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5401 Old Redwood Highway, Suite 200
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San Rafael, CA 94939

Attention: Ms. Erin McGrath, Chief Financial officer

Re: US$123,260,000 Sonoma Marin Area Rail Transit District, California, Measure Q Salex Tax Revenue
Refunding Bonds, Series 2020A, dated: Date of delivery, due: March 01, 2029

Dear Ms. McGrath:

Pursuant to your request for an S& P Global Ratings rating on the above-referenced obligations, S& P Global
Ratings has assigned arating of "AA" . S& P Global Ratings views the outlook for this rating as negative. A
copy of the rationale supporting the rating is enclosed.

This letter constitutes S& P Global Ratings' permission for you to disseminate the above-assigned ratings to
interested parties in accordance with applicable laws and regulations. However, permission for such
dissemination (other than to professional advisors bound by appropriate confidentiality arrangements or to allow
the Issuer to comply with its regulatory obligations) will become effective only after we have released the
ratings on standardandpoors.com. Any dissemination on any Website by you or your agents shall include the full
analysis for the rating, including any updates, where applicable. Any such dissemination shall not be donein a
manner that would serve as a substitute for any products and services containing S& P Global Ratings
intellectual property for which afeeis charged.

To maintain the rating, S& P Global Ratings must receive al relevant financial and other information, including
notice of material changesto financial and other information provided to us and in relevant documents, as soon
as such information is available. Relevant financial and other information includes, but is not limited to,
information about direct bank loans and debt and debt-like instruments issued to, or entered into with, financial
institutions, insurance companies and/or other entities, whether or not disclosure of such information would be
regquired under S.E.C. Rule 15¢2-12. Y ou understand that S& P Global Ratings relies on you and your agents and
advisors for the accuracy, timeliness and completeness of the information submitted in connection with the
rating and the continued flow of material information as part of the surveillance process. Please send all
information via electronic delivery to: pubfin_statel ocalgovt@spglobal.com. If SEC rule 17g-5 is applicable, you
may post such information on the appropriate website. For any information not available in electronic format or
posted on the applicable website,

Please send hard copies to:
S& P Global Ratings
Public Finance Department
55 Water Street
New York, NY 10041-0003

Therating is subject to the Terms and Conditions, if any, attached to the Engagement L etter applicable to the
rating. In the absence of such Engagement L etter and Terms and Conditions, the rating is subject to the attached
Terms and Conditions. The applicable Terms and Conditions are incorporated herein by reference.

S& P Global Ratingsis pleased to have the opportunity to provide its rating opinion. For more information
please visit our website at www.standardandpoors.com. If you have any questions, please contact us. Thank you
for choosing S& P Global Ratings.

Sincerely yours,

S& P Global Ratings
adivision of Standard & Poor's Financial ServicesLLC
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S& P Global Ratings
Termsand Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of S& P Global Ratings are statements of opinion and not statements
of fact. Credit ratings and other views of S& P Global Ratings are not recommendations to purchase, hold, or sell
any securities and do not comment on market price, marketability, investor preference or suitability of any
security. While S& P Global Ratings bases its credit ratings and other views on information provided by issuers
and their agents and advisors, and other information from sources it believes to be reliable, S& P Global Ratings
does not perform an audit, and undertakes no duty of due diligence or independent verification, of any
information it receives. Such information and S&P Global Ratings opinions should not be relied upon in
making any investment decision. S& P Global Ratings does not act as a "fiduciary” or an investment advisor.
S& P Global Ratings neither recommends nor will recommend how an issuer can or should achieve a particul ar
credit rating outcome nor provides or will provide consulting, advisory, financial or structuring advice. Unless
otherwise indicated, the term "issuer" means both the issuer and the obligor if the obligor is not the issuer.

