841 0 34,563 0 1,284,345 1,284,345 0 966,025
Total Equipment Outlay {159,200) 0 159,200 100 0 {1,321,350) 0 1,321,350 100 0
Data Date: 6/8/2017 11:53:58AM Page 10 of 10

DataSource: ARP
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Review of the Unaudited Financial
Statements for the Eleven Months Ended
May 31, 2017 and 2016

i Presented by:

Scott Brickner, CPA
Vice President, Finance and Asset Management/Treasurer

INTERNATIONAL AIRPORT Kathy Kiefer
Senior Director, Finance & Asset Management
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June 26, 2017



QoQ % Change

First Quarter GDP

First quarter GDP increased at an annual rate of 1.2% (second estimate) in the first quarter, down from the 2.1%
pace of the prior quarter prior. The weakest showing in consumer spending since fourth quarter 2009 held down

GDP. The second release is subject to revision (there is an average change of +/- 0.6% between the advance release
and the third release).

U.S. Gross Domestic Product (QoQ)
First Quarter 2012 — First Quarter 2017
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Thousands

Initial Claims For Unemployment

For the week of May 27th, initial claims for unemployment (seasonally adjusted) increased by 13,000 to 248,000. The
4-week moving average, which helps smooth out some of the weekly volatility, increased by 2,500 to 238,000.
Unemployment claims remain near their recent lows suggesting continued strength in the job market.

Initial Jobless Claims and 4-Week Moving Average
May 11, 2012 — May 27, 2017
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Unemployment Rates

The National unemployment rate decreased slightly from 4.4 percent in April to 4.3 percent in May. The National U-6 rate also
decreased slightly from 8.6 percent in April to 8.4 percent in May. The California unemployment rate decreased its position at 4.7
percent for the month of May, down 0.1 percentage points from April. Locally, San Diego’s unemployment rate lowered to 3.6
percent, a decrease of 0.2 percentage points from April.

Unemployment Rates
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Consumer Price Index

The Consumer Price Index (CPI) for the twelve months ending April rose by 2.20%, down from a 2.40% increase in
March. Core CPI, excluding food and energy, was slightly down 1.90% for the twelve months ending April, compared
to a 2.00% increase in March.

Consumer Price Index (YoY%)
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Personal Income and Spending

The overall picture for the consumer strengthened in April. Personal income experienced a 0.40% increase, which
was up from a 0.20% increase in March. Consumer spending increased in April by 0.40%, which was up from a 0.10%
increase in March.

Personal Income and Spending (MoM%)
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Consumer Confidence Index

The Consumer Confidence Index decreased to 117.3 in May, down from 120.3 in April. However consumers remain
confident that the economy will continue to expand in the months ahead despite May'’s decline.

Consumer Confidence Index
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Existing Home Sales

Existing home sales decreased by 2.2% in April to a seasonally adjusted rate of 5.57 million units. Despite April's
decline, sales are still 1.6% higher than a year ago and at the fourth highest pace over the past year.

U.S. Existing Home Sales (MoM)
April 2007- April 2017
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New Home Sales

New homes sales decreased in April to a seasonally adjusted annualized rate of 569,000 units, which was 11.4%
below the revised March rate of 642,000 units, but is 0.5% above the April 2016 estimate of 566,000 units.

U.S. New Home Sales
April 2007 — April 2017
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Crude Oil Prices

Oil (WTI spot) closed at $49.63 on May 30, 2.3% above its 30-day average of $48.51. This month, crude oil is 1.3%
above its 12-month average of $48.98.

West Texas Intermediate Oil Price Per Barrel (WTI Spot)
May 30, 2012 — May 30, 2017
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Jet Fuel Prices

Jet fuel (U.S. Gulf Coast Spot) closed at $1.440 on May 30, which was down from its recent highs, but still 1.6%
above its 30-day average of $1.417. This month, jet fuel is 1.0% above its 12-month average of $1.425.

U.S. Gulf Coast Kerosene-Type Jet Fuel Spot Price FOB
May 30, 2012— May 30, 2017
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U.S. Equity Markets

Equity markets continue to trend up in 2017, but volatility has increased recently due to uncertainty regarding when
and what effect changes in the new Administration's policies will have on the economy. Year-to-date, the DJIA is up
6.95% and the S&P 500 is up 8.51%.

Dow Jones Industrial Average (DJIA) and S&P 500 Indices

June 6, 2012 — June 6, 2017
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Treasury Yield History

Longer-term Treasury yields, which rose sharply following the Presidential election and the March rate hike, have
fallen in the past month due to declining inflation and growth expectations.

2-, 10- and 30-year U.S. Treasury Yields

June 6, 2007 — June 6, 2017
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U.S. Treasury Yield Curve

Treasury rates surged following the U.S. elections, though longer maturities have declined recently alongside future
inflation expectations. The rate hikes in December 2016 and March 2017 propelled the shorter end of the curve to

move higher. Overall, Treasury yields are well above prior year levels.
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U.S. Treasury Yield Curve
June 6, 2016 versus June 6, 2017
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Revenue & Expenses (Unaudited)
For the Month Ended
May 31, 2017 and 2016
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Gross Landing Weight Units (000 Ibs)
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Enplanements
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Car Rental License Fees
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Food and Beverage Concessions Revenue
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Retail Concessions Revenue
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Total Terminal Concessions (Includes Cost Recovery)
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Parking Revenue

(000's) FY17 YTD Act Vs. FY17 YTD Act Vs.
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Operating Revenues

for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual  (Unfavorable) Change Year
Aviation revenue:
Landing fees 2281 $ 2403 $ 122 5% $ 2,233
Aircraft parking fees 242 242 - - 226
Building rentals 4,580 4,681 101 2% 4,488
Security surcharge 2,488 2,493 5 2,305
CUPPS Support Charges 104 104 - - 101
Other aviation revenue 134 132 (2) (1)% 138
Total aviation revenue 9829 $ 10,055 $ 226 2% $ 9,491

|i%| SANDIEGO

INTERNATIONAL AIRPORT.
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Operating Revenues
for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual  (Unfavorable) Change Year
Terminal rent non-airline $ 103 $ 130 $ 27 26% $ 110
Concession revenue:
Terminal concession revenue:
Food and beverage 867 1,067 200 23% 981
Retail 563 649 86 15% 579
Space storage 72 73 1 1% 71
Cost recovery 252 267 15 6% 215
Other (Primarily advertising) 309 312 3 1% 360
Total terminal concession revenue 2,063 2,368 305 15% 2,206
Car rental and license fee revenue:
Rental car and license fees 2,110 1,903 (207) (10)% 2,176
Rental car center cost recovery 183 (224) (407) (222)% 148
License fees-other 369 442 73 20% 354
Total rental car and license fees 2,662 2,121 (541) (20)% 2,678
Total concession revenue $ 4725 $ 4489 $ (236) B)% $ 4884

|i‘i| SANDIEGO

INTERNATIONAL AIRPORT.
LET'S GO
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Operating Revenues

for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual ~ (Unfavorable) Change Year
Parking revenue:
Short-term parking revenue $ 1949 $ 2235 $ 286 15% $ 2281
Long-term parking revenue 1,645 1,510 (135)  (8)% 1,537
Total parking revenue 3,594 3,745 151 4% 3,818
Ground transportation permits and citations 502 678 176 35% 415
Ground rentals 1,549 1,548 (1) 1,536
Grant reimbursements 19 121 102 537% 25
Other operating revenue 63 34 (29) (46)% 95
Subtotal 5,727 6,126 399 7% 5,889
Total operating revenues $ 20384 $20800 $ 416 2% $20,374

|i ] SANDIEGO

INTERNATIONAL AIRPORT.
LET'S
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Operating Expenses

for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual  (Unfavorable) Change Year
Operating expenses:
Salaries and benefits 3601 $ 3341 $ 260 7% $ 3,307
Contractual services 3,815 3,887 (72) (2)% 3,956
Safety and security 2,423 2,322 101 4% 3,593
Space rental 849 849 - - 868
Utilities 1,001 1,043 (42) (4)% 1,011
Maintenance 1,469 975 494 34% 1,938
Equipment and systems 20 10 10 50% 42
Materials and supplies 44 49 (5) (11)% 48
Insurance 77 79 (2) (3)% 79
Employee development and support 90 76 14 16% 107
Business development 264 364 (100) (38)% 199
Equipment rental and repairs 282 363 (81) (29)% 126
Total operating expenses 13,935 $ 13358 $ 577 4% $15,274

SANDIEGO

INTERNATIONAL AIRPORT.
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Financial Summary
for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual  (Unfavorable) Change  Year
Total operating revenues $ 20384 $2080 $ 416 2% $20,374
Total operating expenses 13,935 13,358 577 4% 15,274
Income from operations 6,449 7,442 993 15% 5,100
Depreciation 9,422 9,422 - - 8,252
Operating income (loss) $  (2973) $ (1980) $ 993 33% $(3,152)
1
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Nonoperating Revenues & Expenses

for the Month Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual  (Unfavorable) Change Year
Nonoperating revenues (expenses):
Passenger facility charges $ 4161 $ 4839 $ 678 16% $ 3,949
Customer facility charges (Rental Car Center) 3,395 3,336 (59) (2)% 2,707
Quieter Home Program, net (441) 129 570 129% (1,204)
Interest income 536 757 221 41% 556
BAB interest rebate 386 386 - - 386
Interest expense & debt issuance costs (5,630) (5,321) 309 5% (4,334)
Bond amortization 343 343 - 351
Other nonoperating revenue (expenses) (1)  (14,611) (14,610) (3,880)
Nonoperating revenue, net 2,749 (10,142) (12,891) (1,469)
Change in net position before grant contributions (224)  (12,122) (11,898) (4,621)
Capital grant contributions 150 143 (7) (5)% 189
Change in net position $ (74) $(11979) $ (11,905) - $(4,432)
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Revenue & Expense
(Unaudited)

For the Eleven Months Ended
May 31, 2017 and 2016




Operating Revenue (Unaudited)

Millions
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Operating Revenues
for the Eleven Months Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual (Unfavorable) Change Year
Aviation revenue:
Landing fees ! $ 24218 $ 23630 $ (588) (2)% $ 23,031
Aircraft parking fees 2,665 2,665 - - 2,475
Building rentals 50,345 50,540 195 - 48,785
Security surcharge 27,369 27,345 (24) - 24,569
CUPPS Support Charges 1,141 1,140 (1) - 1,106
Other aviation revenue 1,481 1,481 - - 1,471
Total aviation revenue $ 107,219 $ 106,801 $ (418) - $101,437
' Includes $1.4 M reduction in rates, fees and charges on landing fees due to operating expense savings for first nine months, recorded March 2017.
P
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Operating Revenues

for the Eleven Months Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual (Unfavorable) Change Year
Terminal rent non-airline $ 1139 $ 1418 3 279 24% $ 92
Concession revenue:
Terminal concession revenue:
Food and beverage 9,041 9,892 851 9% 9,429
Retalil 5,856 6,517 661 11% 5,763
Space storage 792 798 6 1% 784
Cost recovery 2,623 2,374 (249) (9% 2,312
Other (Primarily advertising) 3,329 4,155 826 25% 3,557
Total terminal concession revenue 21,641 23,736 2,095 10% 21,845
Car rental and license fee revenue:
Rental car license fees 24,244 25,835 1,591 % 24,217
Rental car center cost recovery 2,012 1,618 (394) (20)% 643
License fees-other 3,977 4411 434 11% 3,999
Total rental car and license fees 30,233 31,864 1,631 5% 28,859
Total concession revenue $ 51874 $ 55600 $ 3,726 % $ 50,704
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Operating Revenues
for the Eleven Months Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual (Unfavorable) Change Year
Parking revenue:
Short-term parking revenue $ 21725 $ 21594 % (131) (1)% $ 24219
Long-term parking revenue 15,529 16,216 687 4% 15,012
Total parking revenue 37,254 37,810 556 1% 39,231
Ground transportation permits and citations 5,692 7,296 1,604 28% 4,761
Ground rentals 17,034 16,949 (85) - 13,659
Grant reimbursements 202 268 66 33% 269
Other operating revenue 690 1,345 655 95% 800
Subtotal 60,872 63,668 2,796 5% 58,720
Total operating revenues $ 221,104 $ 227487 $ 6,383 3% $211,782
A
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Operating Expenses (Unaudited)

Millions
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Operating Expenses

for the Eleven Months Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual (Unfavorable) Change Year
Operating expenses:
Salaries and benefits > $ 41228 $ 41381 $ (153) $ 38551
Contractual services 40,944 40,021 923 2% 34,565
Safety and security 26,316 25,326 990 4% 25,566
Space rental 9,342 9,341 1 - 9,499
Utilities 11,731 9,764 1,967 17% 10,457
Maintenance 13,168 12,845 323 2% 13,110
Equipment and systems 299 424 (125) (42)% 461
Materials and supplies 406 529 (123) (30)% 449
Insurance 935 877 58 6% 871
Employee development and support 1,205 1,134 71 6% 1,078
Business development 2,319 2,180 139 6% 2,066
Equipment rental and repairs 3,335 2,983 352 11% 2,724
Total operating expenses $ 151,228 $ 146,805 $ 4,423 3% $139,397

2 For the fiscal year 2017, total pension expense will be $7,451,396, compared to $4,048,248 in fiscal year 2016.
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Financial Summary

for the Eleven Months Ended May 31, 2017 unaudited)

Variance

Favorable % Prior

(In thousands) Budget Actual (Unfavorable)  Change Year
Total operating revenues $ 221,104 $ 227,487 $ 6,383 3% $211,782
Total operating expenses 151,228 146,805 4,423 3% 139,397
Income from operations 69,876 80,682 10,806 15% 12,385
Depreciation 85,896 85,896 - - 79,075
Operating income (loss) $ (16,0200 $ (5214) $ 10,806 67% $ (6,690)
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Nonoperating Revenues & Expenses
for the Eleven Months Ended May 31, 2017 (unaudited)

Variance
Favorable % Prior
(In thousands) Budget Actual (Unfavorable) Change Year
Nonoperating revenues (expenses):
Passenger facility charges $ 38119 $ 38556 $ 437 1% $ 36,793
Customer facility charges (Rental Car Center) 33,837 33,056 (781) (2)% 30,378
Quieter Home Program, net (2,958) (676) 2,282 7% (4,761)
Interest income 6,008 7,357 1,349 22% 5,444
BAB interest rebate 4,245 4,255 10 - 4,257
Interest expense & debt issuance costs (61,442) (56,572) 4,870 8% (52,702)
Bond amortization 3,811 3,811 - - 3,893
Other nonoperating revenue (expenses) (9) (16,659) (16,650) - 1,125
Nonoperating revenue, net 21,611 13,128 (8,483) (39)% 24,427
Change in Net Position before grant contributiol 5,591 7,914 2,323 42% 17,737
Capital grant contributions 1,200 1,805 605 50% 10,625
Change in Net Position $ 6791 $ 9719 § 2,928 43% $ 28,362
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

2017 2016
Current assets:

Cash and investments $ 64,892 $ 66,877

Tenant lease receivable, net of allowance
of 2017: ($218,877) and 2016: ($222,630) 7,720 7,964
Grants receivable 3,860 5,825
Notes receivable-current portion 1,705 1,609
Prepaid expenses and other current assets 7,197 7,600
Total current assets 85,374 89,875
Cash designated for capital projects and other $ 42,295 $ 34,149
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

2017 2016
Restricted assets:
Cash and investments:
Bonds reserve $ 57,872 $ 56,868
Passenger facility charges and interest unapplied 67,919 72,203
Customer facility charges and interest applied 37,159 40,150
SBD bond guarantee 4,000 4,000
Bond proceeds held by trustee 154,904 177,553
Variable rate debt interest held by Trustee 94 -
Passenger facility charges receivable 4,185 4,549
Customer facility charges receivable 3,852 2,904
OCIP insurance reserve 2,791 3,610
Total restricted assets $ 332,776 $ 361,837
L
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

Noncurrent assets:

Capital assets:
Land and land improvements
Runways, roads and parking lots
Buildings and structures
Machinery and equipment
Vehicles
Office furniture and equipment
Works of art
Construction-in-progress

Less: accumulated depreciation
Total capital assets, net

SANDIEGO

INTERNATIONAL AIRPORT.
LET'S GO

2017 2016

$ 110,139 $ 109,265
631,185 589,529
1,395,686 1,398,677
49,022 45,367
15,660 14,648
33,427 32,417
10,066 9,535
180,700 152,055
2,425,885 2,351,493
(892,757) (810,255)
$1,533,128  $1,541,238
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

Other assets:
Notes receivable - long-term portion
Investments - long-term portion
Security deposit

Total other assets

Deferred outflows of resources:
Deferred pension contributions
Other deferred pension outflows
Total assets and deferred outflows of resources

|i(i SANDIEGO

B INTERNATIONAL AIRPORT.
LET'S GO.

il

2017 2016
$ 33,486 $ 35,281
187,361 139,307
350 323
221,197 174,911
5,571 5,636
15,048 288
$ 2,235,389  $ 2,207,934
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

Current liabilities:
Accounts payable and accrued liabilities
Deposits and other current liabilities
Total current liabilities

Current liabilities payable from restricted assets:
Current portion of long-term debt
Accrued interest on bonds and variable debt
Total liabilities payable from restricted assets

P
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2017 2016
42,597 46,195
8,682 7,576
51,279 93,771
11,585 11,090
27,253 27,461
38,838 38,551
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

Long-term liabilities:
Variable debt
Other long-term liabilities
Long-term debt - bonds net of amortized premium
Net Pension Liability
Total long-term liabilities
Total liabilities

Deferred inflows of resources
Deferred pension inflows
Total liabilities and deferred inflows of resources

|i'i| SANDIEGO

INTERNATIONAL AIRPORT.
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2017 2016

$ 52998 $ 38,705
8,599 10,203
1,276,360 1,292,106
18,111 1,681
1,356,068 1,342,695
1,446,185 1,435,017
1,815 1,807
$1,448,000 $1,436,824
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Statements of Net Position (unaudited)
As of May 31, 2017 and 2016

(In Thousands)

2017 2016

Net Position:
Invested in capital assets, net of related debt $ 339,558 369,089
Other restricted 177,476 183,756

Unrestricted:
Designated 42,295 34,149
Undesignated 228,060 184,116
Total net position $ 787,389 771,110

|i=’| SANDIEGO

INTERNATIONAL AIRPORT.
LET'S GO.

45






il

SANDIEGO

INTERNATIONAL AIRPORT
LET’S GO.

Item 3

San Diego County Regional
Airport Authority

Review of the Authority’s
Investment Report
As of May 31, 2017

Presented by: Geoff Bryant
Manager, Airport Finance

June 26, 2017



This report is prepared for the San Diego County Regional Airport Authority (the "Authority") in
accordance with California Government Code Section 53646, which states that “the treasurer or
chief fiscal officer may render a quarterly report to the chief executive officer, the internal auditor,
and the legislative body of the local agency within 30 days following the end of the quarter covered
by the report."

The investment report was compiled in compliance with California Government Code Section 53646
and the Authority's approved Investment Policy. All investment transactions made in the Authority's
portfolio during this period were made on behalf of the Authority. Sufficient liquidity and
anticipated revenue are available to meet expenditure requirements for the next six months.

et TP ———

Scott Brickner, C.P.A.
V.P. Finance & Asset Management / Treasurer
San Diego County Regional Airport Authority
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Total Portfolio Summary

Book Value (1)
Market Value (1)
Market Value%

Unrealized Gain / (LosSs)

Weighted Average Maturity (Days)
Weighted Average Yield as of Period End
Cash Interest Received- Current Month
Cash Interest Received- Year-to-Date

Accrued Interest

Notes:

Current Period Prior Period Change From
May 31, 2017 April 30, 2017 Prior
$463,386,000 $467,024,000 ($3,638,000)
$462,675,000 $466,147,000 ($3,472,000)

99.85% 99.81% 0.04%
($711,000) ($877,000) $166,000
408 days 394 days 14

1.14% 1.12% 0.02%
$499,000 $435,000 $64,000
$4,217,000 $3,718,000 $499,000
$814,000 $1,057,000 ($243,000)

(1) Decrease in portfolio value is primarily due to capital expenditures exceeding capital receipts.
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Portfolio Composition by Security Type

May 31, 2017 April 30, 2017
Percent of Percent of || Permitted by Negotiable
Market Value | Portfolio | Market Value | Portfolio Policy Collateralized gCDs
CDs
Agency Securities $ 109,586,000 23.7% $ 106,459,000 22.8% 100% 3.3% 10.1% Paper
Collateralized CDs 15,406,000  3.3% 15,396,000  3.3% 30% Agency 1.8%
Negotiable CDs 46,627,000 10.1% 43,618,000 9.4% 30% Securities .

) 23.7% Nationals
Commercial Paper 8,477,000  1.8% 14,465,000  3.1% 25% 1.3%
Supra Nationals 5,996,000 1.3% 5,992,000 1.3% 30%

Medium Term
Medium Term Notes 39,594,000  8.6% 39,570,000  8.5% 15% Notes
Bank Demand Deposits 33,224,000 7.2% 37,401,000 8.0% 100% 8.6%
Government Securities 85,354,000 18.4% 85,345,000 18.3% 100%
Money Market Funds 459,000  0.1% 14,000  0.0% 20% CalTrust Bafl')k Demand
eposits
LAIF 48,114,000  10.4% 48,058,000  10.3% $65 million ® 3.3% :2%
San Diego County Pool 54,555,000 11.8% 54,559,000 11.7% $65 million @
- Government
CalTrust 15,283,000 3.3% 15,270,000 3.3% $65 million San Diego Securities
County Pool 18.4%
Total: $ 462,675,000 100.0% $ 466,147,000 100.0% 11.8% Money
Notes: Market Funds
Notes: 10.4% 0.1%

1.) The $65 million limit on LAIF is a non-statutory LAIF internal limit. It does not apply to bond proceeds.
2.) The San Diego County Investment Pool mirrors the LAIF internal limit and does not apply to bond proceeds.
3.) The CalTrust mirrors the LAIF internal limit and does not apply to bond proceeds.
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Portfolio Composition by Credit Rating

May 31, 2017 April 30, 2017
Percent of Percent of

Market Value Portfolio Market Value Portfolio
AAA @) $ 255,951,000  55.4% $ 252,369,000  54.2%
AA 76,887,000 16.6% 76,860,000 16.5%
A 24,617,000 5.3% 21,598,000 4.6%
A-1+/P-1 8,477,000 1.8% 14,465,000 3.1%
LAIF 48,114,000 10.4% 48,058,000 10.3%
Collateralized CDs 15,405,000 3.3% 15,396,000 3.3%
Collateralized Deposits 33,224,000 7.2% 37,401,000 8.0%
Total: $ 462,675,000 100.0% $ 466,147,000 100.0%
Notes:

1.) Includes investments that have split ratings between S&P (AA+), Moodys (AAA) and Fitch (AAA)
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Portfolio Composition by Maturity ®

May 31, 2017 April 30, 2017
Percent of Percent of
Market Value Portfolio Market Value Portfolio
0 - 3 Months $ 166,991,000 36.1% $ 176,645,000 37.8%
3 -6 Months 22,541,000 4.9% 12,522,000 2.7%
6 - 9 Months 1,502,000 0.3% 13,500,000 2.9%
9 - 12 Months 26,408,000 5.7% 27,433,000 5.9%
1-2Years 129,966,000 28.1% 128,475,000 27.6%
2 -3 Years 110,260,000 23.8% 107,572,000 23.1%
Ower 3 Years 5,007,000 1.1% - 0.0%
Total: $ 462,675,000 100.0% $ 466,147,000 100.0%
Notes:
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1.) The 0-3 Quarter category includes investments held in the LAIF, CalTrust, and the San Diego County Investment Pool.
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Benchmark Comparison
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Notes:
1.) Benchmark data for LAIF is the average monthly effective yield.
2.) CMT stands for Constant Maturity Treasury. This data is published in Federal Reserve Statistical Release H.15 and
represents an average of all actively traded Treasury securities having that time remaining until maturity. Thisis a
standard industry benchmark for Treasury securities.
3.)
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The CMT benchmarks are moving averages. The 3-month CMT is the daily average for the previous 3 months, the

6-month CMT is the daily average for the previous 6 months, and the 1-year CMT is the daily average for the
previous 12-months.




Detail of Security Holdings As of May 31, 2017

Settlement Security Maturity Purchase Market Market Days to  Yield to
Date Description Coupon Date Par Value Price Book Value Price Value Maturity Maturity
10/16/15 FNMA 1.125 10/19/18 5,000,000 100.550 5,027,500 99.85 4,992,550 506 0.939
08/15/16 FHLB 0.625 08/07/18 4,000,000 99.624 3,985,680 99.28 3,971,320 433 0.808
06/24/16 FNMA 0.875 03/28/18 4,450,000 100.099 4,454,406 99.73 4,438,030 301 0.818
10/21/16 FHLB 0.875 08/05/19 12,000,000 99.568 11,948,160 98.85 11,861,760 796 1.032
10/07/16 FHLB 1.000 09/26/19 10,000,000 99.727 9,972,700 99.10 9,909,600 848 1.094
06/29/16 FNMA 1.125 06/21/19 10,400,000 100.857 10,497,978 99.51 10,349,352 751 0.833
02/03/16 FNMA 1.375 01/28/19 6,000,000 100.842 6,050,520 100.12 6,007,260 607 1.088
05/16/16 FNMA 1.000 02/26/19 5,000,000 100.116 5,005,800 99.45 4,972,650 636 0.957
04/20/16 FHLB 1.125 04/15/19 8,000,000 100.319 8,020,420 99.64 7,971,520 684 1.016
12/08/16 FHLB 1.250 01/16/19 2,950,000 99.996 2,949,882 99.92 2,947,729 595 1.252
05/16/17 FHLB 1.875 03/13/20 3,000,000 100.836 3,025,080 101.06 3,031,890 1017 1.571
07/08/16 FHLMC 1.250 08/01/19 5,000,000 101.285 5,064,250 99.69 4,984,350 792 0.824
09/06/16 FNMA 1.000 08/28/19 13,500,000 99.836 13,477,860 99.15 13,385,520 819 1.056
02/28/17 FNMA 1.500 02/28/20 13,050,000 99.936 13,003,050 99.97 13,046,471 1003 1.529
08/02/16 FNMA 0.875 08/02/19 7,800,000 99.832 7,786,896 98.92 7,716,072 793 0.932
Agency Total 110,150,000 110,270,182 109,586,073 752 1.062

07/02/16 East West Bk CD 0.700 07/07/17 10,360,123 100.000 10,360,123 100.00 10,360,123 37 0.700
10/21/16 East West Bk CD 0.500 10/24/17 5,044,604 100.000 5,044,604 100.00 5,044,604 146 0.700
Collateralized CDs Total 15,404,727 15,404,727 15,404,727 73 0.700
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Detail of Security Holdings As of May 31, 2017

Settlement Security Maturity Purchase Market Market Days to Yield to
Date Description Coupon Date Par Value Price Book Value Price Value Maturity Maturity
09/11/14 US BK NA CINCIN C/D 1.375 09/11/17 4,000,000 100.000 3,993,560 100.05 4,002,000 103 1.430
03/09/16 US Bank CD 1.060 03/09/18 4,000,000 100.000 4,000,000 100.00 4,000,000 282 1.060
11/17/15 SKANDINAV ENSKD CD 1.480 11/16/17 4,500,000 100.000 4,500,000 100.00 4,500,000 169 1.480
02/09/17 BK OF MONTREAL YC/D 1.880 02/07/19 5,000,000 100.000 5,000,000 100.74 5,037,000 617 1.880
12/05/16 NORDEA BK FINL YC/D 1.760 11/30/18 4,000,000 100.000 4,000,000 100.57 4,022,840 548 1.760
12/05/16 CANADIAN IMP BK YC/D 1.760 11/30/18 5,000,000 99.922 4,996,100 100.57 5,028,550 548 1.800
11/18/15 HSBC BK C/D 0.954 11/17/17 4,000,000 100.000 4,000,000 100.30 4,012,000 170 0.954
05/04/17 SUMITOMO MITSUI YC/D 2.050 05/03/19 3,000,000 100.080 3,000,000 100.00 3,000,000 702 2.050
03/16/16 Toronto Dominion CD 1.720 03/14/18 5,000,000 100.000 5,000,000 100.30 5,015,050 287 1.720
04/06/17 BK NOVA SCOTIA YC/D 1.910 04/05/19 4,000,000 100.000 4,000,000 100.07 4,002,680 674 1.910
03/15/16 ROYAL BK CDA Y C/D 1.700 03/09/18 4,000,000 100.000 4,000,000 100.18 4,007,280 282 1.700
Negotiable CDs Total 46,500,000 46,489,660 46,627,400 395 1.614

04/28/17 BANK OF TOKYO MITS DC/P 1.370 10/25/17 3,500,000 99.315 3,476,025 99.49 3,481,975 147 1.379
01/09/17 BNP PARIBAS FIN DC/P 1.290 07/07/17 5,000,000 99.360 4,967,929 99.90 4,994,900 37 1.300
Commercial Paper Total 8,500,000 8,443,954 8,476,875 82 1.333

04/28/17 INTL BK RECON & DEV 1.875 04/21/20 3,000,000 100.685 3,020,550 100.79 3,023,760 1056 1.638
04/21/16 INTER-AMER DEV BANK 1.000 05/13/19 3,000,000 99.714 2,991,420 99.07 2,972,070 712 1.095
Supranationals 6,000,000 6,011,970 5,995,830 885 1.368

05/12/15 APPLE INC NOTES 1.000 05/03/18 4,000,000 99.121 3,964,840 99.70 3,987,840 337 1.302
12/12/16 BK NEW YORK NTS 2.300 09/11/19 2,000,000 101.107 2,022,140 100.97 2,019,420 833 1.884
10/14/16 TOYOTA MOTOR CR CORP 2.125 07/18/19 1,000,000 101.670 1,016,700 100.82 1,008,240 778 1.505
10/14/16 TOYOTA MTR CR CORP 1.400 05/20/19 1,500,000 99.906 1,498,590 99.48 1,492,185 719 1.437
10/14/16 AMERICAN HONDA BDS 1.200 07/12/19 2,495,000 99.241 2,476,063 98.95 2,468,827 772 1.483
07/17/15 GECC MTN 1.625 04/02/18 4,950,000 105.364 4,968,018 100.20 4,959,702 306 1.487
12/28/15 JPM CHASE & CO NT 1.800 01/25/18 1,500,000 99.888 1,498,320 100.16 1,502,340 239 1.855
11/19/14 CHEVRON CORP 1.345 11/15/17 1,500,000 100.199 1,502,985 100.02 1,500,360 168 1.345
05/15/17 CHEVRON CORP 1.991 03/03/20 3,500,000 100.275 3,509,660 100.45 3,515,855 1007 1.889
02/29/16 CISCO SYSTEMS 1.600 02/28/19 3,000,000 100.330 3,009,900 100.14 3,004,080 638 1.487
02/24/16 |IBM CORP NOTES 1.800 05/17/19 3,000,000 100.119 3,003,570 100.28 3,008,430 716 1.761
05/15/17 JPM CHASE & CO MTN 2.250 01/23/20 3,500,000 100.267 3,509,345 100.45 3,515,575 967 2.144
06/06/16 WELLS FARGO CO MTN 2.150 01/15/19 4,600,000 101.427 4,665,642 100.60 4,627,554 594 1.589
09/14/15 AMERICAN EXPRESS MTN 1.800 07/31/18 2,980,000 99.759 2,972,818 100.13 2,983,725 426 1.886
Medium Term Notes 39,525,000 39,618,591 39,594,133 605 1.652

INTERNATIONAL AIRPORT.
LET'S
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Detail of Security Holdings As of May 31, 2017

Settlement Security Maturity Purchase Market Market Days to Yield to
Date Description Coupon Date Par Value Price Book Value Price Value Maturity Maturity
12/23/15 U.S. Treasury 1.500 12/31/18 15,200,000 100.516 15,295,391 100.39 15,259,432 579 1.325
05/11/17 U.S. Treasury 1.500 05/31/20 5,000,000 99.754 4,987,695 100.15 5,007,250 1096 1.583
01/09/17 U.S. Treasury 1.250 01/31/20 7,000,000 99.170 6,940,820 99.65 6,975,360 975 1.530
11/13/15 U.S. Treasury 1.250 11/30/18 11,000,000 100.234 11,002,578 100.02 11,001,760 548 1.242
02/03/16 U.S. Treasury 1.375 02/28/19 2,950,000 100.988 2,979,154 100.19 2,955,635 638 1.047
06/10/15 U.S. Treasury 1.000 05/31/18 10,000,000 99.762 9,976,172 99.79 9,979,300 365 1.082
04/20/16 U.S. Treasury 1.000 09/15/18 4,900,000 100.367 4,917,992 99.72 4,886,427 472 0.845
03/04/16 U.S. Treasury 1.625 03/31/19 5,850,000 101.793 5,954,889 100.65 5,887,908 669 1.031
12/05/16 U.S. Treasury 1.500 11/30/19 13,400,000 100.125 13,416,750 100.36 13,447,704 913 1.457
05/06/16 U.S. Treasury 1.250 10/31/18 9,950,000 101.066 10,034,779 100.04 9,953,483 518 0.816
Government Total 85,250,000 85,506,221 85,354,258 660 1.221
East West Bank 104,396 100.000 104,396 100.00 104,396 1 0.350
East West Bank 18,497,237 100.000 18,497,237 100.00 18,497,237 1 0.350
US Bank General Acct 9,537,520 100.000 9,537,520 100.00 9,537,520 1 0.000
Torrey Pines Bank 5,085,238 100.000 5,085,238 100.00 5,085,238 1 0.400
Bank Demand Deposits 33,224,391 33,224,391 33,224,391 1 0.257
DREYFUS GOVT INVEST 458,585 100.000 458,585 100.00 458,585 1 0.000
Money Market Fund 458,585 458,585 458,585 1 0.000
Local Agency Invstmnt Fd 48,119,788 100.000 48,119,788 99.99 48,114,107 1 0.925
San Diego County Inv Pool 54,554,468 100.000 54,554,468 100.00 54,555,013 1 1.227
CalTrust 15,283,159 100.000 15,283,159 100.00 15,283,159 1 1.070
Grand Total $ 462,970,119 100.16 $ 463,385,697 99.85 $ 462,674,551 408 1.141

SANDIEGO
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Portfolio Investment Transactions
From May 1st, 2017 - May 31%t, 2017

Settle Security Security Mature Call Unit
Date Description Type CUSIP Coupon Date Date Price Amount

05/04/17 SUMITOMO MITSUI C/D Negotiable CD 86563YVNO 2.050 05/03/19 - 100.080 $ 3,000,000
05/11/17 US TREAS NTS US TREAS NTS 912828XE5 1.500 05/31/20 - 99.754 5,021,074
05/15/17 CHEVRON CORP NTS MTN 166764BP4 1.991 03/03/20 - 100.276 3,523,597
05/15/17 JPM CHASE & CO MTN MTN 46625HKA7 2.250 01/23/20 - 100.267 3,533,845
05/16/17 FHLB AGCY 313378377 1.875 03/13/20 - 100.836 3,034,924

11/03/16 TOYOTA MTR CRED DC/P CcP 89233GS23 05/02/17 - 100.000 $ 2,999,910
11/21/16 CREDIT AGRICOLE CRP DC/P CcpP 22533TSF4 05/15/17 - 99.960 $ 2,998,890

DEPOSITS
3$ o
WITHDRAWALS / SALES / TRANSFERS
06/10/15 US TREAS NTS US TREAS NTS 912828VE7 1.000 05/31/18 -- 99.785 $ 5,011,51:
11/19/14 CHEVRON CORP MTN 166764AL4 1.345 11/15/17 - 100.044 3,501,540
12/28/15 JPM CHASE & CO NT MTN 46625HIG6 1.800 01/25/18 - 100.187 3,525,795

$ 12,038,846

SANDIEGO

INTERNATIONAL AIRPORT.
LET'S GO.



Bond Proceeds Summary
SUMMARY OF 2010, 2013 & 2014 BOND PROCEEDS*

As of: May 31, 2017
(inthousands)

Series 2010 Series 2013 Series 2014 Total Yield Rating
Project Fund
SDCIP S - S 1,716 S 32 S 1,748 1.23% 2 AAAf
$ - S 1,716 $ 32 S 1,748

Debt Service Reserve & Coverage Funds

SDCIP S 30,315 $ 33,223 S 28,889 S 92,427 1.23% ) AAAf
East West Bank CD 21,064 - - 21,064 0.80% N/R
S 51,379 S 33,223 S 28,889 S 113,491
S 51,379 S 34,939 S 28,921 S 115,239 " 1.15%

*Bond proceeds are not included in deposit limits as applied to operating funds

1) SDCIP Yield as of 4/30/17

|i ] SANDIEGO
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Bond Proceeds Investment Transactions

From May 15t, 2017 - May 31st, 2017

Settle
Date

Security Mature Call Unit
Description Type CuUsIP Coupon Date Date Price Amount

WITHDRAWALS / SALES

5/8/2017 SDCIP (2013 Bonds)
5/8/2017 SDCIP (2014 Bonds)

LET'S GO.

SDCIP - 1.23 - 100.0 S 266,355
sDcip - 1.23 - 100.0 1,000,428
$ 1,266,783
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Revolving Obligations as of May 31, 2017

MONTHLY
FACILITY SERIES PRINCIPAL RATE

INTEREST AND FEES
US BANK NON-AMT 26,550,000 1.17% S 26,663
US BANK  AMT 15,849,000 1.17% 15,917
US BANK  TAXABLE 10,599,000 1.60% 14,557
US BANK OUTSTANDING BALANCE S 52,998,000 S 57,138
US BANK UNUTILIZED BALANCE 72,002,000 0.37% 20,987
USBANK TOTAL $ 125,000,000 S 78,124
RBC UNUTILIZED $ 100,000,000 0.23% S 18,750

TOTAL TOTAL REVOLVING CAPACITY $ 225,000,000 S 96,874




Questions




Item No.

5

EXECUTIVE COMMITTEE Meeting Date: JUNE 26, 2017

Subject:

Authorization of Bond Documents and Sale of up to $400 Million Airport Revenue
Bonds, Including Delegation of Pricing Authority, to Refund a Portion of the
Authority’s Outstanding Subordinate Revolving Obligations and to Fund the
Parking Plaza, FIS and Capital Improvement Program; Authorization of the $10
Million Irrevocable Commitment of Passenger Facility Charges in FY 2018 to the
Payment of Debt Service and; Authorization of Reimbursement Agreement

Recommendation:
Forward this item to the Board with a recommendation for approval.
Background/Justification:

Pursuant to 8170070 of the California Public Utilities Code (the “Act”), the Authority has
the power to issue bonds, from time to time, payable from revenue of any facility or
enterprise operated, acquired, or constructed by the Authority, for any of the purposes
authorized under the Act.

Senior Bonds

The Authority previously entered into a senior Master Trust Indenture, dated as of
November 1, 2005, as amended (the “Master Senior Indenture”) by and between the
Authority and The Bank of New York Mellon Trust Company, N.A., formerly known as
The Bank of New York Trust Company, N.A. (the “Senior Trustee”). This Master Senior
Indenture is the financing document that sets forth the general terms of the Authority’s
pledge of Net Revenues (which include certain revenues received by the Authority from
the operation of the Airport less operation and maintenance expenses) to secure senior
lien airport revenue bonds and provides for the terms and conditions upon which senior
lien airport revenue bonds may be issued by the Authority.

Senior Series 2013 Bonds. Pursuant to the Master Senior Indenture and a Third
Supplemental Trust Indenture, dated as of January 1, 2013, by and between the
Authority and the Senior Trustee, the Authority issued its Series 2013A Non AMT and
2013B AMT Senior Bonds, which are currently outstanding in the aggregate principal
amount of $375.5 million. The Senior Series 2013 Bonds were used to finance the
Green Build and certain other projects in the Authority’s capital plan. The Senior Series
2013 Bonds are the only senior lien airport revenue bonds currently outstanding.
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Subordinate Obligations

The Authority previously entered into a Master Subordinate Trust Indenture, dated as of
September 1, 2007, as amended (“Master Subordinate Indenture”) by and between the
Authority and U.S. Bank National Association, as successor trustee, (“Subordinate
Trustee”). This Master Subordinate Indenture is the financing document that sets forth
the general terms of the Authority’s pledge of Subordinate Net Revenues (which include
certain revenues received by the Authority from the operation of the Airport, less
operation and maintenance expenses, less the debt service on the Senior Bonds and
Senior Bond reserve requirements) to secure subordinate lien airport revenue
obligations and provides for the terms and conditions upon which subordinate lien airport
revenue obligations may be issued by the Authority. The pledge of Subordinate Net
Revenues under the Master Subordinate Indenture is subordinate to the pledge of Net
Revenues under the Master Senior Indenture.

Subordinate 2010 Bonds. Pursuant to the Master Subordinate Indenture and a Second
Supplemental Subordinate Trust Indenture, dated as of October 1, 2010, by and
between the Authority and the Subordinate Trustee, the Authority issued its Series
2010A (non AMT), Series 2010B (non AMT) and Series 2010C (federally taxable Build
America Bonds) Subordinate Bonds, which are currently outstanding in the aggregate
principal amount of $546.4 million. The Subordinate Series 2010 Bonds were used to
finance the Green Build and certain other projects in the Authority’s capital plan.

Subordinate Revolving Obligations. Pursuant to the Master Subordinate Indenture, the
Third Supplemental Subordinate Trust Indenture, dated as of September 1, 2014 (the
“Third Supplemental Subordinate Indenture”), by and between the Authority and the
Subordinate Trustee, and the Revolving Credit Agreement, dated as of September 1,
2014, as amended (the “Subordinate Credit Agreement”), by and between the Authority
and U.S. Bank National Association (the “Subordinate Revolving Obligations Bank”), the
Authority is authorized to issue and have outstanding, from time to time, up to
$125,000,000 in aggregate principal amount of its San Diego County Regional Airport
Authority Subordinate Airport Revenue Revolving Obligations (collectively, the
“Subordinate Revolving Obligations”). Currently, the Authority has $ 52 million aggregate
principal amount of Subordinate Revolving Obligations outstanding.

Subordinate Drawdown Bonds: Additionally, pursuant to the Master Subordinate
Indenture, the Fourth Supplemental Subordinate Trust Indenture, dated as of April 1,
2017 (the “Fourth Supplemental Subordinate Indenture”), by and between the Authority
and the Subordinate Trustee, the Bondholder’'s Agreement, dated as of April 1, 2017
(the “Subordinate Drawdown Bondholder's Agreement”), by and between the Authority
and RBC Municipal Products, LLC (the “Subordinate Drawdown Bond Purchaser”), and
the Bond Purchase Agreement, dated April 19, 2017 (the “Subordinate Drawdown Bond
Purchase Agreement”), between RBC Capital Markets LLC (the “Subordinate Drawdown
Bond Underwriter”) and the Authority, the Authority is authorized to issue and have
outstanding, from time to time, up to $100,000,000 in aggregate principal amount of its
San Diego County Regional Airport Authority Subordinate Airport Revenue Drawdown
Bonds (collectively, the “Subordinate Drawdown Bonds”). Currently the Authority has no
Subordinate Drawdown Bonds outstanding.
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Subordinate Series 2017 Bonds

Authority staff has determined that it is necessary and advisable to issue additional
Subordinate Airport Revenue Bonds (“Subordinate Series 2017 Bonds”) in an aggregate
principal amount not to exceed $400 million in order to refund a portion of the Authority’s
outstanding Subordinate Revolving Obligations, to fund certain capital projects in the FY
2018 — FY 2022 Capital Program, including the Parking Plaza and the Federal
Inspection Services facilities (“FIS”), to fund a portion of the interest accruing on the
Subordinate Series 2017 Bonds, to fund a reserve fund for the Subordinate Series 2017
Bonds), and to pay the costs of issuance of the Subordinate Series 2017 Bonds. The
Subordinate Series 2017 Bonds will be issued pursuant to the Maser Subordinate
Indenture and a Fifth Supplemental Subordinate Trust Indenture to be entered into by
the Authority and the Subordinate Trustee.

Resolution No. 2017-XXXX
Upon adoption of Resolution No. 2017-XXXX, the Board will be approving the following:

1) The issuance of the new Subordinate Series 2017 Bonds in an aggregate
principal amount not-to-exceed $400 million in order to refund a portion of the Authority’s
outstanding Subordinate Revolving Obligations, to fund certain capital projects in the FY
2018 — FY 2022 Capital Program, including the Parking Plaza and the FIS, to fund a
portion of the interest accruing on the new Subordinate Series 2017 Bonds, to fund a
reserve fund for the new 2017 Subordinate 2017 Bonds , and to pay the costs of
issuance of the new Subordinate Series 2017 Bonds.

2) Fifth Supplemental Subordinate Trust Indenture (Attachment 1)

The Fifth Supplemental Trust Indenture sets forth the terms of the Subordinate Series
2017 Bonds, including, among other things, the interest rates, maturity dates and
redemption provisions of the Subordinate Series 2017 Bonds, the establishment of
certain funds and accounts to be created in connection with the issuance of the
Subordinate Series 2017 Bonds and the form of the Subordinate Series 2017 Bonds.
The new Subordinate Series 2017 Bonds will bear interest at fixed rates of interest that
will be determined by the underwriters in accordance with the Purchase Contract.
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3) Preliminary Official Statement (POS) (Attachment 2)

The Preliminary Official Statement is the disclosure document provided by the Authority
to prospective purchasers of the Subordinate Series 2017 Bonds. The Preliminary
Official Statement describes, among other things, the security for the Subordinate Series
2017 Bonds, how the proceeds of the Subordinate Series 2017 Bonds will be used,
financial and operating information of the Authority and the Airport, certain information
regarding the airline industry, risk factors and pending litigation against the Authority.
Additionally, Appendix A to the Preliminary Official Statement will contain the Financial
Feasibility Report of Unison Consulting Inc. The Financial Feasibility Report, contains
among other things, projections of future enplanements at the Airport and future
revenues and expenses and debt service coverage levels. The Authority is required to
provide full and complete disclosure of all material information to the prospective
purchasers of the Subordinate Series 2017 Bonds and must certify that the Preliminary
Official Statement contains the same. Upon pricing of the Subordinate Series 2017
Bonds, the Authority will be required to complete a Final Official Statement, which will be
an updated version of the Preliminary Official Statement in substantially the same form
but will include the results of the pricing of the Subordinate Series 2017 Bonds. The
Authority is required to provide full and complete disclosure of all material information to
the prospective purchasers of the Subordinate Series 2017 Bonds and must certify that
the Final Official Statement contains the same.

4) Purchase Contract (Attachment 3)

This financing document will be entered into with Morgan Stanley, as representative of
the underwriters of the Subordinate Series 2017 Bonds, which will include Morgan
Stanley, Jefferies, Backstrom McCarley Berry & Co, Citigroup, RBC Capital Markets

and Siebert Cisneros Shank & Co. The Purchase Contract requires the underwriters to
purchase the Subordinate Series 2017 Bonds, provided certain terms and conditions set
forth in the Purchase Contract are met by the Authority and other parties. Pursuant to
the terms of the Purchase Contract, the underwriters will collect an underwriting discount
not exceeding 0.3% of the final par amount of the Subordinate Series 2017 Bonds
purchased by them.

5) Continuing Disclosure Certificate (Attachment 4)

The Continuing Disclosure Certificate sets out the Authority’s obligation under Rule 15¢2
12 of the Securities Exchange Act of 1934, as amended, to provide updated financial
and operating information about the Authority and the Airport to the Municipal Securities
Rulemaking Board (“MSRB”) on an annual basis, and to provide notices of certain
enumerated events to MSRB.
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Resolution No. 2017-XXXX (Irrevocable Commitment of PFCs)

Upon adoption of Resolution No. 2017-XXXX, the Board will be irrevocably committing to
use $10 million of passenger facility charges (“PFC’s”) to pay debt service on the Senior
Series 2013 Bonds and/or the Subordinate Series 2010 Bonds during fiscal year 2018.
When issuing additional Subordinate Obligations (like the Subordinate Series 2017
Bonds), the terms of the Master Subordinate Indenture require the Authority to certify
that its future revenues, and other moneys used to pay debt service, will be sufficient to
make the debt service payments on the new debt obligations. In connection with the
issuance of the Subordinate Series 2017 Bonds, the Authority will be including the $10
million of PFCs in its certification that it will have sufficient moneys in the future to make
its debt service payments. In addition to the $10 million of PFCs being irrevocably
committed, the Authority will be using additional PFCs to make its debt service payments
in FY 2018 and in future years.

Resolution No. 2017-XXXX (Delegation of Reimbursement Declarations)

Upon adoption of Resolution No. 2017-XXXX, the Board will be designating the
President/CEO and Vice President, Finance & Asset Management and Treasurer of the
Authority to act on behalf of the Authority when declaring the Authority’s intent to
reimburse original capital expenditures with proceeds of taxable and tax-exempt bonds.
Under Federal tax laws, except for certain limited exceptions, an issuer must declare its
intent to use proceeds of tax-exempt bonds to reimburse itself for capital expenditures
originally paid with the Issuer's own moneys. The President/CEO and Vice President,
Finance & Asset Management and Treasurer will be allowed to make these declarations
on behalf of the Authority. This does not enable Authority staff to issue or incur a debt
obligation without prior Board approval.

Fiscal Impact:

Debt Service and Cost of Issuance related to the Subordinate Series 2017 Bonds have
been included in the approved FY 2018 Budget and FY 2019 Conceptual Budget in non-
operating costs under the Debt Service line item. Future Debt service costs will be
included in future budget requests.

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

[] Community [] Customer [] Employee [X] Financial [] Operations
Strategy Strategy Strategy Strategy Strategy

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. 815378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.
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B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not Applicable.
Prepared by:

SCOTT BRICKNER,
VICE PRESIDENT FINANCE AND ASSET MANAGEMENT/TREASURER
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FIFTH SUPPLEMENTAL SUBORDINATE TRUST INDENTURE

THIS FIFTH SUPPLEMENTAL SUBORDINATE TRUST INDENTURE (this
“Fifth Supplemental Subordinate Indenture”), dated as of | | 1, 2017, is made by and
between the SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY, a local
government entity of regional government created pursuant to laws of the State of California (the
“Authority”), and U.S. BANK NATIONAL ASSOCIATION, a national banking association
organized and existing under the laws of the United States of America, as successor trustee (the
“Trustee”), and supplements the Master Subordinate Trust Indenture, dated as of September 1,
2007, as amended (the “Master Subordinate Indenture”), by and between the Authority and the
Trustee.

WHEREAS, the Master Subordinate Indenture provides, in Section 2.09 thereof, for the
issuance of Subordinate Obligations and, in Section 10.02 thereof, for the execution and delivery
of Supplemental Subordinate Indentures setting forth the terms of such Subordinate Obligations;

WHEREAS, the Authority now, for the purpose of providing money to finance and
refinance certain capital improvements to the Airport System, by execution and delivery of this
Fifth Supplemental Subordinate Indenture and in compliance with the provisions of the Master
Subordinate Indenture, sets forth the terms of its (a) $[PARA] San Diego County Regional
Airport Authority Subordinate Airport Revenue Bonds, Series 2017A (the “Series 2017A
Bonds”), and (b) $[PARB] San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds, Series 2017B (the “Series 2017B Bonds” and together with the Series 2017A
Bonds, the “Series 2017 Bonds”), provides for the deposit and use of the proceeds of the Series
2017 Bonds, and makes other provisions relating to the Series 2017 Bonds;

GRANTING CLAUSE

In order to secure the payment of the Series 2017 Bonds, the Authority hereby pledges,
assigns and grants to the Trustee with respect to the Series 2017 Bonds all of the liens, rights,
interests and privileges set forth in the Granting Clause of, and elsewhere in, the Master
Subordinate Indenture. To secure further the payment of the Series 2017 Bonds, the Authority in
furtherance of the Master Subordinate Indenture hereby pledges and grants to the Trustee a lien
on and security interest in and assigns to the Trustee all right, title and interest of the Authority,
except as otherwise provided herein, in and to the Reserve Fund (as hereinafter defined) and all
moneys and securities held from time to time therein and, with respect to any Reserve Fund
Insurance Policy (as hereinafter defined) provided at any time in satisfaction of all or a portion of
the Reserve Requirement (as hereinafter defined), all rights, title and interest in such instruments
and the proceeds thereof.

ARTICLE I
DEFINITIONS; INTERPRETATIONS
Section 1.01. Definitions. The following definitions shall apply to terms used in this

Fifth Supplemental Subordinate Indenture unless the context clearly requires otherwise.
Capitalized terms not otherwise defined in this Section 1.01 or elsewhere in this Fifth

4832-4431-2135.2



Supplemental Subordinate Indenture shall have the same meanings as set forth in the Master
Subordinate Indenture.

“Authorized Denominations” means $5,000 principal amount and integral multiples
thereof.

“Beneficial Owner” means, whenever used with respect to a Series 2017 Bond, the
person in whose name such Series 2017 Bond is recorded as the beneficial owner of such Series
2017 Bond by a Participant on the records of such Participant or such person’s subrogee.

“Book-Entry Bonds” means the Series 2017 Bonds held by DTC (or its nominee) as the
Holder thereof pursuant to the terms and provisions of Section 2.05 hereof.

“Cede & Co.” means Cede & Co., the nominee of DTC, and any successor nominee of
DTC with respect to the Series 2017 Bonds.

“Continuing Disclosure Certificate” means the certificate of the Authority, dated the date
of issuance of the Series 2017 Bonds, pursuant to which the Authority shall agree to undertake
for the benefit of the Holders and the Beneficial Owners of the Series 2017 Bonds certain
ongoing disclosure requirements.

“Costs of Issuance” means all costs and expenses incurred by the Authority in connection
with the issuance of the Series 2017 Bonds, including, but not limited to, costs and expenses of
printing and copying documents, the preliminary and final official statements and the Series
2017 Bonds, underwriters’ compensation, and the fees, costs and expenses of rating agencies, the
Trustee, counsel, accountants, financial advisors, feasibility consultants and other consultants.

“DTC” means The Depository Trust Company, a limited-purpose trust company
organized under the laws of the State of New York, and its successors and assigns.

“EMMA System” means the Municipal Securities Rulemaking Board’s Electronic
Municipal Market Access system or any successor nationally recognized municipal securities
information repositories recognized by the Securities and Exchange Commission.

“Fifth Supplemental Subordinate Indenture” means this Fifth Supplemental Subordinate
Trust Indenture, dated as of | | 1, 2017, by and between the Authority and the Trustee
and which, among other things, sets forth the terms of the Series 2017 Bonds.

“Interest Payment Date” means each January 1 and July 1, commencing [January 1],
2018, the dates upon which interest on the Series 2017 Bonds becomes due and payable.

“Master Subordinate Indenture” means the Master Subordinate Trust Indenture, dated as
of September 1, 2007, as amended from time to time, by and between the Authority and the
Trustee under which the Series 2017 Bonds are authorized and secured.

“Non-AMT Revolving Obligation Debt Service Fund” has the meaning set forth in the
Third Supplemental Subordinate Indenture.
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“Non-AMT Revolving Obligation Redemption Account” means the Redemption Account
of the Non-AMT Revolving Obligation Debt Service Fund established and maintained by the
Trustee in accordance with the provisions of the Third Supplemental Subordinate Indenture.

“Participants” means the participants of DTC which include securities brokers and
dealers, banks, trust companies, clearing corporations and certain other organizations.

“Paying Agent,” for purposes of this Fifth Supplemental Subordinate Indenture, means
the Trustee, or any other institution appointed by the Authority.

“Record Date” means for a January 1 Interest Payment Date the preceding December 15
and for a July 1 Interest Payment Date the preceding June 15.

“Refunded Non-AMT Revolving Obligations” means, collectively (a) $[13,750,000.00]
aggregate principal amount of the Authority’s Subordinate Airport Revenue Revolving
Obligations, Series A (Non-AMT) (Advance #2), (b) $[6,000,000.00] aggregate principal
amount of the Authority’s Subordinate Airport Revenue Revolving Obligations, Series A (Non-
AMT) (Advance #3), (c) $[4,500,000.00] aggregate principal amount of the Authority’s
Subordinate Airport Revenue Revolving Obligations, Series A (Non-AMT) (Advance #4), and
(d) $[2,300,000.00] aggregate principal amount of the Authority’s Subordinate Airport Revenue
Revolving Obligations, Series A (Non-AMT) (Advance #5), that will be refunded with a portion
of the proceeds of the Series 2017A Bonds [and certain moneys to be contributed by the
Authority on the date of issuance of the Series 2017A Bonds].

“Registrar” for purposes of this Fifth Supplemental Subordinate Indenture, means the
Trustee.

“Representation Letter” means the Blanket Issuer Letter of Representations dated
October 20, 2005 from the Authority to DTC.

“Reserve Fund” means the “San Diego County Regional Airport Authority Subordinate
Airport Revenue Bonds Debt Service Reserve Fund” established pursuant to the Master
Subordinate Indenture and the Second Supplemental Subordinate Indenture.

“Reserve Fund Insurance Policy” has the meaning as set forth in the Second
Supplemental Subordinate Indenture.

“Reserve Requirement” shall have the meaning as set forth in the Second Supplemental
Subordinate Indenture. At the time of issuance of the Series 2017 Bonds, the Reserve

Requirement shall be equal to $| |.

“Second Supplemental Subordinate Indenture” means the Second Supplemental
Subordinate Trust Indenture, dated as of October 1, 2010, by and between the Authority and the
Trustee.

“Series 2017 Bonds” means, collectively, the Series 2017A Bonds and the Series 2017B
Bonds.
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“Series 2017 Costs of Issuance Fund” means the Fund of such designation established
pursuant to Section 4.01 hereof and into which money is to be deposited to pay Costs of Issuance
of the Series 2017 Bonds.

“Series 2017 Rebate Fund” means the Fund of such designation established pursuant to
Section 4.01 hereof.

“Series 2017 Reserve Account” means the Account of such designation established in the
Reserve Fund pursuant to Section 4.01 and 4.09 hereof.

“Series 2017 Term Bonds” means, collectively, the Series 2017A Term Bonds and the
Series 2017B Term Bonds.

“Series 2017A Bonds” means $[PARA] aggregate principal amount of Subordinate
Obligations issued under the Master Subordinate Indenture and this Fifth Supplemental
Subordinate Indenture and designated as “San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds, Series 2017A.”

“Series 2017A Construction Fund” means the Construction Fund of such designation
established pursuant to Section 4.01 hereof and into which money is to be deposited to pay Costs
of the Series 2017A Project.

“Series 2017A Costs of Issuance Account” means the Account of such designation
established in the Series 2017 Costs of Issuance Fund pursuant to Section 4.01 hereof and into
which money is to be deposited to pay Costs of Issuance of the Series 2017A Bonds.

“Series 2017A Debt Service Fund” means the Debt Service Fund of such designation
established pursuant to Section 4.01 hereof and into which money is to be deposited to pay debt
service on the Series 2017A Bonds.

“Series 2017A Project” means, collectively, any or all of those capital expenditures listed
in Exhibit C-1 attached hereto which are to be financed and refinanced from amounts deposited
into the Series 2017A Construction Fund.

“Series 2017A Term Bonds” means the Series 2017A Bonds maturing on July 1, 20[ ]
and July 1, 20[_].

“Series 2017B Bonds” means $[PARB] aggregate principal amount of Subordinate
Obligations issued under the Master Subordinate Indenture and this Fifth Supplemental
Subordinate Indenture and designated as “San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds, Series 2017B.”

“Series 2017B Construction Fund” means the Construction Fund of such designation
established pursuant to Section 4.01 hereof and into which money is to be deposited to pay Costs
of the Series 2017B Project.
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“Series 2017B Costs of Issuance Account” means the Account of such designation
established in the Series 2017 Costs of Issuance Fund pursuant to Section 4.01 hereof and into
which money is to be deposited to pay Costs of Issuance of the Series 2017B Bonds.

“Series 2017B Debt Service Fund” means the Debt Service Fund of such designation
established pursuant to Section 4.01 hereof and into which money is to be deposited to pay debt
service on the Series 2017B Bonds.

“Series 2017B Project” means, collectively, any or all of those capital expenditures listed
in Exhibit C-2 attached hereto which are to be financed and refinanced from amounts deposited
into the Series 2017B Construction Fund.

“Series 2017B Term Bonds” means the Series 2017B Bonds maturing on July 1, 20[ ]
and July 1, 20[_].

“Tax Certificate” means the Tax Compliance Certificate, dated the date of issuance of the
Series 2017 Bonds, as amended from time to time, entered into by the Authority and executed
with respect to the Series 2017 Bonds.

“Third Supplemental Subordinate Indenture” means the Third Supplemental Subordinate
Trust Indenture, dated as of September 1, 2014, by and between the Authority and the Trustee
and which, among other things, sets forth the terms of the Refunded Non-AMT Revolving
Obligations.

Section 1.02. Article and Section References. Except as otherwise indicated,
references to Articles and Sections are to Articles and Sections of this Fifth Supplemental
Subordinate Indenture.

ARTICLE I

THE SERIES 2017 BONDS

Section 2.01. Designation of the Series 2017 Bonds; Principal Amount. The
Subordinate Obligations authorized to be issued under the Master Subordinate Indenture and this
Fifth Supplemental Subordinate Indenture shall be designated as (a) “San Diego County
Regional Airport Authority Subordinate Airport Revenue Bonds, Series 2017A”, which shall be
issued in the original principal amount of $[PARA], and (b) “San Diego County Regional
Airport Authority Subordinate Airport Revenue Bonds, Series 2017B”, which shall be issued in
the original principal amount of $[PARB].

Section 2.02. Series 2017 Bonds Issued Under the Master Subordinate Indenture;
Security; Parity. The Series 2017 Bonds are issued as Subordinate Obligations under and
subject to the terms of the Master Subordinate Indenture and are secured by and payable from the
Subordinate Net Revenues and other security provided in the Granting Clauses of the Master
Subordinate Indenture and this Fifth Supplemental Subordinate Indenture and in accordance with
the terms of the Master Subordinate Indenture and this Fifth Supplemental Subordinate
Indenture.
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To further secure the payment of the Series 2017 Bonds, the Authority in furtherance of
the Master Subordinate Indenture hereby pledges and grants to the Trustee a lien on and security
interest in and assigns to the Trustee all right, title and interest of the Authority, except as
otherwise provided herein, in and to the Reserve Fund and all moneys and securities held from
time to time therein and, with respect to any Reserve Fund Insurance Policy provided at any time
in satisfaction of all or a portion of the Reserve Requirement, all rights, title and interest in such
instruments and the proceeds thereof.

Section 2.03. General Terms of the Series 2017 Bonds. The Series 2017 Bonds shall,
upon initial issuance, be dated | |, 2017. Each Series 2017 Bond shall bear interest
from the Interest Payment Date next preceding the date of authentication thereof unless such date
of authentication is an Interest Payment Date, in which event such Series 2017 Bond shall bear
interest from such date of authentication, or unless such date of authentication is after a Record
Date and before the next succeeding Interest Payment Date, in which event such Series 2017
Bond shall bear interest from such succeeding Interest Payment Date, or unless such date of
authentication is on or before [December 15], 2017, in which, event such Series 2017 Bond shall
bear interest from | |, 2017. If interest on the Series 2017 Bonds shall be in default,
Series 2017 Bonds issued in exchange for Series 2017 Bonds surrendered for transfer or exchange
shall bear interest from the Interest Payment Date to which interest has been paid in full on the
Series 2017 Bonds surrendered. The Series 2017 Bonds shall be issued in denominations of
$5,000 original principal amount or integral multiples thereof.

Interest on the Series 2017 Bonds shall be paid on [January 1], 2018 and semiannually
thereafter on January 1 and July 1.

Interest on the Series 2017 Bonds shall be calculated on the basis of a year of 360 days
and twelve 30-day months.

The Series 2017A Bonds shall be issued in the original principal amount of $[PARA] and
shall mature on the dates and in the principal amounts and bear interest at the interest rates as set
forth in the following schedule:

Maturity Date Principal Interest
(July 1) Amount Rate
$ %

The Series 2017B Bonds shall be issued in the original principal amount of $[PARB] and
shall mature on the dates and in the principal amounts and bear interest at the interest rates as set
forth in the following schedule:
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Maturity Date Principal Interest
(July 1) Amount Rate

$ %

Payment of the principal of the Series 2017 Bonds shall be made upon surrender of the
Series 2017 Bonds to the Trustee or its agent; provided that with respect to the Series 2017
Bonds which are Book-Entry Bonds, the payment of the principal shall be made as provided in
Section 2.05 hereof and the Representation Letter. Payment of interest on Series 2017 Bonds
which are not Book-Entry Bonds shall be paid by check or draft of the Trustee mailed on the
applicable Interest Payment Date by first-class mail to the person who is the Holder thereof on
the Record Date, and such payment shall be mailed to such Holder at his address as it appears on
the registration books of the Registrar. The payment of interest on Book-Entry Bonds shall be
made as provided in Section 2.05 hereof and the Representation Letter. With respect to all Series
2017 Bonds, interest due and payable on any Interest Payment Date shall be paid to the person
who is the Holder as of the Record Date. The Series 2017 Bonds shall be substantially in the
form of Exhibit A attached hereto.

If the principal of a Series 2017 Bond becomes due and payable, but shall not have been
paid as a result of a default hereunder, and no provision is made for its payment, then such Series
2017 Bond shall bear interest at the same rate after such default as on the day before the default
occurred.

Principal and interest will be paid in lawful money of the United States that at the time of
payment is legal tender for payment of public and private debts or by checks or wire transfer
payable in such money.

Section 2.04. Exchange of Series 2017 Bonds. Series 2017 Bonds which are delivered
to the Registrar for exchange may be exchanged for an equal total principal amount of the same
Series of such Series 2017 Bonds with the same interest rate and maturity date. The cost of
printing Series 2017 Bonds and any services rendered or expenses incurred by the Trustee or the
Registrar in connection with any transfer or exchange shall be paid by the Authority. The
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Trustee or the Registrar may require the payment by the Holders requesting such transfer or
exchange of any tax or other governmental charge required to be paid with respect to such
transfer.

The Registrar will not, however, be required to transfer or exchange any such Series 2017
Bond during the period established by the Registrar for selection of Series 2017 Bonds for
redemption or any Series 2017 Bond which has been selected for redemption.

Section 2.05. Book-Entry Bonds.

@) Except as provided in subparagraph (c) of this Section, the Holder of all of
the Series 2017 Bonds shall be DTC and the Series 2017 Bonds shall be registered in the
name of Cede & Co., as nominee for DTC. Payment of principal and redemption price of
and interest on any Series 2017 Bond registered in the name of Cede & Co. shall be made
by wire transfer of New York clearing house or equivalent next day funds or by wire
transfer of same day funds to the account of Cede & Co. at the address indicated on the
Record Date or special record date for Cede & Co. in the registration books of the
Registrar.

(b) The Series 2017 Bonds shall be initially issued in the form of separate
single authenticated fully registered bonds for each separate stated maturity and interest
rate for each Series of the Series 2017 Bonds. Upon initial issuance, the ownership of
such Series 2017 Bonds shall be registered in the registration books of the Registrar in
the name of Cede & Co., as nominee of DTC. The Trustee, the Registrar and the
Authority may treat DTC (or its nominee) as the sole and exclusive owner of the Series
2017 Bonds registered in its name for the purposes of paying the principal and
redemption price of and interest on the Series 2017 Bonds, selecting the Series 2017
Bonds or portions thereof to be redeemed, giving any notice permitted or required to be
given to Holders under the Master Subordinate Indenture or this Fifth Supplemental
Subordinate Indenture, registering the transfer of Series 2017 Bonds, obtaining any
consent or other action to be taken by Holders and for all other purposes whatsoever, and
neither the Trustee, the Registrar nor the Authority shall be affected by any notice to the
contrary.  Neither the Trustee, the Registrar nor the Authority shall have any
responsibility or obligation to any Participant, any person claiming a beneficial
ownership interest in the Series 2017 Bonds under or through DTC or any Participant, or
any other person which is not shown on the registration books as being a Holder, with
respect to the accuracy of any records maintained by DTC or any Participant; the
payment by DTC or any Participant of any amount in respect of the principal and
redemption price of or interest on the Series 2017 Bonds; any notice which is permitted
or required to be given to Holders under the Master Subordinate Indenture and this Fifth
Supplemental Subordinate Indenture; the selection by DTC or any Participant of any
person to receive payment in the event of a partial redemption of the Series 2017 Bonds;
any consent given or other action taken by DTC as Holder; or any other purpose. The
Trustee shall pay all principal and redemption price of and interest on the Series 2017
Bonds only to or “upon the order of” DTC (as that term is used in the Uniform
Commercial Code as adopted in the State of California), and all such payments shall be
valid and effective to fully satisfy and discharge the Authority’s obligations with respect
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to the principal and redemption price of and interest on the Series 2017 Bonds to the
extent of the sum or sums so paid. No person other than DTC shall receive an
authenticated Series 2017 Bond evidencing the obligation of the Authority to make
payments of principal, redemption price and interest pursuant to the Master Subordinate
Indenture and this Fifth Supplemental Subordinate Indenture. Upon delivery by DTC to
the Trustee of written notice to the effect that DTC has determined to substitute a new
nominee in place of Cede & Co., and subject to the provisions herein with respect to
Record Dates, the word “Cede & Co.” in this Fifth Supplemental Subordinate Indenture
shall refer to such new nominee of DTC.

(©) In the event the Authority determines that it is in the best interest of the
Beneficial Owners that they be able to obtain Series 2017 Bond certificates, and notifies
DTC, the Trustee and the Registrar of such determination, then DTC will notify the
Participants of the availability through DTC of Series 2017 Bond certificates. In such
event, the Trustee shall authenticate and the Registrar shall transfer and exchange Series
2017 Bond certificates as requested by DTC and any other Holders in appropriate
amounts. DTC may determine to discontinue providing its services with respect to the
Series 2017 Bonds at any time by giving notice to the Authority and the Trustee and
discharging its responsibilities with respect thereto under applicable law. Under such
circumstances (if there is no successor securities depository), the Authority and the
Trustee shall be obligated to deliver Series 2017 Bond certificates as described in this
Fifth Supplemental Subordinate Indenture. In the event Series 2017 Bond certificates are
issued, the provisions of the Master Subordinate Indenture and this Fifth Supplemental
Subordinate Indenture shall apply to, among other things, the transfer and exchange of
such certificates and the method of payment of principal and redemption price of and
interest on such certificates. Whenever DTC requests the Authority and the Trustee to do
so, the Trustee and the Authority will cooperate with DTC in taking appropriate action
after reasonable notice (i) to make available one or more separate certificates evidencing
the Series 2017 Bonds to any Participant having Series 2017 Bonds credited to its DTC
account or (ii) to arrange for another securities depository to maintain custody of
certificates evidencing the Series 2017 Bonds.

(d) Notwithstanding any other provision of the Master Subordinate Indenture
and this Fifth Supplemental Subordinate Indenture to the contrary, so long as any Series
2017 Bond is registered in the name of Cede & Co., as nominee of DTC, all payments
with respect to the principal and redemption price of and interest on such Series 2017
Bond and all notices with respect to such Series 2017 Bond shall be made and given,
respectively, to DTC as provided in the Representation Letter.

(e) In connection with any notice or other communication to be provided to
Holders pursuant to the Master Subordinate Indenture and this Fifth Supplemental
Subordinate Indenture by the Authority or the Trustee with respect to any consent or
other action to be taken by Holders, the Authority or the Trustee, as the case may be,
shall establish a record date for such consent or other action and give DTC notice of such
record date not less than fifteen (15) calendar days in advance of such record date to the
extent possible. Notice to DTC shall be given only when DTC is the sole Holder.
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NEITHER THE AUTHORITY NOR THE TRUSTEE WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS OR BENEFICIAL
OWNERS WITH RESPECT TO: THE PAYMENT BY DTC, TO ANY PARTICIPANT
OF THE PRINCIPAL AND REDEMPTION PRICE OF OR INTEREST ON THE
SERIES 2017 BONDS; THE PROVIDING OF NOTICE TO PARTICIPANTS OR
BENEFICIAL OWNERS; THE ACCURACY OF ANY RECORDS MAINTAINED BY
DTC, OR ANY PARTICIPANT; OR ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS HOLDER OF THE SERIES 2017 BONDS.

ARTICLE Il

REDEMPTION OF SERIES 2017 BONDS

Section 3.01. Notices to Holders. If the Authority wishes that any Series 2017 Bonds
be redeemed pursuant to the provision of this Fifth Supplemental Subordinate Indenture, the
Authority will notify the Trustee of the applicable provision, the Series of Series 2017 Bonds
being redeemed, the redemption date, the Series, the maturity date, the interest rate, the CUSIP
number and the principal amount and the redemption price of the Series 2017 Bonds to be
redeemed and other necessary particulars. The Authority will give notice to the Trustee at least
thirty-five (35) days before the redemption date, provided that the Trustee may, at its option,
waive such notice or accept notice at a later date. The Trustee shall give notice of redemption, in
the name of the Authority, to Holders affected by redemption at least thirty (30) days but not
more than sixty (60) days before each redemption date, send such notice of redemption by first
class mail (or with respect to Series 2017 Bonds held by DTC via electronic means or by an
express delivery service for delivery on the next following Business Day or by such other means
as otherwise permitted or required by DTC’s procedures) to each Holder of a Series 2017 Bond
to be redeemed. Each such notice shall be sent to the Holder’s registered address.

Each notice of redemption shall specify the Series, the issue date, the maturity date, the
interest rate and the CUSIP number of each Series 2017 Bond to be redeemed, if less than all
Series 2017 Bonds of a Series, maturity date and interest rate are called for redemption the
numbers assigned to the Series 2017 Bonds to be redeemed, the principal amount to be
redeemed, the date fixed for redemption, the redemption price, the place or places of payment,
the Trustee’s name, that payment will be made upon presentation and surrender of the Series
2017 Bonds to be redeemed, that interest, if any, accrued to the date fixed for redemption and not
paid will be paid as specified in said notice, and that on and after said date interest thereon will
cease to accrue.

The Authority may provide that, if at the time of mailing of notice of an optional
redemption there shall not have been deposited with the Trustee moneys sufficient to redeem all
the Series 2017 Bonds called for redemption, such notice may state that it is conditional, that is,
subject to the deposit of the redemption moneys with the Trustee not later than the opening of
business one (1) Business Day prior to the scheduled redemption date, and such notice shall be
of no effect unless such moneys are so deposited. In the event sufficient moneys are not on
deposit on the required date, then the redemption shall be canceled and on such cancellation date
notice shall be mailed to the Holders of such Series 2017 Bonds to be redeemed in the manner
provided in this Section.
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Failure to give any required notice of redemption as to any particular Series 2017 Bonds
will not affect the validity of the call for redemption of any Series 2017 Bonds in respect of
which no failure occurs. Any notice sent as provided herein will be conclusively presumed to
have been given whether or not actually received by the addressee. When notice of redemption
is given, Series 2017 Bonds called for redemption become due and payable on the date fixed for
redemption at the applicable redemption price. In the event that funds are deposited with the
Trustee sufficient for redemption, interest on the Series 2017 Bonds to be redeemed will cease to
accrue on and after the date fixed for redemption.

If any Series 2017 Bonds, at the time of redemption, are not Book-Entry Bonds, then, at
the time of the mailing required by the first paragraph of this Section, such redemption notice
shall be (a) provided to the Municipal Securities Rulemaking Board through the EMMA System,
and (b) given by (i) registered or certified mail, postage prepaid; (ii) telephonically confirmed
facsimile transmission; or (iii) overnight delivery service, to:

The Depository Trust Company
55 Water Street, 50" Floor
New York, NY 10041-0099
Attention: Call Notification
Facsimile: (212) 855-7232

Failure to give the notice described in the immediately preceding paragraph or any defect
therein shall not in any manner affect the redemption of any Series 2017 Bond.

Section 3.02. Redemption Dates. The date fixed for redemption of Series 2017 Bonds
to be redeemed pursuant to any optional redemption provision as set forth in Sections 3.03 hereof
shall be a date permitted by the Authority in the notice delivered pursuant to Section 3.01 hereof.
The date fixed for mandatory sinking fund redemptions of the Series 2017 Term Bonds will be as
set forth in Sections 3.04 hereof.

Section 3.03. Optional Redemption of the Series 2017 Bonds.

@) The Series 2017A Bonds maturing on or before July 1, 20[__] are not
subject to optional redemption prior to maturity. The Series 2017A Bonds maturing on
or after July 1, 20[__] are subject to redemption prior to maturity, at the option of the
Authority, from any moneys that may be provided for such purpose, in whole or in part,
on any date on or after July 1, 20[__] at a redemption price equal to 100% of the principal
amount of the Series 2017A Bonds to be redeemed plus accrued interest to the date fixed
for redemption, without premium.

(b) The Series 2017B Bonds maturing on or before July 1, 20[ ] are not
subject to optional redemption prior to maturity. The Series 2017B Bonds maturing on or
after July 1, 20[__] are subject to redemption prior to maturity, at the option of the
Authority, from any moneys that may be provided for such purpose, in whole or in part,
on any date on or after July 1, 20[__] at a redemption price equal to 100% of the principal
amount of the Series 2017B Bonds to be redeemed plus accrued interest to the date fixed
for redemption, without premium.

11
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Section 3.04. Mandatory Sinking Fund Redemption of the Series 2017 Term Bonds.

@ The Series 2017A Bonds maturing on July 1, 20[ ] are subject to
mandatory sinking fund redemption prior to maturity in part, by lot, at a redemption price
equal to 100% of the principal amount thereof, plus accrued interest thereon to the date
fixed for redemption, without premium, on July 1 of the following years and in the
following principal amounts:

July 1 of the Year Principal Amount
$

“Final Maturity Date

(b) The Series 2017B Bonds maturing on July 1, 20[__] are subject to
mandatory sinking fund redemption prior to maturity in part, by lot, at a redemption price
equal to 100% of the principal amount thereof, plus accrued interest thereon to the date
fixed for redemption, without premium, on July 1 of the following years and in the
following principal amounts:

July 1 of the Year Principal Amount
$

“Final Maturity Date

(©) Except as otherwise provided in Section 2.05 hereof, on or before the
forty-fifth (45™) day prior to any mandatory sinking fund redemption date, the Trustee
shall proceed to select for redemption (by lot in such manner as the Trustee may
determine), from the applicable Series 2017 Term Bonds subject to such redemption, an
aggregate principal amount of such Series 2017 Term Bonds equal to the amount for such
year as set forth in the applicable table above and shall call such Series 2017 Term Bonds
or portions thereof (in Authorized Denominations) for redemption and give notice of such
call.

(d) At the option of the Authority, to be exercised by delivery of a written
certificate to the Trustee on or before the sixtieth (60™) day next preceding any
mandatory sinking fund redemption date for the Series 2017 Term Bonds, it may
(i) deliver to the Trustee for cancellation Series 2017 Term Bonds or portions thereof (in
Authorized Denominations) purchased in the open market or otherwise acquired by the
Authority or (i) specify a principal amount of such Series 2017 Term Bonds or portions
thereof (in Authorized Denominations) which prior to said date have been optionally
redeemed and previously cancelled by the Trustee at the request of the Authority and not

12
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theretofore applied as a credit against any mandatory sinking fund redemption
requirement. Each such Series 2017 Term Bond or portion thereof so purchased,
acquired or optionally redeemed and delivered to the Trustee for cancellation shall be
credited by the Trustee at 100% of the principal amount thereof against the obligation of
the Authority to pay the principal of such Series 2017 Term Bond on such mandatory
sinking fund redemption date. In the event the Authority redeems any of the Series 2017
Term Bonds pursuant to Section 3.03 hereof, the Authority will provide the Trustee
revised mandatory sinking fund schedules, if applicable.

Section 3.05. Selection of Series 2017 Bonds for Redemption; Series 2017 Bonds
Redeemed in Part. The Series 2017 Bonds are subject to redemption in such order of maturity
and interest rate within a Series (except mandatory sinking fund payments on the Series 2017
Term Bonds) as the Authority may direct, and by lot within such maturity and interest rate
selected in such manner as the Trustee (or DTC, as long as DTC is the securities depository for
the Series 2017 Bonds) shall deem appropriate, within a maturity and interest rate.

Upon surrender of a Series 2017 Bond to be redeemed, in part only, the Trustee will
authenticate for the Holder a new Series 2017 Bond or Series 2017 Bonds, of the same Series,
maturity date and interest rate equal in principal amount to the unredeemed portion of the Series
2017 Bonds surrendered.

Section 3.06. Payment of Series 2017 Bonds Called for Redemption. Upon surrender
to the Trustee or the Trustee’s agent, Series 2017 Bonds called for redemption shall be paid at
the redemption price stated in the notice, plus, when applicable, interest accrued to the date fixed
for redemption.

Section 3.07. Effect of Redemption Call. On the date so designated for redemption,
notice having been given in the manner and under the conditions provided herein and sufficient
moneys for payment of the redemption price being held in trust to pay the redemption price, the
Series 2017 Bonds so called for redemption shall become and be due and payable on the
redemption date, interest on such Series 2017 Bonds shall cease to accrue from and after such
redemption date, such Series 2017 Bonds shall cease to be entitled to any lien, benefit or security
under the Master Subordinate Indenture and this Fifth Supplemental Subordinate Indenture and
the Holders of such Series 2017 Bonds shall have no rights in respect thereof except to receive
payment of the redemption price.

Series 2017 Bonds which have been duly called for redemption under the provisions of
this Article Il and for the payment of the redemption price of which moneys shall be held in
trust for the Holders of the Series 2017 Bonds to be redeemed, all as provided in this Fifth
Supplemental Subordinate Indenture, shall not be deemed to be Outstanding under the provisions
of the Master Subordinate Indenture and this Fifth Supplemental Subordinate Indenture.

13
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ARTICLE IV

ESTABLISHMENT OF FUNDS AND APPLICATION THEREOF

Section 4.01. Establishment of Funds and Accounts. The following funds and
accounts are hereby established:

@) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017A Debt Service Fund (the “Series 2017A Debt Service
Fund”) and therein an Interest Account, [a Capitalized Interest Account,] a Principal
Account and a Redemption Account, to be held by the Trustee;

(b) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017A Construction Fund (the “Series 2017A Construction
Fund”), to be held by the Trustee;

(c) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017B Debt Service Fund (the “Series 2017B Debt Service
Fund”) and therein an Interest Account, [a Capitalized Interest Account,] a Principal
Account and a Redemption Account, to be held by the Trustee;

(d) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017B Construction Fund (the “Series 2017B Construction
Fund”), to be held by the Trustee;

(e) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017 Costs of Issuance Fund (the “Series 2017 Costs of Issuance
Fund”) and therein (i) the San Diego County Regional Airport Authority Subordinate
Airport Revenue Bonds Series 2017A Costs of Issuance Account (the “Series 2017A
Costs of Issuance Account”) and (ii) the San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds Series 2017B Costs of Issuance Account (the
“Series 2017B Costs of Issuance Account”), to be held by the Trustee;

()] San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017 Reserve Account (the “Series 2017 Reserve Account”), to
be held by the Trustee; and

(9) San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds Series 2017 Rebate Fund (the “Series 2017 Rebate Fund”), to be held by
the Trustee.
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Section 4.02. Application of Series 2017A Bond Proceeds. The proceeds of the sale of
the Series 2017A Bonds, being the amount of $] | (which sum represents the par
amount of the Series 2017A Bonds of $[PARA].00, plus [an original issue premium] in the
amount of $] |, and less an underwriters’ discount in the amount of $] )
received by the Trustee shall be deposited by the Trustee as follows:

@) | |, representing Capitalized Interest, shall be deposited in the
Capitalized Interest Account of the Series 2017A Debt Service Fund to be used to pay
interest due and payable on the Series 2017A Bonds on the dates and in the amounts set
forth in Section 4.05(b) hereof;

(b) $ | shall be deposited into the Series 2017 Reserve Account of
the Reserve Fund,

(©) $ | shall be deposited into the Series 2017A Costs of Issuance
Account to be used to pay the Costs of Issuance of the Series 2017A Bonds;

(d) | | shall be deposited to the Non-AMT Revolving Obligation
Redemption Account for the purpose of current refunding the Refunded Non-AMT
Revolving Obligations; and

(e) 3 | shall be deposited into the Series 2017A Construction
Fund to be used to pay the Costs of the Series 2017A Project.

Section 4.03. Application of Series 2017B Bond Proceeds. The proceeds of the sale of
the Series 2017B Bonds, being the amount of 3 | (which sum represents the par
amount of the Series 2017B Bonds of $[PARB].00, plus [an original issue premium] in the
amount of $] |, and less an underwriters’ discount in the amount of $] )
received by the Trustee shall be deposited by the Trustee as follows:

@ $ |, representing Capitalized Interest, shall be deposited in the
Capitalized Interest Account of the Series 2017B Debt Service Fund to be used to pay
interest due and payable on the Series 2017B Bonds on the dates and in the amounts set
forth in Section 4.07(b) hereof;

(b) $ | shall be deposited into the Series 2017 Reserve Account of
the Reserve Fund,

(©) $ | shall be deposited into the Series 2017B Costs of Issuance
Account to be used to pay the Costs of Issuance of the Series 2017B Bonds; and

(d) $ | shall be deposited into the Series 2017B Construction
Fund to be used to pay the Costs of the Series 2017B Project.
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Section 4.04. Series 2017A Construction Fund.

@) There shall be deposited into the Series 2017A Construction Fund the
amounts as provided in Section 4.02(e) hereof and any amounts transferred from the
Capitalized Interest Account of the Series 2017A Debt Service Fund representing
Capitalized Interest and earnings thereon as described in Section 4.05(b) hereof.

(b) The Trustee shall make payments or disbursements from the Series 2017A
Construction Fund upon receipt from the Authority of a written requisition, in
substantially the form attached hereto as Exhibit D-1, executed by an Authorized
Authority Representative, which requisition shall state, with respect to each amount
requested thereby, (i) that such amount is to be paid from the Series 2017A Construction
Fund and is not to be used to pay Costs of Issuance, (ii) the number of the requisition,
(iii) the amount to be paid, the name of the entity to which the payment is to be made and
the manner in which the payment is to be made, (iv) that the amount to be paid represents
a Cost of the Series 2017A Project as described in Exhibit C-1 hereto, and (v) that the
amounts requisitioned will be expended only in accordance with and subject to the
limitations set forth in the Tax Certificate. Each such requisition shall be sufficient
evidence to the Trustee of the facts stated therein and the Trustee shall have no duty to
confirm the accuracy of the facts stated therein.

(c) Moneys held in the Series 2017A Construction Fund shall be invested and
reinvested as directed by an Authorized Authority Representative in Permitted
Investments. Earnings on the Series 2017A Construction Fund shall be retained in the
Series 2017A Construction Fund.

(d) The completion of the Series 2017A Project shall be evidenced by the
filing with the Trustee of a certificate of an Authorized Authority Representative stating
either (i) the date of completion of the Series 2017A Project and the amount, if any,
required in the opinion of such Authorized Authority Representative for the payment of
any remaining part of the Costs of the Series 2017A Project or (ii) that all amounts in the
Series 2017A Construction Fund have been disbursed or expenses in respect thereof have
been incurred. Any amount remaining in the Series 2017A Construction Fund following
the delivery of such certificate, or upon the determination of the Authority not to proceed
with the Series 2017A Project, may, at the determination of the Authority, be applied
upon written requisition of an Authorized Authority Representative to any other lawful
purpose designated in such requisition. As a condition to the disbursement of funds for a
purpose other than the financing of the Series 2017A Project, there shall be delivered to
the Trustee with the requisition an opinion of Bond Counsel that the purpose for which
such funds are to be used is a lawful purpose for which such proceeds may be used and
that such use shall not result in the inclusion of interest on any Series 2017A Bonds in
gross income of the recipient thereof for federal income tax purposes.

Section 4.05. Series 2017A Debt Service Fund. The Trustee shall make deposits into
the Series 2017A Debt Service Fund and use such deposits as follows:
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@ Interest Account. The Trustee shall deposit into the Interest Account
(i) the amounts as provided in Section 4.05(b) hereof, (ii) the amounts received from the
Authority, as provided in the Master Subordinate Indenture, to be used to pay interest on
the Series 2017A Bonds and, if the Authority enters into an interest rate swap agreement
with respect to all or a portion of the Series 2017A Bonds, to pay amounts due and
payable to the provider of such agreement at such times as are provided in such interest
rate swap agreement, and (iii) if the Authority enters into an interest rate swap agreement
with respect to all or a portion of the Series 2017A Bonds, any amounts received by the
Authority from the provider of such agreement. The Trustee also shall deposit into the
Interest Account any other amounts deposited with the Trustee for deposit in the Interest
Account or transferred from other funds and accounts for deposit therein. All amounts
held at any time in the Interest Account shall be held on a priority basis for the ratable
security and payment of interest due on the Series 2017A Bonds in accordance with their
terms and amounts due and payable by the Authority under any interest rate swap
agreement entered into by the Authority with respect to all or a portion of the Series
2017A Bonds (other than any swap termination payments and any other amounts payable
thereunder which are payable and secured by a lien on Subordinate Net Revenues ranking
junior and subordinate to the lien of the Subordinate Obligations) at any time in
proportion to the amounts due or accrued with respect to each of them.

[Earnings on any Passenger Facility Charges deposited in the Interest Account
shall be retained in the Interest Account. Earnings on all other amounts (except earnings
on Passenger Facility Charges) in the Interest Account shall be withdrawn by the Trustee
and paid to the Authority on the Business Day following an Interest Payment Date for
deposit into the Revenue Account unless an Event of Default exists under the Master
Subordinate Indenture, in which event the earnings shall be retained in such account.]

(b) Capitalized Interest Account. The Trustee shall deposit into the
Capitalized Interest Account the amounts as provided in Section 4.02(a) hereof. Amounts
deposited to the Capitalized Interest Account shall be transferred to the Interest Account
on the dates provided for in Section 4.02 of the Master Subordinate Indenture for the
payment of interest on the Series 2017A Bonds. The Trustee shall transfer the following
amounts from the Capitalized Interest Account to the Interest Account for payment of
interest on the Series 2017A Bonds on the following applicable Interest Payment Dates:

Amount to be

Interest Transferred to
Payment Date Interest Account
$

Until the Series 2017A Project is completed, earnings on amounts on deposit in
the Capitalized Interest Account shall be retained in the Capitalized Interest Account and
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transferred to the Interest Account to pay interest on the Series 2017A Bonds as provided
in the table above. On the completion date of the Series 2017A Project, any amounts
remaining on deposit in the Capitalized Interest Account shall be transferred to the Series
2017A Construction Fund.

All amounts held at any time in the Capitalized Interest Account shall be held on
a priority basis for the ratable security and payment of interest due on the Series 2017A
Bonds in accordance with their terms.

(©) Principal Account. The Trustee shall deposit into the Principal Account
amounts received from the Authority as provided in the Master Subordinate Indenture.
The Trustee shall also deposit into the Principal Account any other amounts deposited
with the Trustee for deposit into the Principal Account or transferred from other funds
and accounts for deposit therein. All amounts deposited to the Principal Account shall be
used by the Trustee to pay the principal of the Series 2017A Bonds whether at maturity
[or by mandatory sinking fund redemption as provided in Section 3.04 hereof] on the
applicable Payment Dates. [Earnings on Passenger Facility Charges deposited in the
Principal Account shall be retained in the Principal Account. On or about July 15 of each
Fiscal Year, earnings on the Principal Account (except earnings on Passenger Facility
Charges) shall be withdrawn by the Trustee and paid to the Authority for deposit into the
Revenue Account unless an Event of Default exists under the Master Subordinate
Indenture, in which event the earnings shall be retained in the Principal Account.]

(d) Redemption Account. The Trustee shall deposit into the Redemption
Account amounts received from the Authority as provided in the Master Subordinate
Indenture to be used to pay the redemption price of Series 2017A Bonds being redeemed
as provided in Section 3.03 hereof. The Trustee shall also deposit into the Redemption
Account any other amounts deposited with the Trustee for deposit into the Redemption
Account or transferred from other funds and accounts for deposit therein. All amounts
deposited to the Redemption Account shall be used by the Trustee to pay the redemption
price of the Series 2017A Bonds being redeemed as provided in Section 3.03 hereof.
Earnings on amounts in the Redemption Account shall be retained in such account or
paid to the Authority for deposit into the Revenue Account in accordance with
instructions given to the Trustee by an Authorized Authority Representative at the time of
such deposit.

The Series 2017A Debt Service Fund shall be invested and reinvested as directed by an
Authorized Authority Representative in Permitted Investments.
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Section 4.06. Series 2017B Construction Fund.

@) There shall be deposited into the Series 2017B Construction Fund the
amounts as provided in Section 4.03(d) hereof and any amounts transferred from the
Capitalized Interest Account of the Series 2017B Debt Service Fund representing
Capitalized Interest and earnings thereon as described in Section 4.07(b) hereof.

(b) The Trustee shall make payments or disbursements from the Series 2017B
Construction Fund upon receipt from the Authority of a written requisition, in
substantially the form attached hereto as Exhibit D-3, executed by an Authorized
Authority Representative, which requisition shall state, with respect to each amount
requested thereby, (i) that such amount is to be paid from the Series 2017B Construction
Fund and is not to be used to pay Costs of Issuance, (ii) the number of the requisition,
(iii) the amount to be paid, the name of the entity to which the payment is to be made and
the manner in which the payment is to be made, (iv) that the amount to be paid represents
a Cost of the Series 2017B Project as described in Exhibit C-2 hereto, and (v) that the
amounts requisitioned will be expended only in accordance with and subject to the
limitations set forth in the Tax Certificate. Each such requisition shall be sufficient
evidence to the Trustee of the facts stated therein and the Trustee shall have no duty to
confirm the accuracy of the facts stated therein.

(c) Moneys held in the Series 2017B Construction Fund shall be invested and
reinvested as directed by an Authorized Authority Representative in Permitted
Investments. Earnings on the Series 2017B Construction Fund shall be retained in the
Series 2017B Construction Fund.

(d) The completion of the Series 2017B Project shall be evidenced by the
filing with the Trustee of a certificate of an Authorized Authority Representative stating
either (i) the date of completion of the Series 2017B Project and the amount, if any,
required in the opinion of such Authorized Authority Representative for the payment of
any remaining part of the Costs of the Series 2017B Project or (ii) that all amounts in the
Series 2017B Construction Fund have been disbursed or expenses in respect thereof have
been incurred. Any amount remaining in the Series 2017B Construction Fund following
the delivery of such certificate, or upon the determination of the Authority not to proceed
with the Series 2017B Project, may, at the determination of the Authority, be applied
upon written requisition of an Authorized Authority Representative to any other lawful
purpose designated in such requisition. As a condition to the disbursement of funds for a
purpose other than the financing of the Series 2017B Project, there shall be delivered to
the Trustee with the requisition an opinion of Bond Counsel that the purpose for which
such funds are to be used is a lawful purpose for which such proceeds may be used and
that such use shall not result in the inclusion of interest on any Series 2017B Bonds in
gross income of the recipient thereof for federal income tax purposes.

Section 4.07. Series 2017B Debt Service Fund. The Trustee shall make deposits into
the Series 2017B Debt Service Fund and use such deposits as follows:
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@ Interest Account. The Trustee shall deposit into the Interest Account
(i) the amounts as provided in Section 4.07(b) hereof, (ii) the amounts received from the
Authority, as provided in the Master Subordinate Indenture, to be used to pay interest on
the Series 2017B Bonds and, if the Authority enters into an interest rate swap agreement
with respect to all or a portion of the Series 2017B Bonds, to pay amounts due and
payable to the provider of such agreement at such times as are provided in such interest
rate swap agreement, and (iii) if the Authority enters into an interest rate swap agreement
with respect to all or a portion of the Series 2017B Bonds, any amounts received by the
Authority from the provider of such agreement. The Trustee also shall deposit into the
Interest Account any other amounts deposited with the Trustee for deposit in the Interest
Account or transferred from other funds and accounts for deposit therein. All amounts
held at any time in the Interest Account shall be held on a priority basis for the ratable
security and payment of interest due on the Series 2017B Bonds in accordance with their
terms and amounts due and payable by the Authority under any interest rate swap
agreement entered into by the Authority with respect to all or a portion of the Series
2017B Bonds (other than any swap termination payments and any other amounts payable
thereunder which are payable and secured by a lien on Subordinate Net Revenues ranking
junior and subordinate to the lien of the Subordinate Obligations) at any time in
proportion to the amounts due or accrued with respect to each of them.

[Earnings on any Passenger Facility Charges deposited in the Interest Account
shall be retained in the Interest Account. Earnings on all other amounts (except earnings
on Passenger Facility Charges) in the Interest Account shall be withdrawn by the Trustee
and paid to the Authority on the Business Day following an Interest Payment Date for
deposit into the Revenue Account unless an Event of Default exists under the Master
Subordinate Indenture, in which event the earnings shall be retained in such account.]

(b) Capitalized Interest Account. The Trustee shall deposit into the
Capitalized Interest Account the amounts as provided in Section 4.03(a) hereof. Amounts
deposited to the Capitalized Interest Account shall be transferred to the Interest Account
on the dates provided for in Section 4.02 of the Master Subordinate Indenture for the
payment of interest on the Series 2017B Bonds. The Trustee shall transfer the following
amounts from the Capitalized Interest Account to the Interest Account for payment of
interest on the Series 2017B Bonds on the following applicable Interest Payment Dates:

Amount to be

Interest Transferred to
Payment Date Interest Account
$

Until the Series 2017B Project is completed, earnings on amounts on deposit in
the Capitalized Interest Account shall be retained in the Capitalized Interest Account and
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transferred to the Interest Account to pay interest on the Series 2017B Bonds as provided
in the table above. On the completion date of the Series 2017B Project, any amounts
remaining on deposit in the Capitalized Interest Account shall be transferred to the Series
2017B Construction Fund.

All amounts held at any time in the Capitalized Interest Account shall be held on
a priority basis for the ratable security and payment of interest due on the Series 2017B
Bonds in accordance with their terms.

(©) Principal Account. The Trustee shall deposit into the Principal Account
amounts received from the Authority as provided in the Master Subordinate Indenture.
The Trustee shall also deposit into the Principal Account any other amounts deposited
with the Trustee for deposit into the Principal Account or transferred from other funds
and accounts for deposit therein. All amounts deposited to the Principal Account shall be
used by the Trustee to pay the principal of the Series 2017B Bonds whether at maturity
[or by mandatory sinking fund redemption as provided in Section 3.04 hereof] on the
applicable Payment Dates. [Earnings on Passenger Facility Charges deposited in the
Principal Account shall be retained in the Principal Account. On or about July 15 of each
Fiscal Year, earnings on the Principal Account (except earnings on Passenger Facility
Charges) shall be withdrawn by the Trustee and paid to the Authority for deposit into the
Revenue Account unless an Event of Default exists under the Master Subordinate
Indenture, in which event the earnings shall be retained in the Principal Account.]

(d) Redemption Account. The Trustee shall deposit into the Redemption
Account amounts received from the Authority as provided in the Master Subordinate
Indenture to be used to pay the redemption price of Series 2017B Bonds being redeemed
as provided in Section 3.03 hereof. The Trustee shall also deposit into the Redemption
Account any other amounts deposited with the Trustee for deposit into the Redemption
Account or transferred from other funds and accounts for deposit therein. All amounts
deposited to the Redemption Account shall be used by the Trustee to pay the redemption
price of the Series 2017B Bonds being redeemed as provided in Section 3.03 hereof.
Earnings on amounts in the Redemption Account shall be retained in such account or
paid to the Authority for deposit into the Revenue Account in accordance with
instructions given to the Trustee by an Authorized Authority Representative at the time of
such deposit.

The Series 2017B Debt Service Fund shall be invested and reinvested as directed by an
Authorized Authority Representative in Permitted Investments.

Section 4.08. Series 2017 Costs of Issuance Fund.

@) There shall, be deposited into the Series 2017 Costs of Issuance Fund the
amounts as provided in Sections 4.02(c) and 4.03(c) hereof.

(b) The Trustee shall make payments or disbursements from the Series 2017
Costs of Issuance Fund upon receipt from the Authority of a written requisition in
substantially the form attached hereto as Exhibit D-2, executed by an Authorized
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Authority Representative, which requisition shall state, with respect to each amount
requested thereby, (i) the Account within the Series 2017 Costs of Issuance Fund from
which such amount is to be paid, (ii) that such amount is to be paid from such Account of
the Series 2017 Costs of Issuance Fund, (iii) the number of the requisition, (iv) the
amount to be paid, the name of the entity to which the payment is to be made and the
manner in which the payment is to be made, and (v) describe the Costs of Issuance
represented by such payment. Each such requisition shall be sufficient evidence to the
Trustee of the facts stated therein and the Trustee shall have no duty to confirm the
accuracy of the facts stated therein.

(©) Moneys held in the Series 2017 Costs of Issuance Fund shall be invested
and reinvested as directed by an Authorized Authority Representative in Permitted
Investments.

(d) Earnings on the Series 2017A Costs of Issuance Account shall be
deposited into the Series 2017A Construction Fund. Any amounts remaining in the
Series 2017A Costs of Issuance Account on | , 201__] shall be transferred to the
Series 2017A Construction Fund and the Series 2017A Costs of Issuance Account shall
be closed.

(e) Earnings on the Series 2017B Costs of Issuance Account shall be
deposited into the Series 2017B Construction Fund. Any amounts remaining in the
Series 2017B Costs of Issuance Account on | , 201__] shall be transferred to the
Series 2017B Construction Fund and the Series 2017B Costs of Issuance Account shall
be closed.

Section 4.09. Series 2017 Reserve Account. In accordance with Section 4.12(a) of the
Second Supplemental Subordinate Indenture, the Authority hereby elects to have the Series 2017
Bonds participate in the Reserve Fund. As provided in Sections 4.02(b) and 4.03(b) hereof, at
the time of the issuance of the Series 2017 Bonds, a portion of the proceeds of the Series 2017
Bonds shall be deposited into the Series 2017 Reserve Account. The Series 2017 Reserve
Account shall be established for purposes of calculating and accounting for the amount of
earnings upon the portion of the Reserve Fund allocable to the Series 2017 Bonds for rebate
purposes as set forth in the Tax Certificate, but for all other purposes shall be held, invested and
used as an integral part of the Reserve Fund as provided in Section 4.12(a) of the Second
Supplemental Subordinate Indenture and shall be available to make payments on all of the Series
of Subordinate Obligations participating in the Reserve Fund as if no separate Account had been
created. In the event a Reserve Fund Insurance Policy is ever issued with respect to the Reserve
Fund, the Trustee is hereby directed to credit the Series 2017 Reserve Account with the portion
of any Reserve Fund Insurance Policy allocable thereto. In the event amounts in the Reserve
Fund exceed the Reserve Requirement, such excess allocable to the Series 2017A Bonds shall be
transferred to the Interest Account in the Series 2017A Debt Service Fund and such excess
allocable to the Series 2017B Bonds shall be transferred to the Interest Account in the Series
2017B Debt Service Fund.

Section 4.10. Sources of Payment of the Series 2017 Bonds. The Series 2017 Bonds
shall be secured by and payable from the Subordinate Net Revenues as provided in the Master
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Subordinate Indenture and moneys and other investments held by the Trustee in the Reserve
Fund. The Authority may, but is not obligated to, provide for the payment of the principal of and
interest on the Series 2017 Bonds from any other source or from any other funds of the
Authority.