All Credit Rating Actions in S& P Global Ratings Sole Discretion. S& P Global Ratings may assign, raise,
lower, suspend, place on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time,
in S&P Global Ratings sole discretion. S&P Global Ratings may take any of the foregoing actions
notwithstanding any request for a confidential or private credit rating or a withdrawal of a credit rating, or
termination of a credit rating engagement. S&P Global Ratings will not convert a public credit rating to a
confidential or private credit rating, or a private credit rating to a confidential credit rating.

Publication. S& P Global Ratings reserves the right to use, publish, disseminate, or license othersto use, publish
or disseminate a credit rating and any related analytical reports, including the rationale for the credit rating,
unless the issuer specifically requests in connection with theinitial credit rating that the credit rating be assigned
and maintained on a confidential or private basis. If, however, a confidential or private credit rating or the
existence of a confidential or private credit rating subsegquently becomes public through disclosure other than by
an act of S& P Global Ratings or its affiliates, S& P Global Ratings reserves the right to treat the credit rating asa
public credit rating, including, without limitation, publishing the credit rating and any related analytical reports.
Any analytical reports published by S& P Global Ratings are not issued by or on behalf of the issuer or at the
issuer's request. S&P Globa Ratings reserves the right to use, publish, disseminate or license others to use,
publish or disseminate analytical reports with respect to public credit ratings that have been withdrawn,
regardiess of the reason for such withdrawal. S& P Global Ratings may publish explanations of S&P Global
Ratings' credit ratings criteria from time to time and S& P Global Ratings may modify or refine its credit ratings
criteriaat any time as S& P Global Ratings deems appropriate.

Reliance on Information. S& P Global Ratings relies on issuers and their agents and advisors for the accuracy
and completeness of the information submitted in connection with credit ratings and the surveillance of credit
ratings including, without limitation, information on material changes to information previously provided by
issuers, their agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by S& P
Global Ratings' opinion of the information received from issuers, their agents or advisors.

Confidential Information. S&P Globa Ratings has established policies and procedures to maintain the
confidentiality of certain non-public information received from issuers, their agents or advisors. For these
purposes, "Confidential Information” shall mean verbal or written information that the issuer or its agents or
advisors have provided to S&P Globa Ratings and, in a specific and particularized manner, have marked or
otherwise indicated in writing (either prior to or promptly following such disclosure) that such information is
"Confidential."

S& P Globa Ratings Not an Expert, Underwriter or Seller under Securities Laws. S& P Global Ratings has not
consented to and will not consent to being named an "expert" or any similar designation under any applicable
securities laws or other regulatory guidance, rules or recommendations, including without limitation, Section 7
of the U.S. Securities Act of 1933. S& P Global Ratings has not performed and will not perform therole or tasks
associated with an "underwriter" or "seller" under the United States federal securities laws or other regulatory
guidance, rules or recommendationsin connection with a credit rating engagement.

Disclaimer of Liahility. S& P Global Ratings does not and cannot guarantee the accuracy, completeness, or
timeliness of the information relied on in connection with a credit rating or the results obtained from the use of
such information. S&P GLOBAL RATINGS GIVES NO EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO., ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
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FOR A PARTICULAR PURPOSE OR USE. S&P Globa Ratings, its affiliates or third party providers, or any
of their officers, directors, shareholders, employees or agents shal not be liable to any person for any
inaccuracies, errors, or omissions, in each case regardless of cause, actions, damages (consequential, special,
indirect, incidental, punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal
fees or losses (including, without limitation, lost income or lost profits and opportunity costs) in any way arising
out of or relating to a credit rating or the related analytic services even if advised of the possibility of such
damages or other amounts.