ARTICLE YV

TAX COVENANTS

Section 5.01. Series 2017 Rebate Fund. The Authority hereby agrees that it will
execute the Tax Certificate and will, pursuant to this Fifth Supplemental Subordinate Indenture,
cause the Series 2017 Rebate Fund to be established, which fund will be funded if so required
pursuant to the provisions of the Tax Certificate and amounts in such Series 2017 Rebate Fund
shall be held and disbursed in accordance with the Tax Certificate.

Section 5.02. Preservation of Tax Exemption on Series 2017 Bonds.

@ The Authority shall comply with the covenants and agreements set forth in
the Tax Certificate.

(b) The Authority shall not use or permit the use of any proceeds of the Series
2017 Bonds or any other funds of the Authority held by the Trustee under the Master
Subordinate Indenture and this Fifth Supplemental Subordinate Indenture allocable to the
Series 2017 Bonds, directly or indirectly, to acquire any securities or obligations, and
shall not use or permit the use of any amounts received by the Authority or the Trustee
with respect to the Series 2017 Bonds in any manner, and shall not take or permit to be
taken any other action or actions, which would cause any Series 2017 Bond to be
“federally guaranteed” within the meaning of Section 149(b) of the Code or an “arbitrage
bond” within the meaning of Section 148 of the Code and applicable regulations
promulgated from time to time thereunder and under Section 103(c) of the Code. The
Authority shall observe and not violate the requirements of Section 148 of the Code and
any such applicable regulations. In the event the Authority is of the opinion that it is
necessary to restrict or limit the yield on the investment of money held by the Trustee or
to use such money in certain manners, in order to avoid the Series 2017 Bonds being
considered “arbitrage bonds” within the meaning of Section 148 of the Code and the
regulations thereunder as such may be applicable to the Series 2017 Bonds at such time,
the Authority shall issue to the Trustee a certificate to such effect together with
appropriate instructions, in which event the Trustee shall take such action as it is directed
to take to use such money in accordance with such certificate and instructions,
irrespective of whether the Trustee shares such opinion.

(©) The Authority shall at all times do and perform all acts and things
permitted by law and this Fifth Supplemental Subordinate Indenture which are necessary
or desirable in order to assure that interest paid on the Series 2017 Bonds will not be
included in gross income for federal income tax purposes (other than interest paid to
holders of the Series 2017B Bonds that are a “substantial user” of the facilities financed
or refinanced with the Series 2017B Bonds or a “related person” within the meaning of
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Section 147(a) of the Code) and shall take no action that would result in such interest
being included in gross income for federal income tax purposes (other than interest paid
to holders of the Series 2017B Bonds that are a “substantial user” of the facilities
financed or refinanced with the Series 2017B Bonds or a “related person” within the
meaning of Section 147(a) of the Code).

ARTICLE VI

MISCELLANEOUS
Section 6.01. Notices.

@ Any notice, request, direction, designation, consent, acknowledgment,
certification, appointment, waiver or other communication required or permitted by this
Fifth Supplemental Subordinate Indenture or the Series 2017 Bonds must be in writing
except as expressly provided otherwise in this Fifth Supplemental Subordinate Indenture
or the Series 2017 Bonds.

(b) Any notice or other communication, unless otherwise specified, shall be
sufficiently given and deemed given when mailed by first-class mail, postage prepaid,
addressed to the Authority or the Trustee at the addresses provided in the Master
Subordinate Indenture or when delivered by hand and received by the Authority or the
Trustee at the addresses provided in the Master Subordinate Indenture. Any addressee
may designate additional or different addresses for purposes of this Section. In addition
to the address set forth in the Master Subordinate Indenture, all notices and
communications to be sent to the Trustee shall also be sent to U.S. Bank National
Association, 633 West Fifth Street, 24™ Floor, Los Angeles, California 90071, Attention:
Corporate Trust Services.

Section 6.02. Modification of Master Subordinate Indenture and this Fifth
Supplemental Subordinate Indenture. The Authority may, from time to time and at any time
execute and deliver Supplemental Subordinate Indentures supplementing and/or amending the
Master Subordinate Indenture and this Fifth Supplemental Subordinate Indenture in the manner
set forth in Article X of the Master Subordinate Indenture.

Section 6.03. Continuing Disclosure. The Authority hereby covenants and agrees that
it will comply with and carry out all of the provisions of the Continuing Disclosure Certificate.
Notwithstanding any other provision of the Master Subordinate Indenture and this Fifth
Supplemental Subordinate Indenture, failure of the Authority to comply with its obligations set
forth in the Continuing Disclosure Certificate shall not constitute an Event of Default (as
specified in Article VIII of the Master Subordinate Indenture); provided, however, that any
participating underwriter for the Series 2017 Bonds or any Holder or Beneficial Owner of the
Series 2017 Bonds may take such actions as may be necessary and appropriate to compel
performance by the Authority of its obligations under this Section, including seeking mandate or
specific performance by court order.
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Section 6.04. Parties Interested Herein.  Nothing in this Fifth Supplemental
Subordinate Indenture expressed or implied is intended or shall be construed to confer upon, or
to give or grant to, any person or entity, other than the Authority, the Trustee and the Holders of
the Series 2017 Bonds, any right, remedy or claim under or by reason of this Fifth Supplemental
Subordinate Indenture or any covenant, condition or stipulation hereof, and all covenants,
stipulations, promises and agreements in this Fifth Supplemental Subordinate Indenture
contained by and on behalf of the Authority shall be for the sole and exclusive benefit of the
Authority, the Trustee and the Holders of the Series 2017 Bonds.

Section 6.05. Severability. If any provision of this Fifth Supplemental Subordinate
Indenture shall be determined to be unenforceable, that shall not affect any other provision of
this Fifth Supplemental Subordinate Indenture.

Section 6.06. Payments or Actions Occurring on Non-Business Days. If a payment
date is not a Business Day at the place of payment or if any action required hereunder is required
on a date that is not a Business Day, then payment may be made at that place on the next
Business Day or such action may be taken on the next Business Day with the same effect as if
payment were made on the action taken on the stated date, and no interest shall accrue for the
intervening period.

Section 6.07. Governing Law. This Fifth Supplemental Subordinate Indenture shall be
governed by and construed in accordance with the laws of the State of California.

Section 6.08. Captions. The captions in this Fifth Supplemental Subordinate Indenture
are for convenience only and do not define or limit the scope or intent of any provisions or
Sections of this Fifth Supplemental Subordinate Indenture.

Section 6.09. Counterparts. This Fifth Supplemental Subordinate Indenture may be
signed in several counterparts. Each will be an original, but all of them together constitute the
same instrument.

[Remainder of page intentionally left blank; signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Fifth Supplemental
Subordinate Trust Indenture to be duly executed, all as of the date first above written.

SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY

By

Kimberly J. Becker,
President and CEO
Attest:

By

Tony R. Russell,
Director, Corporate & Information Governance/
Authority Clerk

Approved as to form:

By

Amy Gonzalez
General Counsel

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Representative

[Signature page to Fifth Supplemental
Subordinate Trust Indenture]
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EXHIBIT A

FORM OF SERIES 2017 BOND
San Diego County Regional Airport Authority
Subordinate Airport Revenue Bond
Series 2017[A/B]

No. R[] Principal Amount: $

[UNLESS THIS BOND IS PRESENTED BY AN AUTHORIZED REPRESENTATIVE OF
DTC (AS DEFINED IN THE HEREINAFTER DEFINED FIFTH SUPPLEMENTAL
SUBORDINATE INDENTURE) TO THE TRUSTEE (AS HEREINAFTER DEFINED) FOR
REGISTRATION OF, TRANSFER, EXCHANGE, OR PAYMENT, AND ANY SERIES
2017[A/B] BOND ISSUED IS REGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC
(AND ANY PAYMENT IS MADE TO CEDE & CO. OR TO SUCH OTHER ENTITY AS IS
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY
PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER HEREOF, CEDE &
CO., HAS AN INTEREST HEREIN.]

Interest Rate Maturity Date Original Dated Date CUSIP
% July 1, 20[_] | |, 2017 79739G[__]

THIS BOND IS A SPECIAL OBLIGATION OF THE AUTHORITY, PAYABLE
SOLELY FROM AND SECURED BY A PLEDGE OF SUBORDINATE NET REVENUES
(AS HEREINAFTER DEFINED) DERIVED BY THE AUTHORITY FROM THE
OPERATIONS OF THE AIRPORT SYSTEM (AS HEREINAFTER DEFINED) AND
CERTAIN FUNDS AND ACCOUNTS. NONE OF THE PROPERTIES OF THE AIRPORT
SYSTEM ARE SUBJECT TO ANY MORTGAGE OR OTHER LIEN FOR THE BENEFIT OF
THE OWNERS OF THIS BOND, AND NEITHER THE FULL FAITH AND CREDIT NOR
THE TAXING POWER, IF ANY, OF THE AUTHORITY, THE CITY OF SAN DIEGO, THE
COUNTY OF SAN DIEGO, THE STATE OF CALIFORNIA OR ANY POLITICAL
SUBDIVISION OR AGENCY OF THE STATE IS PLEDGED TO THE PAYMENT OF THE
PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THIS BOND.

THIS BOND AND THE INTEREST THEREON IS JUNIOR AND SUBORDINATE IN
ALL RESPECTS TO THE SENIOR LIEN REVENUE BONDS AS TO LIEN ON AND
SOURCE AND SECURITY FOR PAYMENT FROM THE NET REVENUES.

The San Diego County Regional Airport Authority (the “Authority”), acting pursuant to
Section 170000 et seq. of the California Public Utilities Code (the “Act”) and with exclusive
management and control of the Airport System, promises to pay, from the Subordinate Net
Revenues, as hereinafter defined in this Bond, to , or registered assigns, the
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principal sum of Dollars on the Maturity Date set forth above and to pay
interest as provided in this Bond.

Additional provisions of this Bond are set forth on the following pages of this Bond.

All acts, conditions and other matters required to exist, to happen and to be performed,
precedent to and in the issuance of this Bond, do exist, have happened and have been performed
in due time, form and manner as required by law and the Act.

Date of Authentication: , 20

U.S. BANK NATIONAL ASSOCIATION, SAN DIEGO COUNTY REGIONAL AIRPORT
as Trustee certifies that this is one of the AUTHORITY

Bonds referred to in the Master Subordinate

Indenture and Fifth Supplemental

Subordinate Indenture

By By
Authorized Signatory President and CEO
Attest:
By:
Director, Corporate Services/
Authority Clerk
1. Master Subordinate Indenture; Fifth Supplemental Subordinate Indenture.

The Authority has entered into a Master Subordinate Trust Indenture, dated as of September 1,
2007, as amended (the “Master Subordinate Indenture”), with U.S. Bank National Association,
as successor trustee (the “Trustee”). Such Master Subordinate Indenture provides that the
Authority may issue bonds and incur other indebtedness under the terms and conditions set forth
in the Master Subordinate Indenture and Supplemental Subordinate Indentures. All bonds and
other indebtedness issued thereunder and secured thereby are collectively referred to herein as
“Subordinate Obligations.” All capitalized terms not defined herein shall have the meanings set
forth in the Master Subordinate Indenture and the hereinafter defined Fifth Supplemental
Subordinate Indenture.

This Bond is part of a series of Subordinate Obligations of the Authority issued under the
Master Subordinate Indenture and the Fifth Supplemental Subordinate Trust Indenture, dated as
of | | 1, 2017 (the “Fifth Supplemental Subordinate Indenture”), by and between the
Authority and the Trustee and authorized by Resolution No. 2017-] | adopted by the board
of directors of the Authority on | |, 2017. The series of Subordinate Obligations of which
this Bond is a part is being issued in the original principal amount of $[PARA/PARB] and
designated as San Diego County Regional Airport Authority Subordinate Airport Revenue
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Bonds, Series 2017[A/B] (the “Series 2017[A/B] Bonds™). Simultaneously with the issuance of
the Series 2017[A/B] Bonds, the Authority is issuing its ${PARA/PARB] San Diego County
Regional Airport Authority Subordinate Airport Revenue Bonds, Series 2017[A/B] (the “Series
2017[A/B] Bonds,” and together with the Series 2017[A/B] Bonds, the “Series 2017 Bonds”).

The Series 2017[A/B] Bonds are being issued with a pledge of and lien on Subordinate
Net Revenues on a parity with the other Subordinate Obligations issued on a parity with the
Series 2017 Bonds under the terms and provisions of the Master Subordinate Indenture.

The terms of the Series 2017[A/B] Bonds include the terms set forth in the Master
Subordinate Indenture and the Fifth Supplemental Subordinate Indenture. Holders are referred
to the Master Subordinate Indenture, as amended and supplemented from time to time, and the
Fifth Supplemental Subordinate Indenture, as amended and supplemented from time to time, for
a statement of those terms and for the meanings of any defined terms not defined herein.

2. Source of Payments. The Series 2017[A/B] Bonds are, as provided in the Master
Subordinate Indenture and the Fifth Supplemental Subordinate Indenture, together with all other
Subordinate Obligations, secured by and payable from, the Subordinate Net Revenues, as
described below and as defined in the Master Subordinate Indenture. The Master Subordinate
Indenture pledges the Subordinate Net Revenues to secure payment of all Subordinate
Obligations issued under the Master Subordinate Indenture.

All defined terms used in such description shall have the meaning assigned to them in the
Master Subordinate Indenture. The Authority is not required to provide for the payment of the
Subordinate Obligations from any other source other than from certain funds and accounts under
the Master Subordinate Indenture and the Supplemental Subordinate Indentures in accordance
with their terms.

3. Interest Rate. This Bond shall bear interest until the Maturity Date at the rate
shown on the first page of this Bond. Interest on overdue principal and, to the extent lawful, on
overdue interest will be payable at the rate on this Bond on the day before the default occurred.

Interest on this Bond shall be calculated on the basis of a year of 360 days and twelve
30-day months.

4, Interest Payment and Record Dates. Interest hereon will be due and payable on
[January 1], 2018 and each January 1 and July 1 thereafter and will be paid to the party who is
the owner hereof on the Record Date for such payment. The Record Date for a January 1
payment is the preceding December 15, and the Record Date for a July 1 payment is the
preceding June 15. If this Bond is not a Book-Entry Bond, as defined in the Fifth Supplemental
Subordinate Indenture, interest hereon will be paid by check mailed to the Holder’s registered
address, and, if this Bond is a Book-Entry Bond, as defined in the Fifth Supplemental
Subordinate Indenture, interest will be paid as provided in the Fifth Supplemental Subordinate
Indenture. Interest will be paid in lawful money of the United States that at the time of payment
is legal tender for payment of public and private debts or by checks or wire transfer payable in
such money. If any payment of interest on this Bond is due on a non-Business Day, it will be
made on the next Business Day, and no interest will accrue as a result.
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5. Payment of Principal. Payment of principal of this Bond will be paid at maturity
upon surrender of this Bond to the Trustee or its agent except that if this Bond is a Book-Entry
Bond, the Trustee may make other arrangements for payment of principal. Principal will be paid
in lawful money of the United States that at the time of payment is legal tender for payment of
public and private debts or by checks or wire transfer payable in such money. If any payment of
principal of this Bond is due on a non-Business Day, it will be made on the next Business Day,
and no interest will accrue as a result.

6. Redemption. All redemptions will be made at a redemption price of 100% of the
principal amount of the Series 2017[A/B] Bonds being redeemed, plus interest accrued since the
most recent interest payment date.

@) Optional Redemption. The Series 2017[A/B] Bonds maturing on or
before July 1, 20[__] are not subject to optional redemption prior to maturity. The Series
2017[A/B] Bonds maturing on or after July 1, 20[__] are subject to redemption prior to
maturity, at the option of the Authority, from any moneys that may be provided for such
purpose, in whole or in part, on any date on or after July 1, 20[__] at a redemption price
equal to 100% of the principal amount of the Series 2017[A/B] Bonds to be redeemed
plus accrued interest to the date fixed for redemption, without premium.

(b) Mandatory Sinking Fund Redemption. [The Series 2017[A/B] Bonds
with a stated Maturity Date of July 1, 20[__] will be subject to mandatory sinking fund
redemption in part, by lot, at a redemption price equal to 100% of the principal amount
thereof, plus accrued interest thereon, on July 1, 20[ ] and each July 1 thereafter, to and
including July 1, 20[__] in accordance with the terms of a mandatory sinking fund
redemption schedule set forth in the Fifth Supplemental Subordinate Indenture.]

(© Notice of Redemption. At least thirty (30) days but not more than sixty
(60) days before each redemption, the Trustee will give notice sent as provided in the
Fifth Supplemental Subordinate Indenture to each owner of a Series 2017 Bond to be
redeemed. Failure to give any required notice of redemption will not affect the validity
of the call for redemption of any Series 2017 Bond in respect of which no failure occurs.
Any notice sent as provided in the Fifth Supplemental Subordinate Indenture will be
conclusively presumed to have been given whether or not actually received by the
addressee.

(d) Effect of Redemption. When notice of redemption is given, and funds are
deposited with the Trustee or an agent of the Trustee sufficient for redemption, interest
on the Series 2017 Bonds to be redeemed ceases to accrue as of the redemption date.

7. Denominations; Transfer; Exchange. The Series 2017[A/B] Bonds are
available in denominations of $5,000 and integral multiples thereof. A Holder may transfer or
exchange Series 2017[A/B] Bonds in accordance with the Master Subordinate Indenture and the
Fifth Supplemental Subordinate Indenture. The Trustee may require a Holder, among other
things, to furnish appropriate endorsements and transfer documents and to pay any taxes and fees
required by law or permitted by the Master Subordinate Indenture. The Trustee need not transfer
or exchange any Series 2017[A/B] Bond during the period established by the Registrar for
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selection of Series 2017[A/B] Bonds for redemption of any Series 2017[A/B] Bond which has
been selected for redemption.

8. Persons Deemed Owners. The registered owner of this Bond shall be treated as
the owner of it for all purposes.

0. Unclaimed Money. If money for the payment of principal or interest remains
unclaimed for two years, the Trustee will pay the money to or for the account of the Authority.
After that, Holders entitled to the money must look only to the Authority and not to the Trustee
for payment.

10. Discharge Before Maturity. If the Authority at any time deposits with the
Trustee money, Government Obligations or obligations described in item (b) of the definition of
Permitted Investments as described in the Master Subordinate Indenture sufficient to pay at
maturity principal of and interest on the outstanding Series 2017[A/B] Bonds, and if the
Authority also pays all other sums then payable by the Authority under the Master Subordinate
Indenture, the Master Subordinate Indenture will be discharged. After discharge, Holders must
look only to the deposited money and securities for payment. If the Authority at any time
deposits with the Trustee money, Government Obligations or obligations described in item (b) of
the definition of Permitted Investments as described in the Master Subordinate Indenture
sufficient to pay at maturity, principal of and interest on all or any portion of the outstanding
Series 2017[A/B] Bonds, such Series 2017[A/B] Bonds, with respect to which the deposit was
made, shall no longer be deemed to be outstanding and shall no longer be secured by the Master
Subordinate Indenture except to the extent of the funds set aside therefor.

11.  Amendment, Supplement, Waiver. The Master Subordinate Indenture, the Fifth
Supplemental Subordinate Indenture and the Series 2017[A/B] Bonds may be amended or
supplemented, and any past default or compliance with any provision may be waived, as
provided in the Master Subordinate Indenture. Any consent given by the owner of this Bond
shall bind any subsequent owner of this Bond or any Bond delivered in substitution for this
Bond.

12. Defaults and Remedies. The Master Subordinate Indenture provides that the
occurrences of certain events constitute Events of Default. If an Event of Default occurs and is
continuing, the Trustee may exercise the remedies set forth in the Master Subordinate Indenture.
Under no circumstances does an Event of Default grant any right to accelerate payment of this
Bond. An Event of Default and its consequences may be waived as provided in the Master
Subordinate Indenture and the Fifth Supplemental Subordinate Indenture. Holders may not
enforce the Master Subordinate Indenture or this Bond except as provided in the Master
Subordinate Indenture and the Fifth Supplemental Subordinate Indenture. The Trustee may
refuse to enforce the Master Subordinate Indenture or this Bond unless it receives indemnity
satisfactory to it. Subject to certain limitations, Holders of a majority of the principal amount of
the Series 2017[A/B] Bonds (determined in accordance with the terms of the Master Subordinate
Indenture and the Fifth Supplemental Subordinate Indenture) may direct the Trustee in its
exercise of any trust or power.
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13. No Recourse Against Others. No member, director, officer or employee of the
Authority shall have any personal liability for any obligations of the Authority under this Bond,
the Master Subordinate Indenture or the Fifth Supplemental Subordinate Indenture or for any
claim based on such obligations or their creation or be subject to any personal liability or
accountability by reason of the issuance thereof. Each Holder, by accepting this Bond, waives
and releases all such liability. The waiver and release are part of the consideration for the
issuance of this Bond.

14.  Authentication. This Bond shall not be valid until the Trustee or an
authenticating agent signs the certificate of authentication on the signature page of this Bond.

15.  Abbreviations. Customary abbreviations may be used in the name of a Holder or
an assignee, such as TEN COM (= tenants in common), TEN ENT (= tenants by the entireties),
JT TEN (= joint tenants with right of survivorship and not as tenants in common), CUST (=
Custodian), U/G/M/A (= Uniform Gifts to Minors Act) and U/T/M/A (= Uniform Transfers to
Minors Act).
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[FORM OF ASSIGNMENT]
I or we assign and transfer to

Insert social security or other
identifying number of assignee

(Print or type name, address and zip code of assignee) this Bond and irrevocably appoint

agent to transfer this Bond on the books of the Authority. The agent
may substitute another to act for him.

Dated:

Signed

(Sign exactly as name appears on the face of this Bond)

Signature guaranteed:

(NOTE: Signature(s) guarantee should be made by a
guarantor institution participating in the Securities
Transfer Agents Medallion Program or such other
guarantee program acceptable to the Trustee.)

A-7
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EXHIBIT B

DEBT SERVICE SCHEDULES

San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds
Series 2017A

Date Principal Interest Total

$ $
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Date

San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds
Series 2017B

Principal Interest

Total

4832-4431-2135.2
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EXHIBIT C-1

SERIES 2017A PROJECT
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EXHIBIT C-2

SERIES 2017B PROJECT
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EXHIBIT D-1
FORM OF SERIES 2017A CONSTRUCTION FUND REQUISITION
Requisition No.

To: U.S. Bank National Association
633 West Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Corporate Trust Services

Re: Requisition of Funds from San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds Series 2017A Construction Fund

The amount requisitioned: $

Payment to be made to:

Manner in which payment is to be made:

Description of Costs of Series 2017A Project:

The undersigned, an Authorized Authority Representative within the meaning of the
Master Subordinate Trust Indenture, dated as of September 1, 2007, by and between the San
Diego County Regional Airport Authority (the “Authority”) and U.S. Bank National Association,
as successor trustee, as trustee (the “Trustee”), as supplemented by the Fifth Supplemental
Subordinate Trust Indenture, dated as of | | 1, 2017 (the “Fifth Supplemental
Subordinate Indenture”), by and between the Authority and the Trustee, hereby requisitions the
amount set forth above and directs that such amount be paid to the party set forth above from
funds held in the San Diego County Regional Airport Authority Subordinate Airport Revenue
Bonds Series 2017A Construction Fund held under the Fifth Supplemental Subordinate
Indenture and directs that payment be made in the manner described above.

The amount to be paid represents Costs of the Series 2017A Project and does not
represent Costs of Issuance associated with the issuance of the Series 2017A Bonds and the
amounts requisitioned hereby will be expended only in accordance with and subject to the
limitations set forth in the Tax Compliance Certificate, dated | |, 2017 and relating to
the Series 2017A Bonds. Capitalized terms not otherwise defined herein shall have the
applicable meanings in the Master Subordinate Indenture and the Fifth Supplemental
Subordinate Indenture.

Dated:

By

Authorized Authority Representative
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EXHIBIT D-2
FORM OF SERIES 2017B CONSTRUCTION FUND REQUISITION
Requisition No.

To: U.S. Bank National Association
633 West Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Corporate Trust Services

Re: Requisition of Funds from San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds Series 2017B Construction Fund

The amount requisitioned: $

Payment to be made to:

Manner in which payment is to be made:

Description of Costs of Series 2017B Project:

The undersigned, an Authorized Authority Representative within the meaning of the
Master Subordinate Trust Indenture, dated as of September 1, 2007, by and between the San
Diego County Regional Airport Authority (the “Authority”) and U.S. Bank National Association,
as successor trustee, as trustee (the “Trustee”), as supplemented by the Fifth Supplemental
Subordinate Trust Indenture, dated as of | | 1, 2017 (the “Fifth Supplemental
Subordinate Indenture”), by and between the Authority and the Trustee, hereby requisitions the
amount set forth above and directs that such amount be paid to the party set forth above from
funds held in the San Diego County Regional Airport Authority Subordinate Airport Revenue
Bonds Series 2017B Construction Fund held under the Fifth Supplemental Subordinate Indenture
and directs that payment be made in the manner described above.

The amount to be paid represents Costs of the Series 2017B Project and does not
represent Costs of Issuance associated with the issuance of the Series 2017B Bonds and the
amounts requisitioned hereby will be expended only in accordance with and subject to the
limitations set forth in the Tax Compliance Certificate, dated | |, 2017 and relating to
the Series 2017B Bonds. Capitalized terms not otherwise defined herein shall have the
applicable meanings in the Master Subordinate Indenture and the Fifth Supplemental
Subordinate Indenture.

Dated:

By

Authorized Authority Representative
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EXHIBIT D-3

FORM OF SERIES 2017 COSTS OF ISSUANCE FUND REQUISITION

Requisition No.

To: U.S. Bank National Association
633 West Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Corporate Trust Services

Re: Requisition of Funds from San Diego County Regional Airport Authority
Subordinate Airport Revenue Bonds Series 2017 Costs of Issuance Fund

The amount requisitioned: $

Payment to be made to:

Manner in which payment is to be made:

Description of Costs of Issuance:

The undersigned, an Authorized Authority Representative within the meaning of the Master
Subordinate Trust Indenture, dated as of September 1, 2007, as amended (the “Master Subordinate
Indenture™), by and between the San Diego County Regional Airport Authority (the “Authority”) and
U.S. Bank National Association, as successor trustee (the “Trustee”), as supplemented by the
Fifth Supplemental Subordinate Trust Indenture, dated as of | ] 1, 2017 (the “Fifth
Supplemental Subordinate Indenture™), by and between the Authority and the Trustee, hereby requisitions
the amount set forth above and directs that such amount be paid to the party set forth above from funds
held in [check one]

[ | San Diego County Regional Airport Authority Subordinate Airport Revenue
Bonds Series 2017A Costs of Issuance Account

[ | San Diego County Regional Airport Authority Subordinate Airport Revenue

Bonds Series 2017B Costs of Issuance Account

of the San Diego County Regional Airport Authority Subordinate Airport Revenue Bonds Series 2017
Costs of Issuance Fund held under the Fifth Supplemental Subordinate Indenture and directs that payment
be made in the manner described above.

The amount to be paid represents a Cost of Issuance of the Series 2017 Bonds and the amounts
requisitioned hereby will be expended only in accordance with and subject to the limitations set forth in
the Tax Compliance Certificate dated [ ], 2017 and relating to the Series 2017 Bonds.
Capitalized terms not otherwise defined herein shall have the applicable meanings in the Master
Subordinate Indenture and the Fifth Supplemental Subordinate Indenture.

Dated:

By

Authorized Authority Representative
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This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time the Official Statement
is delivered in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in

which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

ATTACHMENT 2
PRELIMINARY OFFICIAL STATEMENT DATED [JULY _ 1], 2017

NEW ISSUES Ratings: See “RATINGS” herein.
BOOK-ENTRY ONLY

In the opinion of Kutak Rock LLP, Bond Counsel to the Authority, under existing laws, regulations, rulings and judicial decisions
and assuming the accuracy of certain representations and continuing compliance with certain covenants, interest on the Subordinate Series
2017 Bonds is excluded from gross income for federal income tax purposes, except for interest on any Subordinate Series 2017B Bond for
any period during which such Subordinate Series 2017B Bond is held by a “substantial user’ of the facilities financed or refinanced by the
Subordinate Series 2017B Bonds or a “related person” within the meaning of Section 147(a) of the Internal Revenue Code of 1986, as
amended. Bond Counsel is further of the opinion that (a) interest on the Subordinate Series 2017A Bonds is not a specific item of tax
preference for purposes of the federal alternative minimum tax, except that interest on the Subordinate Series 2017A Bonds will be included
in a corporate taxpayer’s adjusted current earnings for purposes of computing its federal alternative minimum tax, and (b) interest on the
Subordinate Series 2017B Bonds is a specific item of tax preference for purposes of the federal alternative minimum tax.. Bond Counsel is
further of the opinion that interest on the Subordinate Series 2017 Bonds is exempt from present State of California personal income taxes.
See “TAX MATTERS” herein.

$[PAR]
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

[Insert Authority Subordinate Airport Revenue Bonds

Logo]
. $[PARA] $[PARB]
[Airport Logo] Series 2017A Series 2017B
(Non-AMT) (AMT)
Dated: Date of Delivery Due: July 1 as shown on the inside cover

The San Diego County Regional Airport Authority (the “Authority”) is issuing its Subordinate Airport Revenue Bonds, Series
2017A (the “Subordinate Series 2017A Bonds™), and Subordinate Airport Revenue Bonds, Series 2017B (the “Subordinate Series 2017B
Bonds,” and together with the Subordinate Series 2017A Bonds, the “Subordinate Series 2017 Bonds”), to (a) pay and/or reimburse the
Authority for certain capital improvements at San Diego International Airport, (b) repay a portion of the outstanding Subordinate Revolving
Obligations, (c) fund a portion of the interest accruing on the Subordinate Series 2017 Bonds, (d) make a deposit to the Subordinate Reserve
Fund, and (e) pay the costs of issuance of the Subordinate Series 2017 Bonds. See “PLAN OF FINANCE AND ESTIMATED SOURCES
AND USES OF FUNDS” herein.

The Subordinate Series 2017 Bonds are special obligations of the Authority, payable solely from and secured by a pledge of
(a) Subordinate Net Revenues, which include certain income and revenue received by the Authority from the operation of the Airport
System, less all amounts that are required to pay the Operation and Maintenance Expenses of the Airport System and less all amounts
necessary to pay debt service on and fund the reserves for the Senior Bonds; and (b) certain funds and accounts held by the Subordinate
Trustee under the Subordinate Indenture. The Subordinate Series 2017 Bonds will be issued with a pledge of and lien on Subordinate Net
Revenues on parity with the Authority’s Subordinate Series 2010 Bonds, which, as of July 2, 2017, were outstanding in the aggregate
principal amount of $536,990,000, the Authority’s Subordinate Revolving Obligations, which are authorized to be outstanding in the
aggregate principal amount of $125,000,000 at any one time, and the Authority’s Subordinate Drawdown Bonds, which are authorized to be
outstanding in the aggregate principal amount of $100,000,000 at any one time.

NONE OF THE PROPERTIES OF THE AIRPORT SYSTEM ARE SUBJECT TO ANY MORTGAGE OR OTHER LIEN
FOR THE BENEFIT OF THE OWNERS OF THE SUBORDINATE SERIES 2017 BONDS, AND NEITHER THE FULL FAITH
AND CREDIT NOR THE TAXING POWER OF THE AUTHORITY, THE CITY OF SANDIEGO, THE COUNTY OF
SAN DIEGO, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION OR AGENCY OF THE STATE OF
CALIFORNIA IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE SUBORDINATE SERIES
2017 BONDS. SEE “SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS.”

The Subordinate Series 2017 Bonds will be issued as fully registered bonds in the name of Cede & Co., as registered owner and
nominee of The Depository Trust Company (“DTC”), New York, New York. Individual purchases and sales of the Subordinate Series 2017
Bonds may be made in book-entry-form only in denominations of $5,000 and integral multiplies thereof. Interest on the Subordinate Series
2017 Bonds will be payable on January 1 and July 1, commencing on [January] 1, 2018. So long as the Subordinate Series 2017 Bonds are
held by DTC, the principal of and interest on the Subordinate Series 2017 Bonds will be payable by wire transfer to DTC, which in turn will
be required to remit such principal and interest to the DTC participants for subsequent disbursement to the beneficial owners of the
Subordinate Series 2017 Bonds, as more fully described herein. See “APPENDIX F—BOOK-ENTRY-ONLY SYSTEM.”

Maturity Schedule on Inside Front Cover

The Subordinate Series 2017 Bonds are subject to optional and mandatory sinking fund redemption prior to maturity, as more fully
described herein. See “DESCRIPTION OF THE SUBORDINATE SERIES 2017 BONDS—Redemption Provisions.”

The purchase and ownership of Subordinate Series 2017 Bonds involve investment risk and may not be suitable for all investors.
This cover page contains certain information for general reference only. It is not intended to be a summary of the security or terms of the
Subordinate Series 2017 Bonds. Investors are advised to read the entire Official Statement, including any portion hereof included by
4825-6633-1206.3
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reference, to obtain information essential to the making of an informed decision, giving particular attention to the matters discussed under
“CERTAIN INVESTMENT CONSIDERATIONS.” Capitalized terms used on this cover page and not otherwise defined have the meanings
set forth herein.

The Subordinate Series 2017 Bonds are offered when, as and if issued by the Authority, subject to the approval of validity by Kutak
Rock LLP, Bond Counsel to the Authority, and to certain other conditions. Certain matters will be passed upon for the Authority by its
General Counsel and by Kutak Rock LLP, Disclosure Counsel to the Authority. Certain legal matters will be passed upon for the
Underwriters by their counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation. Frasca & Associates, LLC. has served as
Municipal Advisor to the Authority. It is expected that the delivery of the Subordinate Series 2017 Bonds will be made through the facilities
of DTC on or about [August __], 2017.

Morgan Stanley Jefferies
Backstrom McCarley Berry & Co., LLC Citigroup RBC Capital Markets Siebert Cisneros Shank & Co., L.L.C.

Date of Official Statement:
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MATURITY SCHEDULE"

$[PARA]
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Subordinate Airport Revenue Bonds

Series 2017A
(Non-AMT)
Maturity
Date Principal Interest CUSIP
(July 1) Amount” Rate Yield Price Numbers'
$ % Term Bonds due July 1,20 - Yield %; Price %; CUSIP No."

“ Preliminary; subject to change.

" CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf of the American
Bankers Association by S&P Capital 1Q. Copyright© 2017 CUSIP Global Services. All rights reserved. CUSIP® data herein is provided by
CUSIP Global Services. This data is not intended to create a database and does not serve in any way as a substitute for the CGS database.
CUSIP® numbers are provided for convenience of reference only. None of the Authority, the Underwriters or their agents or counsel assume
responsibility for the accuracy of such numbers.



$[PARB]"
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Subordinate Airport Revenue Bonds

Series 2017B
(AMT)
Maturity
Date Principal Interest CUSIP
(July 1) Amount” Rate Yield Price Numbers'
$ % Term Bonds due July 1,20 - Yield %; Price %; CUSIP No."

“ Preliminary; subject to change.

" CUSIP® is a registered trademark of the American Bankers Association. CUSIP Global Services (CGS) is managed on behalf of the American
Bankers Association by S&P Capital 1Q. Copyright© 2017 CUSIP Global Services. All rights reserved. CUSIP® data herein is provided by
CUSIP Global Services. This data is not intended to create a database and does not serve in any way as a substitute for the CGS database.
CUSIP® numbers are provided for convenience of reference only. None of the Authority, the Underwriters or their agents or counsel assume
responsibility for the accuracy of such numbers.
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No dealer, broker, salesperson or other person has been authorized by the Authority to give any
information or to make any representations other than as set forth herein and, if given or made, such other
information or representation must not be relied upon as having been authorized by the Authority. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there
be any sale of the Subordinate Series 2017 Bonds by a person in any jurisdiction in which it is unlawful
for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Subordinate
Series 2017 Bonds. Statements contained in this Official Statement which involve estimates, forecasts or
matters of opinion, whether or not expressly so described herein, are intended solely as such and are not
to be construed as representations of facts. See “INTRODUCTION—Forward-Looking Statements”
herein.

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

The information and expressions of opinion herein are subject to change without notice, and
neither the delivery of this Official Statement nor any sale made hereunder shall under any circumstances
create any implication that there has been no change in the affairs of the Authority since the date hereof.
This Official Statement is submitted in connection with the sale of the Subordinate Series 2017 Bonds
referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.

THE SUBORDINATE SERIES 2017 BONDS HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED
THEREIN, AND HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES
LAWS OF ANY STATE. THE SUBORDINATE INDENTURE HAS NOT BEEN QUALIFIED
UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON AN
EXEMPTION CONTAINED THEREIN. THE SUBORDINATE SERIES 2017 BONDS HAVE NOT
BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY COMMISSION. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFICIAL
STATEMENT.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SUBORDINATE SERIES 2017 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING TRANSACTIONS, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITERS MAY OFFER AND SELL THE
SUBORDINATE SERIES 2017 BONDS TO CERTAIN DEALERS AND OTHERS AT PRICES
LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE INSIDE COVER PAGES OF
THIS OFFICIAL STATEMENT, AND SUCH PUBLIC OFFERING PRICES MAY BE CHANGED
FROM TIME TO TIME BY THE UNDERWRITERS.
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OFFICIAL STATEMENT

$[PAR]
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Subordinate Airport Revenue Bonds

$[PARA] $[PARB]"
Series 2017A Series 2017B
(Non-AMT) (AMT)

INTRODUCTION
General

The purpose of this Official Statement, which includes the cover page, inside cover pages, table
of contents and appendices, is to provide certain information concerning the sale and delivery by the
San Diego County Regional Airport Authority (the “Authority”) of its ${PARA]" San Diego County
Regional Airport Authority Subordinate Airport Revenue Bonds, Series 2017A (the “Subordinate Series
2017A Bonds”), and $[PARB]" San Diego County Regional Airport Authority Subordinate Airport
Revenue Bonds, Series 2017B (the “Subordinate Series 2017B Bonds,” and together with the Subordinate
Series 2017A Bonds, the “Subordinate Series 2017 Bonds™). Capitalized terms used but not defined
herein have the meanings ascribed to them in “APPENDIX C—CERTAIN DEFINITIONS AND
SUMMARIES OF THE MASTER SUBORDINATE INDENTURE AND THE FIFTH
SUPPLEMENTAL SUBORDINATE INDENTURE—CERTAIN DEFINITIONS.”

The Authority

The Authority is a local government entity of regional government, with jurisdiction extending
throughout the County of San Diego (the “County”). The Authority was organized and exists pursuant to
the provisions of the Constitution of the State of California and Section 170000 et seq. of the California
Public Utilities Code (the “Act”). The Authority was formed for the purposes of: (a) operating the
Airport System (the main asset of which is San Diego International Airport (Lindbergh Field) (“SDIA,”
“SAN” or the “Airport™)); (b) planning and operating any future airport that could be developed as a
supplement or replacement to SDIA,; (c) developing a comprehensive land use plan as it may relate to the
Airport System for the entire County; and (d) serving as the region’s airport land use commission.

San Diego International Airport and Airport System

SDIA was owned and operated by the San Diego Unified Port District (the “Port District™) until
January 2003 at which time SDIA was transferred by long-term lease to the Authority (the “Transfer”).
The Transfer included all obligations associated with SDIA, including bonds and commercial paper notes
issued for the improvement of SDIA. SDIA is the busiest single-runway commercial airport in the United
States and is classified as a large air traffic hub by the Federal Aviation Administration (the “FAA”).
According to Airports Council International (“ACI”) statistics, for the calendar year ended December 31,
[2015 (the latest available information from ACI), SDIA was ranked as the [27"]] busiest airport in the
country as measured by total number of enplaned and deplaned passengers. For the fiscal year ended
June 30, 2016 (“Fiscal Year 2016"), SDIA enplaned approximately 10.2 million passengers, which
represented an approximately 5.1% increase in enplaned passengers from the fiscal year ended June 30,

“ Preliminary; subject to change.
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2015. For the calendar year ended December 31, 2016, approximately 96% of the passengers using SDIA
were origination and destination (“O&D”) passengers (passengers beginning or ending their trips at
SDIA, as opposed to passengers connecting through SDIA to other cities). See “THE AUTHORITY” and
“SAN DIEGO INTERNATIONAL AIRPORT” herein.

In addition to operating SDIA, the Authority is responsible for operating the entire “Airport
System,” which includes all airports, airport sites, and all equipment, accommodations and facilities for
aerial navigation, flight, instruction and commerce under the jurisdiction and control of the Authority,
including SDIA, and any successor entities thereto, including all facilities and property related thereto,
real or personal, under the jurisdiction or control of the Authority or in which the Authority has other
rights or from which the Authority derives revenues at such location; and including or excluding, as the
case may be, such property as the Authority may either acquire or which shall be placed under its control,
or divest or have removed from its control. Currently, SDIA is the only airport in the Airport System.

Plan of Finance

The Subordinate Series 2017 Bonds are being issued to (a) pay and/or reimburse the Authority for
certain capital improvements at SDIA, (b) repay $32,550,000 aggregate principal amount of the
Authority’s outstanding Subordinate Revolving Obligations (as defined herein), (c) fund a portion of the
interest accruing on the Subordinate Series 2017 Bonds through and including [January] 1, 2018,
(d) make a deposit to the Subordinate Reserve Fund (as defined herein), and () pay the costs of issuance
of the Subordinate Series 2017 Bonds. See “PLAN OF FINANCE AND ESTIMATED SOURCES AND
USES OF FUNDS” and “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT.”

Subordinate Series 2017 Bonds and Pledge of Subordinate Net Revenues

The Subordinate Series 2017 Bonds are being issued pursuant to the Master Subordinate Trust
Indenture, dated as of September 1, 2007, as amended (the “Master Subordinate Indenture”), by and
between the Authority and U.S. Bank National Association, as successor trustee (the “Subordinate
Trustee”), and the Fifth Supplemental Subordinate Trust Indenture, to be dated as of August 1, 2017 (the
“Fifth Supplemental Subordinate Indenture,” and collectively with the Master Subordinate Indenture and
all supplements thereto, the “Subordinate Indenture”), by and between the Authority and the Subordinate
Trustee; the Act; and certain other provisions of California State law (including Section 53580 et seq. of
the California Government Code). Additionally, the board of directors of the Authority (the “Board”)
authorized the issuance of the Subordinate Series 2017 Bonds pursuant to a resolution adopted by the
Board on July 6, 2017 (the “Resolution”). See “DESCRIPTION OF THE SUBORDINATE SERIES
2017 BONDS.”

The Subordinate Series 2017 Bonds are secured by a pledge of and first lien on Subordinate Net
Revenues (as defined herein) on a parity with the Existing Subordinate Obligations (as defined herein),
and any additional bonds or obligations issued or incurred on a parity with the Subordinate Series 2017
Bonds under the terms and provisions of the Master Subordinate Indenture (the “Additional Subordinate
Obligations™). See “SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES
2017 BONDS—Flow of Funds,” “—Pledge of Subordinate Net Revenues,” “—Use of PFCs to Pay Debt
Service” and “OUTSTANDING OBLIGATIONS AND DEBT SERVICE SCHEDULE.”

The Subordinate Series 2017 Bonds are special obligations of the Authority, payable solely
from and secured by a pledge of (a) “Subordinate Net Revenues,” which include Revenues (as
defined herein), less all amounts which are required to be used to pay the Operation and
Maintenance Expenses of the Airport System (as defined herein), less the debt service on the Senior
Bonds (as defined herein) and less the reserve and replenishment requirements on and relating to
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the Senior Bonds, if any, and (b) certain funds and accounts held by the Subordinate Trustee under
the Subordinate Indenture. None of the properties of the Airport System are subject to any
mortgage or other lien for the benefit of the owners of the Subordinate Series 2017 Bonds, and
neither the full faith and credit nor the taxing power of the Authority, the City of San Diego (the
“City”), the County, the State of California (the “State”) or any political subdivision or agency of
the State is pledged to the payment of the principal of or interest on the Subordinate Series 2017
Bonds.

Outstanding Subordinate Obligations

Pursuant to the Master Subordinate Indenture and the Second Supplemental Subordinate Trust
Indenture, dated as of October 1, 2010 (the “Second Supplemental Subordinate Indenture”), by and
between the Authority and the Subordinate Trustee, the Authority previously issued, and as of July 2,
2017, there was $536,990,000 aggregate principal amount outstanding of its Subordinate Airport Revenue
Bonds, Series 2010A (the “Subordinate Series 2010A Bonds™), Subordinate Airport Revenue Bonds,
Series 2010B (the “Subordinate Series 2010B Bonds”), and Subordinate Airport Revenue Bonds, Series
2010C (the “Subordinate Series 2010C Bonds,” and collectively with the Subordinate Series 2010A
Bonds and the Subordinate Series 2010B Bonds, the “Subordinate Series 2010 Bonds”).

Pursuant to the Master Subordinate Indenture, the Third Supplemental Subordinate Trust
Indenture, dated as of September 1, 2014 (the “Third Supplemental Subordinate Indenture™), by and
between the Authority and the Subordinate Trustee, and the Revolving Credit Agreement, dated as of
September 1, 2014, as amended (the “Subordinate Credit Agreement”), by and between the Authority and
U.S. Bank National Association (the “Subordinate Revolving Obligations Bank™), the Authority is
authorized to issue and have outstanding, from time to time, up to $125,000,000 in aggregate principal
amount of its San Diego County Regional Airport Authority Subordinate Airport Revenue Revolving
Obligations (collectively, the “Subordinate Revolving Obligations™). As of July 2, 2017, the Authority
had $58,988,000 aggregate principal amount of Subordinate Revolving Obligations outstanding. All
Subordinate Revolving Obligations issued by the Authority are purchased by the Subordinate Revolving
Obligations Bank in accordance with the terms of the Subordinate Credit Agreement. On or about
[August] 1, 2017, the Authority expects to repay $32,550,000 million of the Subordinate Revolving
Obligations with a portion of the proceeds of the Subordinate Series 2017A Bonds and certain other
available moneys of the Authority.

Additionally, pursuant to the Master Subordinate Indenture, the Fourth Supplemental Subordinate
Trust Indenture, dated as of April 1, 2017 (the “Fourth Supplemental Subordinate Indenture™), by and
between the Authority and the Subordinate Trustee, the Bondholder’s Agreement, dated as of April 1,
2017 (the “Subordinate Drawdown Bondholder’s Agreement”), by and between the Authority and RBC
Municipal Products, LLC (the “Subordinate Drawdown Bond Purchaser”), and the Bond Purchase
Agreement, dated April 19, 2017 (the “Subordinate Drawdown Bond Purchase Agreement”), between
RBC Capital Markets LLC (the “Subordinate Drawdown Bond Underwriter”) and the Authority, the
Authority is authorized to issue and have outstanding, from time to time, up to $100,000,000 in aggregate
principal amount of its San Diego County Regional Airport Authority Subordinate Airport Revenue
Drawdown Bonds (collectively, the “Subordinate Drawdown Bonds”). As of the date of this Official
Statement, the Authority had no Subordinate Drawdown Bonds outstanding. When issued, all
Subordinate Drawdown Bonds will be purchased by the Subordinate Drawdown Bond Purchaser in
accordance with the terms of the Subordinate Drawdown Bondholder’s Agreement and the Subordinate
Drawdown Bond Purchase Agreement.

The Subordinate Series 2010 Bonds, the Subordinate Revolving Obligations and the Subordinate
Drawdown Bonds are collectively referred to in this Official Statement as the “Existing Subordinate
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Obligations™; and the Subordinate Series 2017 Bonds, the Existing Subordinate Obligations and any
Additional Subordinate Obligations are collectively referred to in this Official Statement as “Subordinate
Obligations.” The Subordinate Obligations are secured by a pledge of Subordinate Net Revenues and
certain funds and accounts held by the Subordinate Trustee under the Subordinate Indenture. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS—
Flow of Funds,” and “OUTSTANDING OBLIGATIONS AND DEBT SERVICE SCHEDULE—
Outstanding Subordinate Obligations.”

Senior Bonds

Pursuant to the Master Trust Indenture, dated as of November 1, 2005, as amended (the “Master
Senior Indenture”), by and between the Authority and The Bank of New York Mellon Trust Company,
N.A., as trustee (the “Senior Trustee™), and the Third Supplemental Trust Indenture, dated as of
January 1, 2013 (the “Third Supplemental Senior Indenture,” and collectively with the Master Senior
Indenture and all supplements thereto, the “Senior Indenture”), by and between the Authority and the
Senior Trustee, the Authority has previously issued and, as of July 2, 2017, there was outstanding
$373,310,000 aggregate principal amount of its Senior Airport Revenue Bonds, Series 2013A (the
“Senior Series 2013A Bonds”), and Senior Airport Revenue Bonds, Series 2013B (the “Senior Series
2013B Bonds,” and together with the Senior Series 2013A Bonds, the “Senior Series 2013 Bonds™). The
Senior Series 2013 Bonds are secured by a pledge of and first lien on Net Revenues senior to the
Subordinate Obligations (including the Subordinate Series 2017 Bonds). “Net Revenues” include
Revenues less Operation and Maintenance Expenses of the Airport System. For purposes of this Official
Statement, “Senior Bonds” means the Senior Series 2013 Bonds and any additional bonds or obligations
issued or incurred under the terms and provisions of the Master Senior Indenture that are secured on a
parity basis by the Net Revenues (the “Additional Senior Bonds”). See “SECURITY AND SOURCES
OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS” and “OUTSTANDING
OBLIGATIONS AND DEBT SERVICE SCHEDULE—Outstanding Senior Bonds.”

Capital Program

The Authority maintains a 5-year capital program that is designed to preserve regulatory
compliance, critical infrastructure functions and Airport access. Additionally the capital program seeks to
enhance safety, customer service, cost savings and revenue opportunities. The Authority’s current 5-year
capital program (the “Capital Program”) includes projects to be completed in Fiscal Years 2018 through
2022 that have an estimated cost of $1.2 billion. The Capital Program, includes, among other projects,
the new Terminal 2 West Parking Plaza (consisting of a 3-story, 2,900 parking space, public parking
structure to be located across from Terminal 2), a new Federal Inspection Services (“FIS™) facility in
Terminal 2 West, and various other airfield, terminal and landside projects. A portion of the proceeds of
the Subordinate Series 2017 Bonds will be used to finance certain projects included in the Capital
Program (including the Terminal 2 West Parking Plaza and the new FIS facility). In addition to the
proceeds of the Subordinate Series 2017 Bonds, the Capital Program has been and will be financed with a
combination of proceeds of the previously-issued Subordinate Series 2010 Bonds, the previously-issued
Senior Series 2013 Bonds, the previously-issued Series 2014 Special Facilities Bonds (as defined herein)
and Additional Senior Bonds expected to be issued in 2018, federal grants, Passenger Facility Charges
(“PFCs”), Customer Facility Charges (“CFCs”) and certain other available moneys of the Authority. See
“PLAN OF FINANCE AND ESTIMATED SOURCES AND USES OF FUNDS,” “DEVELOPMENT
OF SAN DIEGO INTERNATIONAL AIRPORT” and “APPENDIX A—FINANCIAL FEASIBILITY
REPORT.”
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Financial Feasibility Report

Included as Appendix A to this Official Statement is a Financial Feasibility Report dated July
[_1, 2017 (the “Financial Feasibility Report”), prepared by Unison Consulting, Inc. (the *“Feasibility
Consultant™), in conjunction with the issuance of the Subordinate Series 2017 Bonds. The Financial
Feasibility Report includes, among other things, a description of the underlying economic base of SDIA’s
air service area; a description of historical air traffic activity at SDIA; the Feasibility Consultant’s
projections for air traffic activity at SDIA through Fiscal Year 2023 and a description of the assumptions
on which such projections were based; a description of existing and planned facilities at SDIA; and the
Feasibility Consultant’s projections of debt service, debt service coverage, expenses and revenues through
Fiscal Year 2023 and a description of the assumptions upon which such projections were based.
Inevitably, some assumptions used to develop the projections in the Financial Feasibility Report will not
be realized, and unanticipated events and circumstances may occur. Therefore, there are likely to be
differences between forecast and actual results, and those differences may be material. The projections
contained in the Financial Feasibility Report are not necessarily indicative of future performance, and
neither the Feasibility Consultant nor the Authority assume any responsibility for the failure to meet such
projections. The Financial Feasibility Report is an integral part of this Official Statement and should be
read in its entirety. See “—Forward-Looking Statements” and “CERTAIN INVESTMENT
CONSIDERATIONS—Financial Feasibility Report” and “APPENDIX A—FINANCIAL FEASIBILITY
REPORT.”

Continuing Disclosure

The Authority will covenant for the benefit of the owners and beneficial owners of the
Subordinate Series 2017 Bonds to annually provide, or cause to be provided, certain financial information
and operating data concerning the Authority and the Airport System, and to provide, or cause to be
provided, notices of certain enumerated events to the Municipal Securities Rulemaking Board (“MSRB”)
through its Electronic Municipal Market Access System (the “EMMA System”) or any successor method
designated by the MSRB, pursuant to the requirements of Rule 15c¢2-12 of the Securities Exchange
Commission. See “CONTINUING DISCLOSURE” and “APPENDIX E—FORM OF CONTINUING
DISCLOSURE CERTIFICATE.”

Investment Considerations

The purchase and ownership of the Subordinate Series 2017 Bonds involve investment risks.
Prospective purchasers of the Subordinate Series 2017 Bonds should read this Official Statement in its
entirety. For a discussion of certain risks relating to the Subordinate Series 2017 Bonds, see “CERTAIN
INVESTMENT CONSIDERATIONS.”

Forward-Looking Statements

The statements contained in this Official Statement that are not purely historical, are forward-
looking statements, including statements regarding the Authority’s expectations, hopes, intentions or
strategies regarding the future. Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget,” “project,” “forecast,” “will likely result,” “are expected to,” “will
continue,” “is anticipated,” “intend” or other similar words. Prospective investors should not place undue
reliance on forward-looking statements. All forward-looking statements included in this Official
Statement are based on information available to the Authority on the date hereof, and the Authority
assumes no obligation to update any such forward-looking statements. It is important to note that the
Authority’s actual financial and operating results likely will differ, and could differ materially, from those

in such forward-looking statements.
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The forward-looking statements herein are based on various assumptions and estimates and are
inherently subject to various risks and uncertainties, including risks and uncertainties relating to the
possible invalidity of the underlying assumptions and estimates and possible changes or developments in
social, economic, business, industry, market, legal and regulatory circumstances and conditions and
actions taken or omitted to be taken by third parties, including airlines, customers, suppliers and
competitors, among others, and legislative, judicial and other governmental authorities and officials.
Assumptions related to the foregoing involve judgments with respect to, among other things, future
economic, competitive and market conditions and future business decisions, all of which are difficult or
impossible to predict accurately and many of which are beyond the control of the Authority. Any such
assumptions could be inaccurate and, therefore, there can be no assurance that the forward-looking
statements included in this Official Statement will prove to be accurate.

Additional Information

Brief descriptions of the Subordinate Series 2017 Bonds, the Senior Indenture, the Subordinate
Indenture, the Airline Lease Agreements (as defined herein) and certain other documents are included in
this Official Statement and the appendices hereto. Such descriptions do not purport to be comprehensive
or definitive. All references herein to such documents and any other documents, statutes, laws, reports or
other instruments described herein are qualified in their entirety by reference to each such document,
statute, law, report or other instrument. The information herein is subject to change without notice, and
neither the delivery of this Official Statement nor any sale made hereunder shall under any circumstances
create any implication that there has been no change in the affairs of the Authority since the date hereof.
This Official Statement is not to be construed as a contract or agreement between the Authority and the
purchasers or owners of any of the Subordinate Series 2017 Bonds. The Authority maintains a website,
the information on which is not part of this Official Statement, has not and is not incorporated by
reference herein, and should not be relied upon in deciding whether to invest in the Subordinate Series
2017 Bonds.

PLAN OF FINANCE AND ESTIMATED SOURCES AND USES OF FUND
Plan of Finance

General. The Subordinate Series 2017 Bonds are being issued to (a) pay and/or reimburse the
Authority for the costs of the Subordinate Series 2017 Projects (as defined below under “Subordinate
Series 2017 Projects”), (b) repay $32,550,000 aggregate principal amount of the outstanding Subordinate
Revolving Obligations, (c) fund a portion of the interest accruing on the Subordinate Series 2017 Bonds
through and including [January/July] 1, 20[_], (d) make a deposit to the Subordinate Reserve Fund, and
(e) pay the costs of issuance of the Subordinate Series 2017 Bonds.

Subordinate Series 2017 Projects. The Subordinate Series 2017 Bonds are being issued to,
among other things, finance a portion of the costs of certain projects included in the Capital Program (the
“Subordinate Series 2017 Projects”). The Subordinate Series 2017 Projects include, among others, the
Terminal 2 West Parking Plaza (a three-story parking garage being built in front of Terminal 2 that will
provide approximately 2,900 parking spaces (a net of 1,700 new parking spaces over the number that
were available at SDIA prior to the start of construction of the parking plaza), and the new FIS facility in
Terminal 2 West. See “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT” and
“APPENDIX A—FINANCIAL FEASIBILITY REPORT.”
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Estimated Sources and Uses of Funds

The following table sets forth the estimated sources and uses of funds in connection with the
issuance of the Subordinate Series 2017 Bonds:

Subordinate Series  Subordinate Series
2017A Bonds 2017B Bonds Total

Sources

Principal Amount $ $ $

Original Issue Premium/(Discount}
Total Sources $ $ $

Uses
Deposit to Construction Funds $ $ $
Repayment of Subordinate Revolving

Obligations
Deposit to Capitalized Interest Accounts*

Deposit to Subordinate Reserve Fund
Costs of Issuance’
Total Uses $ $ $

! Represents a portion of the interest accruing on the Subordinate Series 2017 Bonds.
2 Includes Underwriters’ discount, legal and other costs of issuance.

DESCRIPTION OF THE SUBORDINATE SERIES 2017 BONDS
General

The Subordinate Series 2017 Bonds will bear interest at the rates and mature on the dates set forth
on the inside cover pages of this Official Statement. Interest will be calculated on the basis of a 360-day
year consisting of twelve 30-day months. The Subordinate Series 2017 Bonds will be dated their date of
delivery, and will bear interest from that date, payable semi-annually on January 1 and July 1 of each year
(each an “Interest Payment Date™), commencing on [January] 1, 2018. Interest due and payable on the
Subordinate Series 2017 Bonds on any Interest Payment Date will be paid to the registered owner as of
the Record Date (Cede & Co., so long as the book-entry system with The Depository Trust Company
(*DTC”) is in effect). Each Subordinate Series 2017 Bond will bear interest from the Interest Payment
Date next preceding the date of authentication thereof unless such date of authentication is an Interest
Payment Date, in which event such Subordinate Series 2017 Bond will bear interest from such date of
authentication, or unless such date of authentication is after a Record Date and before the next succeeding
Interest Payment Date, in which event such Subordinate Series 2017 Bond will bear interest from such
succeeding Interest Payment Date, or unless such date of authentication is on or before [December] 15,
2017, in which event such Subordinate Series 2017 Bond will bear interest from its date of delivery. If
interest on the Subordinate Series 2017 Bonds is in default, Subordinate Series 2017 Bonds issued in
exchange for Subordinate Series 2017 Bonds surrendered for transfer or exchange will bear interest from
the Interest Payment Date to which interest has been paid in full on the Subordinate Series 2017 Bonds
surrendered.

The Subordinate Series 2017 Bonds will be issued in denominations of $5,000 or integral

multiples thereof. The Subordinate Series 2017 Bonds will be issued in fully registered form and, when
issued, will be registered in the name of Cede & Co., as registered owner and nominee of DTC. DTC will
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act as securities depository for the Subordinate Series 2017 Bonds. Individual purchases may be made in
book-entry-form only.  Purchasers will not receive certificates representing their interest in the
Subordinate Series 2017 Bonds purchased. So long as Cede & Co., as a nominee of DTC, is the
registered owner of the Subordinate Series 2017 Bonds, references herein to the Holders or registered
owners means Cede & Co., and does not mean the Beneficial Owners of the Subordinate Series 2017
Bonds.

So long as Cede & Co. is the registered owner of the Subordinate Series 2017 Bonds, principal of
and interest on the Subordinate Series 2017 Bonds will be payable by wire transfer by the Senior Trustee
to Cede & Co., as nominee for DTC, which is required, in turn, to remit such amounts to the DTC
Participants, for subsequent disbursement to the Beneficial Owners. See “APPENDIX F—BOOK-
ENTRY-ONLY SYSTEM.”

Redemption Provisions

Optional Redemption. The Subordinate Series 2017A Bonds maturing on or before July 1, 20
are not subject to optional redemption prior to maturity. The Subordinate Series 2017A Bonds maturing
on or after July 1, 20 are subject to redemption prior to maturity, at the option of the Authority, from
any moneys that may be provided for such purpose, in whole or in part, on any date on or after July 1,
20 at a redemption price equal to 100% of the principal amount of the Subordinate Series 2017A
Bonds to be redeemed, plus accrued interest thereon to the date fixed for redemption, without premium.

The Subordinate Series 2017B Bonds maturing on or before July 1, 20 are not subject to
optional redemption prior to maturity. The Subordinate Series 2017B Bonds maturing on or after July 1,
20___ are subject to redemption prior to maturity, at the option of the Authority, from any moneys that
may be provided for such purpose, in whole or in part, on any date on or after July 1, 20 at a
redemption price equal to 100% of the principal amount of the Subordinate Series 2017B Bonds to be
redeemed, plus accrued interest thereon to the date fixed for redemption, without premium.

Mandatory Sinking Fund Redemption. The Subordinate Series 2017A Bonds maturing on
July 1, 20 (the “Subordinate Series 2017A Term Bonds”) are subject to mandatory sinking fund
redemption prior to maturity in part, by lot, at a redemption price equal to 100% of the principal amount
thereof, plus accrued interest thereon to the date fixed for redemption, without premium, on July 1 of the
following years and in the following principal amounts:

Redemption
Date Principal
(July 1) Amount

* Final Maturity.

The Subordinate Series 2017B Bonds maturing on July 1, 20 (the “Subordinate Series 2017B
Term Bonds,” and together with the Subordinate Series 2017A Term Bonds,” the “Subordinate Series
2017 Term Bonds”) are subject to mandatory sinking fund redemption prior to maturity in part, by lot, at
a redemption price equal to 100% of the principal amount thereof, plus accrued interest thereon to the
date fixed for redemption, without premium, on July 1 of the following years and in the following
principal amounts:
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Redemption
Date Principal
(July 1) Amount

* Final Maturity.

At the option of the Authority, to be exercised by delivery of a written certificate to the
Subordinate Trustee on or before the 60" day next preceding any mandatory sinking fund redemption date
for the Subordinate Series 2017 Term Bonds, it may (a) deliver to the Subordinate Trustee for
cancellation Subordinate Series 2017 Term Bonds or portions thereof (in Authorized Denominations)
purchased in the open market or otherwise acquired by the Authority or (b) specify a principal amount of
Subordinate Series 2017 Term Bonds or portions thereof (in Authorized Denominations) which prior to
said date have been optionally redeemed and previously cancelled by the Subordinate Trustee at the
request of the Authority and not theretofore applied as a credit against any mandatory sinking fund
redemption requirement. Each such Subordinate Series 2017 Term Bond or portion thereof so purchased
or otherwise acquired or redeemed and delivered to the Subordinate Trustee for cancellation will be
credited by the Subordinate Trustee at 100% of the principal amount thereof against the obligation of the
Authority to pay the principal of such applicable Subordinate Series 2017 Term Bond on such mandatory
sinking fund redemption date.

Notices of Redemption to Holders; Conditional Notice of Optional Redemption. The
Subordinate Trustee will give notice of redemption, in the name of the Authority, to Holders affected by
redemption (or DTC, so long as the book-entry system with DTC is in effect) at least 30 days but not
more than 60 days before each redemption date and send such notice of redemption by first class mail (or
with respect to Subordinate Series 2017 Bonds held by DTC via electronic means or by an express
delivery service for delivery on the next following Business Day or by such other means as permitted or
required by DTC’s procedures) to each Holder of a Subordinate Series 2017 Bond to be redeemed; each
such notice will be sent to the Holder’s registered address.

Each notice of redemption will specify the Series, the issue date, the maturity date, the interest
rate and the CUSIP number of each Subordinate Series 2017 Bond to be redeemed, if less than all
Subordinate Series 2017 Bonds of a Series, maturity date and interest rate are called for redemption the
numbers assigned to the Subordinate Series 2017 Bonds to be redeemed, the principal amount to be
redeemed, the date fixed for redemption, the redemption price, the place or places of payment, the
Subordinate Trustee’s name, that payment will be made upon presentation and surrender of the
Subordinate Series 2017 Bonds to be redeemed, that interest, if any, accrued to the date fixed for
redemption and not paid will be paid as specified in said notice, and that on and after said date interest
thereon will cease to accrue.

Failure to give any required notice of redemption as to any particular Subordinate Series 2017
Bond will not affect the validity of the call for redemption of any Subordinate Series 2017 Bonds in
respect of which no failure occurs. Any notice sent as provided in the Subordinate Indenture will be
conclusively presumed to have been given whether or not actually received by the addressee. When
notice of redemption is given, Subordinate Series 2017 Bonds called for redemption become due and
payable on the date fixed for redemption at the applicable redemption price. Provided funds are deposited
with the Subordinate Trustee sufficient for redemption, interest on the Subordinate Series 2017 Bonds to
be redeemed will cease to accrue on and after the date fixed for redemption.
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The Authority may provide that, if at the time of mailing of notice of an optional redemption
there has not been deposited with the Subordinate Trustee moneys sufficient to redeem all the
Subordinate Series 2017 Bonds called for redemption, such notice may state that it is conditional, that is,
subject to the deposit of the redemption moneys with the Subordinate Trustee not later than the opening
of business one Business Day prior to the scheduled redemption date, and such notice will be of no effect
unless such moneys are so deposited. In the event sufficient moneys are not on deposit on the required
date, then the redemption will be cancelled and on such cancellation date notice of such cancellation will
be mailed to the Holders of such Subordinate Series 2017 Bonds called for redemption.

Effect of Redemption. On the date so designated for redemption, notice having been given in the
manner and under the conditions provided in the Subordinate Indenture and as described above and
sufficient moneys for payment of the redemption price being held in trust to pay the redemption price, the
Subordinate Series 2017 Bonds called for redemption will become and be due and payable on the
redemption date, interest on such Subordinate Series 2017 Bonds will cease to accrue from and after such
redemption date, such Subordinate Series 2017 Bonds will cease to be entitled to any lien, benefit or
security under the Subordinate Indenture and the Holders of such Subordinate Series 2017 Bonds will
have no rights in respect thereof except to receive payment of the redemption price. Subordinate Series
2017 Bonds which have been duly called for redemption and for which moneys for the payment of the
redemption price are held in trust for the Holders thereof, all as provided in the Fifth Supplemental
Subordinate Indenture, will not be deemed to be Outstanding under the provisions of the Subordinate
Indenture.

Selection of Subordinate Series 2017 Bonds for Redemption; Subordinate Series 2017 Bonds
Redeemed in Part. Redemption of the Subordinate Series 2017 Bonds will only be in Authorized
Denominations. The Subordinate Series 2017 Bonds are subject to redemption in such order of maturity
and interest rate within in a Series (except mandatory sinking fund payments on the Subordinate Series
2017 Term Bonds) as the Authority may direct, and by lot within such maturity and interest rate selected
in such manner as the Subordinate Trustee (or DTC, as long as DTC is the securities depository for the
Subordinate Series 2017 Bonds), deems appropriate.

Except as otherwise provided under the procedures of DTC, on or before the 45" day prior to any
mandatory sinking fund redemption date, the Subordinate Trustee will proceed to select for redemption
(by lot in such manner as the Subordinate Trustee may determine), from the applicable Subordinate Series
2017 Term Bonds subject to such redemption, an aggregate principal amount of such applicable
Subordinate Series 2017 Term Bonds equal to the amount for such year as set forth in the applicable table
under “Mandatory Sinking Fund Redemption” above and will call such Subordinate Series 2017 Term
Bonds or portions thereof (in Authorized Denominations) for redemption and give notice of such call.

SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS
Flow of Funds

The application of Revenues of the Authority is governed by the Master Senior Indenture and the
Subordinate Indenture. Pursuant to the Master Senior Indenture, the Authority covenanted to establish
and maintain an account designated as the “Revenue Account” within the Revenue Fund and to deposit all
Revenues, when and as received, in the Revenue Account.

“Revenues” are generally defined in the Master Senior Indenture to mean, except to the extent
specifically excluded therefrom, all income, receipts, earnings and revenues received by the Authority
from the operation and ownership of the Airport System, as determined in accordance with generally
accepted accounting principles, as modified from time to time, including, but not limited to: (a) rates,
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tolls, fees, rentals, charges and other payments made to or owed to the Authority for the use or availability
of the Airport System; and (b) amounts received or owed from the sale or provision of supplies, materials,
goods and services provided by or made available by the Authority, including rental or business
interruption insurance proceeds received by, held by, accrued to or entitled to be received by the
Authority or any successor thereto from the possession, management, charge, superintendence and control
of the Airport System and its related facilities or activities and undertakings related thereto or from any
other facilities wherever located with respect to which the Authority receives payments which are
attributable to the Airport System or activities or undertakings related thereto. Revenues also include
amounts received from tenants representing the principal portion of payments received pursuant to certain
self-liquidating lease agreements, all income, receipts and earnings (except any earnings allowed to be
pledged by the terms of a supplemental indenture to fund a construction fund) from the investment of
amounts held in the Revenue Account, any construction fund, any debt service fund (except Capitalized
Interest on deposit therein), any debt service reserve fund and such additional revenues, if any, as are
designated as “Revenues” under the terms of a supplemental indenture. Unless otherwise designated as
“Revenues” under the terms of a Supplemental Senior Indenture or pursuant to a certificate of the
Authority, PFCs, grants and other charges authorized by federal and/or State laws or regulations to be
assessed to fund specific programs at the Airport System, Capitalized Interest, CFCs, and the cash
subsidy payments the Authority receives from the United States Treasury equal to a portion of the interest
payable on the Subordinate Series 2010C Bonds (the “Federal Direct Payments”) are specifically
excluded from Revenues. The Authority has not designated, pursuant to a Supplemental Senior Indenture
or a certificate of the Authority, PFCs, grants and other charges authorized by federal and/or State laws or
regulations to be assessed to fund specific programs at the Airport System, Capitalized Interest, CFCs or
Federal Direct Payments as Revenues. However, see “—Use of PFCs to Pay Debt Service” below for a
discussion regarding the Authority’s irrevocable commitment of a portion of the PFCs received by the
Authority to pay debt service on PFC Eligible Bonds (as defined herein). In addition to the irrevocably
committed PFCs, the Authority expects to apply a portion of the PFCs it receives to the payment of debt
service on the Senior Series 2013 Bonds and the Subordinate Series 2010 Bonds (see “—Use of PFCs to
Pay Debt Service” below). Additionally, although not included in Revenues, (1) the Authority expects to
apply the Federal Direct Payments to the payment of debt service on the Subordinate Series 2010 Bonds,
and (2) the Capitalized Interest on deposit in the debt service funds for the Subordinate Series 2017 Bonds
is subject to a lien on and security interest in favor of the Holders of the Subordinate Series 2017 Bonds.

Pursuant to the Master Senior Indenture, all Revenues will be deposited in the Revenue Account
and will be set aside for the payment of the following amounts or deposited or transferred to the following
funds and subaccounts in the order listed:

(1) Operation and Maintenance Subaccount. On or prior to the 20" day of each
month, the Authority will deposit in the Operation and Maintenance Subaccount an amount equal
to one-twelfth of the estimated Operation and Maintenance Expenses of the Airport System for
the then current Fiscal Year as set forth in the budget of the Authority for such Fiscal Year as
finally approved by the Authority. In the event that the balance in the Operation and
Maintenance Subaccount at any time is insufficient to make any required payments therefrom,
additional amounts at least sufficient to make such payments will immediately be deposited in the
Operation and Maintenance Subaccount from the Revenue Account, and such additional amounts
will be credited against the next succeeding monthly deposit from the Revenue Account.

2 Senior Debt Service Funds. On or prior to the 15" day of each calendar month,
Revenues will be transferred by the Authority to the Senior Trustee for deposit in the debt service
funds established in respect of each series of Senior Bonds (the “Senior Debt Service Funds”)
equal to: (a) 1/6 of the interest coming due on the Senior Bonds on the next interest payment date
for the Senior Bonds, provided that at least the full amount required to pay the interest on the

4825-6633-1206.3 11



Senior Bonds, as it becomes due, will be set aside in the Senior Debt Service Funds by not later
than the 15" day of the month prior to the date each installment of interest becomes due, (b) 1/12
of the principal amount of the Senior Bonds maturing on the next principal payment date,
provided that at least the full amount required to pay the principal amount of the Senior Bonds, as
it becomes due, will be set aside in the Senior Debt Service Funds by not later than the 15" day of
the month prior to the date such principal amount becomes due, and (c) 1/12 of the sinking
installment payments, if any, with respect to the Senior Bonds subject to mandatory sinking fund
redemption (the “Senior Term Bonds™) on the next redemption date, provided that at least the full
amount required to pay the sinking installment payment, if any, with respect to the Senior Term
Bonds will be set aside in the Senior Debt Service Funds by not later than the 15" day of the
month prior to the date such sinking installment payment becomes due. Additionally, if provided
for in a senior supplemental indenture, regularly scheduled swap payments on a qualified swap
may be payable from Net Revenues on a parity basis with the outstanding Senior Bonds.

3 Senior Debt Service Reserve Funds. A sufficient amount of Revenues will be
transferred by the Authority, without priority and on an equal basis, except as to timing of
payment to the Senior Trustee for deposit into the respective debt service reserve funds
established pursuant to the Senior Indenture, if any, at the times and in such amounts as required
to be used to pay or replenish such debt service reserve funds or reimburse a credit provider of a
debt service reserve fund surety. As of the date of this Official Statement, the debt service
reserve fund for the Senior Series 2013 Bonds is the only debt service reserve fund established for
Senior Bonds.

(@) Subordinate Obligations Debt Service Funds. On or prior to the 20" day of each
calendar month, Revenues will be transferred by the Authority to the Subordinate Trustee for
deposit in the debt service funds established in respect of each series of Subordinate Obligations
(the “Subordinate Debt Service Funds™) equal to: (a) 1/6 of the interest coming due on the
Subordinate Obligations on the next interest payment date for the Subordinate Obligations,
provided that at least the full amount required to pay the interest on the Subordinate Obligations,
as it becomes due, will be set aside in the Subordinate Debt Service Funds by not later than the
20™ day of the month prior to the date each installment of interest becomes due, (b) 1/12 of the
principal amount of the Subordinate Obligations maturing on the next principal payment date,
provided that at least the full amount required to pay the principal amount of the Subordinate
Obligations, as it becomes due, will be set aside in the Subordinate Debt Service Funds by not
later than the 20™ day of the month prior to the date such principal amount becomes due, and
(c) 1/12 of the sinking installment payments, if any, with respect to the Subordinate Obligations
subject to mandatory sinking fund redemption (the “Subordinate Term Obligations™) on the next
redemption date, provided that at least the full amount required to pay the sinking installment
payment, if any, with respect to the Subordinate Term Obligations will be set aside in the
Subordinate Debt Service Funds by not later than the 20™ day of the month prior to the date such
sinking installment payment becomes due.

5) Subordinate Obligations Debt Service Reserve Funds. On or prior to the 20™ day
of each month, upon any deficiency in any debt service reserve fund established by or for the
benefit of the Authority in connection with the Subordinate Obligations, the Authority will
deposit in such debt service reserve fund an amount equal to: (a) one-twelfth of the aggregate
amount of each unreplenished prior withdrawal from such debt service reserve fund; and (b) the
full amount of any deficiency in such debt service reserve fund due to any required valuations of
the investments in such debt service reserve fund until the balance in such debt service reserve
fund is at least equal to the debt service reserve requirement with respect to such Subordinate
Obligations. See “—Subordinate Reserve Fund” below.
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(6) Operation and Maintenance Reserve Subaccount. On or prior to the 20" day of
each month, to the payment of the amounts required to be deposited in the Operation and
Maintenance Reserve Subaccount which are payable from Net Revenues as specified in the
Master Senior Indenture.

@) Renewal and Replacement Subaccount. On or prior to the 20" day of each
month, to the payment of the amounts required to be deposited in the Renewal and Replacement
Subaccount as specified in the Master Senior Indenture.

All moneys and investments on deposit in the Revenue Account and not on deposit in any of the
funds or subaccounts provided for as described in (1) through (7) above, are required under the Master
Senior Indenture, on the last Business Day of each Fiscal Year, to be transferred from the Revenue
Account to the Revenue Fund, unless and to the extent the Authority directs otherwise.

Following is a graphic description of the flow of funds described above, and the flow of PFC
Revenues. See “—Use of PFCs to Pay Debt Service.”

[Remainder of page intentionally left blank.]
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San Diego County Regional Airport Authority
Flow Of Funds

Revinues PFVC S

Revenue Account PFC Account’?

v

. . \ 4 v

Operation and Maintenance Subaccount
To pay Operation and Maintenance Expenses PFC Debt Service PFC Project
* Subaccount'? Subaccount'?

Senior Debt Service Funds

To pay principal and interest on the Senior Bonds <

v

Senior Debt Service Reserve Funds
To fund debt service reserve funds for the Senior Bonds

v

Subordinate Obligation Debt Service Funds
To pay debt service on the Subordinate Obligations

il

Subordinate Obligation Debt Service Reserve
Funds
To fund debt service reserve funds for the Subordinate
Ot.)liqations

v

Operation and Maintenance Reserve Subaccount
To fund a reserve equal to 25% of budgeted Operation and
Maintenance Expenses

v

Renewal and Replacement Subaccount
To fund a reserve for extraordinary renewals, replacements
or repairs

v

Revenue Fund

A

' Revenues do not include PFC revenues unless otherwise included in Revenues pursuant to a Supplemental Senior Indenture or a certificate of
the Authority. To date, the Authority has not elected, and the Authority has no current plans to elect, to include PFC revenues in Revenues.
However, see “—Use of PFCs to Pay Debt Service” below for a discussion regarding the Authority’s irrevocable commitment of a portion of
the PFCs received by the Authority to pay debt service on PFC Eligible Bonds. In addition to the irrevocably committed PFCs, the Authority
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expects to apply a portion of the PFCs it receives to the payment of debt service on the Senior Series 2013 Bonds and the Subordinate Series
2010 Bonds. See “—Use of PFCs to Pay Debt Service” below. See also “DEVELOPMENT OF SAN DIEGO INTERNATIONAL
AIRPORT—Funding Sources for Capital Program—Passenger Facility Charges” for additional information about the Authority’s expected use
of PFC revenues.

2 [During a Fiscal Year, all PFCs in the PFC Account will be first deposited to the PFC Debt Service Subaccount until an amount equal to the
PFCs irrevocably committed by the Authority to the payment of debt service on the PFC Eligible Bonds for such Fiscal Year have been
deposited to the PFC Debt Service Subaccount. No PFCs will be deposited to the PFC Project Subaccount during a Fiscal Year until the PFC
Debt Service Subaccount has been fully funded.]
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Pledge of Subordinate Net Revenues

The Subordinate Series 2017 Bonds are special obligations of the Authority payable solely from
and secured by a pledge of Subordinate Net Revenues. The Subordinate Series 2017 Bonds also are
secured by a pledge of amounts held by the Subordinate Trustee in certain funds and accounts pursuant to
the Subordinate Indenture, as further described herein. See “—Use of PFCs to Pay Debt Service” below
for a discussion regarding the Authority’s irrevocable commitment of a portion of the PFCs received by
the Authority to pay debt service on PFC Eligible Bonds.

“Subordinate Net Revenues” are, for any given period, Revenues for such period, less all amounts
which are required to be used to pay the Operation and Maintenance Expenses of the Airport System for
such period, the debt service on the Senior Bonds for such period, and the reserve and replenishment
requirements on and relating to the Senior Bonds for such period, if any. See “—Flow of Funds” above.

“Operation and Maintenance Expenses of the Airport System” are, for any given period, the total
operation and maintenance expenses of the Airport System as determined in accordance with generally
accepted accounting principles as in effect from time to time, excluding depreciation expense and any
operation and maintenance expenses of the Airport System payable from moneys other than Revenues
(including, but not limited to, any non-cash items that are required to be treated as operation and
maintenance expenses of the Airport System in accordance with generally accepted accounting
principles).

None of the properties of the Airport System are subject to any mortgage or other lien for
the benefit of the owners of the Subordinate Series 2017 Bonds, and neither the full faith and credit
nor the taxing power of the Authority, the City, the County, the State or any political subdivision or
agency of the State is pledged to the payment of the principal of or interest on the Subordinate
Series 2017 Bonds.

Subordinate Net Revenues are available for the equal and proportionate benefit and security of all
Subordinate Obligations (including the Subordinate Series 2017 Bonds). The Subordinate Series 2017
Bonds are secured by a pledge of and lien on Subordinate Net Revenues on parity with the Subordinate
Series 2010 Bonds, the Subordinate Revolving Obligations, the Subordinate Drawdown Bonds and any
Additional Subordinate Obligations issued in the future. See “—Additional Subordinate Obligations”
below.

Subordinate Rate Covenant

€)] Under the Master Subordinate Indenture, the Authority has covenanted that while any
Subordinate Obligations remain Outstanding (but subject to all prior existing contracts and legal
obligations of the Authority), it will establish, fix, prescribe and collect rates, tolls, fees, rentals and
charges in connection with the Airport System and for services rendered in connection therewith, so that
Subordinate Net Revenues in each Fiscal Year will be at least equal to the following amounts:

Q) the interest on and principal of the Outstanding Subordinate Obligations required
to be funded by the Authority in such Fiscal Year as required by the Master Subordinate
Indenture or any Supplemental Subordinate Indenture with respect to the Outstanding
Subordinate Obligations;

(i) the required deposits to any Subordinate Debt Service Reserve Fund which may
be established by a Supplemental Subordinate Indenture;
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(iii)  the reimbursement owed to any Credit Provider or Liquidity Provider as required
by a Supplemental Subordinate Indenture;

(iv) the interest on and principal of any indebtedness required to be funded during
such Fiscal Year other than Special Facility Obligations, Senior Bonds and Outstanding
Subordinate Obligations, but including obligations issued with a lien on Subordinate Net
Revenues ranking junior and subordinate to the lien of the Subordinate Obligations; and

(v) payments of any reserve requirement for debt service for any indebtedness other
than Senior Bonds and Outstanding Subordinate Obligations, but including obligations issued
with a lien on Subordinate Net Revenues ranking junior and subordinate to the lien of the
Subordinate Obligations.

(b) The Authority has further agreed that it will establish, fix, prescribe and collect rates,
tolls, fees, rentals and charges in connection with the Airport System and for services rendered in
connection therewith, so that during each Fiscal Year the Subordinate Net Revenues will be equal to at
least 110% of the total Subordinate Annual Debt Service on the Outstanding Subordinate Obligations for
such Fiscal Year.

The Authority has covenanted that if Subordinate Net Revenues in any Fiscal Year are less than
the amounts described in paragraphs (a) and (b) above, the Authority will retain and direct a Consultant to
make recommendations as to the revision of the Authority’s business operations and its schedule of
rentals, rates, fees and charges for the use of the Airport System and for services rendered by the
Authority in connection with the Airport System, and after receiving such recommendations or giving
reasonable opportunity for such recommendations to be made the Authority will take all lawful measures
to revise the schedule of rentals, rates, fees and charges as may be necessary to produce Subordinate Net
Revenues in the next succeeding Fiscal Year sufficient to comply with paragraphs (a) and (b) above.

In the event Subordinate Net Revenues for any Fiscal Year are less than the amounts described in
paragraphs (a) and (b) above, but the Authority has promptly taken prior to or during the next succeeding
Fiscal Year all lawful measures to revise the schedule of rentals, rates, fees and charges as described in
the preceding paragraph, such deficiency in Subordinate Net Revenues will not constitute an Event of
Default under the Master Subordinate Indenture. However, if after taking the measures described in the
preceding paragraph to revise the schedule of rentals, rates, fees and charges, Subordinate Net Revenues
in the next succeeding Fiscal Year (as evidenced by the audited financial statements of the Authority for
such Fiscal Year) are less than the amounts described in paragraphs (a) and (b) above, such deficiency in
Subordinate Net Revenues will constitute an Event of Default under the Master Subordinate Indenture.

Pursuant to the Master Subordinate Indenture, the Authority may exclude from its calculation of
Subordinate Aggregate Annual Debt Service with respect to the Subordinate Obligations, for the purpose
of determining compliance with the rate covenant described above, the payment of debt service or
portions thereof on Subordinate Obligations whose debt service is payable from amounts not included in
Revenues, including, but not limited to PFC revenues, Federal Direct Payments and Capitalized Interest.
The exclusion of such debt service could result in higher debt service coverage ratios. The Authority
expects to use (a) PFC revenues to pay a portion of the debt service on the Senior Series 2013 Bonds, the
Subordinate Series 2010 Bonds, [and certain Additional Senior Bonds/Additional Subordinate
Obligations expected to be issued in the future], (b) Federal Direct Payments to pay a portion of the debt
service on the Subordinate Series 2010 Bonds, and (c) Capitalized Interest to pay a portion of the debt
service on the Subordinate Series 2017 Bonds. The Authority does not expect to use any PFCs to pay
debt service on the Subordinate Series 2017 Bonds. See “—Use of PFCs to Pay Debt Service,”
“DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT—Funding Sources for Capital
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Program—~Passenger Facility Charges” and “CERTAIN INVESTMENT CONSIDERATIONS—
Availability of PFCs” for additional information about the Authority’s expected use of PFC revenues.
See also “APPENDIX A—FINANCIAL FEASIBILITY REPORT.”

Subordinate Reserve Fund

Pursuant to the Master Subordinate Indenture and the Second Supplemental Subordinate
Indenture, the Authority established a Subordinate Debt Service Reserve Fund (the “Subordinate Reserve
Fund™) with the Subordinate Trustee to secure any Subordinate Obligations the Authority elects to
participate in the Subordinate Reserve Fund. At the time of issuance of the Subordinate Series 2010
Bonds, the Authority elected to have the Subordinate Series 2010 Bonds participate in the Subordinate
Reserve Fund. Additionally, at the time of issuance of the Subordinate Series 2017 Bonds, the Authority
will elect to have the Subordinate Series 2017 Bonds participate in the Subordinate Reserve Fund. The
Subordinate Series 2010 Bonds, the Subordinate Series 2017 Bonds and any Additional Subordinate
Obligations the Authority elects to have participate in the Subordinate Reserve Fund are collectively
referred to in this Official Statement as the “Subordinate Reserve Fund Participating Bonds.”

Moneys and investments held in the Subordinate Reserve Fund may only be used to pay the
principal of and interest on the Subordinate Reserve Fund Participating Bonds (including the Subordinate
Series 2017 Bonds). Moneys and investments held in the Subordinate Reserve Fund are not available to
pay debt service on the Senior Bonds, the Subordinate Revolving Obligations, the Subordinate Drawdown
Bonds or any Subordinate Obligations for which the Authority has decided will not participate in the
Subordinate Reserve Fund. The Subordinate Reserve Fund may be drawn upon if the amounts in the
respective Subordinate Debt Service Funds for the Subordinate Reserve Fund Participating Bonds are
insufficient to pay in full any principal or interest then due on the Subordinate Reserve Fund Participating
Bonds. In the event any amounts are required to be withdrawn from the Subordinate Reserve Fund, such
amounts will be withdrawn and deposited pro rata to meet the funding requirements of the Subordinate
Reserve Fund Participating Bonds.

Except as otherwise described below, the Subordinate Reserve Fund is required to be funded at
all times in an amount equal to the “Subordinate Reserve Requirement.” The Subordinate Reserve
Requirement is equal to the lesser of (a) Subordinate Maximum Aggregate Annual Debt Service for the
Subordinate Reserve Fund Participating Bonds; (b) 10% of the principal amount of the Subordinate
Reserve Fund Participating Bonds, less the amount of original issue discount with respect to such
Subordinate Reserve Fund Participating Bonds if such original issue discount exceeded 2% on such
Subordinate Reserve Fund Participating Bonds at the time of their original sale; and (c) 125% of the
average Subordinate Aggregate Annual Debt Service for the Subordinate Reserve Fund Participating
Bonds. At the time of issuance of any Additional Subordinate Obligations which the Authority elects to
have participate in the Subordinate Reserve Fund, the Authority will be required to deposit an amount to
the Subordinate Reserve Fund sufficient to cause the amount then on deposit in the Subordinate Reserve
Fund to equal the Subordinate Reserve Requirement. Such deposit to the Subordinate Reserve Fund can
be made at the time of issuance of such Additional Subordinate Obligations or within 12 months of the
date of issuance of such Additional Subordinate Obligations (such deposit being made in 12 substantially
equal monthly instaliments). At the time of issuance of the Subordinate Series 2017 Bonds, a portion of
the proceeds of the Subordinate Series 2017 Bonds will be deposited to the Subordinate Reserve Fund in
order to satisfy the Subordinate Reserve Requirement, which will be $ at the time of
issuance of the Subordinate Series 2017 Bonds.

The Authority may fund all or a portion of the Subordinate Reserve Requirement with a Reserve

Fund Insurance Policy. A Reserve Fund Insurance Policy may be an insurance policy, letter of credit,
qualified surety bond or other financial instrument deposited in the Subordinate Reserve Fund in lieu of
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or in partial substitution for cash or securities which is provided by an institution rated, at the time of
issuance of such policy, letter of credit, surety bonds or other financial instrument, in one of the two
highest long term rating categories by one or more of the Rating Agencies. Any such Reserve Fund
Insurance Policy must either extend to the final maturity of the Series of Subordinate Obligations for
which the Reserve Fund Insurance Policy was issued, or the Authority must agree, by Supplemental
Subordinate Indenture, that the Authority will replace such Reserve Fund Insurance Policy prior to its
expiration with another Reserve Fund Insurance Policy, or with cash. Any such Reserve Fund Insurance
Policy will be required to secure all of the Subordinate Reserve Fund Participating Bonds.

The Subordinate Reserve Fund is currently, and will be at the time of issuance of the Subordinate
Series 2017 Bonds, funded with cash and securities. No portion of the Subordinate Reserve Fund has
been, or will be at the time of issuance of the Subordinate Series 2017 Bonds, funded with a Reserve
Fund Insurance Policy.

Additional Subordinate Obligations

The Master Subordinate Indenture provides the Authority with flexibility as to establishing the
nature and terms of any Additional Subordinate Obligations. Additional Subordinate Obligations may be
issued under the Master Subordinate Indenture on a parity with the Subordinate Series 2017 Bonds,
provided, among other things, that there is delivered to the Subordinate Trustee either:

@ a certificate, dated as of a date between the date of pricing of the Subordinate
Obligations being issued and the date of delivery of such Subordinate Obligations (both dates
inclusive), prepared by an Authorized Authority Representative showing the Subordinate Net
Revenues for any 12 consecutive months out of the most recent 18 consecutive months
immediately preceding the date of issuance of the proposed Series of Subordinate Obligations or
preceding the first issuance of the proposed Subordinate Program Obligations were at least equal
to 110% of Subordinate Maximum Aggregate Annual Debt Service with respect to all
Outstanding Subordinate Obligations, Unissued Subordinate Program Obligations and the
proposed Series of Subordinate Obligations, calculated as if the proposed Series of Subordinate
Obligations and the full Subordinate Authorized Amount of such proposed Subordinate Program
Obligations (as applicable) were then Outstanding; or

(b) a certificate dated as of a date between the date of pricing of the Subordinate
Obligations being issued and the date of delivery of such Subordinate Obligations (both dates
inclusive), prepared by a Consultant showing that:

(1) the Subordinate Net Revenues for the last audited Fiscal Year or for any
12 consecutive months out of the most recent 18 consecutive months immediately
preceding the date of issuance of the proposed Series of Subordinate Obligations or the
establishment of a Subordinate Program, were at least equal to 110% of the sum of
Subordinate Aggregate Annual Debt Service due and payable with respect to all
Outstanding Subordinate Obligations for such applicable period;

(i) for the period, if any, from and including the first full Fiscal Year
following the issuance of such proposed Series of Subordinate Obligations through and
including the last Fiscal Year during any part of which the amount of interest on such
Series of Subordinate Obligations to be on deposit in the respective Subordinate Debt
Service Fund or such other fund or account is expected to be funded from the proceeds
thereof, the Consultant estimates that the Authority will be in compliance with the rate
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covenant under the Subordinate Indenture (see “—Subordinate Rate Covenant” above);
and

(iii)  for the period from and including the first full Fiscal Year following the
issuance of such proposed Series of Subordinate Obligations during which no amount of
interest on such Series of Subordinate Obligations to be on deposit in the respective
Subordinate Debt Service Fund or such other Fund or Account is expected to be funded
from the proceeds thereof through and including the later of: (A) the fifth full Fiscal Year
following the issuance of such Series of Subordinate Obligations, or (B) the third full
Fiscal Year during which no amount of interest on such Series of Subordinate
Obligations to be on deposit in the respective Subordinate Debt Service Fund or such
other Fund or Account is expected to be funded from the proceeds thereof, the estimated
Subordinate Net Revenues for each such Fiscal Year, will be at least equal to 110% of the
Subordinate Aggregate Annual Debt Service for each such Fiscal Year with respect to all
Outstanding Subordinate Obligations, Unissued Subordinate Program Obligations and
calculated as if the proposed Series of Subordinate Obligations and the full Authorized
Amount of such proposed Subordinate Program Obligations (as applicable) were then
Outstanding.

The certificate described in (b) above is expected to be delivered by the Feasibility Consultant at
the time of issuance of the Subordinate Series 2017 Bonds. As described in “—Use of PFCs to Pay Debt
Service” below, the Authority has irrevocably committed $10 million of PFCs through July 1, 2018 to the
payment of debt service on PFC Eligible Bonds. When it delivers the certificate described in (b) above,
the Feasibility Consultant will exclude debt service on the portion of the Senior Series 2013 Bonds and
the Subordinate Series 2010 Bonds to be paid from the irrevocably committed PFCs, which will result in
higher debt service coverage ratios.

For purposes of clauses (b)(ii) and (iii) above, in estimating Subordinate Net Revenues, the
Consultant may take into account (1) Revenues from Projects or Airport Facilities reasonably expected to
become available during the period for which the estimates are provided; (2) any increase in fees, rates,
charges, rentals or other sources of Revenues which have been approved by the Authority and will be in
effect during the period for which the estimates are provided; and (3) any other increases in Revenues
which the Consultant believes to be a reasonable assumption for such period. With respect to Operation
and Maintenance Expenses of the Airport System, the Consultant may use such assumptions as the
Consultant believes to be reasonable, taking into account: (x) historical Operation and Maintenance
Expenses of the Airport System; (y) Operation and Maintenance Expenses of the Airport System
associated with the Projects and any other new Airport Facilities; and (z) such other factors, including
inflation and changing operations or policies of the Authority, as the Consultant believes to be
appropriate. The Consultant will include in the certificate or in a separate accompanying report a
description of the assumptions used and the calculations made in determining the estimated Subordinate
Net Revenues, and will also set forth the calculations of Subordinate Aggregate Annual Debt Service,
which calculations may be based upon information provided by another Consultant.

For purposes of preparing the certificate or certificates described above, the Consultant or
Consultants or the Authorized Authority Representative may rely upon financial statements prepared by
the Authority which have not been subject to audit by an independent certified public accountant if
audited financial statements for the Fiscal Year or period are not available; provided, however, that an
Authorized Authority Representative will certify as to their accuracy and that such financial statements
were prepared substantially in accordance with generally accepted accounting principles, subject to year-
end adjustments.
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Neither of the certificates described above in (a) or (b) will be required if:

(A) the Subordinate Obligations being issued are for the purpose of refunding then
Outstanding Subordinate Obligations and there is delivered to the Subordinate Trustee, instead, a
certificate of an Authorized Authority Representative showing that Subordinate Aggregate
Annual Debt Service after the issuance of the Refunding Subordinate Obligations will not exceed
the Subordinate Aggregate Annual Debt Service prior to the issuance of such Refunding
Subordinate Obligations for each Fiscal Year;

(B) the Subordinate Obligations being issued constitute Subordinate Notes and there
is delivered to the Subordinate Trustee, instead, a certificate prepared by an Authorized Authority
Representative showing that the principal amount of the proposed Subordinate Notes being
issued, together with the principal amount of any Subordinate Notes then Outstanding, does not
exceed 10% of the Subordinate Net Revenues for any 12 consecutive months out of the most
recent 24 months immediately preceding the issuance of the proposed Subordinate Notes and
there is delivered to the Subordinate Trustee a certificate of an Authorized Authority
Representative setting forth calculations showing that for each of the Fiscal Years during which
the Subordinate Notes will be Outstanding, and taking into account the debt service becoming
due on such Subordinate Notes, the Authority will be in compliance with the rate covenant under
the Subordinate Indenture (see “—Subordinate Rate Covenant” above); or

(© if the Subordinate Obligations being issued are to pay costs of completing a
Project for which Subordinate Obligations have previously been issued and the principal amount
of such Subordinate Obligations being issued for completion purposes does not exceed an amount
equal to 15% of the principal amount of the Subordinate Obligations originally issued for such
Project and reasonably allocable to the Project to be completed as shown in a written certificate of
an Authorized Authority Representative and there is delivered to the Subordinate Trustee (1) a
Consultant’s certificate stating that the nature and purpose of such Project has not materially
changed and (2) a certificate of an Authorized Authority Representative to the effect that (y) all of
the proceeds (including investment earnings on amounts in the Subordinate Construction Fund
allocable to such Project) of the original Subordinate Obligations issued to finance such Project
have been or will be used to pay Costs of the Project and (z) the then estimated Costs of the
Project exceed the sum of the Costs of the Project already paid plus moneys available in the
Subordinate Construction Fund established for the Project (including unspent proceeds of
Subordinate Obligations previously issued for such purpose).

[In addition to the Subordinate Series 2017 Bonds, the Authority expects to issue Additional
Subordinate Obligations in the future to finance the development of the Airport System. See
“DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT.”]

Use of PFCs to Pay Debt Service

The Aviation Safety and Capacity Expansion Act of 1990, as amended (the “PFC Act”), as
implemented by the FAA pursuant to published regulations (the “PFC Regulations™), permits public
agencies controlling certain commercial service airports (those with regularly scheduled service and
enplaning 2,500 or more passengers annually) to charge enplaning passengers using the airport a $1.00,
$2.00 or $3.00 PFC with certain qualifying airports permitted to charge a maximum PFC of $4.50. Under
the PFC Act, the proceeds from PFCs are required to be used to finance eligible airport-related projects
(including paying the debt service on bonds issued to finance such projects) that serve or enhance safety,
capacity or security of the national air transportation system, reduce noise from an airport that is part of
such system or furnish opportunities for enhanced competition between or among air carriers. The
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Authority currently charges all enplaning passengers at SDIA a PFC of $4.50. See “DEVELOPMENT
OF SAN DIEGO INTERNATIONAL AIRPORT—Funding Sources for Capital Program—~Passenger
Facility Charges” for additional information about PFCs collected by the Authority.

The definition of Revenues does not include PFCs, except to the extent included in Revenues
pursuant to a Supplemental Senior Indenture or a certificate of any Authorized Authority Representative,
which has not occurred to date. However, pursuant to the provisions of the Master Senior Indenture and
the Master Subordinate Indenture, if PFCs have been irrevocably committed or are held by the Senior
Trustee and/or the Subordinate Trustee, as the case may be, or another fiduciary and are to be set aside
exclusively to be used to pay principal of and/or interest on specified Senior Bonds and/or Subordinate
Obligations, as applicable, then such principal and/or interest may be excluded from the calculation of
aggregate annual debt service on such specified Senior Bonds and/or Subordinate Obligations, as
applicable; thus decreasing aggregate annual debt service on the Senior Bonds and/or the Subordinate
Obligations, and increasing debt service coverage for purposes of the rate covenants and the additional
bonds tests under the Master Senior Indenture and the Master Subordinate Indenture, as applicable.

Pursuant to Resolution No. 2017-[ ] adopted by the Board on July 6, 2017 (the “PFC
Resolution”), the Authority has irrevocably committed $10 million of the PFCs it has received and
expects to receive to the payment and funding of debt service on Senior Bonds and/or Subordinate
Obligations issued to finance projects authorized by the FAA to be financed with PFCs (collectively, the
“PFC Eligible Bonds™) through July 1, 2018.

In addition to the PFCs irrevocably committed pursuant to the PFC Resolution, the Authority
expects to use additional PFCs to pay additional debt service on the PFC Eligible Bonds. In addition to
the irrevocably committed PFCs, during the forecast period set forth in the Financial Feasibility Report
(Fiscal Years 2018 through 2023), the Authority expects to use the following additional amounts of PFC
revenues each Fiscal Year to pay debt service on PFC Eligible Bonds; approximately $20 million in
Fiscal Year 2018, and approximately $30 million in each Fiscal Year in Fiscal Years 2019 through Fiscal
Year 2023. In the Financial Feasibility Report, the Feasibility Consultant has assumed that PFCs will be
used to pay a portion of the debt service on the Senior Series 2013 Bonds and the Subordinate Series 2010
Bonds. Consequently, debt service on such obligations is excluded from the calculation of the rate
covenant for the Senior Bonds and the rate covenant for the Subordinate Obligations as set forth in the
Financial Feasibility Report, which results in higher debt service coverage ratios. The Authority does not
expect to use any PFCs to pay debt service on the Subordinate Series 2017 Bonds. See “FINANCIAL
FEASIBILITY REPORT” and “APPENDIX A—FINANCIAL FEASIBILITY REPORT.” See also
“CERTAIN INVESTMENT CONSIDERATIONS—Unavailability of, or Delay in, Anticipated Funding
Sources—Awvailability of PFCs.”

Permitted Investments

Moneys and funds held by the Authority will be invested in Permitted Investments, subject to any
restrictions set forth in the Subordinate Indenture and subject to restrictions imposed upon the Authority.
Moneys and funds held by the Subordinate Trustee under the Subordinate Indenture, including moneys in
the respective debt service funds (and the accounts therein) and in the Subordinate Reserve Fund, may be
invested as directed by the Authority in Permitted Investments, subject to the restrictions set forth in the
Subordinate Indenture, and subject to restrictions imposed upon the Authority. See “FINANCIAL
INFORMATION—Summary of Financial Operations—Investment Practices.”
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Events of Default and Remedies; No Acceleration

Events of Default under the Subordinate Indenture and related remedies are described in
“APPENDIX C—CERTAIN DEFINITIONS AND SUMMARIES OF THE MASTER SUBORDINATE
INDENTURE AND THE FIFTH SUPPLEMENTAL SUBORDINATE INDENTURE—SUMMARY OF
THE MASTER SUBORDINATE INDENTURE—Defaults and Remedies.” Except as described below,
the occurrence of an Event of Default under the Subordinate Indenture (or an event of default under the
Senior Indenture) does not grant any right to accelerate payment of the Subordinate Obligations
(including the Subordinate Series 2017 Bonds) or the Senior Bonds to either the Subordinate Trustee or
the Senior Trustee, or the Holders of the Subordinate Obligations (including the Subordinate Series 2017
Bonds) or the Senior Bonds. However, pursuant to the Third Supplemental Subordinate Indenture and the
Subordinate Credit Agreement, the Authority granted to the Subordinate Revolving Obligations Bank the
right to accelerate any payments due the Subordinate Revolving Obligations Bank upon an event of
default under the Subordinate Credit Agreement; and pursuant to the Fourth Supplemental Subordinate
Indenture and the Subordinate Drawdown Bondholder’s Agreement, the Authority granted to the
Subordinate Drawdown Bond Purchaser the right to accelerate any payments due the Subordinate
Drawdown Bond Purchaser upon an event of default under the Subordinate Drawdown Bondholder’s
Agreement. See “OUTSTANDING OBLIGATIONS AND DEBT SERVICE SCHEDULE—Outstanding
Subordinate Obligations—Subordinate Revolving Obligations” and “Subordinate Drawdown Bonds.”
The Subordinate Trustee is authorized to take certain actions upon the occurrence of an Event of Default
under the Subordinate Indenture, including proceedings to enforce the obligations of the Authority under
the Subordinate Indenture. If there is an Event of Default under the Subordinate Indenture, payments, if
any, on the Subordinate Obligations will be made after Operation and Maintenance Expenses of the
Airport System and payments of debt service and reserve requirements on and relating to the Senior
Bonds.