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is
intended or should be construed as creating any rights on behalf of any third parties, including, without
limitation, any recipient of a credit rating. No person isintended as athird party beneficiary of any credit rating
engagement or of a credit rating when issued.
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Summary:

Sonoma Marin Area Rail Transit District,
California; Sales Tax

Credit Profile

US$123.26 mil measure g salex tax rev rffdg bnds ser 2020A due 03/01/2029
Long Term Rating AA/Negative New

Sonoma Marin Area Rail Transit District Measure Q sales tax rev bnds
Long Term Rating AA/Negative Affirmed

Criteria Exception

One or more of the credit ratings referenced within this article was assigned by deviating from S&P Global Ratings'
published criteria. The application of an exception from our criteria does not necessarily result in a rating change. We
believe that for certain mass transit entities that receive a majority of their revenue from dedicated taxes that are
protected from external interference, the financial flexibility risks inherent in low farebox recovery (i.e., the fraction of
operating expenses met by the fares paid by passengers) are not as pronounced compared with the flexibility of
entities without such characteristics. In this case, the Sonoma-Marin Rail Transit District receives over 50% of
unrestricted revenue from locally generated tax sources. We therefore excepted this rating from certain provisions of
our "Mass Transit Enterprise Ratings: Methodology And Assumptions," published Dec. 18, 2013, on RatingsDirect, by
not applying two rating caps described within the criteria related to the financial flexibility risks. Specifically, we do not
apply the rating cap of 'a+' associated with the financial flexibility score of '4' or worse, and we do not apply the rating
cap of 'bb' associated with the combination of the financial flexibility score of '5' or '6' and management and
governance score of '5', as specified in the abovementioned criteria. In this case, without the criteria exception, the 'a+'

cap would have been applied, but the 'bb' cap would not have.

Rating Action

S&P Global Ratings assigned its 'AA' long-term rating on the Sonoma Marin Area Rail Transit District (SMART),
Calif.'s anticipated $123.4 million Measure Q sales tax revenue refunding bonds (green bonds), series 2020A. S&P
Global Ratings also affirmed its 'AA' long-term rating on SMART's parity series 2011A sales tax revenue bonds
outstanding, which SMART plans to refund with the series 2020A bond proceeds. The outlook is negative.

The rating action reflects the application of our "Priority-Lien Tax Revenue Debt" criteria, published Oct. 22, 2018,

which factors in both the strength and stability of the pledged revenue, as well as SMART's general credit quality.

SMART plans to apply the series 2020A bond proceeds to refund its series 2011A sales tax revenue bonds. In addition
to bond proceeds, SMART plans to apply $17.1 million in funds from the series 2011A bonds' debt service reserve
(DSR) fund to the refunding. SMART is not extending the bonds' final maturity through this refunding. The pro forma
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amortization schedule indicates SMART expects to reduce maximum annual debt service (MADS) requirements by

approximately 23%, level out annual debt service requirements, and achieve significant debt service savings.

A gross first lien pledge of Measure Q sales tax revenue, net of an administrative fee paid to the California Department
of Tax and Fee Administration (CDTFA), secures the bonds. Measure Q is a 0.25% sales tax charged on transactions
within Sonoma and Marin counties. Voters of the two counties approved the tax in 2008, and Measure Q collections

began April 1, 2009. The tax sunsets March 31, 2029, following final maturity on the bonds.

Credit overview

SMART's credit profile reflects the extremely high incomes and broad and diverse economic base of its two-county
service area. The coverage protections of an additional bonds test (ABT) requiring historic revenue produce MADS
coverage no lower than 1.5x for additional bonds to be issued, and the cushion between current and forecasted MADS
coverage and this 1.5x threshold provide further credit support, in our view. The negative outlook reflects our opinion
that credit pressure exists with respect to SMART's general creditworthiness, where plummeting ridership levels and
declines in sales tax revenues spurred by the COVID-19 pandemic and related economic recession have presented

substantial operational and budgetary challenges to the district.

The COVID-19 pandemic and related economic recession have presented budgetary challenges to mass transit
operators across the country, including SMART. As detailed in our March 27, 2020 report, we revised the outlooks on
bonds issued by mass transit agencies and secured by priority lien tax revenue pledges to negative, reflecting our view
that the emerging recession and social distancing-driven declines in transit activity levels will likely place material
pressure on the general credit profiles of these issuers through declines in pledged revenue and ridership, and
accompanying budgetary strain. For more on our view of the challenges facing mass transit operators, see our report
"Activity Estimates For U.S Transportation Infrastructure Show Public Transit And Airports Most Vulnerable To

Near-Term Rating Pressure," published June 4, 2020.