OUTSTANDING OBLIGATIONS AND DEBT SERVICE SCHEDULE
Outstanding Senior Bonds

The following table sets forth the principal amounts and final maturity dates of the Senior Series
2013 Bonds outstanding as of July 2, 2017.

TABLE 1
San Diego County Regional Airport Authority
Senior Series 2013 Bonds
(as of July 2, 2017)

Original Principal
Existing Principal Amount Final
Subordinate Bonds Amount Outstanding Maturity Date
Series 2013A $107,285,000  $101,600,000 7/1/2043
Series 2013B 272,300,000 271,710,000 7/1/2043
Total $379,585,000  $373,310,000

Source: San Diego County Regional Airport Authority
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Outstanding Subordinate Obligations

Subordinate Series 2010 Bonds. The following table sets forth the principal amounts and final
maturity dates of the Subordinate Series 2010 Bonds as of July 2, 2017.

TABLE 2
San Diego County Regional Airport Authority
Subordinate Series 2010 Bonds
(as of July 2, 2017)

Original Principal
Existing Principal Amount Final
Subordinate Bonds Amount Outstanding Maturity Date
Series 2010A $313,150,000  $285,645,000 7/1/2040
Series 2010B 44,055,000 35,985,000 7/1/2040
Series 2010C 215,360,000 215,360,000 7/1/2040
Total $572,565,000  $536,990,000

Source: San Diego County Regional Airport Authority

Subordinate Revolving Obligations. Pursuant to the Master Subordinate Indenture, the Third
Supplemental Subordinate Indenture and the Subordinate Credit Agreement, the Authority is authorized
to issue and have outstanding, from time to time, up to $125,000,000 in aggregate principal amount of
Subordinate Revolving Obligations. As of July 2, 2017, the Authority had $58,988,000 aggregate
principal amount of Subordinate Revolving Obligations outstanding. On [August] 1, 2017, the Authority
expects to repay $32,550,000 of the Subordinate Revolving Obligations with a portion of the proceeds of
the Subordinate Series 2017A Bonds and certain other available moneys of the Authority. All
Subordinate Revolving Obligations issued by the Authority are purchased by the Subordinate Revolving
Obligations Bank (U.S. Bank National Association) in accordance with the terms of the Subordinate
Credit Agreement. Except as otherwise provided in the Subordinate Credit Agreement, the principal of
all Subordinate Revolving Obligations outstanding pursuant the Master Subordinate Indenture, the Third
Supplemental Subordinate Indenture and the Subordinate Credit Agreement are due and payable on June
[__]. 2020. However, subject to the terms of the Subordinate Credit Agreement, on June [__], 2020, the
Authority can convert any outstanding Subordinate Revolving Obligations to a term loan that will be
payable in ten equal quarterly installments beginning 180 days following June [_], 2020, with the final
payment being due on June [__], 2023.

Subordinate Drawdown Bonds. Pursuant to the Master Subordinate Indenture, the Fourth
Supplemental Subordinate Indenture, the Subordinate Drawdown Bondholder’s Agreement, and the
Subordinate Drawdown Bond Purchase Agreement, the Authority is authorized to issue and have
outstanding, from time to time, up to $100,000,000 in aggregate principal amount of its Subordinate
Drawdown Bonds. As of the date of this Official Statement, the Authority had no Subordinate
Drawdown Bonds outstanding. When issued, all Subordinate Drawdown Bonds will be purchased by the
Subordinate Drawdown Bond Purchaser (RBC Municipal Products, LLC) in accordance with the terms of
the Subordinate Drawdown Bondholder’s Agreement and the Subordinate Drawdown Bond Purchase
Agreement. Except as otherwise provided in the Subordinate Drawdown Bondholder’s Agreement, the
principal of all Subordinate Drawdown Bonds outstanding pursuant the Master Subordinate Indenture, the
Fourth Supplemental Subordinate Indenture and the Subordinate Drawdown Bondholder’s Agreement are
due and payable on April 17, 2020. However, subject to the terms of the Subordinate Drawdown
Bondholder’s Agreement, on April 17, 2020, the Authority can convert any outstanding Subordinate
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Revolving Obligations to a term loan that will be payable in ten equal quarterly installments beginning
180 days following April 17, 2020, with the final payment being due on April 17, 2023.

[Remainder of page intentionally left blank.]
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Debt Service Requirements

The following table sets forth the debt service requirements on the Senior Series 2013 Bonds, the Subordinate Series 2010 Bonds and the
Subordinate Series 2017 Bonds.

TABLE 3
San Diego County Regional Airport Authority
Debt Service Requirements
Senior And Subordinate Bonds®

Total Debt Total Debt
Total Debt Service Total Debt Service

Year Service Senior Subordinate Service Senior and
Ended Series 2013 Series 2010 Subordinate Series 2017A Bonds® Subordinate Series 2017B Bonds® Subordinate Subordinate
July 1 Bonds’ Bonds>** Principal Interest’ Principal Interest’ Bonds Bonds
2018 $ 20,503,750 $ 40,149,748

2019 20,494,150 40,145,848

2020 26,006,350 40,143,798

2021 26,000,100 40,150,548

2022 25,994,350 40,151,423

2023 26,003,100 40,144,111

2024 25,999,600 40,148,486

2025 25,998,350 40,149,486

2026 26,003,100 40,147,486

2027 26,002,350 40,143,236

2028 25,996,000 40,151,736

2029 25,989,850 40,151,736

2030 26,002,750 40,145,486

2031 16,667,500 50,928,986

2032 16,979,000 50,619,205

2033 17,239,750 50,356,695

2034 17,606,000 49,994,740

2035 18,016,250 49,581,574

2036 18,551,750 49,045,358

2037 19,104,500 48,493,038

2038 19,691,500 47,909,880

2039 20,293,750 47,306,652

2040 20,923,000 46,678,384

2041 67,600,250 -

2042 67,600,250 -

2043 67,597,500 -

2044 - -

2045 - -

2046 - -

2047 - -

Total $714,864,800 $1,012,837,640
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6
7

Numbers may not total due to rounding to nearest dollar.

The Senior Series 2013 Bonds have a lien on Net Revenues. Principal of and interest on the Senior Series 2013 Bonds does not reflect the application of PFCs to the payment of debt service on the Senior Series 2013
Bonds.

The Subordinate Series 2010 Bonds have a lien on Subordinate Net Revenues on parity with the other Subordinate Obligations (including the Subordinate Series 2017 Bonds). Principal of and interest on the Subordinate
Series 2010 Bonds does not reflect the application of PFCs to the payment of debt service on the Subordinate Series 2010 Bonds.

Does not reflect the application of the Federal Direct Payments (the cash subsidy payments the Authority expects to receive from the United States Treasury equal to a portion of the interest payable on the Subordinate
Series 2010C Bonds) to the payment of debt service on the Subordinate Series 2010 Bonds.

Debt Service on the Subordinate Revolving Obligations (which may be outstanding from time to time in an aggregate principal amount of up to $125 million at any one time) and the Subordinate Drawdown Bonds (which
may be outstanding from time to time in an aggregate principal amount of up to $100 million at any one time) are not reflected in this table. As of the date of this Official Statements, $58,988,000 aggregate principal
amount of Subordinate Revolving Obligations will be outstanding at the time of issuance of the Subordinate Series 2017 Bonds, and a portion of the proceeds of the Subordinate Series 2017 Bonds will be used to repay
$32,550,000 aggregate principal amount of the Subordinate Revolving Obligations. As of the date of this Official Statement, there are no Subordinate Drawdown Bonds outstanding.

The Subordinate Series 2017 Bonds have a lien on Subordinate Net Revenues on parity with the other Subordinate Obligations.

Includes interest on the Subordinate Series 2017 Bonds through [January/July] 1, 20[__1, to be paid from a portion of the proceeds of the Subordinate Series 2017 Bonds.

Source: San Diego County Regional Airport Authority [and Morgan Stanley & Co. LLC (only with respect to debt service on the Subordinate Series 2017 Bonds)].
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Future Financings

After the issuance of the Subordinate Series 2017 Bonds, the Authority expects to issue
approximately $[410] million of Additional Senior Bonds in late-2018 to pay a portion of the costs of the
Capital Program. See “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT.” The
forecasts in the Financial Feasibility Report assume the issuance of Additional Senior Bonds in Fiscal
Year 2019. See “APPENDIX A—FINANCIAL FEASIBILITY REPORT.”

During the Feasibility Consultant’s projection period (through Fiscal Year 2023), the Authority
may pursue additional capital projects beyond those described in the preceding paragraph and Additional
Senior Bonds and/or Additional Subordinate Obligations may be issued to fund such additional projects.
These projects and the funding therefor are not included in the projections included in the Financial
Feasibility Report. See “CERTAIN INVESTMENT CONSIDERATIONS—Unavailability of, or Delay
in, Anticipated Funding Sources.” See also the Financial Feasibility Report for a discussion of certain
projects the Authority is considering undertaking, including the Airport Development Plan. Additionally,
the Authority continuously evaluates refunding opportunities and, when economically beneficial, may
refund one or more Series of Senior Bonds and/or Subordinate Obligations.

Other Obligations
Lease Commitments.

Operating Leases. In connection with the Transfer, the Authority entered into several leases
with the Port District. The Authority is leasing from the Port District the land used for SDIA for $1 per
year, for 66 years, through December 31, 2068. In addition, the Authority leases from the Port District
90.67 acres of the former General Dynamics property on Pacific Highway adjacent to SDIA for 66 years
commencing January 1, 2003 (the “General Dynamics Lease”). The General Dynamics Lease calls for
rent payments of $6,826,656 annually through December 31, 2068. A portion of the land is leased back
to the Port District for employee parking for Port District administration building employees and is leased
back by the Port District at the same fair market unit value per square-foot as paid by the Authority. The
Authority and the Port District also have entered into a lease for 47.54 acres on North Harbor Drive (the
“TDY Property”), commencing January 1, 2005 and expiring December 31, 2068 (the “TDY Lease”).
The Authority pays the Port District $3 million annually to lease the TDY Property.

The Authority also entered into a lease with the Port District, commencing September 1, 2006, for
a property located at 2415 Winship Lane, known as the “Sky Chef” property. The term of the lease is 60
years with $350,000 in annual rental.

Under current law, in the event SDIA is relocated and the current location is no longer used by
SDIA for airport purposes, all of the Authority’s leases with the Port District would terminate and the
right to use the property subject to those leases would revert to the Port District. See “CERTAIN
INVESTMENT CONSIDERATIONS—State Tidelands Trusts.”

Lease payments pursuant to the above-described operating lease agreements constitute Operation
and Maintenance Expenses of the Airport System, and thus payment thereof is senior in priority to
payment of the Senior Bonds and the Subordinate Obligations (including the Subordinate Series 2017
Bonds). All such leases are treated as operating leases by the Authority.
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As of July 1, 2017, the Authority estimated that its future rental commitments under the above
described operating lease agreements will be in the amounts described in the following table.

TABLE 4
San Diego County Regional Airport Authority
Future Rental Commitments

Fiscal Year Rental Payments
2018 $10,172,520
2019 10,172,520
2020 10,172,520
2021 10,172,520
2022 10,172,520

2023-2026 50,862,600 *

2028-2031 50,862,600 *

2033-2036 50,862,600 *
2038-2041 50,862,600 *
2043-2046 50,862,600 *
2048-2051 50,862,600 *
2053-2056 50,862,600 *
2058-2061 50,862,600 *
2063-2066 50,862,600 *
2068-2069 15,258,780 *
Total $523,884,780

! Total rental payments due during five Fiscal Year period.
Rental payments are $10,172,520 in each Fiscal Year.

2 Includes $10,172,520 of rental payments for Fiscal Year
2068 and $5,086,260 of rental payments for Fiscal Year
2069. The current expiration dates of the leases is
December 31, 2068.

Source: San Diego County Regional Airport Authority

Capital Leases. The Authority also has entered into several equipment leases due to expire in
2020. These equipment leases require monthly payments of $6,849 and are treated as capital leases by
the Authority.

RDC Installment Purchase Agreement. The Authority and AFCO CRDC SAN LLC (“*AFCO”)
entered into an Installment Purchase Agreement, dated March 15, 2011 (the “RDC Installment Purchase
Agreement”), pursuant to which AFCO agreed to design, build and finance a receiving and distribution
center (“RDC”) at SDIA, and the Authority agreed to lease the RDC from AFCO for a term of 20 years
commencing in November 2012 (the date of completion of the RDC). The RDC is a 21,000 square-foot
building that provides a single receiving point for most goods delivered to SDIA. Distribution of these
goods to various locations at SDIA is conducted by a single delivery service provided by Bradford
Logistics. Pursuant to the RDC Installment Purchase Agreement, the Authority pays AFCO a monthly
installment payment of $73,108. The installment payments are payable from any legally available
moneys of the Authority after the payment of the Operation and Maintenance Expenses of the Airport
System, the debt service and reserve fund requirements on the Senior Bonds and the Subordinate
Obligations (including the Subordinate Series 2017 Bonds), and the required deposits to the Operation
and Maintenance Reserve Subaccount and the Renewal and Replacement Subaccount.
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Special Facility Obligations. Pursuant to the Master Senior Indenture, the Authority may
designate an existing facility or a planned facility as a “Special Facility” and may incur indebtedness in
order to acquire, construct, renovate or improve such facility or to finance the acquisition, construction,
renovation or improvement thereof by a third party. Additionally, the Authority may provide that all
contractual payments derived by the Authority from such Special Facility, together with other income and
revenues available therefrom (but only to the extent such payments, income and revenue are necessary to
make the payments of principal of and interest on such Special Facility Obligations as and when the same
become due and payable, all costs of operating and maintaining such Special Facility not paid for by the
operator thereof or by a party other than the Authority and all sinking fund, reserve or other payments
required by the resolution authorizing the Special Facility Obligations as the same become due), will
constitute “Special Facilities Revenue” and will not be included in Revenues, Net Revenues or
Subordinate Net Revenues. Such indebtedness will constitute a “Special Facility Obligation” and will be
payable solely from the Special Facilities Revenue. When Special Facility Obligations issued for a
Special Facility are fully paid or otherwise discharged, all revenues received by the Authority from such
facility will be included as Revenues. To the extent Special Facility Revenues exceed the amounts
required to pay the principal of and interest on Special Facility Obligations when due, to the extent not
otherwise encumbered, the excess may constitute Revenues as determined by the Authority.

In February 2014, the Authority issued $305,285,000 aggregate principal amount of its Senior
Special Facilities Revenue Bonds (Consolidated Rental Car Facility Project) Series 2014A and Series
2014B (the “Series 2014 Special Facilities Bonds™) to finance a portion of the costs of the development
and construction of a consolidated rental car facility (the “Rental Car Center”) and related improvements
at SDIA. The Series 2014 Special Facilities Bonds are special limited obligations of the Authority,
payable solely from and secured by a pledge of (a) the CFCs collected by the rental car companies
operating at SDIA, (b) under certain circumstances, “Bond Funding Supplemental Consideration” payable
by the rental car companies operating at SDIA, and (c) certain funds and accounts. The Series 2014
Special Facility Bonds are not, in any way, secured by, or payable from, Revenues. See “SAN DIEGO
INTERNATIONAL AIRPORT—EXisting Facilities” and “AGREEMENTS FOR THE USE OF
AIRPORT FACILITIES—Rental Car Agreements.”

Senior and Subordinate Repayment Obligations. Under certain circumstances, the obligation of
the Authority, pursuant to a written agreement, to reimburse the provider of a Credit Facility or a
Liquidity Facility (a “Repayment Obligation™) may be secured by a pledge of and lien on Net Revenues
on parity with the Senior Bonds or secured by a pledge of and lien on the Subordinate Net Revenues on
parity with the Subordinate Obligations (including the Subordinate Series 2017 Bonds). If a Credit
Provider or Liquidity Provider advances funds to pay principal of or purchase Senior Bonds, all or a
portion of the Authority’s Senior Repayment Obligation may be afforded the status of a Senior Bond
under the Senior Indenture. If a Credit Provider or Liquidity Provider advances funds to pay principal of
or purchase Subordinate Obligations, all or a portion of the Authority’s Subordinate Repayment
Obligation may be afforded the status of a Subordinate Obligation under the Subordinate Indenture. As
of the date of this Official Statement, the Authority has no outstanding Senior Repayment Obligations or
Subordinate Repayment Obligations.  See “APPENDIX C—CERTAIN DEFINITIONS AND
SUMMARIES OF THE MASTER SUBORDINATE INDENTURE AND THE FIFTH
SUPPLEMENTAL  SUBORDINATE INDENTURE—SUMMARY OF THE MASTER
SUBORDINATE INDENTURE—Subordinate Repayment Obligations Afforded the Status of
Subordinate Obligations.”
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THE AUTHORITY
General

The Port District operated SDIA from 1963 until December 31, 2002. Pursuant to the Act, the
California Legislature created the Authority and transferred, by long-term lease, the operations of SDIA
to the Authority effective January 1, 2003.

The Authority is vested with four principal responsibilities: (a) operating the Airport System (the
main asset of which is SDIA); (b) planning and operating any future airport that could be developed as a
supplement or replacement to SDIA; (c) developing a comprehensive land use compatibility plan as it
may relate to the Airport System for the entire County; and (d) serving as the region’s airport land use
commission.

Board of Directors

The Authority is governed by a nine-member board of directors (the “Board”), with two or more
additional members serving as non-voting, ex-officio board members. Board members serve three-year
terms. Three members of the Board serve as the Executive Committee. Pursuant to the Act, the members
of the Board are appointed as follows: the Mayor of the City San Diego appoints three members (two of
which are subject to confirmation by the San Diego City Council); the Chair of the Board of Supervisors
of the County appoints two members (subject to confirmation by the Board of Supervisors of the County);
the mayors of the east county cities (EI Cajon, La Mesa, Lemon Grove and Santee) appoint one member;
the mayors of the north county coastal cities (Carlsbad, Del Mar, Encinitas, Oceanside and Solana Beach)
appoint one member; the mayors of the north county inland cities (Escondido, Poway, San Marcos and
Vista) appoint one member; and the mayors of the south county cities (Chula Vista, Coronado, Imperial
Beach and National City) appoint one member. The Board also consists of two non-voting, ex-officio
members, the District Director of the State Department of Transportation for the San Diego region and the
Department of Finance representative for the State Lands Commission, both of whom are appointed by
the Governor. The Board also may provide for additional non-voting, ex-officio members, including, but
not limited to, representatives of the United States Navy and the United States Marine Corps.
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The current members of the Board are set forth below.

Board Members

Occupation

Appointing Authority

Current Term
Expires

Executive Committee
C. April Boling (Chair)
Paul Robinson (Vice Chair)

Jim Janney

General Members
Greg Cox

Jim Desmond

Robert H. Gleason

Mark Kersey
Mary Sessom
Michael Schumacher

Ex-Officio Members
Laurie Berman

Eraina Ortega

Colonel Jason G. Woodworth

Certified Public Accountant

Partner, Hecht Solberg Robinson
Goldberg and Bagley LLP

Business Owner

San Diego County Supervisor

Mayor, City of San Marcos; Captain,
Delta Air Lines

President and Chief Executive Officer,
Evans Hotels

Councilmember, City of San Diego

College Instructor
Councilmember, City of Carlsbhad

District Director for the California

Department of Transportation, San Diego

Region
Chief Deputy Director, Policy at the

Department of Finance, State of
California

Commander, Marine Corps Air Station
Miramar

Mayor, City of San Diego

Chair, San Diego County
Board of Supervisors

Mayors, South County Cities

Chair, San Diego County
Board of Supervisors

Mayors, North County
Inland Cities

Mayor, City of San Diego

Mayor, City of San Diego
Mayors, East County Cities

Mayors, North County
Coastal Cities

Governor, State of California

Governor, State of California

United States Navy/United
States Marine Corps

January 31, 2018
January 31, 2020

January 31, 2018

January 31, 2019
January 31, 2018

January 31, 2020

January 31, 2019
January 31, 2019
January 31, 2020

N/A

N/A

N/A

The fundamental powers and functions of the Authority are established by the Act. The Act

empowers the Board to adopt more specific rules to guide the conduct of the Board, officers and
employees of the Authority, and those persons and entities that interact with the Authority or utilize the
premises and property of the Authority. The Board has exercised that power by adopting codes that
govern and regulate the conduct of persons, organizations and other third parties that use the facilities
under the Authority’s jurisdiction; and policies that address the Authority’s internal operations and
governance.

Pursuant to its policies, the Board has established the following standing committees with the
following functions:

Audit Committee. The Audit Committee serves as a guardian of the public trust, acting
independently and charged with oversight responsibilities for reviewing the Authority’s internal controls,
financial reporting obligations, operating efficiencies, ethical behavior and regular attention to cash flows,
capital expenditures, regulatory compliance and operations. In addition to the Board members that serve
on the Audit Committee, three members of the public, appointed by the Board, serve on the Audit
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Committee. The Audit Committee’s responsibilities are as follows: (a) review regularly the Authority’s
accounting, audit and performance monitoring processes; (b) at the time of renewal, recommend to the
Executive Committee and the full Board its nomination for an external auditor and the compensation of
the auditor, and consider at least every three years, whether there should be a rotation of the audit firm or
the lead audit partner to ensure continuing auditor independence; (c) advise the Executive Committee and
the Board regarding the selection of the auditor; (d) be responsible for oversight and monitoring of
internal and external audit functions, and monitoring performance of, and internal compliance with,
Authority policies and procedures; (e) be responsible for overseeing the annual audit by the external
auditors and internal audits; and (f) make recommendations to the full Board with regard to all of the
foregoing.

Executive Committee.  The Executive Committee is responsible for overseeing the
implementation of the administrative policy of the Authority. The Executive Committee members may
not be included in the direct operation of the facilities and the airports under the jurisdiction of the
Authority, nor may they be included in the chain of command for purposes of emergency procedures.
The Executive Committee is required to conduct monthly meetings with the President/CEO and his or her
staff to review the operations of the Authority. Any policy recommendation from the Executive
Committee must be forwarded to the Board for consideration at a public meeting of the Board.

Executive Personnel and Compensation Committee. The Executive Personnel and
Compensation Committee evaluates the President/CEO, Auditor and General Counsel and makes
recommendations to the Board concerning their compensation. The Executive Personnel and
Compensation Committee also reviews and makes recommendations regarding Board Member
compensation.

Finance Committee. The Finance Committee is established to oversee the financial performance
and condition of the Authority and review the operating and capital budget and financial plan, and major
financial policies or actions of the Authority. The Finance Committee is required to meet at least
guarterly each year.

Capital Improvement Program Oversight Committee. The Capital Improvement Program
Oversight Committee oversees the implementation of the Capital Improvement Program, which includes
the investigation and evaluation of the physical/functional, financial, environmental, community aspects,
intergovernmental coordination, and public communication/outreach related to all Capital Improvement
Program activities.

Each committee is required to include one Executive Committee member. All committee
appointments are for a one-year term. The Board may establish or maintain additional Board committees
from time to time as necessary or appropriate in accordance with the Authority’s policies.

Executive Management

Kimberly J. Becker, President and CEO. Kimberly J. Becker was appointed President and CEO
of the Authority on May 1, 2017. She brings with her nearly 30 years of experience in the aviation
industry. As President/CEO, Ms. Becker is responsible for management oversight of the Authority and
SDIA. Prior to joining the Authority, Ms. Becker served as Director of Aviation for the Norman Y.
Mineta San José International Airport (“San José Airport”), a position she assumed in September 2013.
Prior to being appointed the Director of Aviation for San José Airport, she was appointed the Chief
Operating Officer for the San José Airport in 2011, and the Assistant Director of Aviation at San José
Airport in 2008. Ms. Becker’s career in aviation and airport management has included operations and
environmental positions at Lockheed Air Terminal in Burbank, California, and Teterboro Airport in New
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Jersey. She previously served as President of the California Airports Council representing 33 commercial
service airports across the State and was on the Board of Directors for the Southwest Chapter of the
American Association of Airport Executives. Ms. Becker also previously served on the Board of
Directors for the San Jose Silicon Valley Chamber of Commerce, Joint Venture Silicon Valley and was
on the Advisory Board for San Jose State University's Aviation Program. Ms. Becker holds a bachelor's
degree in business administration from Indiana University of Pennsylvania, and a master's degree in
business administration/aeronautics from Embry-Riddle Aeronautical University based in Daytona Beach
Florida.

Scott M. Brickner, Vice President, Finance & Asset Management/Treasurer. Scott Brickner is
Vice President, Finance and Asset Management and Treasurer of the Authority. He has oversight of the
Authority’s Procurement, Small Business Development, Accounting, Financial Management, Business
Management, Information & Technology Services, and Business Development functions. Mr. Brickner
held various senior management positions in the private sector prior to joining the Authority in April
2009. Mr. Brickner received a Bachelor of Business Administration from Benedictine College in Kansas,
an MBA from St. Louis University, and has an active CPA license in the state of California. In 2016 he
received the CFO of the Year Award from the San Diego Business Journal.

Angela Shafer-Payne, Vice President, Operations Division. Angela Shafer-Payne is the Vice
President, Operations Division for the Authority. Ms. Shafer-Payne oversees airside and landside
operations, public safety and security, ground transportation and facilities maintenance. She has been
with SDIA since 1995, during which time she has held various leadership positions. One of Ms. Shafer-
Payne’s most notable achievements was her instrumental role in establishing and setting up the Authority,
effectually separating SDIA from its previous owner, the Port District. She has a bachelor’s degree in
Business Administration with a concentration in Aeronautical Studies and Meteorology from the
University of North Dakota. She also holds an Instrument Rated pilot license.

Jeffrey Woodson, Vice President, Development Division. Jeffrey A. Woodson is the Vice
President, Development Division for the Authority. Mr. Woodson joined SDIA in 2002. As Vice
President, Development Division, he is responsible for Facilities Development, Airport Desigh &
Construction, Airport Planning & Noise and Environmental Affairs. Mr. Woodson is currently
overseeing the Capital Program. In addition to major construction projects, he oversees both the Quieter
Home Program and Noise Monitoring Program. Prior to joining SDIA, Mr. Woodson served as the
Director of Management & Budget for the City of Dayton, Ohio and the City of Richmond, Virginia. He
also served as Assistant City Manager in Portsmouth, Virginia. Mr. Woodson has over 35 years of
experience working for government entities, including the Commonwealth of Virginia. He was
responsible for operating appropriations totaling $600 million in Dayton and $750 million in Richmond.
Mr. Woodson holds a Masters of Public Administration from Virginia Commonwealth University and a
Bachelor of Arts from Virginia State University. He is a graduate of the Management Excellence
Program sponsored by the Cooper Center for Public Service at the University of Virginia and the
Executive Leadership Institute program sponsored by the National Forum for Black Public
Administrators. Mr. Woodson is a member of the Government Finance Officers Association, the
National Forum for Black Public Administrators and the American Association of Airport Executives.
He has served on various boards, including the Board of Directors for the San Diego Council on Literacy
from 2005-2012, and the Board of the San Diego Workforce Partnership. Mr. Woodson also served as
the local Chapter President of the San Diego Tuskegee Airmen International from 2013-2015.

Mark Burchyett, Chief Auditor. Mark Burchyett is the Chief Auditor of the Authority. Mr.
Burchyett joined the Authority in 2005. Prior to joining the Authority, he served as the Director of
Internal Audit for St. Louis County, reporting to the St. Louis County Council. Mr. Burchyett’s three
years with St. Louis County were preceded by serving as the Director of Internal Audit for the St. Charles
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County Government. He worked as the Enterprise Risk Services Manager for Deloitte & Touche, LLP,
prior to his government service. Mr. Burchyett has served as a Senior Financial/Operational Auditor,
Regulatory Auditor, and an Accounting Instructor with Eastern Illinois University. Mr. Burchyett is
currently a part-time Accounting Instructor at Palomar College in San Marcos. He holds a Bachelor’s
degree and a Master’s in Business Administration from Eastern Illinois University. Mr. Burchyett is a
certified public accountant, a certified internal auditor, a certified fraud examiner, and a certified
information systems auditor. He also has accreditation in internal quality assessment/validation for
internal audit departments.

Amy Gonzalez, General Counsel. Amy Gonzalez serves as the General Counsel for the
Authority. She has served as an attorney representing the Authority since 2003. Prior to joining the
Authority, Ms. Gonzalez served as a Deputy City Attorney for the Department of Airports of the City of
Los Angeles, California, operator of Los Angeles International Airport, Van Nuys and Palmdale Regional
Airports. She has over 20 years of experience representing public entities, and, for the past 17 years, her
practice has specialized in airport matters dealing with aircraft noise, rates and charges, transportation, the
environment, eminent domain, contracts, concessions, revenue diversion and real property. Ms. Gonzalez
graduated from St. Louis University and received a Juris Doctor from Pepperdine University School of
Law. She is an adjunct professor of law at California Western School of Law.

Employees and Labor Relations

The Authority employs approximately 410 full-time employees. Approximately 130 of these
employees (primarily maintenance workers, airport traffic officers and certain supervisors) are members
of the Teamsters Local 911 labor union. Labor relations with respect to those 130 employees are
governed by a labor agreement between the Authority and Teamsters Local 911, which will expire on
September 30, 2017. The Authority and Teamsters Local 911 are currently negotiating a new labor
agreement, which is expected to be brought to the Board for approval in late summer 2017.

Approximately 10 of the Authority’s employees are members of a classified service group. Labor
relations with respect to these employees is governed by state law applicable to classified service
employees. The remaining employees of the Authority are not subject to any collective bargaining
agreement.

The Authority has never experienced any disruption in its operations due to labor related matters.
SAN DIEGO INTERNATIONAL AIRPORT
Introduction

SDIA is located approximately three miles northwest of downtown San Diego on approximately
661 acres of land. SDIA is bounded by San Diego Bay, military facilities and residential areas.
Dedicated on August 16, 1928, SDIA was originally named “San Diego Municipal Airport—Lindbergh
Field.” SDIA gained international airport status in 1934 when it became the first federally certified
airfield to serve all aircraft types, including seaplanes. World War Il brought significant change to the
airfield when the U.S. Army Air Corps took it over in 1942 to support the war effort. The infrastructure
of SDIA was improved to handle the heavy bombers being manufactured in the region during the war.
This transformation, including an 8,750-foot runway (now 9,401 feet), made SDIA jet-ready long before
jet passenger planes came into widespread service.

SDIA is located on land leased from the Port District. The leases for most of the land leased from
the Port District expire in 2068. The land upon which SDIA is located is held in trust by the Port District
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pursuant to certain tideland land grants from the State to the Port District. Under current law, in the event
SDIA is relocated and the current location is no longer used by the Authority for airport purposes, all of
the Authority’s leases with the Port District would terminate and the right to use the property subject to
those leases would revert to the Port District.

According to ACI statistics, SDIA is the busiest single-runway commercial airport in the United
States. SDIA is classified by the FAA as a “large air traffic hub” (an airport that enplanes over 1.0% of
the total domestic passengers in the United States). As of June 30, 2017, SDIA handled air transportation
for 23 major and commuter passenger airlines. In Fiscal Year 2016, SDIA enplaned approximately
10.2 million passengers (which represented an approximately 5.1% increase in enplaned passengers from
the fiscal year ended June 30, 2015). For the calendar year ended December 31, 2016, approximately
96% of the passengers using SDIA were O&D passengers. According to ACI statistics, for the calendar
year ended December 31, [2015] (the latest available information from ACI), SDIA was ranked as the
[27"] busiest airport in the country as measured by total number of enplaned and deplaned passengers.

Pursuant to the Act, the Authority was required to study alternative sites for relocating SDIA and
proposing a county-wide ballot measure regarding the relocation of SDIA. After a thorough study, the
Authority concluded that the best alternative for relocating SDIA was to obtain approximately 3,000 acres
at Marine Corps Air Station-Miramar and to construct a new airport on this site. In November 2006, the
voters of the County voted against the Authority’s proposal to move SDIA to Marine Corps Air Station-
Miramar. At this time, the Board does not plan to pursue relocation of SDIA from its current location.

Existing Facilities

The existing airfield consists of one east-west runway (Runway 9/27), which is 9,401 feet long
and 200 feet wide. Runway 9/27 has sufficient capacity and is of sufficient strength to permit the
operation of most existing commercial aircraft, including most large widebody aircraft. However, natural
and man-made obstructions, including rising terrain, trees and buildings to the west and east of SDIA
limit the effective length of the runway for certain aircraft. This limitation reduces range and/or payload
capability depending on the aircraft type and the operating rules of a given carrier. Each aircraft is
different with respect to, among other things, its empty weight, engine type, thrust variant, desired
payload capability, and desired range. For example, the Boeing 787 is not affected by these runway
limitations due to improved airfield performance capabilities. Runway 9/27 is equipped with high-
intensity runway lighting and supports both precision and non-precision approaches. SDIA has a system
of taxiways leading to and from the terminal area on the south side of SDIA, and to and from the north
side of SDIA which is used by cargo and general aviation aircraft. See “CERTAIN INVESTMENT
CONSIDERATIONS—REestrictions on Airport Facilities and Operations.”

Passenger services at SDIA are located in two terminals, Terminal 1 and Terminal 2 (consisting
of Terminal 2 East and Terminal 2 West). Terminals 1 and 2 provide a total of 51 aircraft gates.
Terminal 1, the oldest terminal at the Airport, was opened in 1967 and renovated in 1994 and 1997.
Terminal 1 is approximately 257,500 square-feet, with 19 aircraft gates. Terminal 2 East was opened in
1979 and is a two-story, approximately 225,700 square-foot facility with 13 aircraft gates. Terminal 2
West was opened in 1998 and expanded in 2013 and is a two-story, approximately 786,600 square-foot
facility with 19 aircraft gates.

Approximately 5,221 public parking spaces, operated by the Authority, are available at the
Airport, including (a) approximately 2,151 short-term parking spaces located directly in front of Terminal
1 and Terminal 2, (b) approximately 2,615 long-term parking spaces located in two remote lots,
(c) approximately 97 spaces in a free cell phone lot located east of the Authority’s administration offices,
and (d) approximately 456 valet parking spaces, with curb-side drop-off in front of Terminals 1 and 2. A
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portion of the Terminal 2 parking lot is currently closed while the new Terminal 2 West Parking Plaza is
constructed (see “PLAN OF FINANCE AND APPLICATION OF SUBORDINATE SERIES 2017
BOND PROCEEDS” and “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT—Capital
Program”). The Terminal 2 West Parking Plaza will contain approximately 2,900 parking spaces, which
will provide a net 1,700 more parking spaces than are currently available at SDIA. The Terminal 2 West
Parking Plaza is scheduled to open in the Summer of 2018.

The on-Airport rental car companies operate from the newly constructed “Rental Car Center” that
consists of a customer service building, ready/return, “quick turnaround” and staging/storage areas with
approximately 5,400 parking spaces, and fueling, car wash and light maintenance facilities, and is located
on approximately 24.8 acres on the north-side of the Airport. The Rental Car Center opened in January
2016. A shuttle bus system transports passengers from the terminals to the Rental Car Center. See
“OUTSTANDING OBLIGATIONS AND DEBT SERVICE SCHEDULE—Other Obligations—Special
Facility Obligations” and “AGREEMENTS FOR THE USE OF AIRPORT FACILITIES—Rental Car
Agreements.”

Air cargo facilities at the Airport currently provide approximately 69,000 square feet of building
space in three buildings on approximately 291,596 square-feet of land. The Authority is currently in the
process of selecting a developer to design, build, finance, operate and maintain new air cargo facilities
and an aircraft ramp on the northside of the Airport (the “North Cargo Facility”). See “DEVELOPMENT
OF SAN DIEGO INTERNATIONAL AIRPORT—Third-Party Financed Projects” for additional
information on the North Cargo Facility.

Various other facilities located at the Airport include, among others, a control tower, central
utilities plant and fuel facilities are located at the Airport or on land located near the Airport. The
previous Commuter Terminal, a three-story building with approximately 133,000 square-feet, serves as
the offices of the Authority.
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Air Carriers Serving SDIA

As of June 30, 2017, 22 passenger airlines provided daily service from SDIA to a total of 53 U.S.
cities and 9 foreign cities, and 5 air carriers provided scheduled all-cargo service at SDIA. The following
table sets forth the air carriers serving SDIA as of June 30, 2017. See “AIRLINE INDUSTRY
INFORMATION.”

TABLE 5
San Diego International Airport
Air Carriers Serving San Diego International Airport
(As of June 30, 2017)

Scheduled U.S. Carriers Foreign Flag Carriers All-Cargo Carriers
Alaska Airlines'? Air Canada Rouge® Atlas Air, Inc.
Allegiant British Airways Ameriflight
American Airlines Condor FedEx
Compass Air® Edelweiss United Parcel Service
Delta Air Lines Japan Airlines West Air, Inc.
Frontier Airlines Jazz Aviation®
Hawaiian Airlines WestJet Airlines

Horizon Air**
JetBlue Airways
SkyWest Airlines’
Southwest Airlines
Spirit

Sun Country Airlines
United Airlines
Virgin America’

! Alaska Airlines and Horizon Air Industries are separately certificated airlines owned by Alaska Air Group, Inc. (“Alaska Air
Group”).

2 In December 2016, Alaska Air Group acquired Virgin America Inc. Alaska and Virgin currently are operating under separate
FAA certificates, but are expected to begin operating under one certificate in the first quarter of 2018.

% An affiliate of and doing business as American Airlines and Delta Air Lines.

4 An affiliate of and doing business as Alaska Airlines.

® An affiliate of and doing business as United Express, Delta Connection and Alaska Airlines.

® Air Canada has entered into an Airline Lease Agreement, but service at the Airport is provided by Air Canada Rouge and Jazz
Aviation.

Source: San Diego County Regional Airport Authority

Aviation Activity

In Fiscal Year 2016, SDIA enplaned approximately 10.2 million passengers (which represented
an approximately 5.1% increase in enplaned passengers from the fiscal year ended June 30, 2015). For
the calendar year ended December 31, 2016, approximately 96% of the passengers using SDIA were
O&D passengers. According to ACI statistics, for the calendar year ended December 31, [2015] (the
latest available information from ACI), SDIA was ranked as the [27"] busiest airport in the country as
measured by total number of enplaned and deplaned passengers. As of April 1, 2017, passenger airlines
and cargo carriers were operating approximately 255 departures daily at SDIA.

The following table sets forth the total domestic and international enplanements and total

deplanements at SDIA for the last ten Fiscal Years and the first nine months of Fiscal Years 2016 and
2017.
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TABLE 6
San Diego International Airport
Total Enplanements and Deplanements

Enplanements Deplanements
Total
Percent Percent Enplanements
Fiscal Domestic of International of Total Percent Total Percent and Percent
Year Enplanements  Total Enplanements  Total Enplanements Change Deplanements Change Deplanements Change
2007 8,797,153 98.9% 94,916 1.1% 8,892,069 1.6% 8,861,770 1.5% 17,753,839 1.5%
2008 9,302,073 99.1 87,254 0.9 9,389,327 5.6 9,382,223 5.9 18,771,550 5.7
2009 8,450,723 99.0 85,051 1.0 8,535,774 9.1) 8,538,044 9.9 17,073,818 (9.0
2010 8,339,147 98.6 114,739 1.4 8,453,886 (1.0 8,463,709 0.9 16,917,595 (0.9)
2011 8,316,322 98.5 124,798 15 8,441,120 0.2) 8,427,612 0.4) 16,868,732 (0.3)
2012 8,323,734 97.1 251,741 2.9 8,575,475 1.6 8,562,938 1.6 17,138,413 1.6
2013 8,460,959 96.8 276,658 3.2 8,737,617 1.9 8,703,351 1.6 17,440,968 1.7
2014 8,745,640 96.3 336,604 3.7 9,082,244 3.9 9,062,886 4.1 18,145,130 4.0
2015 9,381,259 96.6 331,807 34 9,713,066 6.9 9,696,617 7.0 19,409,683 7.0
2016 9,848,924 96.5 357,298 35 10,206,222 51 10,190,948 51 20,397,170 51
First Nine Monthst
2016 7,309,224 96.6 259,113 34 7,568,337 - 7,577,065 - 15,145,402 -
2017 7,447,132 96.4 280,093 3.6 7,727,225 2.1 7,711,656 1.8 15,438,881 1.9

% July 1 through March 31. Results for the first nine months of Fiscal Year 2017 may not be indicative of results for the full Fiscal Year 2017.
Source: San Diego County Regional Airport Authority

The following table sets forth total revenue operations (landings and takeoffs) at SDIA for Fiscal
Years 2007 through 2016 and the first nine months of Fiscal Years 2016 and 2017.

TABLE 7
San Diego International Airport
Revenue Operations

Fiscal Total Operations
Year Operations' Growth
2007 225,444 (0.6)%
2008 240,289 6.6

2009 208,783 (13.1)

2010 194,509 (6.8)

2011 186,181 (4.3)

2012 186,196 0.0

2013 187,322 0.6

2014 187,757 0.2

2015 195,268 4.0

2016 194,151 (0.6)

First Nine Months?

2016 130,833 -
2017 133,009 1.6

! For revenue-related departures and arrivals.

2 July 1 through March 31. Results for the first nine months of Fiscal Year
2017 may not be indicative of results for the full Fiscal Year 2017.

Source: San Diego County Regional Airport Authority
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Air Cargo

The following table sets forth information concerning cargo traffic (enplaned and deplaned cargo)
over the last ten Fiscal Years and the first nine months of Fiscal Years 2016 and 2017.

TABLE 8
San Diego International Airport
Historical Enplaned and Deplaned Freight and U.S. Mail Cargo

(in tons)
Annual Annual Annual
Percentage Percentage Percentage

Fiscal Year Freight Change U.S. Mail Change Total Change

2007 157,478 (0.5)% 33,566 7.3% 191,044 0.8%
2008 128,456 (18.4) 16,067 (52.1) 144,523 (24.4)
2009 104,750 (18.5) 16,032 0.2) 120,782 (16.4)
2010 108,823 3.9 16,690 4.1 125,513 3.9
2011 122,204 12.3 16,802 0.7 139,005 10.7
2012 136,036 11.3 17,335 3.2 153,370 10.3
2013 138,760 2.0 18,265 54 157,025 2.4
2014 145,831 51 19,135 4.8 164,966 51
2015 157,229 7.8 21,386 11.8 178,614 8.3
2016 165,046 5.0 20,609 (3.6) 185,656 3.9

First Nine Months*

2016 105,532 - 15,919 - 121,452 -
2017 108,556 2.9 16,277 2.3 124,833 2.8

1 July 1 through March 31. Results for the first nine months of Fiscal Year 2017 may not be indicative of results for the
full Fiscal Year 2017.
Source: San Diego County Regional Airport Authority.

Enplanements by Air Carriers

The following table presents total enplanements for each air carrier serving SDIA for the last five
Fiscal Years. For Fiscal Year 2016, Southwest accounted for approximately 37.6% of the enplanements
at SDIA, 35.3% of the landed weight at SDIA and 14.5% of the operating revenues of the Authority.
Over the past five Fiscal Years, Southwest has enplaned about one-third of the passengers at SDIA. Since
approximately 96% of the passengers using SDIA are O&D passengers (based on calendar year 2016
enplanements), and the Authority relies very little on connecting enplanements, the Authority believes
that any reduction in service by Southwest would probably be absorbed by one or more other airlines
operating at SDIA.

[Remainder of page intentionally left blank.]
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Air Carrier

San Diego International Airport
Enplanements By Air Carriers
(Ranked on 2016 Results)*

TABLE 9

Southwest
American?
United®
Delta
Alaska®
Spirt
Virgin America*
JetBlue
Frontier
Hawaiian
British Airways
Japan Airlines
Air Canada
Sun Country Airlines
Volaris
Others®
Total Air Carrier

Regional

SkyWest®
Compass’
Horizon®
Other

Total Regional

Total Enplanements

2012 2013 2014 2015 2016
Fiscal Year Percent Fiscal Year Percent Fiscal Year Percent Fiscal Year Percent Fiscal Year Percent
2012 Share 2013 Share 2014 Share 2015 Share 2016 Share
3,252,290 37.9% 3,253,225 37.2% 3,352,870 36.9% 3,736,688 41.1% 3,840,455 37.6%
1,200,372 14.0 1,211,564 13.9 1,248,239 13.7 1,270,527 14.0 1,369,003 134
1,266,007 14.8 1,175,869 135 1,167,661 12.9 1,113,510 12.3 1,165,565 114
935,777 10.9 904,734 10.4 915,907 10.1 992,498 10.9 1,061,889 10.4
579,457 6.8 673,731 7.7 830,349 9.1 871,775 9.6 902,705 8.8
77,873 0.9 164,189 1.9 201,414 2.2 252,219 2.8 327,183 3.2
166,326 1.9 168,297 1.9 156,729 1.7 175,973 1.9 211,075 2.1
147,051 1.7 152,571 1.7 173,282 1.9 178,590 2.0 182,605 1.8
198,708 2.3 184,020 2.1 185,270 2.0 150,595 1.7 118,990 1.2
86,211 1.0 94,283 1.1 98,667 1.1 96,963 1.1 102,462 1.0
81,437 0.9 81,534 0.9 84,600 0.9 84,263 0.9 89,723 0.9
- 0.0 18,249 0.2 54,213 0.6 59,372 0.7 59,647 0.6
56,470 0.7 45,058 0.5 36,636 0.4 41,175 0.5 48,985 0.5
15,889 0.2 23,836 0.3 27,276 0.3 28,732 0.3 34,886 0.3
45,589 0.5 30,885 0.4 23,285 0.3 20,004 0.2 21,343 0.2
43,634 05 43,212 05 39,664 04 41,129 05 51,341 05
8,153,091 95.1 8,225,257 94.1 8,596,062 94.6 9,114,013 93.8 9,587,857 939
263,144 3.1% 352,189 4.0% 341,365 3.8% 371,979 3.8% 301,592 2.9%
- - - - 8,563 0.1 140,012 14 249,723 2.4
5,900 0.1 77,392 0.9 84,000 0.9 83,764 0.9 64,758 0.6
153,340 18 82,779 0.1 52,254 0.1 3,298 <0.1 2,292 <0.1
422,384 _ 49 512,360 5.9 486,182 5.4 599,053 6.2 618,365 6.1
8,575,475 100.0% 8,737,617 100.0% 9,082,244 100.0% 9,713,066 100.0% 10,206,222 100.0%

1
2

Totals may not add due to rounding.
Effective December 9, 2013, AMR Corporation, along with its subsidiaries American Airlines and American Eagle, merged with US Airways Group, Inc. American Airlines and US Airways began

operating as a single airline (under the American brand) in October 2015. Enplanements are for both American and US Airways.

3

On October 1, 2010, United Airlines and Continental Airlines merged. United Airlines and Continental Airlines began operating as a single airline (under the United brand) in March 2012. Enplanements
are for both United Airlines and Continental Airlines.

* In December 2016, Alaska Air Group acquired Virgin America Inc. Alaska and Virgin currently are operating under separate FAA certificates, but are expected to begin operating under one certificate in the

first quarter of 2018.

“Others” includes airlines that ceased operating at SDIA during the period shown in the table, and airlines with a Fiscal Year 2016 market share of less than 0.5%.

5
6 An affiliate of and doing business as United Express, Delta Connection and Alaska Airlines.
7
8

An affiliate of and doing business as American Airlines and Delta Air Lines.

An affiliate of and doing business as Alaska Airlines.
Source: San Diego County Regional Airport Authority
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Landed Weight

The following table sets forth the total revenue landed weight for the largest passenger airlines
and cargo carriers serving SDIA for the last five Fiscal Years, ranked on Fiscal Year 2016 results.

TABLE 10
San Diego International Airport
Total Revenue Landed Weight
(Ranked on Fiscal Year 2016 Results)
(in thousands of Ibs.)*

2016% of
Airline/Cargo Carrier 2012 2013 2014 2015 2016 Total

Southwest 3,953,536 3,907,554 3,925,362 4,214,314 4,257,162 35.3%
American’ 1,344,140 1,339,751 1,349,554 1,359,911 1,467,922 12.2
United® 1,502,203 1,387,854 1,340,736 1,227,974 1,250,500 104
Delta 1,047,068 1,023,608 1,016,878 1,077,103 1,153,074 9.6
Alaska* 648,359 750,000 884,727 888,065 924,310 1.7
FedEx 452,453 451,797 419,127 384,686 444,038 3.7
SkyWest® 306,789 428,595 396,054 408,608 359,197 3.0
Spirit 98,931 208,200 245,669 296,925 351,977 2.9
Compass® - - 10,979 172,754 307,793 2.6
Virgin America* 208,253 235,934 232,136 240,781 281,411 2.3
JetBlue 166,232 168,080 189,979 193,848 199,232 1.7
British Airways 167,440 163,760 166,980 166,980 183,760 15
Hawaiian 118,088 140,637 147,325 146,284 147,406 1.2
Japan Airlines - 47,125 138,700 138,700 139,080 1.2
United Parcel Service 120,454 118,180 121,742 127,660 135,318 11
Others 685,956 644,639 600,817 479,127 445,964 3.7

Total 10,819,901 11,015,716 11,186,765 11,523,720 12,048,144 100.0%

Annual % Change 2.0% 1.8% 1.6% 3.0% 4.6%

1
2

Totals may not add due to rounding.

Effective December 9, 2013, AMR Corporation, along with its subsidiaries American Airlines and American Eagle, merged with US

Airways Group, Inc. American Airlines and US Airways began operating as a single airline (under the American brand) in October

2015. Enplanements are for both American and US Airways.

On October 1, 2010, United Airlines and Continental Airlines merged. United Airlines and Continental Airlines began operating as a

single airline (under the United brand) in March 2012. Enplanements are for both United Airlines and Continental Airlines.

4 In December 2016, Alaska Air Group acquired Virgin America Inc. Alaska and Virgin currently are operating under separate FAA
certificates, but are expected to begin operating under one certificate in the first quarter of 2018.

5 An affiliate of and doing business as United Express, Delta Connection and Alaska Airlines.

® An affiliate of and doing business as American Airlines and Delta Air Lines.

Source: San Diego County Regional Airport Authority

3

Emergency Preparedness

The Authority has an approved Airport Emergency Plan (“AEP”) as required under FAA
regulations. The AEP addresses essential emergency-related and deliberate actions planned to ensure the
safety of and emergency services of the populace of SDIA and the surrounding communities.

The Authority also has prepared a Business Continuity Plan (“BCP”) to assist the organization in
managing (a) minor events - business disruptions impacting a single Authority function/department, (b)
moderate events — business disruptions impacting multiple Authority functions/department, and (c) major
events — business disruptions impacting the entire Authority/SDIA. The plan contains information on
emergency contact details, strategies to mitigate impact, procedures to be implemented and
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communication processes to be followed in response to business disruptions. The BCP is to be initiated
at the outset of a disruptive event and includes operating SDIA during the emergency situation and
business recovery steps to return the operation back over to regular management after the BCP leader
deems the recovery to be complete.

The BCP, and all its components, are reviewed annually and a tabletop exercise conducted to test
the readiness of the plan. Every two to three years, the BCP is subject to a full test during the execution
of the testing of the AEP.

All employees of the Authority are responsible for maintaining the continuous operation of the
organization in the event of a disaster. The BCP includes a recommended schedule to ensure that all
employees undergo on-going training. While the BCP does not include recovery activities that are part of
the AEP, it is the intent of management that both plans work in tandem with each other during an
emergency incident. The Authority’s internal Audit department periodically reviews the BCP and
provides comments and suggestions for its improvement.

The Authority has developed, tested and evaluated a comprehensive set of emergency procedures
for a probable disruptive event. These procedures and precautions seek to minimize the operational and
financial impact on SDIA and the Authority. However, the Authority cannot predict whether SDIA
would need to cease operations in the event of an emergency or what types of emergencies would cause
SDIA to cease operating. The Authority is not able to predict for how long SDIA would be closed and
whether the Authority’s reserves would be adequate to return SDIA to full operation in the event of a
cessation of operations due to an emergency.

AGREEMENTS FOR THE USE OF AIRPORT FACILITIES

The Authority has entered into, and receives payments under, different agreements with various
airlines and other parties, including operating and lease agreements relating to landing fees and the
leasing of space in terminal buildings, other building and miscellaneous leases regarding the leasing of
cargo and hangar facilities, and concession agreements relating to the sale of goods and services at SDIA.

Airline Lease Agreements

The Authority has entered into separate, but substantially similar, Airline Operating and Lease
Agreements (the “Airline Lease Agreements”) with 18 passenger airlines operating at SDIA (the
“Signatory Passenger Airlines”) and 5 all-cargo carriers (the “Signatory Cargo Carriers,” and together
with the Signatory Passenger Airlines, the “Signatory Airlines”). The Airline Lease Agreements cover
the use of and rate-setting mechanisms for the airfield and terminal facilities at SDIA. The Airline Lease
Agreements have a term commencing on July 1, 2013 and terminating on June 30, 2018, unless
terminated earlier pursuant to their terms. The Airline Lease Agreements may be terminated by the
Authority or by the Signatory Airlines with or without cause or default upon the giving of no less than
ninety days’ notice in writing to the other party of the intention to so terminate. The Signatory Airlines
and the Authority have begun negotiating a new airline operating and lease agreement, which the
Authority expects to be effective by July 1, 2018. Since the negotiations with the Signatory Airlines are
in their preliminary stages, the Authority cannot predict if certain terms of the new agreements will be
materially different from the existing agreements. If a new agreement is not entered into by July 1, 2018,
the Signatory Airlines will continue to operate at SDIA under the terms of the current Airline Lease
Agreements on a month-to-month basis.

Under the Airline Lease Agreements, the Signatory Passenger Airlines operating in Terminal 1
(Alaska, Frontier and Southwest) have exclusive rights to use “Exclusive Use Premises” which consist of
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ticket counters, associated passenger queuing areas, ticket and baggage service offices and operational
support areas. Under the Airline Lease Agreements, the Signatory Passenger Airlines operating in
Terminal 2 (Air Canada, Allegiant, American, British Airways, Condor, Delta, Edelweiss, Hawaiian,
Japan, JetBlue, Spirit, Sun Country, United, Virgin and WestJet) operate under “Common Use Premises”
for ticket counters, free-standing self-service kiosks, skycap podiums, curbside positions and queuing
areas, and “Exclusive Use Premises” for ticket and baggage offices and operation support offices. The
Signatory Passenger Airlines in both Terminals 1 and 2 also receive the nonexclusive right to use “Joint-
Use Premises,” which include baggage claim areas and passenger holdrooms; and “Landing Areas,”
which include runways, taxiways, apron areas, roadways and other areas providing for landing, takeoff,
handling, servicing, loading and unloading, and other operations of aircraft. The Airline Lease
Agreements provide for common-use gates and preferential-use gates (provided the Signatory Passenger
Airline satisfies certain operating thresholds) and do not permit gates to be assigned on an exclusive-use
basis.

Pursuant to the Airline Lease Agreements, the landing fees at SDIA are calculated based on a
residual rate-setting methodology and the terminal rental rates at SDIA are calculated based on a
compensatory rate-setting methodology. Each Signatory Airline is required to pay landing fees on a
monthly basis equal to the landed weight of each such Signatory Airline’s planes which landed at SDIA
for such month multiplied by the landing fee rate. The landing fee rate is equal to the airfield area net
requirement divided by the total landed weight for all planes landing at SDIA. The airfield area net
requirement is calculated as: (a) the sum of Operation and Maintenance Expenses of the Airport System
attributable or allocable to the airfield, bond and other debt service attributable or allocable to the airfield,
amortization charges attributable or allocable to the airfield, and reserve requirements attributable or
allocable to the airfield; minus (b) the sum of certain airfield area adjustments, including, among others,
terminal apron parking charges, overnight parking charges, fuel flowage fees, non-signatory landing fees,
and federal, state and local grants and PFCs used to offset bond and other debt service attributable or
allocable to the airfield.

Each Signatory Passenger Airline is required to pay terminal rentals on a monthly basis equal to
the total area of the terminals allocable to each such Signatory Passenger Airline multiplied by the
terminal rental rate. The terminal rental rate is equal to the terminal area net requirement divided by the
total area of rentable premises in the terminal. The terminal area net requirement is calculated as: (a) the
sum of Operation and Maintenance Expenses of the Airport System attributable or allocable to the
terminal, bond and other debt service attributable or allocable to the terminal, amortization charges
attributable or allocable to the terminal, and reserve requirements attributable or allocable to the terminal;
minus (b) the sum of certain terminal area adjustments, including among others, non-signatory airline
terminal rentals, FIS charges, and federal, state and local grants and PFCs used to offset bond and other
debt service attributable or allocable to the terminal.

Pursuant to the Airline Lease Agreements, in addition to landing fees and terminal rentals, the
Signatory Passenger Airlines are required to pay other fees and charges, including among others, security
charges, Common Use System Support Charges, terminal apron parking charges and remain overnight
parking charges.

Pursuant to the Airline Lease Agreements, for each Fiscal Year, the Authority is required to
develop estimated landing fee rates, terminal rental rates, security surcharge, common use system support
charges, terminal apron parking charges and overnight parking charges based on the Authority budget for
such Fiscal Year. Before formally adopting the budget, and any resulting rental, fees, or charges, the
Authority must consult with the Signatory Airlines and consider their comments regarding the budget and
the calculation of the estimated rentals, fees, and changes. Pursuant to the Airline Lease Agreements, the
Authority will review the rentals, fees, and charges throughout the Fiscal Year (“interim review”) and at a
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minimum for January 1 of each Fiscal Year (“mid-year review”). If during any interim or mid-year
review the Authority finds that the actual expenses and/or activity levels vary by more than 5% from
those originally estimated by the Authority, whether more or less, Authority may, after consultation with
the Signatory Airlines, adjust the rentals, fees, and charges.

Within seven months after the close of each Fiscal Year, the Authority will calculate the final
rentals, fees and charges based on actual expenses and activities for the Fiscal Year. Any difference
between the rentals, fees, and charges for these charges paid by the Signatory Airlines versus the rentals,
fees, and charges to be paid based on actual expenses and activity for the Fiscal Year either will be
refunded by the Authority to the Signatory Airlines or the Signatory Airlines will pay the Authority. Any
amount due the Signatory Airlines as a result of such final accounting will be paid in the form of a cash
payment to the Signatory Airlines in the next ensuing month. Any amount due the Authority as a result
of such final accounting will be invoiced to the Signatory Airlines and due and payable on or before the
tenth day of the next ensuing month.

The Airline Lease Agreements do not require the Authority to receive the approval of the
Signatory Airlines for the construction of the Master Plan, the Capital Program, the Airport Development
Plan or any other capital improvements at SDIA.

In an effort to better match capacity with demand in some markets, certain Signatory Passenger
Airlines have entered into agreements with affiliated airlines to operate smaller aircraft on behalf of those
Signatory Passenger Airlines. “Affiliate Airlines” are airlines that (a) have been designated by a
Signatory Passenger Airline to operate at SDIA as its Affiliate, (b) have executed an Affiliate Airline
Operating Agreement with the Authority and the Signatory Passenger Airline, (c) operate their air service
at SDIA as the Signatory Passenger Airline under a shared International Air Transportation Association
flight designator code, (d) are either wholly-owned by the Signatory Passenger Airline, a subsidiary of the
same corporate parent as the Signatory Passenger Airline, or under contract to the Signatory Passenger
Airline with respect to its operations as an Affiliate at SDIA, (e) do not sell seats in its own name on any
aircraft operated at SDIA, and (f) sell all seats on any aircraft operated at SDIA in the name of the
Signatory Passenger Airline. The Affiliate Airline Operating Agreements with the Affiliate Airlines
allow the Affiliate Airlines to operate at SDIA on behalf of the applicable Signatory Passenger Airlines
without the Affiliate Airline having to enter into an Airline Lease Agreement. Generally, the same rates,
fees and charges applicable to the Signatory Passenger Airline’s operations at SDIA also apply to the
Affiliate Airline’s operations at SDIA. In the event an Affiliate Airline fails to pay fees and charges to
the Authority, the applicable Signatory Passenger Airline is responsible for the fees and charges billed to
its Affiliate Airline. The following table sets forth the Signatory Passenger Airlines and their current
Affiliate Airline relationships at SDIA.
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TABLE 11
San Diego International Airport
Signatory Passenger Airlines and Their
Affiliated Airlines

Signatory

Passenger Airline Affiliated Airline
Air Canada Air Canada Rouge
Air Canada Jazz Aviation
Alaska Airlines Horizon Air
Alaska Airlines SkyWest Airlines
American Airlines Compass Air
Delta Air Lines SkyWest Airlines
Delta Air Lines Compass Air
United Airlines SkyWest Airlines

Source: San Diego County Regional Airport Authority

See “FINANCIAL INFORMATION—Summary of Financial Results” for information with
respect to aviation revenues collected by the Authority in Fiscal Year 2016.

Parking Agreement

The Authority has entered into an agreement with Ace Parking Management Inc. (“Ace
Management”) for the management of the parking facilities at SDIA. The agreement with Ace
Management expires on the latter of August 31, 2018 or until a certificate of occupancy is issued for the
new Terminal 2 West Parking Plaza (see “DEVELOPMENT OF SAN DIEGO INTERNATIONAL
AIRPORT—Capital Program”). The agreement requires Ace Management to remit the gross revenues
from the parking facilities it operates, on a daily basis, to the Authority. As compensation for Ace
Management’s performance under the agreement, the Authority pays Ace Management a fixed annual
management fee and reimburses Ace Management for certain expenses incurred in the management and
operation of the parking facilities.

The Authority sets rates for parking in the Authority’s public parking lots. As of January 1, 2017,
long-term parking rates were $13 to $20 per day, depending on location, and short-term parking rates
were $4 for the first hour and a maximum of $32 for the first day, with every additional day being $32 per
day.

As of January 1, 2017, valet parking rates were $36 per day. Public parking accounted for
approximately $42.9 million of operating revenues in Fiscal Year 2016, equal to approximately 18.3% of
operating revenues or approximately 35% of nonairline revenues.

Rental Car Agreements

As of April 1, 2017, there were 16 rental car companies (operating a total of 23 brands)
authorized by the Authority to provide rental car services at SDIA. All of the major national brands are
represented at SDIA (Advantage, Alamo, Avis, Budget, Dollar, Enterprise, E-Z, Hertz, National, Thrifty
and ZipCar) as well as regional brands (Economy, Fox, Green Motion and Midway) and local brands (AL,
Ace, Airport Van Rental, Horizon, Mex Rent a Car, Pacific, Payless, and TravCar). Seventeen of the
brands lease space within and operate from the Rental Car Center (the “On-Airport Rental Car
Companies”). The remaining 6 brands operate off-Airport by shuttling passenger between the Rental Car
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Center and their off-Airport facilities (the “Off-Airport Rental Car Companies”). All rental car
companies operating at the Airport must use the busing system to transport passengers to the terminals.

The Authority and each of the On-Airport Rental Car Companies have entered into a Non-
Exclusive On-Airport Rental Car Concession Agreement (each a “Rental Car Concession Agreement”),
pursuant to which the Authority has granted to each of the Rental Car Companies the right to operate a
rental car concession at the Airport from the Rental Car Center on a nonexclusive basis for the purpose of
arranging rental car services for the benefit of Airport customers where such rental car service is
furnished by or on behalf of the Rental Car Company. Pursuant to the Rental Car Concession
Agreements, each of the On-Airport Rental Car Companies pay the Authority a monthly concession fee
equal to the greater of (a) a minimum monthly guarantee set forth in the Rental Car Concession
Agreements or (b) 10% of the monthly gross revenues of such On-Airport Rental Car Company. Each of
the Rental Car Concession Agreements expire on June 30, 2026. The On-Airport Rental Car Companies
have agreed that the Authority will have, at the Authority’s sole discretion, the option to extend the Rental
Car Concession Agreements for four separate 5-year periods. Each additional 5-year term for which this
option is exercised will commence at the expiration of the immediately preceding term. The Off-Airport
Rental Car Companies operated at the Airport pursuant to a Non-Exclusive Off-Airport Rental Car
Concession Agreement.

In addition to the Rental Car Concession Agreements, the Authority and each of the On-Airport
Rental Car Companies have entered into a “Rental Car Center Lease Agreement.” Pursuant to the terms
of the Rental Car Center Lease Agreements, the Authority agreed to construct the Rental Car Center and
the On-Airport Rental Car Companies have agreed to collect CFCs, pay Bond Funding Supplemental
Consideration in the event CFCs are not sufficient to pay debt service on the Series 2014 Special
Facilities Bonds, pay ground rent with respect to the respective space leased in the Rental Car Center, and
certain reimbursable operating and maintenance costs of the Rental Car Center. Only Rental Car
Companies that have entered into a Rental Car Concession Agreement are allowed to enter into a Rental
Car Lease Agreement.

Pursuant to Section 1936 of the California Civil Code, in March 2009 and May 2010, the Board
authorized the collection of a $10.00 per transaction CFC on rental cars rented from rental car companies
operating at SDIA. On October 4, 2012, the Board adopted an alternative CFC collection rate, pursuant
to Section 1936 of the California Civil Code, equal to $6.00 per transaction day, effective November 1,
2012; $7.50 per transaction day, effective January 1, 2014; and $9.00 per transaction day, effective
January 1, 2017 (each such rate limited to 5 transaction days per transaction). The CFC is collected by
the rental car companies from their customers and subsequently transferred to the Authority (or the trustee
for the Series 2014 Special Facilities Bonds). The CFC revenues were used and are being used to pay the
costs of the design and construction of the Rental Car Center, to pay the debt service on the Series 2014
Special Facilities Bonds, to fund certain funds and accounts associated with the Series 2014 Special
Facilities Bonds and the operation and maintenance of the Rental Car Center, and to provide for the
busing system between the terminals and the Rental Car Center. CFC revenues are not included in
Revenues and are not available for the payment of debt service on the Senior Bonds or the Subordinate
Obligations (including the Subordinate Series 2017 Bonds).

The Authority received approximately $27.8 million in payments (not including CFCs) from the

On-Airport Rental Car Companies and Off-Airport Rental Car Companies in Fiscal Year 2016. The
Authority recorded the receipt of approximately $33.2 million of CFC revenues in Fiscal Year 2016.
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Terminal Concessions, Advertising and Other Agreements

As part of its Concessions Development Program, the Authority entered into 18 leases with a
variety of vendors for 83 food, beverage and retail units at SDIA. The leases with respect to the food and
beverage units commenced or commence on the date the applicable concession space is available for
beneficial use by the vendor and expires on a date 10 years after such date of available use. The leases
with respect to the retail units commenced or commence on the date the applicable concession space is
available for beneficial use by the vendor and expires on a date 7 years after such date of available use.
The leases provide for rental payments equal to the greater of a minimum annual guarantee (“MAG”) or a
percentage of gross income. For Fiscal Year 2016, gross sales for food and beverage outlets were $70.4
million, providing approximately $10.4 million in operating revenues to the Authority (which equaled a
percentage of the gross sales for food and beverage outlets). For Fiscal Year 2016, gross sales for gift and
news outlets were $40.8 million, providing approximately $6.4 million in operating revenues to the
Authority (which equaled a percentage of the gross sales for gift and news outlets).

The Authority has entered into an advertising concession agreement with Joint Venture for the
Operation of the Advertising Concession (“Joint Venture”). The advertising concession agreement
expires on June 30, 2018 and provides for payments from Joint Venture equal to the greater of a MAG or
a percentage of gross income received by Joint Venture from advertisements at SDIA. For Fiscal Year
2016, gross advertising income was $2.9 million, providing approximately $2.0 million in operating
revenues to the Authority (which equaled the MAG).

The Authority also has entered into agreements with operators of vending machines, airport carts,
ATMs and certain other concessionaires. Most of these operators pay the Authority the greater of a MAG
or a percentage of gross income.

FINANCIAL INFORMATION
Summary of Financial Operations

Budgeting Process. The Authority operates as an enterprise fund and prepares its budget on the
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred. The Authority has one fund and is a separate, independent
and local government entity operating on a July 1 through a June 30 Fiscal Year.

The annual budget cycle includes the preparation of two budgets: one to be adopted by the Board
for the next Fiscal Year and a conceptual budget for the subsequent Fiscal Year that the Board approves
but does not adopt. The budget process usually begins in the fall with senior management collaborating
with the Board to update, review and formulate the strategies and initiatives that will drive business
performance. From October-January, the management team engages in cross-functional discussions to
arrive at key decisions and agreements. The effort is designed to align divisional requirements with the
Authority’s overall strategies and initiatives. The Board is briefed continually to solicit input and
direction throughout the process. As appropriate, strategic planning workshops and detailed briefings on
the proposed operating and capital program budgets are held with the Board.

In January, the budget staff reviews financial results of the first six months of the then-current
Fiscal Year. In February and March departments submit budget requests reflecting operating needs and
programs to achieve the Authority’s strategies and initiatives. Personnel, contractual services, utilities,
maintenance, supplies and materials, business development, employee support, fixed assets (property,
plant and equipment) and capital projects are proposed and reviewed. The Business & Financial
Management, Talent, Culture & Capability, Accounting, Information & Technology Services, Terminals
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& Tenants, Ground Transportation, Risk Management, Facilities Management and Facilities
Development departments analyze the requests and weigh the cost/benefit impact, where appropriate.
Meetings are held with each division to review their budget requests.

To ensure that the budget is funded adequately and to maintain the Authority’s strong financial
condition, the Financial Management team prepares an airline revenue budget that incorporates budget
expenditure requests into the rate setting formula to determine projected rates, fees and charges to the
airlines and non-airline revenue budget in consultation with the Business Management, Ground
Transportation and Air Service Development departments.

In April-June, proposed operational and capital program budgets are distributed to the Board and
a budget workshop is held to review the materials for input and guidance. The Board adopts the budget as
a whole, and it may be amended as required, with Board approval, at any time during the year.

On June 1, 2017, the Board adopted the budget for Fiscal Year 2018 and approved, in concept,
the budget for Fiscal Year 2019. The conceptual budget for Fiscal Year 2019 approved by the Board will
be brought back to the Board in 2018 for review, any needed revisions and final adoption.

In 2016 the Authority received its 12" consecutive Distinguished Budget Presentation Award
from the Government Finance Officers Association of the United States and Canada (“GFOA”) for its
annual budget for Fiscal Year 2017. The Authority also has submitted its Fiscal Year 2018 Budget to
GFOA for consideration of this award.

Fiscal Year 2018 Budget. Budgeted operating and non-operating revenues for Fiscal Year 2018
are $373.4 million, an increase of $28.4 million (or 8.2%) over Fiscal Year 2017 budgeted operating and
non-operating revenues. This increase can be primarily attributed to an increase in capital grant
contributions, building rentals, collection of security costs, certain concession revenues, ground
transportation revenues and CFCs. Budgeted expenses for Fiscal Year 2018 are projected to increase
$31.6 million, or 12.0%, over Fiscal Year 2017 budgeted expenses (which were $263.6 million). This
increase is primarily attributable to increases in debt service costs, personnel costs, parking and shuttle
operating costs, and Harbor Police costs. The Fiscal Year 2018 budget assumes 10.70 million enplaned
passengers, versus 10.61 million enplaned passengers in the Fiscal Year 2017 budget (a 0.8% increase).

Conceptual Fiscal Year 2019 Budget. Budgeted operating and non-operating revenues for Fiscal
Year 2019 are $399.3 million, an increase of $25.9 million (or 6.9%) over Fiscal Year 2018 budgeted
operating and non-operating revenues. This increase can be primarily attributed to an increase in building
rentals, security surcharges, concession revenues, parking revenues, ground transportation revenues and
capital grant contributions. Budgeted expenses for Fiscal Year 2019 are projected to increase $12.0
million, or 4.1%, over Fiscal Year 2018 budgeted expenses (which are $295.2 million). This increase is
primarily attributable to increases in debt service costs, non-personnel operating expenses, and personnel
costs. The Fiscal Year 2019 budget assumes 10.89 million enplaned passengers, versus 10.70 million
enplaned passengers in the Fiscal Year 2018 budget (a 1.8% increase).

Internal Controls. The Authority’s Vice President, Finance/CFO and Treasurer establishes a
system of internal controls that provides reasonable assurance regarding the achievement of objectives in
the following categories: safeguarding assets; ensuring validity of financial records and reports;
promoting adherence to policies, procedures, regulations and laws; and promoting effectiveness and
efficiency of operations. A Chief Auditor heads the internal audit department that conducts financial
reviews and audits on a periodic basis, and reports directly to the Board. In addition, the Authority has
external auditors who review the annual financial statements of the Authority and express an opinion that
the contents present fairly, in all material respects, the financial condition of the Authority.
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Investment Practices. It is the policy of the Authority to invest public funds in a manner that will
provide the highest security of the funds under management while meeting the daily cash flow demands
of the Authority. The investment policies and practices of the Authority are based upon prudent money
management and conform to all state and local statutes governing the investment of public funds. The
Authority is authorized by California Government Code Section 53600 et seg. and Section 53630 et seq.
to invest in investments listed therein. Prohibited investments include but are not limited to, inverse
floating rate notes, range notes, interest-only strips that are derived from a pool of mortgages and
common stock. The Authority may not invest any funds in any security that could result in zero interest
accrual and zero discount accretion if held to maturity. Investments that exceed five years to maturity
require authorization by the Board at least 30 days prior to purchase.

The following table sets forth a summary of the Authority’s investments as of March 31, 2017:

TABLE 12
San Diego County Regional Airport Authority
Investments
(As of March 31, 2017)
Market Value Percentage
Security Type as of March 31, 2017 of Portfolio
U.S. Agency Securities $104,421,000 22.5%
U.S. Treasuries 85,328,000 18.4
San Diego County Investment Pool 54,400,000 11.7
Local Area Investment Fund (LAIF) 48,020,000 10.3
Negotiable Certificates of Deposit 43,606,000 94
Collateralized Bank Demand Deposits 40,686,000 8.8
Medium Term Notes 39,559,000 8.5
Certificates of Deposit 15,387,000 3.3
Cal Trust 15,257,000 3.3
Commercial Paper 14,476,000 3.1
Supra Nationals 2,970,000 0.6
Money Market Fund 352,000 04
Total $464,462,000 100.0%

Source: San Diego County Regional Airport Authority June 30, 2012 Investment Report.

Derivatives Policy. In September 2007, the Board adopted a derivatives policy which provides
guidelines to be used by the Authority when entering into derivative financial products, including, but not
limited to, interest rate swaps, interest rate caps and rate locks. As of the date of this Official Statement,
the Authority has not entered into any contracts for derivative financial products.

Summary of Financial Results

Financial Results for Fiscal Years 2012 through 2016. The following table summarizes the
financial results from operations for the Authority for Fiscal Years 2012 through 2016. See “APPENDIX
B—AUDITED FINANCIAL STATEMENTS OF SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY FOR THE FISCAL YEAR ENDED JUNE 30, 2016 AND 2015.” BKD, LLP, the
Authority’s independent auditor, has not been engaged to perform, and has not performed, since the date
of its report included in Appendix B attached hereto, any procedures on the financial statements addressed
in that report. BKD, LLP also has not performed any procedures relating to this Official Statement.
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TABLE 13
San Diego County Regional Airport Authority
Statements of Revenues, Expenses and Change in Net Position
(Dollars in Thousands)*

2012 2013 2014 2015 2016
Operating revenue:
Aviation revenue
Landing fees $ 18,419 $ 19,658 $ 19,107 $ 21,390 $ 23,985
Aircraft parking fees 3,134 3,191 2,503 2,716 2,701
Building rentals 30,633 41,840 46,001 48,153 51,273
Security surcharge 18,649 23,360 25,777 25,180 29,223
Other aviation revenue 1,595 1,591 4,488 4,893 5,023
Concession revenue 40,427 42,041 47,770 52,496 56,274
Parking and ground transportation revenue 31,470 35,750 38,959 41,632 48,106
Ground rentals 8,044 9,162 9,603 13,074 16,226
Other operating revenue 1,179 905 1,529 971 1,183
Total operating revenue 153,550 177,498 195,737 210,505 233,994
Operating expenses:
Salaries and benefits 37,237 38,092 39,135 39,212 42,067
Contractual services 26,906 29,284 31,559 32,422 38,215
Safety & security 22,625 23,994 24,151 23,466 28,721
Space rental 11,415 10,897 10,478 10,433 10,367
Utilities 6,674 6,659 8,680 10,152 11,480
Maintenance 8,497 11,204 13,982 14,516 14,122
Equipment and systems 403 469 643 1,805 708
Material and supplies 304 406 440 519 536
Insurance 764 795 988 1,145 949
Employee development & support 916 1,235 1,171 1,136 1,242
Business development 2,093 2,444 2,661 2,493 2,390
Equipment rental and repair 1,335 1,317 2,932 2,951 2,852
Total operating expenses before
depreciation and amortization 119,169 126,796 136,821 140,250 153,651
Income from operations before
depreciation and amortization 34,381 50,702 58,916 70,255 80,343
Depreciation and amortization 44,532 41,624 77,205 77,559 83,578
Operating (loss) (10,151) 9,078 (18,289) (7,304) (3,235)
Non-operating revenues (expenses):
Passenger facility charges 34,639 35,437 35,770 38,517 40,258
Customer facility charges 11,487 19,117 27,545 32,465 33,208
Quieter Home Program, net (3,531) (1,589) (2,750) (2,811) (3,698)
Joint Studies Program (73) (55) (152) (145) (101)
Interest income 5,492 4,140 5,211 5,747 5,999
Interest expense (2,027) (16,530) (56,376) (59,516) (54,878)
“Build America Bond” rebate 4,996 4,779 4,636 4,631 4,656
Other revenues (expenses), net (3,032) (4,279) 434 1,367 2,247
Non-operating revenue, net 47,951 41,020 14,318 20,255 27,690
Income before capital grant contributions 37,800 50,098 (3,971) 12,951 24,456
Capital grant contributions 20,834 16,077 3,924 10,765 10,477
Change in net position 58,634 66,175 47 23,716 34,933
Net position, beginning of year 602,255 660,889 727,064 719,024 3 742,740
Net position, end of year $660,889 $727,064 $727,018 $742,740 $777,673

! Totals may not add due to rounding.
Source: Derived from the audited financial statements of the Authority.
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Management’s Discussion of Fiscal Year 2016 Financial Results. Total operating revenue for
Fiscal Year 2016 increased $23.4 million over Fiscal Year 2015. Aviation revenue for Fiscal Year 2016
increased $9.9 million over Fiscal Year 2015. The increase in total airline revenue was primarily due to
an increased cost recovery for the airlines due to higher operating expenses. Landing fees increased by
$2.6 million in Fiscal Year 2016 due to increased airfield costs. Building rentals increased by $3.1
million or 6.5% due to increased terminal costs. Security surcharges increased by $4.0 million or 16.1%,
primarily due to increased Harbor Police expenses and higher terminal rental rate for security
checkpoints. Non-airline terminal rent decreased by $473,000 or 31.4%, primarily due to consolidation of
ground servicing companies. Concession revenue increased by $3.8 million reflecting increased
enplanements and higher per-enplanement sales. Parking and ground transportation increased by $6.5
million or 15.5%, due to higher enplanements and higher recovery on ground transportation costs.
Ground rentals increased in Fiscal Year 2016 by $3.6 million primarily due to the Rental Car Center land
lease starting January 2016. Other operating revenue increased by $212,000 due to higher landing fees at
the Fixed Base Operator, higher utility reimbursements, and higher fees for miscellaneous services.

Operating expenses, before depreciation and amortization expense, for Fiscal Year 2016
increased by $13.4 million, or 8.9%, from $217.8 million to $237.2 million when compared to Fiscal
Year 2015. Contributing to this increase were the following: salaries and benefits increased $2.9 million
or 7.3%, mostly due to planned wage and benefit increases; contractual services increased by $5.8 million
or 17.9%, as a result of additional busing costs for the Rental Car Center that opened in January 2016;
safety and security increased $5.3 million or 22.4%, reflecting an increase in law enforcement training
and benefit costs; and utilities increased $1.3 million or 13.1%, due to higher rates and increased power
usage at the Rental Car Center. Offsetting these increases were the following decreases: maintenance of
$394,000 due to lower major maintenance costs; equipment and systems of $1.1 million due to decreased
IT equipment purchases; insurance of $195,000 primarily due to lower property insurance rates; business
development of $103,000 due to a delay in planned advertising; equipment rentals and repairs of $99,000
due primarily to lower IT maintenance contracts and lower printer costs.

Depreciation and amortization increased by $6.0 million as the Rental Car Center was brought
into service. Non-operating revenue (net) increased by $7.4 million or 36.7% in Fiscal Year 2016. This
was primarily due to the higher PFC revenues of $1.7 million or 4.35%, due to increased enplaned
passengers. Additionally, CFC revenues increased $743,000 due to increased rental car transactions.
Offsetting these increases was other non-operating income (expenses) net by $879,000 or 64.3%, mainly
due to unrealized gains on investments. The Quieter Home Program net expenses increased by $887,000
or 31.6%, due to increased program activity in Fiscal Year 2016. Net interest expense decreased by $4.7
million or 8.5%, mainly due to higher capitalized interest.

Management’s Discussion of Financial Results for First Nine Months of Fiscal Year 2017.
For the nine months ended March 31, 2017, total operating revenues were $185.2 million which was 3%
higher than budget and $10.1 million (8%) higher than the equivalent period for Fiscal Year 2016. The
increase over the previous Fiscal Year is due to stronger performance of concession revenue of $4.8
million due to higher sales per enplanement and increased enplanements. Aviation revenue was $4.3
million greater than the prior Fiscal Year mainly due to the recovery of increased security costs.

For the nine months ended March 31, 2017, total operating expenses were $118.8 million which
was 4% under budget and $7.5 million (6%) higher than the equivalent period from Fiscal Year 2016.
The increase over the prior period was mainly due to higher costs associated with a full nine months
operation of the Rental Car Center compared to less than three months operation in the equivalent period
from Fiscal Year 2016. Harbor Police costs and terminal maintenance expenses were also higher in
Fiscal Year 2017.
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Non-operating revenues were $19.4 million for the nine months ended March 31, 2017, compared
to $28.8 million for the nine months ended March 31, 2016. This decrease was primarily due to a
decrease in FAA grant revenues of $9.4 million. The nine months ended March 30, 2016 coincided with
large portions of the Northside Utilities and Northside Taxiway construction projects that received FAA
grants.

Revenue Diversity

The following table sets forth the top ten operating revenue providers at SDIA for Fiscal Year
2016.

TABLE 14
San Diego County Regional Airport Authority
Top Ten Operating Revenue Providers
(Fiscal Year 2016)

Percent of
Total Operating
Revenue Provider Revenues Revenue
1. Southwest Airlines $33,838,686 14.5%
2. American Airlines 15,321,505 6.5
3. United Airlines 14,518,119 6.2
4. Delta Air Lines 14,418,056 6.2
5. Alaska Airlines 10,612,367 45
6. Enterprise Holdings 9,451,127 4.0
7. Hertz Global Holdings 8,225,179 35
8. Auvis Budget Rent-A-Car Group 5,540,949 2.4
9. Landmark Aviation 5,536,511 2.4
10. SSP America 4,476,873 1.9

Source: San Diego County Regional Airport Authority
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The following table sets forth the top ten revenue sources at SDIA for Fiscal Year 2016.

TABLE 15
San Diego County Regional Airport Authority
Top Ten Operating Revenue Sources
(Fiscal Year 2016)

Percent of
Total Operating
Source Revenue Revenue
1. Terminal Rent-Airlines $53,536,280 22.9%

2. Parking 42,872,849 18.3
3. Security Surcharge 29,223,097 125
4. Car Rental License Fees! 27,025,167 11.5
5. Terminal Concessions 24,017,969 10.3
6. Landing Fees 23,984,793 10.3
7. Ground Rent 15,193,757 6.5
8. Ground Transportation Permits 4,974,144 2.1
9. Ground Handling Services 2,766,945 1.2
10. Aircraft Parking Fees 2,701,219 1.2

! Excludes CFC revenues, of which the Authority recorded the receipt of $33,207,946 in Fiscal
Year 2016.
Source: San Diego County Regional Airport Authority

[Remainder of page intentionally left blank.]
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Historical Debt Service Coverage

The following table shows historical senior and subordinate debt service coverage for Fiscal

Years 2012 through 2016.

Net Revenues
Revenues'
Operating and Maintenance Expenses

Net Revenues Available for Debt Service

Senior Debt Service?®
Senior Bonds
Principal
Interest
Less: PFCs Applied to Senior Debt
Service
Total Senior Debt Service
Senior Debt Service Coverage

Subordinate Debt Service*
Subordinate Net Revenues
Available for Debt Service

Subordinate Series 2010 Bonds
Principal
Interest®

Short-Term Subordinate Obligations®

Less: PFCs Applied to Subordinate
Debt Service

Total Subordinate Debt Service

Subordinate Debt Service Coverage

Aggregate Senior and

Subordinate Debt Service

Net Revenues Available for Debt Service

Aggregate Debt Service (Bonds)
Principal’
Interest>”’

Short-Term Subordinate Obligations®

Less: PFCs Applied to Senior and
Subordinate Debt Service

Total Aggregate Debt Service

Aggregate Debt Service Coverage

TABLE 16

San Diego County Regional Airport Authority
Historical Senior and Subordinate Debt Service Coverage

2012 2013 2014 2015 2016
$158,311,779 $181,051,929 $199,834,430  $214,770544  $238,640,326
(118,941,148) (126,662,546) (136,604,105)  (142,781,639)  (151,327,219)
$39,370,631 $54,389,383 $63,230,326 $71,988,905 $87,313,106

$3,430,000 $ - $ - $ 2,030,000 $ 2,090,000

1,925,975 2,478,489 16,645,435 18,034,575 18,414,600

- (714,077) (7,140,301) (8,669,966 (9,490,326)
$5,355,975 $1,764,412 $9,505,134 $11,394,609 $11,014,274
7.35x 30.83x 6.65x 6.32x 7.93x
$34,014,656 $52,624,971 $53,725,192 $60,594,296 $76,298,832
$ 980,000 $ 1,000,000 $ 5,785,000 $ 8,665,000 $ 9,000,000
6,599,760 26,194,616 27,069,283 26,853,179 26,495,600
1,077,867 5,519,872 6,446,951 6,736,945 6,760,189
- (20,061,962) (20,718,863) (21,554,245) (20,331,674)
$8,657,627 $12,652,526 $18,582,372 $20,700,879 $21,924,115
3.93x 4.16x 2.89x 2.93x 3.48x
$39,370,631 $54,389,383 $63,230,326 $71,988,905 $87,313,106
$4,410,000 1,000,000 5,785,000 10,695,000 11,090,000
8,525,735 28,673,105 43,714,718 44,887,754 44,910,200
1,077,867 5,519,872 6,446,951 6,736,945 6,760,189
- (20,776,039) (27,859,164) (30,224,211) (29,822,000)
$14,013,602 $14,416,938 $28,087,505 $32,095,488 $32,938,389
2.81x 3.77x 2.25x 2.24% 2.65x

' Does not include grants which are otherwise included in the definition of Revenues. Grants which are not otherwise restricted by their terms to the payment of

debt service on Senior Bonds and/or Subordinate Obligations are included in the definition of Revenues.
2 Senior Debt Service is calculated pursuant to the provisions of the Master Senior Indenture.
® Includes principal of and interest paid on the Authority’s Airport Revenue Refunding Bonds, Series 2005 (the “Senior Series 2005 Bonds”), which were fully

defeased on December 21, 2012, and the Senior Series 2013 Bonds.

4 Subordinate Debt Service is calculated pursuant to the provisions of the Master Subordinate Indenture.
® Net of interest paid with proceeds of the Subordinate Series 2010 Bonds and Federal Direct Payments received by the Authority with respect to the Subordinate

Series 2010C Bonds.

® Includes principal of and interest on the Authority’s previous commercial paper program and the fees paid to the commercial paper letter of credit bank, and the

Subordinate Revolving Obligations.

" Includes principal of and interest on the Senior Series 2005 Bonds (which were fully defeased on December 21, 2012), the Senior Series 2013 Bonds and the

Subordinate Series 2010 Bonds.

Source: San Diego County Regional Airport Authority
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Historical Airline Cost Per Enplaned Passenger

The following table sets forth historical airline costs (landing fees, terminal building rentals,
airport police/security reimbursement fees and fuel and other franchise fees) of operating at SDIA for the

past five Fiscal Years.

TABLE 17
San Diego International Airport
Airline Derived Revenue Per Passenger

Airline Revenues 2012 2013 2014 2015 2016
Landing Fees' $18,947,013  $20,186,247 $19,442,312 $21,616,219 $24,073,489
Aircraft Parking Fees® 3,134,539 3,190,928 2,503,181 2,715,854 2,701,219
Terminal Rentals*? 30,346,360 41,582,243 46,091,817 48,227,864 51,389,765
FIS Use Charges 354,601 424,433 745,116 710,178 735,034
Security Surcharge 18,649,147 23,359,938 25,776,517 25,179,679 29,223,097

Common Use Charges - 1,133,839 1,254,818 1,152,458

Total Airline Revenue $71,431,660 $88,743,789  $95,692,782  $99,704,612 $109,275,061

Enplaned Passengers 8,575,475 8,737,617 9,082,244 9,713,066 10,206,222

Airline Derived Revenue

Per Passenger $8.33 $10.16 $10.54 $10.26 $10.71

! Excludes rebates.

2 Amount excludes general aviation remote overnight parking.

% Excludes Executive Lounge rent and rebates in the amount of approximately $1.4 million in Fiscal Year 2016.
Source: San Diego County Regional Airport Authority

Pension and Retirement Plans

Authority Pension Plan. All full-time employees of the Authority are eligible to participate in
the Authority’s defined-benefit pension plan, the Amended and Restated San Diego County Regional
Airport Authority Retirement Plan and Trust of 2013 (the “Authority Pension Plan”), which provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members
and beneficiaries. The Authority Pension Plan is administered by the San Diego City Employees’
Retirement System (“SDCERS”), which is an agent multiple-employer public employee retirement
system that acts as a common investment and administrative agent for the City, the Port District and the
Authority, and is administered by the Retirement Board of Administration (the “Retirement Board”).
Each of the Authority, the City and the Port District has a separate plan and each employer’s contributions
are held in trust, although all contributions to SDCERS are pooled for investment purposes, managed and
invested by the Retirement Board. See “APPENDIX B—AUDITED FINANCIAL STATEMENTS OF
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY FOR THE FISCAL YEARS ENDED
JUNE 30, 2016 AND 2015—Note 6. Defined-Benefit Plan” for more information on the Authority’s
Pension Plan.

The City Municipal Code requires member contributions to be actuarially determined to provide a
specific level of benefit. Member contribution rates, as a percentage of salary, vary according to age at
entry, benefit tier level, and certain negotiated contracts which provide for the Authority to pay a portion
of the employees’ contributions. The Authority’s contribution rate as determined through actuarial
valuation was 12.74% for Fiscal Year 2017 and was 12.94% for Fiscal Year 2016 and is expressed as a
percentage of covered payroll. For Fiscal Year 2017, the Authority contributed approximately $5.8
million to the Authority Pension Fund, and for Fiscal Year 2016, the Authority contributed approximately
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$5.8 million to the Authority Pension Fund. For Fiscal Year 2018, the Authority has budgeted a
contribution of approximately $8.1 million to the Authority Pension Fund. The Authority has always
made its full required contributions to the Authority Pension Plan. The Authority cannot predict the
levels of funding that will be required in the future.

The following table sets forth certain information about the funding status of the Authority
Pension Plan that has been extracted from the comprehensive annual financial reports of SDCERS for the
fiscal years ended June 30, 2012 through, and including, 2016 (collectively, the “SDCERS CAFRs (2012-
2016)™), and the actuarial valuation reports provided to SDCERS by Cherion, Inc. for the fiscal years
ended June 30, 2012 through, and including, 2016 (collectively, the “Actuarial Reports (2012-2016)”).
Complete copies of the SDCERS CAFRs (2012-2016) and the Actuarial Reports (2012-2016) can be
obtained from SDCERS by writing to the San Diego City Employees’ Retirement System, Suite 400, 401
West A Street, San Diego, California 92101 and from the SDCERS website at www.sdcers.org. No
information contained on such website is incorporated into this Official Statement.

TABLE 18
Funding Status of Authority Pension Plan
(Dollars in thousands)

Unfunded Unfunded UAAL as a
Actuarial Actuarial Percentage
Accrued Funded Accrued Funded of Covered
Fiscal Actuarial Market Actuarial Liability Ratio Liability Ratio Payroll
Year Value of Value of Accrued (Actuarial (Actuarial (Market (Market Covered (Actuarial
Ended Assets Assets Liability Value) Value) Value) Value) Payroll Value)
June 30 [a] [b] [c] [c]-[a] [al/[c] [c]-[b] [bY[c] [d] [[c-a)/[d]]
20122 $ 95,792,613 $91,997,000 $97,224,854 $ 1,432,241 98.5% $ 5,227,854 94.6%  $24,839,570 5.8%
20133 107,616,363 108,456,000 115,200,048 7,583,685 93.4 6,744,048 94.1 26,380,323 28.7
2014* 121,917,826 130,228,000 127,174,087 5,256,261 95.9 (3,053,913) 1024 27,955,455 18.8
2015° 135,858,959 138,544,185 139,786,634 3,927,675 97.2 1,242,448 99.1 29,189,357 135
2016° 148,084,058 143,873,239 165,666,873 17,582,816 7 89.4 21,793,635 86.8 31,131,795 56.5

% In June 2010, the Board adopted a resolution directing the Authority to maintain the Authority Pension Plan funding ratio at a minimum of 90%, with
a corresponding strategy to incrementally improve the funding ratio to a 95% target/goal. If the funding ratio falls below 90%, additional
contributions are required to be made by the Authority to the Authority Pension Plan in amounts sufficient to increase the funding ratio by at least 1%
each Fiscal Year until the 90% funding ratio is reached.

2 For the June 30, 2012 valuation, the Authority Pension Plan’s assets were assumed to earn 7.50% (net of expenses) per annum. The June 30, 2012
valuation also assumed that salaries will increase 3.75% per annum.

® For the June 30, 2013 valuation, the Authority Pension Plan’s assets were assumed to earn 7.25% (net of expenses) per annum. The June 30, 2013
valuation also assumed that salaries will increase 3.30% per annum.

* For the June 30, 2014 valuation, the Authority Pension Plan’s assets were assumed to earn 7.25% (net of expenses) per annum. The June 30, 2014
valuation also assumed that salaries will increase 3.30% per annum.

® For the June 30, 2015 valuation, the Authority Pension Plan’s assets were assumed to earn 7.125% (net of expenses) per annum. The June 30, 2015
valuation also assumed that salaries will increase 3.175% per annum.

® For the June 30, 2016 valuation, the Authority Pension Plan’s assets were assumed to earn 7.00% (net of expenses) per annum. The June 30, 2016
valuation also assumed that salaries will increase 3.05% per annum.

" The significant increase in the unfunded actuarial accrued liability for the fiscal year ended June 30, 2016 is attributable to changes in demographic
and economic assumptions (i.e., investment rate of return), with the largest increase coming from changes in the mortality assumptions.

Source: SDCERS CAFRs (2012-2016) and Actuarial Reports (2012-2016); and San Diego County Regional Airport Authority.

Postemployment Health Benefits. In addition to the pension benefits provided under the
Authority Pension Plan, the Authority provides medical, dental, vision and life insurance postretirement
benefits (“Postemployment Health Benefits”) for nonunion employees hired prior to May 1, 2006, and
union employees hired prior to October 1, 2008. The employees are eligible for these benefits if they
retire from active employment after age 55 with 20 years of service or age 62 with five years of service.
In May 2009, the Board approved an agreement with the California Employers’ Retiree Benefit Trust
(“CERBT”) fund, which is managed by the California Public Employees Retirement System
(“CalPERS”), to administer the Authority’s Postemployment Health Benefits. See “Note 8. Other
Postemployment Benefits” in the Authority’s financial statements for the year ended June 30, 2016
attached hereto as “APPENDIX B—AUDITED FINANCIAL STATEMENTS OF SAN DIEGO
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COUNTY REGIONAL AIRPORT AUTHORITY FOR THE FISCAL YEARS ENDED JUNE 30, 2016
AND 2015 for more information on the Authority’s Postemployment Health Benefits.

For Fiscal Year 2017, the Authority paid approximately $2.0 million for Postemployment Health
Benefits. For Fiscal Year 2018, the Authority has budgeted approximately $2.0 million to be paid for
Postemployment Health Benefits.

The following table sets forth certain information about the funding status of the Authority’s
Postemployment Health Benefits derived from the biennial actuarial valuations for the plan, dated July 1,
2013 and 2015. See also “APPENDIX B—AUDITED FINANCIAL STATEMENTS OF SAN DIEGO
COUNTY REGIONAL AIRPORT AUTHORITY FOR THE FISCAL YEARS ENDED JUNE 30, 2016
AND 2015—Note 8. Other Postemployment Benefits.”

TABLE 19
Funding Status of Authority’s Postemployment Health Benefits
(Dollars in thousands)

Actuarial Unfunded UAAL asa
Valuation Actuarial Actuarial Actuarial Percent of
Date Value of Accrued Accrued Funded Covered Covered Interest Salary
(July 1) Assets Liability Liability Ratio Payroll Payroll Rate Scale
2013 $12,667 $31,553 $18,886 40.1% $17,567 107.5% 7.4% 3.0%
2015 18,917 34,587 15,670 54.7 16,809 93.2 7.3 3.0

Source:  Financial Statements of the Authority for the Fiscal Years ended June 30, 2016 and 2014.

The plan costs are derived by making certain specific assumptions as to the rates of interest,
mortality, turnover and the like, which are assumed to hold for many years into the future. Actual
experience may differ somewhat from the assumptions and the effect of such differences is spread over all
periods. Due to these differences, the costs determined by the valuation must be regarded as estimates of
the true plan costs.

Nonunion employees hired after May 1, 2006 and union employees hired after October 1, 2008
are not eligible to receive the Postemployment Health Benefits described above, but they are eligible to
participate in a voluntary employee beneficiary association plan (“VEBA”). Currently, 236 employees of
the Authority participate in VEBA. The Authority contributes approximately $600 per year to VEBA for
each employee that participates, and each participating employee must contribute $300 per year. Upon
their retirement, participants in VEBA may use the amounts deposited to VEBA by the Authority and the
participant to pay for medical expenses.

Risk Management and Insurance

Pursuant to the Senior Indenture and the Subordinate Indenture the Authority is required to
procure and maintain commercial insurance with respect to the facilities constituting the Airport System
and public liability insurance in the form of commercial insurance if such insurance is obtainable at
reasonable rates and upon reasonable terms and conditions. The amounts and risks required to be insured
under the Senior Indenture and the Subordinate Indenture are subject to the Authority’s prudent judgment
taking into account, but not being controlled by, the amounts and types of insurance or self-insured
programs provided by similar airports. The Authority may satisfy some of these insurance requirements
through qualified self-insurance or self-insured retentions.

The Authority maintains airport owners and operators primary general liability insurance with
coverage of $500 million for losses arising out of liability for airport operations. The Authority has also
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purchased a “War, Hijacking and Other Perils Endorsement” with coverage of up to $150 million.
Coverage under this endorsement may be terminated at any time by the underwriters and terminates
automatically upon the outbreak of war (whether there has been a declaration of war or not) between any
two or more of the following: France, the People’s Republic of China, the Russian Federation, the United
Kingdom or the United States, and certain provisions of the endorsement are terminated upon the hostile
detonation of any weapon of war employing atomic or nuclear fission and/or fusion or other like reaction
or radioactive force or matter.

The cost of earthquake coverage for the Airport remains cost prohibitive and is not available in
significant amounts. Effective July 1, 2007, the Authority removed the purchase of commercial
earthquake insurance from its Risk Management program and increased reliance on the laws designed to
assist public entities through the Federal Emergency Management Agency (“FEMA”) and the California
Disaster Assistance Act (“CDDA™). As of April 30, 2017, the Authority had designated $9,412,300 from
its net position as an insurance contingency, which could be used in the event of damage to the Airport
from an earthquake, among other things. In the future, the Authority could decide to increase or decrease
the amount of this reserve.

Additionally, a $2 million contingency reserve has been established, within unrestricted net
position, by the Authority’s management to respond to uninsured and underinsured catastrophic losses.
This fund is maintained pursuant to Board action only; there is no other requirement that it be maintained.
Management considers this contingency reserve to be designated to cover the cost of future retentions,
deductibles and uninsured claims.

The Authority maintains a property insurance policy with limits of $1.5 billion providing all risk
and flood coverage on physical assets. During Fiscal Year 2017, there were no significant reductions in
insurance coverage from the prior year. For each of the past three Fiscal Years, settlements have not
exceeded insurance coverage.

The Authority has an active loss prevention program, staffed by a senior manager of risk, a full-
time construction and insurance risk manager, a risk analyst, a risk coordinator, a safety manager and a
two safety analysts. In addition, insurer property and casualty loss control engineers conduct safety
surveys on a periodic basis. Employees receive regular safety training and claims are monitored using a
web-based claims information system.

DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT
Master Plan

In 2001, the Port District prepared the Airport’s first comprehensive master plan, however, the
plan was never adopted by the Port District. The Authority determined that the 2001 master plan needed
to be updated as a result of the events of September 11, 2001, the transfer of the Airport to the Authority
in 2003, a new aviation activity forecast of future aviation demand at the Airport completed in May 2004,
and the outcome of the Airport Site Selection Program which culminated in a County-wide ballot measure
in November 2006. In May 2008, the Board approved the Airport Master Plan for San Diego
International Airport (the “Master Plan”), which was developed to address requirements for
accommodating near term passenger growth at the Airport through 2015 and to consider conceptual
improvements through 2030. The Master Plan’s primary goals include, among others, the improvement
of air service and customer service, the improvement of safety and security at the Airport, the efficient
utilization of property and facilities, and the enhancement of the Airport access as part of the region’s
transportation system.
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The Master Plan comprises four components: airfield, terminal, ground transportation and airport
support. The airfield component includes aircraft movement areas such as runway, taxiways and aircraft
parking apron. The terminal component includes passenger processing areas including ticket counters,
security facilities, hold rooms and baggage claim. The ground transportation component includes the
roadway/transit circulation system, parking areas and rental car facilities. The airport support component
includes the Airport/airline maintenance, cargo and general aviation facilities.

The five primary steps of the Master Plan process are: (a) preparation of an aviation forecast;
(b) development of facility requirements and draft preliminary concepts; (c) preparation of the preferred
development concept (including development of an array of concepts for the Airport facilities,
coordination of the Airport tenants and airlines, development of an off-airport transit plan);
(d) preparation of a preliminary financial analysis, including development of a cost estimate on
preliminary concepts and the financial feasibility of major project components; and (e) State/federal
environmental analyses and State coastal permitting.

The Master Plan identified several near-term improvement needs for SDIA, including, among
others, additional terminal space, south-side aircraft remain overnight parking positions, roadway access
improvements and ground transportation facilities improvements to meet the forecasted demand of
increased passenger traffic at SDIA. The Authority developed its Green Build Program to implement the
near-term improvements at SDIA. The Green Build Program, which was substantially completed in
August 2013 for approximately $811 million, consisted of, among other improvements: (i) constructing
10 new gates on Terminal 2 West, (ii) constructing a new aircraft parking apron and aircraft taxi lane,
(iii) expanding vehicle circulation serving Terminal 2 East and West by constructing a dual-level roadway
featuring an arrivals curb on level one and a departures curb on level two, (iv) expanding concession areas
in Terminal 2 West by providing more dining and shopping options, (v) constructing an
improved/expanded security checkpoint in Terminal 2 West, and (vi) constructing new holding areas at
the gates in Terminal 2 West.

In addition to the Green Build Program, the Authority’s planning and development of the
northside of the Airport was part of the Master Plan near-term improvements. The northside
improvements included the Rental Car Center and the new general aviation facilities.

See “AIRPORT ENVIRONMENTAL MATTERS—Master Plan Environmental Impact Report
and Environmental Assessment” for a discussion of the environmental impact report certified by the
Board with respect to the Master Plan.

Airport Development Plan

In 2012, the Authority embarked on the next master-planning effort for the Airport once the
Green Build Program was completed. This plan, known as the “Airport Development Plan” (the “ADP”),
focuses on replacement of Terminal 1, which is over 50 years old, and the creation of new non-airline
revenue opportunities. It also will determine the highest and best uses for the remaining available
property on the northside of the Airport and the TDY Property (an approximately 47 acre parcel of land
located on North Harbor Drive that the Authority leases from the Port District).

In November 2015, the Board selected a preferred alternative concept and directed Authority staff
to continue the ADP process by refining the program design and financial feasibility plan, performing the
environmental analysis, and developing a regionally-accepted Airport Access Road concept. A refined
concept was presented to and approved by the Board in March 2017. In addition to the replacement of
Terminal 1, the refined concept includes:
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. The potential for non-airline revenue producing commercial development

A more efficient flight line and elimination of taxiway alleyways
. A simplified roadway layout
. Additional Remain Overnight aircraft parking spots

In May 2017, the Authority adopted strategic initiatives that prioritize the advancement of the
ADP and the development of a construction-ready plan by 2019 for replacement of Terminal 1. At this
time, the Authority is evaluating, and therefore is unable to predict, when construction will begin on the
projects included in the ADP, the cost of such projects or how such projects will be financed.

Capital Program

In addition to the Master Plan, the Board has adopted a capital improvements program policy (the
“CIP Policy”), which requires the Authority to establish a capital improvement program for the orderly
maintenance and development of SDIA. Pursuant to the CIP Policy, each year the Authority’s Executive
Director is required to submit to the Board a development program of desirable capital improvements that
are within the Authority’s financial funding capability. The Authority’s current 5-year capital
improvement program, the Capital Program, sets forth projects that are to be completed at SDIA between
Fiscal Years 2018 and 2022. The projects in the Capital Program include, among others, the Terminal 2
West Parking Plaza (consisting of a 3-story, 2,900 parking space, public parking structure located across
from Terminal 2), the new FIS facility in Terminal 2 West, and various other airfield, terminal and
landside projects. The Capital Program has an estimated cost of approximately $1.2 billion (in actual
dollars) (approximately $175.2 million of such costs have already been incurred by the Authority as of
June 30, 2017). See Section 1.3 of the Financial Feasibility Report in Appendix A for additional
information about the Capital Program, including, among other things, information about the projects
included in the Capital Program and the estimated costs of those projects.

Funding Sources for Capital Program

General. The Authority anticipates financing the Capital Program with a combination of
proceeds of the Subordinate Series 2017 Bonds (approximately $321 million); proceeds of Additional
Senior Bonds to be issued in 2018 (approximately $353 million); internally generated cash of the
Authority (approximately $310 million); PFC revenues on a pay-as-you-go basis (approximately $88
million); federal Airport Improvement Program (“AlIP”) grants (approximately $54 million); proceeds of
the Senior Series 2013 Bonds and the Subordinate Series 2010 Bonds (approximately $[12] million); and
other sources (approximately $[69] million).
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Subordinate

TABLE 20

San Diego International Airport

Funding Sources for Capital Program

Senior Series 2013
Bond, Subordinate

Estimated Series 2017 Additional Authority Pay-As-You- Series 2010 Bonds

Project Costs* Bonds Senior Bonds Funds Go PFCs AIP Grants and Other Sources
Airside $437,737,275 $ 32,027,640  $230,371,764  $ 83,722,243 $35,697,478 $51,200,000 $ 4,718,150
Landside 303,153,227 130,000,000 59,529,155 40,437,719 - - 73,186,353
Ancillary 248,095,461 149,000,000 18,138,230 40,957,231 40,000,000 - -
Terminal 167,110,335 10,000,000 11,866,375 126,808,944 12,751,495 3,000,000 2,683,021
Administrative 51,757,634 - 33,328,350 18,429,284 - - -
Total $1,207,853,932  $321,027,640  $353,234,374  $310,355,421 $88,448,973 $54,200,000 $80,587,524

! Estimated costs include design, engineering, construction, escalation and contingency amounts.
Source: San Diego County Regional Airport Authority

Subordinate Series 2017 Bonds and Additional Senior Bonds. The Authority will use
approximately $321 million of the proceeds of the Subordinate Series 2017 Bonds and approximately
$353 million of the proceeds of Additional Senior Bonds to finance a portion of the costs of the Capital
Program). As of the date of this Official Statement, the Authority expects to issue the Additional Senior
Bonds in late-2018.

Passenger Facility Charges. The Aviation Safety and Capacity Expansion Act of 1990, as
amended (the “PFC Act”), as implemented by the FAA pursuant to published regulations (the “PFC
Regulations™), permits public agencies controlling certain commercial service airports (those with
regularly scheduled service and enplaning 2,500 or more passengers annually) to charge enplaning
passengers using the airport a $1.00, $2.00 or $3.00 PFC with certain qualifying airports permitted to
charge a maximum PFC of $4.50. Regardless of the number of PFC applications which have been
approved by the FAA, an airport can only collect a maximum of $4.50 on each enplaning passenger.
Public agencies wishing to impose and use these PFCs must apply to the FAA for such authority and
satisfy the requirements of the PFC Act.

The purpose of the PFC is to develop an additional capital funding source to provide for the
expansion of the national airport system. Under the PFC Act, the proceeds from PFCs are required to be
used to finance eligible airport-related projects that serve or enhance safety, capacity or security of the
national air transportation system, reduce noise from an airport that is part of such system or furnish
opportunities for enhanced competition between or among air carriers.

The Port District initially received approval from the FAA to impose a $3.00 PFC at SDIA. The
approval for the PFC was transferred by the FAA to the Authority, effective January 1, 2003. On
May 20, 2003, the FAA approved the Authority’s PFC application to increase the charge per enplaned
passenger from $3.00 to $4.50 beginning August 1, 2003. The Authority has received approval from the
FAA, pursuant to ten separate applications (five of which were later amended by the Authority, with the
approval of the FAA), to collect, and use, a PFC on each enplaning passenger at SDIA totaling
approximately $1.549 billion.  The Authority has closed seven of the PFC Applications; these
applications having been fully funded and the projects they financed having been completed. As of
March 31, 2017, there were three active PFC Applications. The Authority also is in the process of filing a
new application with the FAA to collect approximately $50 million of additional PFCs.

As of March 31, 2017, the Authority had recorded the receipt of approximately $652 million of

PFCs (consisting of $639 million of PFCs collections and $13 million of interest). As of March 31, 2017,
the Authority had disbursed a total of $582 million of PFCs on approved capital projects expenditures.
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The following table sets forth a summary of the Authority’s approved PFC applications through
March 31, 2017.

TABLE 21
San Diego County Regional Airport Authority
Approved PFC Applications

Amended
PFC Approval
Applications ~ Approval Date Amount™?
1-5, 7 and 11%* Various $ 359,095,656
8 2010 1,118,567,229
10° 2012 27,835,280
12 2016 43,795,768
Total $1,549,293,933

1 Includes the amount of PFCs the FAA has authorized the Authority
to collect and use at SDIA.

2 Authorization to collect PFCs under all of the applications and
amendments expires on November 1, 2039, however, such
authorization to collect PFCs could expire earlier if the total
authorized amount is collected prior to November 1, 2039.

% The Authority withdrew PFC Application #6.

* The Authority has closed PFC Applications 1-5, 7 and 11; these
applications having been fully funded and the projects they financed
having been completed

> PFC Application #9 was skipped due to internal FAA system
processing.

Source: San Diego County Regional Airport Authority

The PFCs collected pursuant to the PFC Applications have been and will be used to finance all or
a portion of certain capital improvements at SDIA including, among other things, the Authority’s noise
mitigation program, and projects associated with the Green Build Program and the Capital Program. In
addition to using the PFCs on a pay-as-you-go basis to fund projects associated with the Capital Program,
the Authority expects to use a portion of the PFCs to pay a portion of the debt service on the PFC Eligible
Bonds (which includes a portion of the Senior Series 2013 Bonds and a portion of the Subordinate Series
2010 Bonds). See “SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES
2017 BONDS—Use of PFCs to Pay Debt Service.”
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The following table sets forth the amount of PFCs received by the Authority in Fiscal Years 2012
through 2016.

TABLE 22
San Diego County Regional
Airport Authority
Annual Receipt of PFCs'

Fiscal Year PFCs Collected

2012 $34,639,244
2013 35,437,453
2014 35,769,515
2015 38,517,355
2016 40,257,993

! The information in this table is presented on
an accrual basis. Does not include interest
earnings.

Source: San Diego County Regional Airport

Authority

Airport Improvement Program Grants. The Authority receives federal grants from the FAA
each year. The Airport and Airway Improvement Act of 1982, as amended, created the Airport
Improvement Program (“AIP”), which is administered by the FAA and funded by the Airport and Airway
Trust Fund. Under the AIP, the FAA awards grant moneys to airports around the country for capital
improvement projects. The Airport and Airway Trust Fund is financed by federal aviation user taxes.
Grants are available to airport operators in the form of “entitlement” funds and “discretionary” funds.
Entitlement funds are apportioned annually based upon the number of enplaned passengers and the
aggregate landed weight of all-cargo aircraft; and discretionary funds are available at the discretion of the
FAA based upon a national priority system. Before federal approval of any AIP grants can be given,
eligible airports must provide written assurances that they will comply with a variety of statutorily
specified conditions. See “CERTAIN INVESTMENT CONSIDERATIONS—Unavailability of, or
Delay in, Anticipated Funding Sources—Availability of Federal Grants.”

The Authority anticipates receiving both FAA entitlement and discretionary grants to fund a
portion of the costs of certain capital projects in the Capital Program. In Fiscal Year 2016, the Authority
received approximately $3.5 million in entitlement grants. The Authority did not receive any
discretionary grants in Fiscal Year 2016.

As described above, the FAA has granted the Authority approval to collect PFCs at SDIA. In
accordance with the PFC Act and the PFC Regulations, since the Authority imposes a $4.50 PFC, the
amount of AIP entitlement grants which the Authority is permitted to receive annually may be reduced up
to 75%.

The Authority’s financial plan for funding the Capital Program assumes that AIP entitlement and
discretionary grant funds will be available to fund the grant eligible portion of certain projects. In the
event the Authority does not receive AIP grants in the amounts expected, it would need to use alternative
sources of funding for such projects, including the issuance of Additional Senior Bonds and/or Additional
Subordinate Obligations. See “CERTAIN INVESTMENT CONSIDERATIONS—Unavailability of, or
Delay in, Anticipated Funding Sources.”
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Third-Party Financed Projects

In addition to projects financed by the Authority, certain projects at SDIA are expected to be
financed and constructed by outside third-parties, including the North Cargo Facility. The Authority is
currently in the process of selecting a developer to design, build, finance, operate and maintain the North
Cargo Facility, consisting of new air cargo facilities and an aircraft ramp on the northside of the Airport
The Authority completed a Request for Qualifications process in 2016 to seek qualified developers to
design, build, finance, operate and maintain the North Cargo Facility. Three firms were identified as most
qualified and selected to advance to a subsequent Request for Proposal (“RFP”) process. The RFP
process is currently underway, and the Authority expects to select one firm to complete the North Cargo
Facility in late-summer 2017. Although the specific details of the project will not be known until
completion of the RFP process, the North Cargo Facility is anticipated to include approximately 100,000
square feet of cargo processing facilities located on 14.5 acres of land. In addition to the cargo processing
facility, approximately 20 acres of aircraft ramp will be constructed to accommodate aircraft utilizing the
facility. The North Cargo Facility is anticipated to be completed in late 2018. As part of their response to
the RFP, the proposers are asked to described their source of funding for the project. Such funding could
consist of Special Facilities Obligations issued by the Authority. See “OUTSTANDING OBLIGATIONS
AND DEBT SERVICE SCHEDULE—Other Obligations—Special Facility Obligations.” Any Special
Facilities Obligations issued by the Authority to finance costs of the North Cargo Facility would not, in
any way, be secured by, or payable from, Revenues.

Airport Land Use Commission

State law requires counties in which there is a commercial and/or a general aviation airport to
have an airport land use commission. Pursuant to the Act, the Authority is vested with responsibility,
among other things, to serve as the region’s Airport Land Use Commission (“ALUC”). The purpose of
the ALUC is to protect public health, safety and welfare by ensuring the orderly development of land in
the vicinity of airports and the adoption of land use measures that minimize the public’s exposure to
excessive noise and safety hazards within areas around public airports, to the extent that these areas are
not already devoted to incompatible uses. The ALUC prepares and adopts Airport Land Use
Compatibility Plans (“ALUCPs”) and reviews certain local agency land use actions and airport plans for
consistency with the compatibility plans.

The ALUCP contains compatibility criteria and ALUC review procedures for identified Airport
Influence Areas (“AlA”) and addresses land use compatibility around airports in terms of noise,
overflight, safety and airspace protection for each public-use and military airport in the County. The
ALUCP is not a plan for airport development and does not require any changes to existing land uses.
State law requires future land use near airports to be consistent with compatibility criteria included in an
ALUCP. Land use actions including adoption or amendment of general plans, specific plans, zoning
ordinances and building regulations affecting land within an AIA must be referred to the ALUC for
review. Referral and review by the ALUC of other local actions, primarily individual development
projects, is required in some instances, but voluntary in others.

In recent years the Authority has adopted ALUCPs for two Marine Corps airports (Camp
Pendleton and Miramar) and five urban general aviation airports (Brown Field, Gillespie Field,
McClellan-Palomar Airport, Montgomery Field and Oceanside Municipal Airport). The ALUCP for
Camp Pendleton was adopted in June 2008, the ALUCP for Miramar was adopted in October 2008, and
the ALUCP for Brown Field, Gillespie Field, McClellan-Palomar Airport, Montgomery Field and
Oceanside Municipal Airport were all adopted in early 2010. The ALUCP for the Airport was adopted by
the Board in April 2014.
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FINANCIAL FEASIBILITY REPORT
General

The Authority has retained Unison Consulting, Inc., which is recognized as an expert in its field,
to prepare a report in connection with the Subordinate Series 2017 Bonds. The Financial Feasibility
Report is included as Appendix A hereto, with the Feasibility Consultant’s consent. The information
regarding the analyses and conclusions contained in the Financial Feasibility Report is included in the
Official Statement in reliance upon the expertise of the Feasibility Consultant.

The financial forecasts in the Financial Feasibility Report are based on certain information and
assumptions that were provided by, or reviewed and agreed to by, the Authority’s management. In the
opinion of the Feasibility Consultant, these assumptions provide a reasonable basis for the forecasts.

The Financial Feasibility Report should be read in its entirety regarding all of the
assumptions used to prepare the forecasts made therein. No assurances can be given that these or
any of the other assumptions contained in the Financial Feasibility Report will occur. As noted in
the Financial Feasibility Report, any forecast is subject to uncertainties. Inevitably, some
assumptions used to develop the forecasts will not be realized, and unanticipated events and
circumstances may occur. Therefore, there are likely to be differences between forecast and actual
results, and those differences may be material. See also “INTRODUCTION—Forward-Looking
Statements,” and “CERTAIN INVESTMENT CONSIDERATIONS—Financial Feasibility Report.”

Projected Net Revenues and Debt Service Coverage

The following table sets forth the projected Net Revenues, debt service requirements for the
Senior Bonds and the Subordinate Obligations and the coverage of such debt service requirements based
upon the Net Revenues, as forecast by the Feasibility Consultant, for the Fiscal Years 2018 through 2023.

The debt service numbers in the following table exclude the debt service on the Senior Bonds and
the Subordinate Obligations projected to be paid with PFCs and Federal Direct Payments (i.e. the BAB
subsidy). For a discussion of the calculation of debt service on the Senior Bonds and the Subordinate
Obligations paid with PFCs, see “SECURITY AND SOURCES OF PAYMENT FOR THE
SUBORDINATE SERIES 2017 BONDS—Use of PFCs to Pay Debt Service.”

The forecasted financial information in the following table was not prepared with a view toward
complying with the guidelines established by the American Institute of Certified Public Accountants with
respect to forecasted financial information, but, in the view of the Authority’s management, was prepared
on a reasonable basis, to reflect the best currently available estimates and judgments and present, to the
best of management’s knowledge and belief, the expected course of action and the expected future
financial performance of the Authority. However, this information is not fact and should not be relied
upon as necessarily indicative of future results, and readers of this Official Statement are cautioned not to
place undue reliance on the forecasted financial information.

Neither the Authority’s independent auditors, nor any other independent accountants, have
compiled, examined, or performed any procedures with respect to the forecasted financial information
contained herein, nor have they expressed any opinion or any form of assurance on such information or its
achievability, and assume no responsibility for, and disclaim any association with, the forecasted financial
information.
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The assumptions and estimates underlying the forecasted financial information are inherently
uncertain and, though considered reasonable by the management of the Authority as of the date of this
Official Statement, are subject to a wide variety of significant business, economic, and competitive risks
and uncertainties that could cause actual results to differ materially from those contained in the forecasted
financial information, including, among others, the risks and uncertainties described under “CERTAIN
INVESTMENT CONSIDERATIONS” below. Accordingly, there can be no assurance that the forecasted
results are indicative of the future performance of the Authority or SDIA or that actual results will not be
materially higher or lower than those contained in the forecasted financial information. Inclusion of the
forecasted financial information in this Official Statement should not be regarded as a representation by
any person that the results contained in the forecasted financial information will be achieved.

TABLE 23
San Diego County Regional Airport Authority
Projected Debt Service Coverage

Senior Debt Senior Debt Subordinate Total Debt
Service Service Debt Service Service
Fiscal Year Net Revenues Requirements’  Coverage  Requirements®’ Coverage®
2018 $ 96,283,760 $10,956,268 8.79x $40,171,298 1.88x
2019 115,350,800 11,442,337 10.08 41,753,204 2.17
2020 144,243,975 39,756,709 3.63 42,889,469 1.75
2021 147,831,318 39,755,081 3.72 42,897,951 1.79
2022 153,549,793 39,748,884 3.86 42,911,680 1.86
2023 156,754,480 39,756,291 3.94 42,913,568 1.90

Y Includes debt service on the Senior Series 2013 Bonds and the Additional Senior Bonds expected to be issued in 2018 (the “Senior
Series 2018 Bonds”). For purposes of the table only, the Senior Series 2018 Bonds are assumed to be issued in the aggregate
principal amount of $[410,000,000], bearing interest at a rate of [4.9]% per annum. The Senior Debt Service Requirement numbers
exclude (a) the debt service on the Senior Series 2013 Bonds which the Authority expects to pay with PFCs, [and (b) the debt
service on the Senior Series 2018 Bonds which the Authority expects to pay with [capitalized interest and PFCs].

2 Includes debt service on the Subordinate Series 2017 Bonds, the Subordinate Series 2010 Bonds [and the Subordinate Revolving
Obligations]. For purposes of the table only, the Subordinate Series 2017A Bonds are assumed to be issued in the aggregate
principal amount of $] ], bearing interest at a rate of [___]% per annum, and the Subordinate Series 2017B Bonds are assumed
to be issued in the aggregate principal amount of 3| ], bearing interest at a rate of [___ 1% per annum. Additionally, for purposes
of the table only, (i) $[15,849,000] aggregate principal amount of the tax-exempt Subordinate Revolving Obligations are assumed to
amortize over a [__] year period at an interest rate of [ 1%, and (ii) $[10,599,000] aggregate principal amount of the taxable
Subordinate Revolving Obligations are assumed to amortize over a [__] year period at an interest rate of [___]%.

% The Subordinate Debt Service Requirement numbers exclude (a) the debt service on the Subordinate Series 2010 Bonds which the
Authority expects to pay with PFCs and Federal Direct Payments (i.e. BAB subsidy), and (b) the debt service on the Subordinate
Series 2017 Bonds which the Authority expects to pay with. capitalized interest.

4 Calculated by dividing Net Revenues by the sum of Senior Debt Service Requirements and Subordinate Debt Service Requirements.

Source: Unison Consulting, Inc.

AIRPORT ENVIRONMENTAL MATTERS

There are several significant environmental matters which have direct and indirect impacts on the
Authority and SDIA, some of which are described below. These include aircraft noise reduction, clean
air requirements and hazardous substance cleanup. SDIA is heavily regulated, in part due to its proximity
to San Diego Bay. The Authority holds numerous regulatory permits, including permits for storm water,
hazardous materials, industrial waste, landfill remediation and wildlife.
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Master Plan Environmental Impact Report and Environmental Assessment

All development at SDIA is subject to the requirements for environmental studies and appropriate
clearances under the California Environmental Quality Act (“CEQA”) and, where federal funding or other
federal actions are involved, to the requirements of the National Environmental Protection Act (“NEPA”™).

An Environmental Impact Report under CEQA was prepared for the Master Plan (the “Master
Plan EIR”). The Master Plan EIR was certified as complete by the Authority in May 2008. As required
by statute, the Master Plan EIR was made available for public review prior to the adoption of the Master
Plan. No legal challenge to the Master Plan EIR was filed, and the statutory time for making such a
challenge has elapsed.

An Environmental Assessment for the Master Plan Near Term Improvements (the “Master Plan
EA”) under NEPA was prepared by the Authority in April 2009. The Master Plan EA was submitted to
the FAA in connection with certain projects set forth in the Master Plan, including, among others, the
Terminal 2 West Parking Plaza and the new FIS facility. The FAA issued a Finding of No Significant
Impact on April 20, 2009. The Master Plan EA examined numerous environmental impact categories,
including, among others, noise, air quality, water quality, historic, architectural and cultural resources,
fish, wildlife and plants, and construction impacts and cumulative impacts. In the Master Plan EA, the
Authority set forth its plans for mitigating any impacts on the environment that may arise in connection
with the construction of the projects identified in the Master Plan EA. No legal challenge to the Master
Plan EA was filed, and the statutory time for making such a challenge has elapsed.

In January 2017, the Authority began the process of preparing an Environmental Impact Report
with respect to the ADP. The Authority expects to complete this process before the end of 2019.

Airport Noise

Airport Noise and Capacity Act of 1990. In 1990, Congress adopted the Airport Noise and
Capacity Act of 1990 (the “ANCA”), which provided, among other things, for a phase-out of Stage 2
aircraft by December 31, 1999, and which also limited the scope of an airport operator’s regulatory
discretion for adopting new aircraft operational restrictions for noise purposes. The FAA subsequently
adopted regulations implementing ANCA under Part 161 of the Federal Aviation Regulations
(“Part 161”). From 1990 forward, airport proprietors considering the adoption of restrictions or
prohibitions on the operation of Stage 2 and Stage 3 aircraft are required to conduct studies which detail
the economic costs and benefits of proposed restrictions, as well as publish proposed restrictions and
provide notice to potentially affected airlines and conduct any necessary environmental analysis, prior to
enacting restrictions on the operation of Stage 2 or Stage 3 aircraft. Proposed restrictions on the operation
of Stage 3 aircraft adopted after 1990 also require affirmative approval of the FAA under defined
statutory criteria before they may legally be implemented. ANCA and Part 161 make the adoption of
many traditional aircraft operating restrictions by local airport proprietors on the operation of Stage 3
aircraft infeasible without the concurrence of the FAA, the air carriers or other operators affected by the
restrictions. Pursuant to Authority regulations, the Authority is required to prohibit the operation at SDIA
of any air carrier commercial aircraft not complying with Stage 3 noise levels. Aircraft noise reduction is
a significant federal and local issue which may require substantial capital investments by the airline
industry from time to time to meet applicable standards.

Additionally there are direct restrictions on operations at SDIA, primarily relating to noise

abatement. The Code of the Authority prohibits departures from SDIA between 11:30 p.m. and 6:30 a.m.
(the “Curfew™). No airline may schedule or advertise for a departure between 11:15 p.m. and 6:15 a.m.
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These restrictions are subject only to limited exceptions including emergency and mercy flights.
Landings at SDIA are not prohibited during the Curfew.

California Noise Standards. SDIA operates under a variance pursuant to the California Noise
Standards (CCR Title 21, Division 2.5, Subchapter 6). The California Noise Standards identify an
exterior 65 decibel (“dB”) Community Noise Equivalent Level (“CNEL”) contour at an airport as the
“Noise Impact Area.” Within the Noise Impact Area, the airport proprietor is required to ensure that all
land uses are compatible with the California Noise Standards, or the airport proprietor must secure
variances from the California Department of Transportation, Division of Aeronautics (“Caltrans”), under
the California Noise Standards until full compatibility is accomplished. Under California Noise
Standards, residential land uses may be deemed compatible through land acquisition, sound insulation
sufficient to achieve an interior noise level of 45 dB CNEL, or by obtaining an avigation easement for the
incompatible land use. To obtain a variance, an airport must demonstrate to the State of California that it
is making good faith efforts to achieve compliance with the state noise standards.

The Authority’s current variance was effective May 5, 2012, and expired on May 4, 2015. The
Authority applied for a new variance on April 9, 2015 and is awaiting Caltrans’ response. The Authority
continues to operate under the current variance. The granting of a variance requires the Authority to
continue implementation of its residential sound attenuation program during the term of the variance,
among other requirements.

Residential Sound Attenuation Program. In 1997, the Port District initiated a residential sound
attenuation program (the “RSAP”) with respect to eligible residences surrounding SDIA that are located
within the approved 65 CNEL contour. In connection with the renewal of its noise variance in 2001, the
Port District agreed to enhance its then current RSAP. The Authority’s current residential sound
insulation program (the “RSIP” or the “Quieter Home Program™) is an ongoing program that provides
acoustical insulation to all eligible single- and multi-family dwellings located in SDIA’s noise impact
area. The Authority mainly uses AIP grant revenues to pay for the RSIP. To date, the RSIP has sound-
attenuated over 3,400 residences. From its inception to April 30, 2017, the Authority has spent
approximately $159.4 million ($123.8 million of which has been paid with AIP grant revenues) on RSIP.

Fuel Storage Tanks

Underground fuel storage tanks are present on the property occupied by the Rental Car Center.
The On-Airport Rental Car Companies have agreed in the Rental Car Center Lease Agreements to pay for
remediation costs associated with any leakage of the underground fuel storage tanks.

The Authority owns the above-ground tanks that store airline fuel, which is transported to the
airfield via underground fuel lines. The fuel lines that supply fuel to the storage tanks are owned by a
third party. Airlines operating at SDIA that use these storage tanks and the fuel lines to the airfield have
entered into a lease agreement pursuant to which they are required to indemnify the Authority against any
liability associated therewith.

Air Quality and Carbon Management Plan

In May 2008, the Authority entered into a Memorandum of Understanding (the “MOU”) with the
Attorney General of the State regarding the Master Plan. Pursuant to the MOU, the Authority agreed to
certain specific measures to reduce the amount of greenhouse gas emissions from aviation and other
operations conducted at SDIA. Some of the specific measures the Authority agreed to take in the MOU
include, among others, providing landside power and preconditioned air to the gates at the terminals and
in the cargo facilities, replacing vehicles operating at SDIA with electric or alternative fuel vehicles, and
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using “green” materials for the construction of the projects including in the Master Plan. In December
2009, the Board approved the San Diego County Regional Airport Authority Air Quality Management
Plan (the “Air Quality Management Plan”), which sets forth the Authority’s specific plan for
implementing the provisions of the MOU. Many of the elements of the Air Quality Management Plan
have been incorporated into the Capital Program. Future improvements at SDIA also will need to
incorporate the provisions of the Air Quality Management Plan.

The Board adopted a Ground Transportation Vehicle Conversion Incentive-Based Program (the
“Incentive Program™) in accordance with the terms and conditions of the MOU. For various eligible
ground transportation providers at SDIA, the Incentive Program provides incentive payments, reduced
permit fees, and/or reduced trip fees for Alternative Fuel Vehicles (“AFVs”) and Clean Air Vehicles
(“CAVs”) through Fiscal Year 2021, but increased user fees for non-AFVs and non-CAVs beginning in
Fiscal Year 2015. The Authority estimates that the Incentive Program will cost approximately $500,000
in Fiscal Year 2018.

In 2016, the California legislature passed Senate Bill 32 that codifies the State’s commitment to
reduce greenhouse gas emissions 40% below 1990 levels by 2030. Two new policy documents, the
Sustainable Freight Action Plan and the Mobile Source Strategy, were recently released by the California
Air Resources Board (“CARB”) to assist with achieving this carbon reduction goal. These documents
identify emissions from airport shuttles and ground support equipment as priority action areas. As such,
the Authority has been proactively engaging CARB on the potential structure of any incentives or rules
that may be developed as a result. If new regulations are adopted by CARB, it will likely require the
Authority and the other users of the Airport to replace their shuttles and equipment with zero-emission
technologies at the end of their useful life.

Additionally, in 2016, the Authority worked with the San Diego Air Pollution Control District to
include the projects in the Capital Program and certain other projects that may be undertaken at the
Airport (including the ADP) over the next 20 years into the region’s updated State Implementation Plan
(“SIP”) for ozone. The SIP outlines the measures that will be implemented in the region to attain and
maintain air quality standards as required by the federal Clean Air Act and will be used by the Authority
to demonstrate general conformity for future improvements at SDIA

See “CERTAIN INVESTMENT CONSIDERATIONS—Climate Change Issues.”
Storm Water Management

Under the Federal Clean Water Act and Environmental Protection Agency regulations, the
Authority is required to obtain certain storm water runoff discharge permits. The Authority has received
permits from the San Diego Regional Water Quality Control Board (the “SDRWQCB”) and the State
Water Resources Control Board. The Authority is currently in compliance with all of its storm water
runoff discharge permits.

Certain portions of the SDIA, fueling, maintenance and wash areas, are regulated under
California’s Industrial General Permit, adopted on July 1, 2015 by the State Water Resources Control
Board. As part of the new permit, industrial facilities’ storm water discharges need to be below certain
“numeric action limits” for water quality parameters. In July 2016, SDIA was categorized as a Level 1
facility, and the Authority developed an exceedance response action plan to identify additional best
management practices that will be implemented to reduce concentrations of heavy metals in storm water
runoff. Similarly, the Authority’s compliance with the Municipal Separate Storm Sewer System (MS4)
permit is focused on reducing the frequency of heavy metals exceedances during wet weather events. As
such, the Authority has expanded its own requirements to prioritize storm water infiltration and/or capture
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and reuse systems within new development projects, such as the Terminal 2 Parking Plaza and the new
FIS facility.

On June 18, 2014, the SDRWQCB issued an Investigative Order directing the Authority, General
Dynamics and the Port District to submit technical reports pertaining to an investigation of sediment
chemistry in the Laurel Hawthorn Central Embayment in San Diego Bay. The Investigative Order
alleged that an unauthorized discharge of wastes occurred as evidenced by the presence of
polychlorinated biphenyl, total petroleum hydrocarbons, volatile organic compounds, polycyclic aromatic
hydrocarbons, metals and pesticides in the bay sediments. Although the Authority believes it is not
legally responsible for any harmful discharges at the identified location, it agreed with the other parties to
participate in and share in the funding of the investigation and study. The Final Sediment Chemistry
Report was provided to the SDRWQCB and that investigation was completed. In November 2016, the
SDRWQCB indicated it will likely issue an additional Investigative Order for the purpose of additional
remedial investigation in the Laurel Hawthorn Central Embayment. As of the date of this Official
Statement, the Authority cannot predict if it will be found liable for the costs of any future remediation.

In December 2016, the U.S. Department of the Navy released a draft Record of Decision for a
Final Remedial Action Plan in order to cleanup chemically-impacted sediments in the former Naval
Training Center San Diego Boat Channel immediately adjacent to SDIA. In a letter to the Authority
dated December 28, 2016, the Department of the Navy alleged that the Authority was a responsible party
under the federal Comprehensive Environmental Response, Compensation, and Liability Act due to past
contributions of metals and other contaminants into the Boat Channel. The Authority cannot predict
whether or to what extent it may be liable for the costs of any future remediation. However, the
Department of the Navy has been initially receptive to the Authority only providing in-kind contributions,
if needed, to any future remediation actions.

CERTAIN INVESTMENT CONSIDERATIONS

Prospective purchasers of the Subordinate Series 2017 Bonds are urged to read this Official
Statement, including all Appendices, in its entirety. The following information should be considered by
prospective investors, in addition to the other matters set forth in this Official Statement in evaluating the
Subordinate Series 2017 Bonds. However, it does not purport to be a comprehensive or exhaustive
discussion of risks or other considerations which may be relevant to an investment in the Subordinate
Series 2017 Bonds. In addition, the order in which the following information is presented is not intended
to reflect the relative importance of any such considerations. There can be no assurance that other risk
factors not discussed herein will not become material in the future.

Subordinate Series 2017 Bonds Are Special Obligations

The Subordinate Series 2017 Bonds are special obligations of the Authority, payable solely from
and secured by a pledge of (a) Subordinate Net Revenues, which include certain income and revenue
received by the Authority from the operation of the Airport System less all amounts that are required to
pay the Operation and Maintenance Expenses of the Airport System and less all amounts necessary to pay
debt service on and fund the reserves for the Senior Bonds; and (b) certain funds and accounts held by the
Subordinate Trustee under the Subordinate Indenture. None of the properties of the Airport System are
subject to any mortgage or other lien for the benefit of the owners of the Subordinate Series 2017 Bonds,
and neither the full faith and credit nor the taxing power of the Authority, the City, the County, the State
or any political subdivision or agency of the State is pledged to the payment of the principal of or interest
on the Subordinate Series 2017 Bonds.
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Factors Affecting the Airline Industry

General. Key factors that affect airline traffic at SDIA and the financial condition of the airlines,
and, therefore, the amount of Subordinate Net Revenues available for payment of the Subordinate Series
2017 Bonds, include: local, regional, national and international economic and political conditions;
international hostilities; world health concerns; aviation security concerns; airline service and routes;
airline airfares and competition; airline industry economics, including labor relations and costs;
availability and price of aviation fuel; regional, national and international environmental regulations;
airline consolidation and mergers; capacity of the national air traffic control and airport systems; capacity
of SDIA; competition from other airports; and business travel substitutes, including teleconferencing,
videoconferencing and web-casting.

The airline industry is highly cyclical and is characterized by intense competition, high operating
and capital costs and varying demand. Passenger and cargo volumes are highly sensitive to general and
localized economic trends, and passenger traffic varies substantially with seasonal travel patterns. The
profitability of the airline industry can fluctuate dramatically from quarter to quarter and from year to
year, even in the absence of catastrophic events such as the terrorist attacks of September 11, 2001 and
the economic recession that occurred between 2008 and 2009. Other business decisions by airlines, such
as the reduction, or elimination, of service to unprofitable markets, increasing the use of smaller, regional
jets and changing hubbing strategies have also affected air traffic at SDIA and could have a more
pronounced effect in the future.

In addition to revenues received from the airlines, the Authority derives a substantial portion of
its revenues from concessionaires including parking operations, food and beverage concessions, retail
concessions, car rental companies, and others. See “AGREEMENTS FOR THE USE OF AIRPORT
FACILITIES” and “FINANCIAL INFORMATION.” Declines in passenger traffic at SDIA may
adversely affect the commercial operations of many of these concessionaires. While the Authority’s
agreements with concessionaires require the concessionaires to pay a minimum annual guarantee, severe
financial difficulties could lead to a failure by a concessionaire to make the required payments or could
lead to the cessation of operations of such concessionaire.

Many of these factors are outside the Authority’s control. Changes in demand, decreases in
aviation activity and their potential effect on enplaned passenger traffic at SDIA may result in reduced
Revenues and PFCs. Following are just a few of the factors affecting the airline industry including,
regional and national economic conditions, threats of terrorism, costs of aviation fuel, and airline
concentration. See also “—Aviation Security Concerns” below for additional discussion on the costs of
security.

Economic Conditions. Historically, the financial performance of the air transportation industry
has correlated with the state of the national and global economies. See “APPENDIX A—FINANCIAL
FEASIBILITY REPORT.”

Threats of Terrorism. Recent and ongoing terrorist attacks and threats of terrorism have had, and
may continue to have, a negative impact on air travel. According to news reports, terrorist attacks over
the last year in London, Nice, Munich, Paris, Brussels and Istanbul, among other cities, have had a
negative impact on tourists traveling to, and throughout, Europe and, thereby, a negative effect on airline
revenues. The Authority cannot predict the likelihood of future incidents similar to the terrorist attacks of
September 11, 2001 or the terrorist attacks in Nice, Munich, Paris, Brussels and Istanbul, the likelihood of
future air transportation disruptions or the impact on the Authority or the airlines operating at SDIA from
such incidents or disruptions.
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Cost of Aviation Fuel. Airline earnings are significantly affected by changes in the price of
aviation fuel. According to Airlines for America, fuel, along with labor costs, is one of the largest cost
components of airline operations, and continues to be an important and uncertain determinate of an air
carrier’s operating economics. There has been no shortage of aviation fuel since the “fuel crisis” of 1974,
but any increase in fuel prices causes an increase in airline operating costs. Fuel prices continue to be
susceptible to, among other factors, political unrest in various parts of the world (particularly in the oil-
producing nations in the Middle East and North Africa), Organization of Petroleum Exporting Countries
policy, the growth of economies around the world, the levels of inventory carried by industries, the
amounts of reserves maintained by governments, disruptions to production and refining facilities and
weather. According to Airlines for America, for the first quarter of 2017, jet fuel accounted for
approximately [ 1% of the airline industry’s operating expenses. The price of aviation fuel rose to an
all-time high of approximately $3.75 per gallon in July 2008. According to the U.S. Bureau of
Transportation Statistics, the price of aviation fuel averaged approximately $[ ] per gallon for the first
three months of 2017. Significant and prolonged increases in the cost of aviation fuel are likely to have
an adverse impact on air transportation industry profitability and hamper the recovery plans and cost-
cutting efforts of certain airlines.

Airline Concentration; Effect of Airline Industry Consolidation. The airline industry continues
to evolve as a result of competition and changing demand patterns and it is possible the airlines serving
SDIA could consolidate operations through acquisition, merger, alliances and code share sales strategies.
Examples of airlines mergers occurring over the last several years include: (a) in 2008, Delta acquired
Northwest and its affiliated Air Carriers, Mesaba, Pinnacle (now known as Endeavor) and Compass; (b)
on October 1, 2010, United Airlines and Continental Airlines merged and United Airlines and Continental
Airlines began operating as a single airline (under the United brand) in March 2012; (c) on May 2, 2011,
Southwest acquired Air Tran, and Southwest and Air Tran began operating as a single airline (under the
Southwest brand) in March 2012; (d) on December 9, 2013, AMR Corporation, along with its subsidiaries
American Airlines and American Eagle, merged with US Airways Group, Inc., and American and US
Airways began operating as a single airline (under the American brand) in October 2015; and (e) in
December 2016, Alaska Air Group acquired Virgin America Inc. To date none of these mergers have had
any material impact on airline service or enplanements at SDIA. While these prior mergers have not had
any material impact on airline service or enplanements at SDIA or on Revenues, future mergers or
alliances among airlines operating at SDIA may result in fewer flights or decreases in gate utilization by
one or more airlines. Such decreases could result in reduced Revenues, reduced PFC collections and/or
increased costs for the other airlines serving SDIA.

Bankruptcy by Airlines and Concessionaires

A bankruptcy of an airline or of another tenant or tenants operating from SDIA could result in
delays or reductions in payments on the Subordinate Series 2017 Bonds.

Since December 2000, several airlines that currently operate at SDIA, including, among others,
United Airlines, Delta Air Lines, American Airlines and Frontier Airlines, have filed for and reorganized
under bankruptcy protection. Additional bankruptcy filings may occur in the future. The bankruptcy of
an airline with significant operations at SDIA could have a material adverse effect on operations of SDIA,
Revenues, and the cost to the other airlines operating at SDIA.

In the event of a bankruptcy by an airline or other tenant operating from SDIA, the automatic stay
provisions of the United States Bankruptcy Code (the “Bankruptcy Code”) could prevent (unless approval
of the bankruptcy court was obtained) any action to collect any amount owing by an airline or other tenant
to the Authority or any action to enforce any obligation of an airline or other tenant to the Authority.
With the authorization of the bankruptcy court, an airline or other tenant may be able to repudiate some or
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all of its agreements with the Authority and stop performing its obligations (including payment
obligations) under such agreements. Such a repudiation also could excuse the other parties to such
agreements from performing any of their obligations. An airline or other tenant may be able, without the
consent and over the objection of the Authority to alter the terms, including the payment terms, of its
agreements with the Authority, as long as the bankruptcy court determines that the alterations are fair and
equitable. In addition, with the authorization of the bankruptcy court, an airline or other tenant may be
able to assign its rights and obligations under any of its agreements with the Authority to another entity,
despite any contractual provisions prohibiting such an assignment. The Subordinate Trustee and the
holders of the Subordinate Series 2017 Bonds may be required to return to an airline or other tenant as
preferential transfers any money that was used to make payments on the Subordinate Series 2017 Bonds
and that was received by the Authority or the Subordinate Trustee from such airline or other tenant during
the 90 days immediately preceding the filing of the bankruptcy petition. Claims by the Authority under
any lease with an airline or agreement with another tenant may be subject to limitations.

As described under “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT—
Funding Sources for Capital Program—Passenger Facility Charges,” the airlines serving SDIA also are
required to pay to the Authority PFCs collected from enplaned passengers at SDIA. The PFC Act
provides that PFCs collected by the airlines constitute a trust fund held for the beneficial interest of the
eligible agency (i.e., the Authority) imposing the PFCs, except for any handling or retention of interest
collected on unremitted proceeds. In addition, federal regulations require airlines to account for PFC
collections separately and to disclose the existence and amount of funds regarded as trust funds in their
respective financial statements. However, the airlines, provided they are not under bankruptcy protection,
are permitted to commingle PFC collections with other revenues. The bankruptcy courts have not fully
addressed such trust arrangements. Therefore, the Authority cannot predict how a bankruptcy court might
rule on this matter in the event of a bankruptcy filing by one of the airlines operating at SDIA. The PFC
Act requires an airline in bankruptcy protection to segregate PFC collections from all of its other
revenues. It is possible that the Authority could be held to be an unsecured creditor with respect to
unremitted PFCs held by an airline that has filed for bankruptcy protection. Additionally, the Authority
cannot predict whether an airline operating at SDIA that files for bankruptcy protection would have
properly accounted for the PFCs owed to the Authority or whether the bankruptcy estate would have
sufficient moneys to pay the Authority in full for the PFCs owed by such airline. PFCs are not pledged to
the repayment of any Senior Bonds or Subordinate Obligations (including the Subordinate Series 2017
Bonds), however, the Authority has in the past and expects to in the future use PFCs to pay a portion of
the debt service on the Senior Series 2013 Bonds and the Subordinate Series 2010 Bonds. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS—
Use of PFCs to Pay Debt Service.”

Each airline operating at SDIA is required to provide the Authority with a letter of credit equal to
approximately three months of estimated obligations payable by the airline to the Authority. In the event
of bankruptcy of an airline, the Authority would be able to draw on any such letter of credit to pay
obligations owed by the bankrupt airline. Payments under any letter of credit may not be sufficient to pay
the Authority all amounts owned by the bankrupt airline.

There may be delays in payments to the Authority and resulting delays in the payment of
principal of and interest on the Subordinate Series 2017 Bonds while the court considers any of the issues
described above. There may be other possible effects of a bankruptcy of an airline or other tenant that
could result in delays or reductions in payments on the Subordinate Series 2017 Bonds. Regardless of
any specific adverse determinations in an airline or other tenant bankruptcy proceeding, the fact of an
airline or other tenant bankruptcy proceeding could have an adverse effect on the liquidity and value of
the Subordinate Series 2017 Bonds.
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Southwest Airlines — SDIA’s Largest Carrier

In Fiscal Year 2016, Southwest Airlines accounted for approximately 37.9% of the total enplaned
passengers at SDIA. Where an airport has a sizable market share accounted for by a single airline, there
is risk associated with the potential for that airline to reduce or discontinue service. However, in the case
of Southwest Airlines at SDIA, this risk is mitigated by the following factors: (a) Southwest Airlines is a
consistently profitable airline; and (b) the development of service by Southwest Airlines at SDIA has
demonstrated a large O&D passenger demand that could be served by other airlines at SDIA in the
unlikely event Southwest Airlines were to reduce service at SDIA. Nevertheless, the Authority cannot
predict what effect a reduction or discontinuation of service by Southwest would have on the Authority or
Revenues, or whether another airline would absorb the service provided by Southwest.

Aviation Security Concerns

Concerns about the safety of airline travel and the effectiveness of security precautions,
particularly in the context of international hostilities (such as those that have occurred and continue to
occur in the Middle East), terrorist attacks (see “—Factors Affecting the Airline Industry—Threats of
Terrorism” above), increased threat levels declared by the Department of Homeland Security and world
health concerns such as the Severe Acute Respiratory Syndrome (“SARS”) outbreak in 2003, the HIN1
influenza (“swine flu”) outbreak in 2009 and 2010 and the Zika virus outbreak that began in South
America in 2015 and has spread to certain parts of southern Florida, may influence passenger travel
behavior and air travel demand. Travel behavior may be affected by anxieties about the safety of flying
and by the inconveniences and delays associated with more stringent security screening procedures, both
of which may give rise to the avoidance of air travel generally and the switching from air to surface travel
modes.

The Authority cannot predict whether SDIA will be targets of terrorists in the future.
Additionally, the Authority cannot predict the effect of any future government-required security measures
on passenger activity at SDIA.

Regulations and Restrictions Affecting SDIA

General. The operations of SDIA are affected by a variety of contractual, statutory and
regulatory restrictions and limitations including, without limitation, the provisions of the Airline Lease
Agreements, the federal acts authorizing the imposition, collection and use of PFCs and extensive federal
legislation and regulations applicable to all airports in the United States. In the aftermath of the terrorist
attacks of September 11, 2001, SDIA also has been required to implement enhanced security measures
mandated by the FAA, the Department of Homeland Security and Airport management.

It is not possible to predict whether future restrictions or limitations on operations at SDIA will be
imposed, whether future legislation or regulations will affect anticipated federal funding or PFC
collections for capital projects for SDIA, whether additional requirements will be funded by the federal
government or require funding by the Authority, or whether such restrictions or legislation or regulations
would adversely affect Revenues. See “—Awviation Security Concerns” above.
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State Tidelands Trusts

Nearly all of the land on which SDIA’s facilities are located is held in trust by the Port District
pursuant to tidelands grants from the State. Generally, the use of lands subject to the trust is limited under
the terms of the grants to harbor and airport uses and other uses of statewide interest, such as fishing,
public recreation and enjoyment of the waterfront. Pursuant to the Act, the Port District has leased the
land on which SDIA is located to the Authority until 2069. There also are certain limitations on the use
of funds generated from facilities located on this land. However, none of the various restrictions are
expected to affect the operations of SDIA or the finances of the Authority. The grants may be subject to
amendment or revocation by the State legislature, as grantor of the trust and as representative of the
beneficiaries (the people of the State). Under the law, any such amendment or revocation could not
impair the accomplishment of trust purposes, or abrogate the existing covenants and agreements between
the Port District, as trustee, the Authority, as lessee, and the Authority’s bondholders. The Authority does
not anticipate that the State will revoke the tidelands grants.

Federal Law Affecting Airport Rates and Charges

In general, federal aviation law requires that airport fees charged to airlines and other aeronautical
users be reasonable and that in order to receive federal grant funding, all airport generated revenues must
be expended for the capital or operating costs of the airport, the local airport system, or other local
facilities owned or operated by the airport owner that are directly and substantially related to air
transportation of passengers or property. The Authority is not aware of any formal dispute involving
SDIA over any existing rates and charges. The Authority believes that the rates and charges methodology
it utilizes and the rates and charges it imposes upon air carriers, foreign air carriers and other aeronautical
users are reasonable and consistent with applicable law. However, there can be no assurance that a
complaint will not be brought against the Authority in the near-term or in the future, challenging such
methodology and the rates and charges established by the Authority, and if a judgment is rendered against
the Authority, there can be no assurance that rates and charges paid by aeronautical users of SDIA will
not be reduced. An adverse determination in a future challenge could limit the ability of the Authority to
charge airlines rates sufficient to meet the rate covenants in the Master Senior Indenture and the Master
Subordinate Indenture and could have a material adverse impact on the receipt of Revenues.

Additionally, the policies of the FAA prohibit an airport from making direct or indirect payments
that exceed the fair and reasonable value of the respective services and facilities provided to the airport.
The Port District provides certain services to the Authority and leases several parcels of land to the
Authority. If the FAA were to rule that the Authority’s payments to the Port District for the services
provided by the Port District and/or for the lease of the several parcels of land to the Authority violate the
policies of the FAA, the Authority would be solely responsible for correcting any such violations. If the
Authority violates the policies of the FAA, the FAA may withhold payment of AIP grants or rescind the
Authority’s ability to collect PFCs until the Authority corrects such violation. The Authority is not aware
of any challenges by the FAA to the payments being made by the Authority to the Port District.

Restrictions on Airport Facilities and Operations

There are restrictions on the Authority’s ability to expand and develop facilities at SDIA. Current
conditions at SDIA make the addition of a runway difficult. Obstacles to runway expansion include
significant geographic obstructions, major land acquisition requirements, extensive infrastructure impacts,
increased noise impacts and community resistance. Geographic obstructions include high terrain to the
northeast and southwest of SDIA and manmade obstructions, such as office buildings, to the northeast,
east and southeast of SDIA. See “SAN DIEGO INTERNATIONAL AIRPORT—EXisting Facilities.”
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Additionally there are direct restrictions on operations at SDIA, primarily relating to noise
abatement. The Code of the Authority prohibits departures from SDIA between 11:30 p.m. and 6:30 a.m.
(the “Curfew”). No airline may schedule or advertise for a departure between 11:15 p.m. and 6:15 a.m.
These restrictions are subject only to limited exceptions including emergency and mercy flights.
Landings at SDIA are not prohibited during the Curfew. See “AIRPORT ENVIRONMENTAL
MATTERS—Airport Noise.”

These restrictions on facilities and operations may limit the number of passengers and flights
which SDIA can accommodate in the future which, in turn, may limit the amount of Revenues the
Authority can generate.

Unavailability of, or Delay in, Anticipated Funding Sources

As described herein, the Authority anticipates that funding for the Capital Program has been and
will be provided through a combination of proceeds of the Subordinate Series 2017 Bonds, the
previously-issued Senior Series 2013 Bonds, the previously-issued Subordinate Series 2010 Bonds, the
previously-issued Series 2014 Special Facilities Bonds and Additional Senior Bonds to be issued in 2018,
internally generated cash of the Authority, PFC revenues on a pay-as-you-go basis, AIP grants, and other
sources. See “DEVELOPMENT OF SAN DIEGO INTERNATIONAL AIRPORT—Funding Sources for
Capital Program” and “APPENDIX A—FINANCIAL FEASIBILITY REPORT?” for a description of the
financing plan for the Capital Program. In the event that any of such sources are unavailable for any
reason, including unavailability of internally generated cash flow; reduction in the amount of PFCs or
AIP grants available to the Authority; non-appropriation of, or delay in payment of, federal fund or
grants; the inability of the Authority to issue or sell Additional Senior Bonds and/or Additional
Subordinate Obligations; or any other reason, the completion of the projects included in the Capital
Program could be substantially delayed and financing costs could be higher than projected. There can be
no assurances that such circumstances will not materially adversely affect the financial condition or
operations of SDIA and the Authority.

Availability of PFCs. The Authority expects to use approximately $88 million of PFCs on a pay-
as-you-go basis to finance a portion of the costs of the Capital Program and $779 million of PFCs to pay
debt service on PFC Eligible Bonds (a portion of the Senior Series 2013 Bonds and a portion of the
Subordinate Series 2010 Bonds) though Fiscal Year 2043. See “SECURITY AND SOURCES OF
PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS—Use of PFCs to Pay Debt Service.”

The amount of PFCs received by the Authority in future years will vary based upon the actual
number of PFC-eligible passenger enplanements at SDIA. No assurance can be given that any level of
enplanements will be realized. See “—Factors Affecting the Airline Industry” above. Additionally, the
FAA may terminate the Authority’s ability to impose the PFC, subject to informal and formal procedural
safeguards, if (a) PFC revenues are not being used for approved projects in accordance with the FAA’s
approval, the PFC Act or the PFC Regulations; or (b) the Authority otherwise violates the PFC Act or the
PFC Regulations. Its authority to impose the PFC may also be terminated if the Authority violates certain
provisions of ANCA and its implementing regulations. The regulations under ANCA also contain
procedural safeguards to ensure that the Authority’s ability to impose a PFC would not be summarily
terminated. No assurance can be given that the Authority’s ability to impose the PFC will not be
terminated by Congress or the FAA, that the PFC program will not be modified or restricted by Congress
or the FAA so as to reduce PFC revenues available to the Authority or that the Authority will not seek to
decrease the amount of the PFC to be collected, provided such decrease does not violate the Authority’s
covenant in the PFC Resolution.
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A shortfall in PFC revenues, as a result of the FAA or Congress reducing or terminating the
Authority’s ability to collect PFCs or as a result of any other actions, may cause the Authority to increase
rates and charges at SDIA to meet the debt service requirements on the Senior Series 2013 Bonds and the
Subordinate Series 2010 Bonds that the Authority plans to pay with PFCs, and/or require the Authority to
identify other sources of funding to pay for the costs of the Capital Program projects currently expected to
be paid with PFC revenues, including issuing Additional Senior Bonds and/or Additional Subordinate
Obligations.

Availability of Federal Funds. See also “DEVELOPMENT OF SAN DIEGO
INTERNATIONAL AIRPORT—Funding Sources for Capital Program—~Federal Funding,” for a
discussion of the assumptions with respect to AIP grant funding. Although the Authority considers these
assumptions to be reasonable, assumptions are inherently subject to certain uncertainties and
contingencies. Actual AIP funding levels and the timing of the receipt of such funds vary and such
differences may be material. Funds obligated for the AIP are drawn from the Airport and Airway Trust
Fund that is supported by user fees, fuel taxes, and other similar revenue sources that must be authorized
and approved by Congress.

If there is a reduction in the amount of AIP grants awarded to the Authority, such reduction could
(i) increase by a corresponding amount the capital expenditures that the Authority would need to fund
from other sources (including operating revenues, Additional Senior Bonds or Additional Subordinate
Obligations), (ii) result in cancellation of certain Capital Program projects or (iii) extend the timing for
completion of certain projects.

Federal Funding; Impact of Federal Sequestration

On February 6, 2012, Congress passed a four-year reauthorization bill for the FAA, the “FAA
Modernization and Reform Act of 2012 (the “2012 FAA Reauthorization”) which was signed into law
on February 14, 2012 by the President. The 2012 FAA Reauthorization had an original expiration date of
September 30, 2015. This was the first long-term FAA authorization since the last such authorization
expired in 2007. Between 2007 and the 2012 reauthorization, there were 23 short-term extensions of the
FAA’s authority and a two-week partial shutdown of the FAA in the summer of 2011. Similarly, the
2012 FAA Reauthorization has been extended three times, most recently on July 15, 2016, and now
expires on September 30, 2017. The 2012 FAA Reauthorization, and the three extensions, retained the
federal cap on Passenger Facility Charges at $4.50 and continued funding for AIP through September 30,
2017. The AIP provides federal capital grants to support airport infrastructure, including entitlement
grants (determined by formulas based on passenger, cargo, and general aviation activity levels) and
discretionary grants (allocated on the basis of specific set-asides and the national priority ranking system).
There can be no assurance that the FAA will receive spending authority beyond the September 30, 2017
extension. In addition, the AIP could be affected by the automatic across-the-board spending cuts, known
as sequestration, described in more detail below. The Authority is unable to predict the level of available
AIP funding it may receive. If there is a reduction in the amount of AIP grants awarded to the Authority
for the Airport, such reduction could (i) increase by a corresponding amount the capital expenditures that
the Authority would need to fund from other sources (including operating revenues, Additional Senior
Bonds and/or Additional Subordinate Obligations), (ii) result in decreases to the projects in the Capital
Program, or (iii) extend the timing for completion of certain projects. See “DEVELOPMENT OF SAN
DIEGO INTERNATIONAL AIRPORT—Funding Sources for Capital Program.”

Federal funding received by the Authority and aviation operations could be adversely affected by
the implementation of sequestration — a unique budgetary feature first introduced in the Budget Control
Act of 2011, which, among other things, reduced spending for most federal programs and reduced subsidy
payments to be made to issuers of “direct-pay” bonds, such as Build America Bonds, including the
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Subordinate Series 2010C Bonds. As a result of the ongoing sequestration, in 2017, the Authority expects
that the subsidy receivable by it on the Subordinate Series 2010C Bonds will be reduced by 6.8% or
approximately $340,000.

Sequestration could also adversely affect FAA and TSA budgets, operations and the availability
of certain federal grant funds typically received annually by the Authority which may cause the FAA or
TSA to implement furloughs of its employees and hiring freezes, including air traffic controllers, and
result in flight delays and flight cancellations, implement hiring freezes.

Between Fiscal Years 2013 and 2017, the Authority received, on average, approximately $18.5
million of grant revenues per Fiscal Year from the FAA and the TSA. The Authority is unable to predict
future sequestration funding cuts or furloughs or the impact of such actions on the Airport’s airline traffic,
grant receipts and Revenues. The Authority intends to take any commercially reasonable measures
necessary to continue smooth operation of SDIA.

Financial Feasibility Report

The Financial Feasibility Report included as Appendix A to this Official Statement contains
certain assumptions and forecasts. The Financial Feasibility Report should be read in its entirety for a
discussion of historical and forecasted results of enplanements, operations and debt service coverage and
the assumptions and rationale underlying the forecasts. As noted in the Financial Feasibility Report, any
forecast is subject to uncertainties. Inevitably, some assumptions used to develop the forecasts will not be
realized, and unanticipated events and circumstances may occur. Therefore, there are likely to be
differences between forecast and actual results, and those differences may be material.

Accordingly, the projections contained in the Financial Feasibility Report or that may be
contained in any future certificate of the Authority or a consultant are not necessarily indicative of future
performance, and neither the Feasibility Consultant nor the Authority assumes any responsibility for the
failure to meet such projections. In addition, certain assumptions with respect to future business and
financing decisions of the Authority are subject to change. No representation is made or intended, nor
should any representation be inferred, with respect to the likely existence of any particular future set of
facts or circumstances, and prospective purchasers of the Subordinate Series 2017 Bonds are cautioned
not to place undue reliance upon the Financial Feasibility Report or upon any projections or requirements
for projections. If actual results are less favorable than the results projected or if the assumptions used in
preparing such projections prove to be incorrect, the amount of Subordinate Net Revenues, PFCs and
federal funds and grants may be materially less than expected and consequently, the ability of the
Authority to make timely payment of the principal of and interest on the Subordinate Series 2017 Bonds
may be materially adversely affected.

Neither the Authority’s independent auditors, nor any other independent accountants have
compiled, examined or performed any procedures with respect to the Subordinate Net Revenues forecast,
nor have they expressed any opinion or any form of assurance on such information or its achievability,
and assume no responsibility for, and disclaim any association with, the Subordinate Net Revenues
forecast, nor have they expressed any opinion or any form of assurance on such information or its
achievability, and assume no responsibility for, and disclaim any association with, the Subordinate Net
Revenues forecast.
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Impact of Potential Earthquakes

Although the San Diego area has not experienced any significant damage from seismic activities,
the geographical area in which SDIA is located is subject to unpredictable seismic activity. Southern
California is characterized by a number of geotechnical conditions which represent potential safety
hazards, including expansive soils and areas of potential liquefaction. The San Andreas, Rose Canyon,
Elsinore and San Jacinto fault zones are all capable of producing earthquakes in the San Diego area.
SDIA has not experienced any significant losses of facilities or services as a result of earthquakes.

The main terminal buildings of SDIA were seismically upgraded in the mid-1990s and comply
with applicable building codes. However, SDIA’s facilities could sustain extensive damage in a major
seismic event, ranging from total destruction of SDIA, to destabilization or liquefaction of the soils, to
little or no damage at all. There can be no assurances that damage resulting from an earthquake will not
materially adversely affect the financial condition or operations of SDIA or the ability of the Authority to
generate Net Revenues and Subordinate Net Revenues in the amounts required by the Senior Indenture
and the Subordinate Indenture, as applicable. The Authority does not currently maintain earthquake
insurance, but as of April 30, 2017, the Authority had designated $9,412,300 from its net position as an
insurance contingency, which could be used in the event of damage to the Airport from an earthquake,
among other things.. See “FINANCIAL INFORMATION—Risk Management and Insurance.”

The Authority is unable to predict when another earthquake may occur and what impact, if any, it
may have on SDIA or the finances of the Authority or whether the Authority will have sufficient
resources to rebuild or repair damaged facilities following a major earthquake.

Climate Change Issues

Possible Increased Regulations. [Update to come] Climate change concerns are leading to new
laws and regulations at the federal and state levels that could have a material adverse effect on airlines
operating at SDIA and also could affect ground operations at airports.

The U.S. Environmental Protection Agency (“EPA”) has taken steps towards the regulation of
greenhouse gas (“GHG”) emissions under existing federal law. Those steps may in turn lead to further
regulation of aircraft GHG emissions. Regulation by the EPA can be initiated by private parties or by
governmental entities other than EPA. In 2007, several states, including California, petitioned EPA to
regulate GHGs from aircraft. On July 30, 2008, EPA issued an Advanced Notice of Proposed
Rulemaking (“ANPR™) relating to GHG emissions and climate change. Part of the ANPR requested
comments on whether and how to regulate GHG emissions from aircraft. The final rule, the Mandatory
Reporting of Greenhouse Gases Rule (74 FR 56260), requires reporting of GHG data and other relevant
information from large stationary sources and electricity and fuel suppliers, but not mobile aircraft.
While the EPA has not yet taken any action to regulate GHG emissions from aircraft, regulation may still
be forthcoming. On July 5, 2011, the U.S. District Court for the District of Columbia issued an order
concluding that the EPA has a mandatory obligation under the Clean Air Act to consider whether the
greenhouse gas and black carbon emissions of aircraft engines endanger public health and welfare. The
EPA is in the process of determining whether greenhouse gas and black carbon emissions of aircraft
engines endanger public health and welfare. The Authority cannot predict what the EPA’s findings will
be or what effect they will have on the Authority or operations at SDIA.

In addition to these regulatory actions, other laws and regulations limiting GHG emissions have
been adopted by a number of states, including California, and have been proposed on the federal level.
California passed Assembly Bill 32, the “California Global Warming Solutions Act of 2006,” which
requires the Statewide level of GHGs to be reduced to 1990 levels by 2020. On October 20, 2011, the
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California Air Resources Board (“CARB”) made the final adjustments to its implementation of Assembly
Bill 32: the “California-Cap-and-Trade Program” (the “Program”) which was implemented in January
2012. The Program covers regulated entities emitting 25,000 MtCO2e per year or more and entities in
certain listed industries, including major industrial sources, electricity generating facilities, and fuel
suppliers. No-covered entities are encouraged to opt-in and voluntarily participate in the Program. It is
expected that the Program will result in rising electricity and fuel costs, which may adversely affect the
airlines serving SDIA and SDIA operations. See “AIRPORT ENVIRONMENTAL MATTERS—AIr
Quality Management Plan” for a discussion of the Authority’s plans to reduce GHG emissions at SDIA.

The Authority is unable to predict what federal and/or state laws and regulations with respect to
GHG emissions will be adopted, or what effects such laws and regulations will have on airlines serving
SDIA or on SDIA operations. The effects, however, could be material.

Possible Sea-Level Rise. SDIA is located approximately one-half mile from San Diego Bay,
which is located approximately two miles from the Pacific Ocean. The San Diego area, including SDIA,
may be exposed to rising sea levels as a result of global warming. In May 2009, the California Climate
Change Center released a final paper entitled “The Impacts of Sea-Level Rise on the California Coast”
that was funded by the California Energy Commission, the California Environmental Protection Agency,
the Metropolitan Transportation Commission, the California Department of Transportation, and the
California Ocean Protection Council. The paper posits that increases in sea level will be a significant
impact of climate change over the next century. While noting that impacts are highly site-specific and
somewhat speculative, the paper indicated that the San Diego area, including SDIA, were not vulnerable
to flooding with a 1.4-meter sea level rise. However, the Authority is unable to predict whether sea-level
rise or other impacts of climate change will occur while the Subordinate Series 2017 Bonds are
outstanding, and if any such events occur, whether there will be an adverse impact, material or otherwise,
on Revenues.

Ability To Meet Rate Covenant

As discussed in “SECURITY AND SOURCES OF PAYMENT FOR THE SUBORDINATE
SERIES 2017 BONDS—Subordinate Rate Covenant,” the Authority has covenanted in the Master
Subordinate Indenture to establish, fix, prescribe and collect rates, tolls, fees, rentals and charges in
connection with the Airport System and for services rendered in connection therewith, so that during each
Fiscal Year the rate covenant set forth in the Master Subordinate Indenture is met. In addition to
Subordinate Net Revenues, the Authority expects to use approximately $30 million of PFCs each Fiscal
Year between Fiscal Year 2018 and Fiscal Year 2023 to pay debt service on the PFC Eligible Bonds (the
Senior Series 2013 Bonds and the Subordinate Series 2010 Bonds). If PFCs are used to pay principal of
and/or interest on the PFC Eligible Bonds, such principal and/or interest is excluded from the calculation
of debt service on the PFC Eligible Bonds; thus decreasing debt service and increasing debt service
coverage for purposes of the rate covenant under the Master Subordinate Indenture. See “SECURITY
AND SOURCES OF PAYMENT FOR THE SUBORDINATE SERIES 2017 BONDS—Use of PFCs to
Pay Debt Service.” Also see “—Availability of PFCs” above.

If Subordinate Net Revenues (and PFCs expected to be used to pay debt service) were to fall
below the levels necessary to meet the rate covenant set forth in the Master Subordinate Indenture, the
Master Subordinate Indenture provides for procedures under which the Authority would retain and direct
a Consultant to make recommendations as to the revision of the Authority’s business operations and its
schedule of rentals, rates, fees and charges for the use of the Airport System and for services rendered by
the Authority in connection with the Airport System, and after receiving such recommendations or giving
reasonable opportunity for such recommendations to be made, the Authority is required to take all lawful
measures to revise the schedule of rentals, rates, fees and charges as may be necessary to meet the rate
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covenant. Increasing the schedule of rentals, rates, fees and charges for the use of the Airport System and
for services rendered by the Authority in connection with the Airport System is subject to contractual,
statutory and regulatory restrictions (see “—Regulations and Restrictions Affecting SDIA” above).
Implementation of an increase in the schedule of rentals, rates, fees and charges for the use of SDIA could
have a detrimental impact on the operation of SDIA by making the cost of operating at SDIA unattractive
to airlines, concessionaires and others in comparison to other airports, or by reducing the operating
efficiency of SDIA.

Enforceability of Remedies; Limitation on Remedies

As discussed above under “SECURITY AND SOURCES OF PAYMENT FOR THE
SUBORDINATE SERIES 2017 BONDS—Events of Default and Remedies; No Acceleration,” there is
no right to acceleration of payments to bondholders under the Subordinate Indenture, and bondholders
may be required to make a separate claim for each semiannual payment not paid. Further, the remedies
available to the owners of the Subordinate Series 2017 Bonds upon an Event of Default under the
Subordinate Indenture are in many respects dependent upon regulatory and judicial actions that are in
many instances subject to discretion and delay. Under existing laws and judicial decisions, the remedies
provided for in the Senior Indenture may not be readily available or may be limited. Legal opinions to be
delivered concurrently with the delivery of the Subordinate Series 2017 Bonds will be qualified to the
extent that the enforceability of certain legal rights related to the Subordinate Series 2017 Bonds is subject
to limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting the
enforcement of creditors’ rights generally and by equitable remedies and proceedings generally.

Potential Limitation of Tax Exemption of Interest on Subordinate Series 2017 Bonds

From time to time, the President of the United States, the United States Congress and/or state
legislatures have proposed and could propose in the future, legislation that, if enacted, could cause interest
on the Subordinate Series 2017 Bonds to be subject, directly or indirectly, to federal income taxation or to
be subject to or exempted from state income taxation, or otherwise prevent Beneficial Owners from
realizing the full current benefit of the tax status of such interest. Clarifications of the Internal Revenue
Code of 1986, as amended, or court decisions may also cause interest on the Subordinate Series 2017
Bonds to be subject, directly or indirectly, to federal income taxation or to be subject to or exempted from
state income taxation. The introduction or enactment of any such legislative proposals or any clarification
of the Internal Revenue Code of 1986, as amended, or court decisions may also affect the market price
for, or marketability of, the Subordinate Series 2017 Bonds. Prospective purchasers of the Subordinate
Series 2017 Bonds should consult their own tax advisors regarding any such pending or proposed federal
or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion. See
“TAX MATTERS—Changes in Federal and State Tax Law.” Also see “—Federal Funding; Impact of
Federal Sequestration” above.

Forward-Looking Statements

This Official Statement contains statements relating to future results that are “forward-looking
statements”.  When used in this Official Statement, the words “estimate,” “anticipate,” “forecast,”
“project,” “i propose,” “plan,” “expect,” and similar expressions identify forward-looking

intend,
statements. Such statements are subject to risks and uncertainties that could cause actual results to differ
materially from those contemplated in such forward-looking statements. See “INTRODUCTION—
Forward-Looking Statements.”

Any financial projections set forth in this Official Statement were not prepared with a view
toward complying with the guidelines established by the American Institute of Certified Public
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Accountants with respect to the prospective financial information. The Authority’s independent auditors
have not compiled, examined, or performed any procedures with respect to the prospective financial
information contained in this Official Statement, nor have they expressed any opinion or any other form
of assurance on such information or its achievability. The Authority’s independent auditors have not been
consulted in connection with the preparation of any financial projections contained in this Official
Statement and the Authority’s independent auditors assume no responsibility for its content.

AIRLINE INDUSTRY INFORMATION

Certain of the airlines or their parent corporations operating at SDIA are subject to the
information reporting requirements of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and, as such are required to file periodic reports, including financial and operational data, with the
SEC. All such reports and statements can be inspected and copies obtained at prescribed rates in the
Public Reference Room of the SEC at 100 F Street, NE, Room 1580, Washington, DC 20549. The SEC
maintains a website at http://www.sec.gov containing reports, proxy and information statements and other
information regarding registrants that file electronically with the SEC. In addition, each domestic airline
is required to file periodic reports of financial and operating statistics with the DOT. Such reports can be
inspected at the following location: Bureau of Transportation Statistics, Research and Innovation
Technology Administration, Department of Transportation, 1200 New Jersey Avenue, SE, Washington,
DC 20590, and copies of such reports can be obtained from the DOT at prescribed rates.

Airlines owned by foreign governments or foreign corporations operating airlines (unless such
foreign airlines have American Depository Receipts registered on a national exchange) are not required to
file information with the SEC. Airlines owned by foreign governments, or foreign corporations operating
airlines, file limited information only with the DOT.

The Authority undertakes no responsibility for and makes no representations as to the accuracy
or completeness of the content of information available from the SEC or the DOT as discussed in the
preceding paragraphs, including, but not limited to, updates of such information on the SEC’s website or
links to other Internet sites accessed through the SEC’s website.

See also “CERTAIN INVESTMENT CONSIDERATIONS” for discussions regarding the
financial condition of the airlines and the effects of airline bankruptcies on the Authority.

LITIGATION
No Litigation Relating to Subordinate Series 2017 Bonds

There is no litigation now pending or, to the best of the Authority’s knowledge, threatened which
seeks to restrain or enjoin the sale, issuance or delivery of the Subordinate Series 2017 Bonds or in any
way contests the validity of the Subordinate Series 2017 Bonds or any proceedings of the Board taken
with respect to the authorization, sale or issuance of the Subordinate Series 2017 Bonds, the pledge or
application of any moneys provided for the payment of or security for the Subordinate Series 2017 Bonds,
or the use of the proceeds of the Subordinate Series 2017 Bonds.

Litigation Relating to the Authority and SDIA
[There are a number of litigation matters pending against the Authority for incidents at SDIA.
These claims and suits are of a nature usually incident to the operation of SDIA and, in the aggregate, in

the opinion of Authority management, based upon the advice of the General Counsel to the Authority,
will not have a material adverse effect on the Revenues or financial condition of SDIA. It should be
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noted that a portion of the claims relating to personal injuries and property damage are covered by a
comprehensive insurance program maintained by the Authority for SDIA.]

There are no material claims or litigation arising out of or challenging any federal fund or grants
held by the Authority to date.

[See also “APPENDIX B—AUDITED FINANCIAL STATEMENTS OF SAN DIEGO
COUNTY REGIONAL AIRPORT AUTHORITY FOR THE FISCAL YEARS ENDED JUNE 30, 2016
AND 2015—Note 13. Commitments and Contingencies.”]

TAX MATTERS
General

In the opinion of Kutak Rock LLP, Bond Counsel to the Authority, under existing laws,
regulations, rulings and judicial decisions, interest on the Subordinate Series 2017 Bonds is excluded
from gross income for federal income tax purposes, except for interest on any Subordinate Series 2017B
Bond for any period during which such Subordinate Series 2017B Bond is held by a “substantial user” of
the facilities financed or refinanced by the Subordinate Series 2017B Bonds or by a “related person”
within the meaning of Section 147(a) of the Code. Bond Counsel is further of the opinion that (a) interest
on the Subordinate Series 2017A Subordinate Bonds is not a specific preference item for purposes of the
federal alternative minimum tax, and (b) interest on the Subordinate Series 2017B Bonds is a specific
preference item for purposes of the federal alternative minimum tax. The opinions described in the
preceding sentences assume the accuracy of certain representations and compliance by the Authority with
covenants designed to satisfy the requirements of the Internal Revenue Code of 1986, as amended (the
“Code”), that must be met subsequent to the issuance of the Subordinate Series 2017 Bonds. Failure to
comply with such requirements could cause interest on the Subordinate Series 2017 Bonds to be included
in gross income for federal income tax purposes retroactive to the date of issuance of the Subordinate
Series 2017 Bonds. The Authority will covenant to comply with such requirements. Bond Counsel has
expressed no opinion regarding other federal tax consequences arising with respect to the Subordinate
Series 2017 Bonds.

Notwithstanding Bond Counsel’s opinion that interest on the Subordinate Series 2017A Bonds is
not a specific item of tax preference for purposes of the federal alternative minimum tax, such interest
will be included in the adjusted current earnings of certain corporations, and such corporations are
required to include in the calculation of federal alternative minimum taxable income 75% of the excess of
such corporations’ adjusted current earnings over their federal alternative minimum taxable income
(determined without regard to such adjustment and prior to reduction for certain net operating losses).

Bond Counsel is further of the opinion that interest on the Subordinate Series 2017 Bonds is
exempt from present State of California personal income taxes.

Special Considerations With Respect to the Subordinate Series 2017 Bonds

The accrual or receipt of interest on the Subordinate Series 2017 Bonds may otherwise affect the
federal income tax liability of the owners of the Subordinate Series 2017 Bonds. The extent of these
other tax consequences will depend upon such owner’s particular tax status and other items of income or
deduction. Bond Counsel has expressed no opinion regarding any such consequences. Purchasers of the
Subordinate Series 2017 Bonds, particularly purchasers that are corporations (including S corporations
and foreign corporations operating branches in the United States), property or casualty insurance
companies, banks, thrifts or other financial institutions, certain recipients of social security or railroad
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retirement benefits, taxpayers otherwise entitled to claim the earned income credit, taxpayers entitled to
claim the refundable credit in Section 36B of the Code for coverage under a qualified health plan or
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry tax-
exempt obligations, should consult their tax advisors as to the tax consequences of purchasing or owning
the Subordinate Series 2017 Bonds.

Backup Withholding

As a result of the enactment of the Tax Increase Prevention and Reconciliation Act of 2005,
interest on tax-exempt obligations such as the Subordinate Series 2017 Bonds is subject to information
reporting in a manner similar to interest paid on taxable obligations. Backup withholding may be
imposed on payments made to any bondholder who fails to provide certain required information including
an accurate taxpayer identification number to any person required to collect such information pursuant to
Section 6049 of the Code. The reporting requirement does not in and of itself affect or alter the
excludability of interest on the Subordinate Series 2017 Bonds from gross income for federal income tax
purposes or any other federal tax consequence of purchasing, holding or selling tax-exempt obligations.

Changes in Federal and State Tax Law

From time to time, there are legislative proposals in the Congress and in the various state
legislatures that, if enacted, could alter or amend the federal and state tax matters referred to above or
adversely affect the market value of the Subordinate Series 2017 Bonds. It cannot be predicted whether
or in what form any such proposal might be enacted or whether if enacted it would apply to bonds issued
prior to enactment. In addition, regulatory actions are from time to time announced or proposed and
litigation is threatened or commenced which, if implemented or concluded in a particular manner, could
adversely affect the market value of the Subordinate Series 2017 Bonds. It cannot be predicted whether
any such regulatory action will be implemented, how any particular litigation or judicial action will be
resolved, or whether the Subordinate Series 2017 Bonds or the market value thereof would be impacted
thereby. Purchasers of the Subordinate Series 2017 Bonds should consult their tax advisors regarding any
pending or proposed legislation, regulatory initiatives or litigation. The opinions expressed by Bond
Counsel are based upon existing legislation and regulations as interpreted by relevant judicial and
regulatory authorities as of the date of issuance and delivery of the Subordinate Series 2017 Bonds, and
Bond Counsel has expressed no opinion as of any date subsequent thereto or with respect to any pending
legislation, regulatory initiatives or litigation.

Tax Treatment of Original Issue Premium

The Subordinate Series 2017A Bonds maturing on July 1, 20__ through, and including, July 1,
20__, and the Subordinate Series 2017B Bonds maturing on July 1, 20__ through, and including, July 1,
20__ (collectively, the “Premium Subordinate Series 2017 Bonds”) are being sold at a premium. An
amount equal to the excess of the issue price of a Premium Subordinate Series 2017 Bond over its stated
redemption price at maturity constitutes premium on such Premium Subordinate Series 2017 Bond. An
initial purchaser of a Premium Subordinate Series 2017 Bond must amortize any premium over such
Premium Subordinate Series 2017 Bond’s term using constant yield principles, based on the purchaser’s
yield to maturity (or, in the case of Premium Subordinate Series 2017 Bonds callable prior to their
maturity, by amortizing the premium to the call date, based on the purchaser’s yield to the call date and
giving effect to the call premium). As premium is amortized, the amount of the amortization offsets a
corresponding amount of interest for the period and the purchaser’s basis in such Premium Subordinate
Series 2017 Bond is reduced by a corresponding amount resulting in an increase in the gain (or decrease
in the loss) to be recognized for federal income tax purposes upon a sale or disposition of such Premium
Subordinate Series 2017 Bond prior to its maturity. Even though the purchaser’s basis may be reduced,
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no federal income tax deduction is allowed. Purchasers of the Premium Subordinate Series 2017 Bonds
should consult with their tax advisors with respect to the determination and treatment of premium for
federal income tax purposes and with respect to the state and local tax consequences of owning a
Premium Subordinate Series 2017 Bond.

Tax Treatment of Original Issue Discount

The Subordinate Series 2017A Bonds maturing on July 1, 20__ through, and including, July 1,
20__, and the Subordinate Series 2017B Bonds maturing on July 1, 20__ through, and including, July 1,
20 __ (collectively, the “Discount Subordinate Series 2017 Bonds”) are being sold at an original issue
discount. The difference between the initial public offering prices of such Discount Subordinate Series
2017 Bonds and their stated amounts to be paid at maturity constitutes original issue discount treated in
the same manner for federal income tax purposes as interest, as described under “—General” above.

The amount of original issue discount which is treated as having accrued with respect to such
Discount Subordinate Series 2017 Bond is added to the cost basis of the owner in determining, for federal
income tax purposes, gain or loss upon disposition of such Discount Subordinate Series 2017 Bond
(including its sale, redemption or payment at maturity). Amounts received upon disposition of such
Discount Subordinate Series 2017 Bond which are attributable to accrued original issue discount will be
treated as tax-exempt interest, rather than as taxable gain, for federal income tax purposes.

Original issue discount is treated as compounding semiannually, at a rate determined by reference
to the yield to maturity of each individual Discount Subordinate Series 2017 Bond, on days which are
determined by reference to the maturity date of such Discount Subordinate Series 2017 Bond. The
amount treated as original issue discount on such Discount Subordinate Series 2017 Bond for a particular
semiannual accrual period is equal to the product of (i) the yield to maturity for such Discount
Subordinate Series 2017 Bond (determined by compounding at the close of each accrual period) and (ii)
the amount which would have been the tax basis of such Discount Subordinate Series 2017 Bond at the
beginning of the particular accrual period if held by the original purchaser, less the amount of any interest
payable for such Discount Subordinate Series 2017 Bond during the accrual period. The tax basis is
determined by adding to the initial public offering price on such Discount Subordinate Series 2017 Bond
the sum of the amounts which have been treated as original issue discount for such purposes during all
prior periods. If such Discount Subordinate Series 2017 Bond is sold between semiannual compounding
dates, original issue discount which would have been accrued for that semiannual compounding period
for federal income tax purposes is to be apportioned in equal amounts among the days in such
compounding period.

Owners of Discount Subordinate Series 2017 Bonds should consult their tax advisors with respect
to the determination and treatment of original issue discount accrued as of any date and with respect to the
state and local tax consequences of owning a Discount Subordinate Series 2017 Bond.

RATINGS

Moody’s Investors Service, Inc., S&P Global Ratings, a business unit Standard & Poor’s
Financial Services LLC, and Fitch Ratings have assigned ratings of “[_1” (] | outlook), “[_1”
( | outlook), and “[_1” (] | outlook), respectively, to the Subordinate Series 2017 Bonds.
Such ratings reflect only the views of such organizations and any explanation of the meaning and
significance of such ratings, including the methodology used and any outlook thereon, should be obtained
from the rating agency furnishing the same, at the following addresses: Moody’s Investor Services, Inc. 7
World Trade Center, 250 Greenwich Street, New York, New York 10007; S&P Global Ratings, 55 Water
Street, New York, New York 10041; and Fitch Ratings, One State Street Plaza, New York, NY 10004.
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Generally, a rating agency bases its rating on the information and materials furnished to it and on
investigations, studies and assumptions of its own. The respective ratings are not a recommendation to
buy, sell or hold the Subordinate Series 2017 Bonds. There is no assurance such ratings will continue for
any given period of time or that such ratings will not be revised downward or withdrawn entirely by the
rating agencies, if in the judgment of such rating agencies, circumstances so warrant. Any such
downward revision or withdrawal of such ratings may have an adverse effect on the market price of the
Subordinate Series 2017 Bonds.

LEGAL MATTERS

The validity of the Subordinate Series 2017 Bonds and certain other legal matters are subject to
the approving opinion of Kutak Rock LLP, Bond Counsel to the Authority. A complete copy of the
proposed form of Bond Counsel’s opinion is contained in Appendix D hereto. As Bond Counsel, Kutak
Rock LLP undertakes no responsibility for the accuracy, completeness or fairness of this Official
Statement. Certain matters will be passed upon for the Authority by the General Counsel to the
Authority. Certain legal matters with respect to this Official Statement will be passed upon for the
Authority by Kutak Rock LLP, Disclosure Counsel to the Authority. Certain legal matters will be passed
upon for the Underwriters by their counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation.
All of the fees of Bond Counsel, Disclosure Counsel and Underwriters’ Counsel with respect to the
issuance of the Subordinate Series 2017 Bonds are contingent upon the issuance and delivery of the
Subordinate Series 2017 Bonds.

UNDERWRITING

The Subordinate Series 2017A Bonds will be purchased by Morgan Stanley & Co. LLC, Jefferies
LLC, Backstrom McCarley Berry & Co., LLC, Citigroup Global Markets Inc., RBC Capital Markets,
LLC, and Siebert Cisneros Shank & Co., L.L.C. (collectively, the “Underwriters™), from the Authority at
a price of $ (which is the par amount of the Subordinate Series 2017A Bonds, plus an
original issue premiumof $ | less an original issue discount of $ , less an
underwriters’ discount of $ ), subject to the terms of the purchase contract (the “Purchase
Contract™), between Morgan Stanley & Co. LLC, as representative of the Underwriters, and the
Authority.

The Subordinate Series 2017B Bonds will be purchased by the Underwriters from the Authority
at a price of $ (which is the par amount of the Subordinate Series 2017B Bonds, plus an
original issue premiumof $_ | less an original issue discount of $ , less an
underwriters’ discount of $ ), subject to the terms of the Purchase Contract.

The Purchase Contract provides that the Underwriters will purchase all of the Subordinate Series
2017 Bonds if any are purchased, and that the obligation to make such purchase is subject to certain terms
and conditions set forth in the Purchase Contract, the approval of certain legal matters by counsel, and
certain other conditions. The initial public offering prices of the Subordinate Series 2017 Bonds set forth
on the inside of the front cover hereof may be changed from time to time by the Underwriters. The
Underwriters may offer and sell the Subordinate Series 2017 Bonds into unit investment trusts or money
market funds at prices lower than the public offering prices stated on the cover hereof.

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

In the ordinary course of their various business activities, the Underwriters and their respective
affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or
related derivative securities) and financial instruments (which may include bank loans and/or credit
default swaps) for their own account and for the accounts of their customers and may at any time hold
long and short positions in such securities and instruments. Such investment and securities activities may
involve securities and instruments of the Authority.

Morgan Stanley & Co. LLC (“Morgan Stanley”) provided the information contained in this
paragraph for inclusion in this Official Statement and the Authority does not take any responsibility for or
make any representation as to its accuracy or completeness. Morgan Stanley, one of the Underwriters of
the Subordinate Series 2017 Bonds, has entered into a retail distribution arrangement with its affiliate
Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley may distribute
municipal securities to retail investors through the financial advisor network of Morgan Stanley Smith
Barney LLC. As part of this arrangement, Morgan Stanley may compensate Morgan Stanley Smith
Barney LLC for its selling efforts with respect to the Subordinate Series 2017 Bonds.

Jefferies LLC (“Jefferies™) provided the information contained in this paragraph for inclusion in
this Official Statement and the Authority does not take any responsibility for or make any representation
as to its accuracy or completeness. Jefferies, one of the Underwriters of the Subordinate Series 2017
Bonds, has entered into an agreement (the “ Jefferies Agreement”) with E*TRADE Securities LLC
(“E*TRADE”) for the retail distribution of municipal securities. Pursuant to the Jefferies Agreement,
Jefferies will sell Subordinate Series 2017 Bonds to E*TRADE and will share a portion of its selling
concession compensation with E*TRADE.

Backstrom McCarley Berry & Co., LLC (“BMcB”) provided the information contained in this
paragraph for inclusion in this Official Statement and the Authority does not take any responsibility for or
make any representation as to its accuracy or completeness. BMcB, one of the Underwriters of the
Subordinate Series 2017 Bonds, has entered into separate non-exclusive distribution agreements with TD
Ameritrade, Hilltop Securities, UMB, D.A. Davidson & Co., and Wedbush Securities Inc. (the Firms) to
augment both its institutional and retail marketing capabilities for the distribution of certain new issue
municipal securities underwritten by or allocated to BMcB, which includes the Subordinate Series 2017
Bonds. Pursuant to these distribution agreements, the Firms may purchase Subordinate Series 2017
Bonds from BMcB at the original issue price less a negotiated portion of the selling concession applicable
to any Subordinate Series 2017 Bonds that such firm sells, or BMcB may share with the Firms a portion
of the fees or commission paid to BMcB applicable to their disclosed transactions.

Citigroup Global Markets Inc. (“Citigroup”) provided the information contained in this paragraph
for inclusion in this Official Statement and the Authority does not take any responsibility for or make any
representation as to its accuracy or completeness. Citigroup, one of the Underwriters of the Subordinate
Series 2017 Bonds, has entered into a retail distribution agreement with UBS Financial Services Inc.
(“UBSFS™). Under this distribution agreement, Citigroup may distribute municipal securities to retail
investors through the financial advisor network of UBSFS. As part of this arrangement, Citigroup may
compensate UBSFS for their selling efforts with respect to the Subordinate Series 2017 Bonds.]

MUNICIPAL ADVISOR

The Authority has retained the services of Frasca & Associates, LLC, New York, New York, as
Municipal Advisor in connection with the issuance of the Subordinate Series 2017 Bonds. The Municipal
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Advisor is not obligated to undertake, and has not undertaken to make, an independent verification or to
assume responsibility for the accuracy, completeness or fairness of the information contained in this
Official Statement.

CONTINUING DISCLOSURE

At the time of issuance of the Subordinate Series 2017 Bonds, the Authority will execute and
deliver a Continuing Disclosure Certificate (the “Continuing Disclosure Certificate) substantially in the
form set forth in Appendix E of this Official Statement. Pursuant to the Continuing Disclosure
Certificate, the Authority will covenant to provide, or cause to be provided, to the MSRB, through the
EMMA System, in an electronic format as prescribed by the MSRB, for purposes of Rule 15¢2-12
adopted by the SEC (“Rule 15¢2-12"), certain annual financial information and operating data relating to
the Authority and the Airport System and, in a timely manner, notice of certain enumerated events. See
“APPENDIX E—FORM OF CONTINUING DISCLOSURE CERTIFICATE.”

During the last five years, the Authority has never failed to comply in all material respects with
any continuing disclosure undertakings with regard to Rule 15¢2-12 to provide annual financial
information and operating data relating to the Authority and the Airport System and, in a timely manner,
notice of certain enumerated events.

FINANCIAL STATEMENTS

The audited financial statements of the Authority for Fiscal Years 2016 and 2015 are included as
Appendix B attached hereto. The financial statements referred to in the preceding sentence have been
audited by BKD, LLP, the Authority’s independent auditor, as stated in its Independent Auditor’s Report,
dated October 31, 2016, included in Appendix B. [The Authority has not requested the consent of BKD,
LLP, nor has BKD, LLP consented, to the inclusion of the financial statements of the Authority or the
Independent Auditor’s Report in Appendix B. BKD, LLP has not been engaged to perform, and has not
performed, since the date of its Independent Auditor’s Report, any procedures on the financial statements
addressed in that report. BKD, LLP also has not performed any procedures relating to this Official
Statement.]

MISCELLANEOUS

Any statements made in this Official Statement involving matters of opinion or of estimates,
whether or not expressly stated, are set forth as such and not representations of fact. No representation is
made that any of such opinions or estimates will be realized.

All references to the Act, the Senior Indenture, the Subordinate Indenture, the Airline Lease
Agreements and agreements with any other parties herein and in the Appendices hereto are made subject
to the detailed provisions of such documents, and reference is made to such documents and agreements
for full and complete statements of the contents thereof. Copies of such documents are available for
review at the offices of the Authority which are located at 3rd Floor, 3225 North Harbor Drive,
San Diego, California 92101. This Official Statement is not to be construed as a contract or agreement
between the Authority and the owners of any of the Subordinate Series 2017 Bonds.
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AUTHORIZATION

The Board has authorized the distribution of this Official Statement. This Official Statement has
been duly executed and delivered by the President and CEO on behalf of the Authority.

SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY

By

President/CEO
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APPENDIX A

FINANCIAL FEASIBILITY REPORT

4825-6633-1206.3



[PAGE INTENTIONALLY LEFT BLANK]

4825-6633-1206.3



APPENDIX B

AUDITED FINANCIAL STATEMENTS OF
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
FOR THE FISCAL YEARS ENDED JUNE 30, 2016 AND 2015
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APPENDIX C

CERTAIN DEFINITIONS AND SUMMARIES OF THE MASTER SUBORDINATE
INDENTURE AND THE FIFTH SUPPLEMENTAL SUBORDINATE INDENTURE
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APPENDIX D

PROPOSED FORM OF BOND COUNSEL’S OPINION
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APPENDIX E

FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (this “Certificate™) is executed and delivered by the San
Diego County Regional Airport Authority (the “Authority”) in connection with the issuance of its San
Diego County Regional Airport Authority Subordinate Airport Revenue Bonds, Series 2017A (the
“Subordinate Series 2017A Bonds”), and San Diego County Regional Airport Authority Subordinate
Airport Revenue Bonds, Series 2017B (the “Subordinate Series 2017B Bonds,” and together with the
Subordinate Series 2017A Bonds, the “Subordinate Series 2017 Bonds™). The Subordinate Series 2017
Bonds are being issued pursuant to the Master Subordinate Trust Indenture, dated as of September 1,
2007, as amended (the “Master Subordinate Indenture™), by and between the Authority and U.S. Bank
National Association, as successor trustee (the “Subordinate Trustee”), and the Fifth Supplemental
Subordinate Trust Indenture, dated as of August 1, 2017 (the “Fifth Supplemental Subordinate
Indenture,” and collectively with the Master Subordinate Indenture and all supplements thereto, the
“Subordinate Indenture”), by and between the Authority and the Subordinate Trustee. Additionally, the
Subordinate Series 2017 Bonds have been authorized by Resolution No. 2017-  adopted by the board
of directors of the Authority on July 6, 2017 (the “Resolution”). The Subordinate Series 2017 Bonds are
being issued pursuant to Section 170000 et seq. of the California Public Utilities Code (the “Act™), and in
accordance with Revenue Bond Law of 1941 Chapter 6 (commencing with 854300) of Part 1 of Division
2 of Title 5 of the California Government Code, excluding Article 3 (commencing with §54380) of
Chapter 6 of Part 1 of Division 2 of Title 5 of the California Government Code and the limitations set
forth in California Government Code §54402(b), which shall not apply to the issuance and sale of bonds
pursuant to the Act.

In consideration of the purchase of the Subordinate Series 2017 Bonds by the Participating
Underwriter (as defined below), the Authority covenants and agrees as follows:

Section 1. Purpose of the Certificate. This Certificate is being executed and delivered by the
Authority for the benefit of the Holders and Beneficial Owners of the Subordinate Series 2017 Bonds and
in order to assist the Participating Underwriter in complying with Securities and Exchange Commission
Rule 15¢2-12(b)(5) (the “Rule™).

Section 2. Definitions. In addition to the definitions set forth in the Subordinate Indenture,
which apply to any capitalized term used in this Certificate unless otherwise defined herein, the following
capitalized terms shall have the following meanings:

“Annual Report” means any Annual Report provided by the Authority pursuant to, and as
described in, Sections 3 and 4 hereof.

“Beneficial Owner” means any person which (a) has or shares the power, directly or indirectly, to
vote or consent with respect to, to make investment decisions concerning the ownership of, or to dispose
of ownership of, any Subordinate Series 2017 Bonds (including persons holding Subordinate Series 2017
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of any
Subordinate Series 2017 Bonds for federal income tax purposes.

“Dissemination Agent” means the Authority, or any successor Dissemination Agent designated in
writing by the Authority and which has filed with the Authority a written acceptance of such designation.
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“EMMA System” means the MSRB’s Electronic Municipal Market Access system, or such other
electronic system designated by the MSRB.

“Holders” means either the registered owners of the Subordinate Series 2017 Bonds, or if the
Subordinate Series 2017 Bonds are registered in the name of The Depository Trust Company or other
recognized securities depository, any applicable participant in its depository system.

“Listed Events” means any of the events listed in Sections 5(a) and 5(b) hereof.
“MSRB” means the Municipal Securities Rulemaking Board, or any successor thereto.

“Obligated Person” means the Authority and each airline or other entity using the Airport System
under a lease or use agreement extending for more than one year from the date in question and including
bond debt service as part of the calculation of rates and charges, under which lease or use agreement such
airline or other entity has paid amounts equal to at least 20% of the Revenues of the Airport System for
the prior two Fiscal Years of the Authority. At the time of issuance of the Subordinate Series 2017
Bonds, the Authority is the only Obligated Person.

“Official Statement” means the Official Statement, dated July ___, 2017, prepared and distributed
in connection with the initial sale of the Subordinate Series 2017 Bonds.

“Participating Underwriter” means any of the original underwriters of the Subordinate Series
2017 Bonds required to comply with the Rule in connection with the offering of the Subordinate Series
2017 Bonds.

“Rule” means Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“State” means the State of California.
Section 3. Provision of Annual Reports.

@) The Authority shall provide, or shall cause the Dissemination Agent to provide,
to the MSRB through the EMMA System (in an electronic format and accompanied by
identifying information all as prescribed by the MSRB) an Annual Report which is consistent
with the requirements of Section 4 hereof by not later than 181 days after the end of the
Authority’s fiscal year in each fiscal year. The Authority’s first Annual Report shall be due
December 28, 2018. Not later than 15 Business Days prior to said date, the Authority shall
provide the Annual Report to the Dissemination Agent (if other than the Authority). The Annual
Report may be submitted as a single document or as separate documents comprising a package,
and may include by reference other information as provided in Section 4 hereof. The audited
financial statements of the Authority may be submitted separately from the balance of the Annual
Report if they are not available by the date of submission, provided such financial statements are
submitted within 210 days after the end of the Authority’s fiscal year. If the Authority’s fiscal
year changes, the Authority, upon becoming aware of such change, shall give notice of such
change in the same manner as for a Listed Event under Section 5(e) hereof.

(b) If by 15 Business Days prior to the date specified in subsection (a) for providing
the Annual Report to the MSRB, the Dissemination Agent (if other than the Authority) has not
received a copy of the Annual Report, the Dissemination Agent shall contact the Authority to
determine if the Authority is in compliance with subsection (a).
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(©) If the Authority is unable to provide to the MSRB or the Dissemination Agent (if
other than the Authority), an Annual Report by the date required in subsection (a), the Authority
shall send a notice to the MSRB through the EMMA System in substantially the form attached
hereto as Exhibit A.

(d) The Dissemination Agent (if other than the Authority) shall confirm in writing to
the Authority that the Annual Report has been filed as required hereunder, stating the date filed.

Section 4. Content of Annual Reports.

@) The Authority’s Annual Report shall contain or incorporate by reference the
following, updated to incorporate information for the most recent fiscal or calendar year, as
applicable (the tables referred to below are those appearing in the Official Statement relating to
the Subordinate Series 2017 Bonds, unless otherwise noted):

Q) Audited financial statements of the Authority, updated to incorporate
information for the most recent fiscal year, prepared in accordance with generally
accepted accounting principles as promulgated to apply to governmental entities from
time to time by the Governmental Accounting Standards Board, and as further modified
according to applicable State law. If the Authority’s audited financial statements are not
available by the time the Annual Report is required to be filed pursuant to Section 3(a)
hereof, the Annual Report shall contain unaudited financial statements in a format similar
to the usual format utilized by the Authority, and the audited financial statements shall be
filed in the same manner as the Annual Report when they become available;

(i) Outstanding principal amounts of the Senior Bonds (including the Senior
Series 2013 Bonds) and the Subordinate Obligations (including the Subordinate Series
2017 Bonds, the Subordinate Series 2010 Bonds, the Subordinate Revolving Obligations
and the Subordinate Drawdown Bonds);

(ili) ~ Table 4 — San Diego County Regional Airport Authority, Future Rental
Commitments;

(iv) Table 5 — San Diego International Airport, Air Carriers Serving San
Diego International Airport;

(V) Table 6 — San Diego International Airport, Total Enplanements and
Deplanements;

(vi)  Table 7— San Diego International Airport, Revenue Operations;

(vii)  Table 8 — San Diego International Airport, Historical Enplaned and
Deplaned Freight and U.S. Mail Cargo;

(viii) Table 9 — San Diego International Airport, Enplanements by Air
Carriers;

(ix) Table 10 — San Diego International Airport, Total Revenue Landed
Weight;

(x) Table 12 — San Diego County Regional Airport Authority, Investments;
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(xi) Table 13 — San Diego County Regional Airport Authority, Statements
of Revenues, Expenses and Change in Net Position;

(xii)  Table 14 — San Diego County Regional Airport Authority, Top Ten
Operating Revenue Providers;

(xiii) Table 15 — San Diego County Regional Airport Authority, Top Ten
Operating Revenue Sources;

(xiv) Table 16 — San Diego County Regional Airport Authority, Historical
Senior and Subordinate Debt Service Coverage;

(xv)  Table 17 — San Diego International Airport, Airline Derived Revenue
Per Passenger;

(xvi) Table 21 — San Diego County Regional Airport Authority, Approved
PFC Applications; and

(xvii) Table 22 — San Diego County Regional Airport Authority, Annual
Receipt of PFCs;

(b) All or any portion of the information of the Annual Report may be incorporated
in the Annual Report by cross reference to any other documents which have been filed with the
MSRB.

(© Information contained in an Annual Report for any fiscal year containing any
modified operating data or financial information (as contemplated by Section 8 hereof) for such
fiscal year shall explain, in narrative form, the reasons for such modification and the effect of
such modification on the Annual Report being provided for such fiscal year. If a change in
accounting principles is included in any such modification, such Annual Report shall present a
comparison between the financial statements or information prepared on the basis of modified
accounting principles and those prepared on the basis of former accounting principles.

Any or all of the items above may be included by specific reference to other documents,
including official statements of debt issues of the Authority or related public entities, which have
been submitted to the MSRB. If the document included by reference is a final official statement,
it must be available from the MSRB. The Authority shall clearly identify each such other
document so included by reference.

Section 5. Reporting of Listed Events.
@) The Authority shall give, or cause to be given, notice of the occurrence of any of

the following events with respect to the Subordinate Series 2017 Bonds not later than ten business
days after the occurrence of the event:

1. Principal and interest payment delinquencies;
2. Unscheduled draws on debt service reserves reflecting financial
difficulties;
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3. Unscheduled draws on credit enhancements reflecting financial
difficulties;

4. Substitution of credit or liquidity providers, or their failure to perform;

5. Adverse tax opinions with respect to the tax status of the Subordinate
Series 2017 Bonds or the issuance by the Internal Revenue Service of proposed or final
determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB) with