For more information on the coronavirus' effect on U.S. Public Finance, see our reports "The U.S. Economy Reboots,
With Obstacles Ahead," published Sept. 24, 2020, and "U.S. Economic Update: A Recovery At Risk As COVID-19
Surges" published July 22, 2020.

SMART was created in 2002 to oversee the development and operation of passenger rail service along an
approximately 70-mile rail corridor extending from Cloverdale in Sonoma County to Larkspur in Marin County. The

first phase of the rail line began operations in August 2017.
The rating reflects our view of:

» The very strong economic fundamentals of SMART"s two-county district that spans two broad and diverse
metropolitan statistical areas (MSAs),

* SMART's strong MADS coverage from pledged revenue and an additional bonds test (ABT) that requires 1.5x
MADS coverage from historical revenue for additional bonds to be issued,

» The historically low volatility of nationwide sales tax revenue, a view that extends to our view of SMART"s pledged
sales tax revenue collected across its two-county district, and

* Our view that SMART'"s general creditworthiness does not currently constrain the rating on its sales tax bonds.
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At fiscal year-end 2019, SMART had $157.1 million in total debt outstanding, consisting solely of its series 2011A
bonds. In addition to refinancing its outstanding debt and realizing debt service savings, SMART anticipates reducing

its total par amount outstanding by $13.6 million with the series 2020A revenue refunding bond issuance.

Environmental, social, and governance (ESG) factors

Our rating considers the ESG risks relative to SMART's Measure Q revenue bonds' economic fundamentals, revenue
volatility, coverage and liquidity, and obligor's creditworthiness. Our ratings incorporate our view of the social risks
related to the COVID-19 pandemic, which we believe present downside credit risks, to the extent that pledged revenue
materially declines or budgetary challenges emerge that pressure SMART's general creditworthiness. We consider

governance factors for this credit in line with the sector.

We consider the district's service area across both Marin and Sonoma counties exposed to heightened environmental
risks relative to other mass transit priority lien debt issuers. In our view, the district's territory is particularly exposed to
wildfires and seismic risks, the latter of which we consider somewhat mitigated by the state's strong building codes. In
recent years, including the summer and early fall of 2020, numerous wildfires have burned throughout California. For
the second time in three years, wildfires have forced evacuations for parts of Santa Rosa, the largest city in Sonoma
County. We understand wildfires have not caused material declines in pledged revenue, although the Tubbs Fire in the

fall of 2017 did contribute to a decline in ridership.

Negative Outlook

Downside scenario
If operational challenges, including persistently depressed ridership levels, or further material declines in sales tax
revenue lead to a weakening in SMART's general creditworthiness, we could lower the rating on its Measure Q sales

tax revenue bonds.

Return-to-stable scenario
We could return the outlook to stable if we come to expect stability in sales tax revenue and greater clarity

surrounding the operational and financial effects of the ongoing period of depressed ridership levels.

Credit Opinion

Economic fundamentals: Very strong

SMART"s district covers the counties of Sonoma and Marin, with a combined population of approximately 770,000 in
2019. Sonoma County, with a 2019 total population of approximately 507,000, is located within the broad and diverse
Santa Rosa-Petaluma MSA and in the heart of Northern California's wine country. Local economic drivers include

tourism and agriculture.

Marin County, with a 2019 population of 262,000, is located within the broad and diverse San
Francisco-Oakland-Hayward MSA. Located across the Golden Gate Bridge from the City and County of San Francisco,
Marin County's economic indicators reflect its proximity to the abundant and high-paying jobs in San Francisco and

other Bay Area communities.
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On a weighted average basis by population, district per capita effective buying income was 154% of the national level
in 2019. In our view, the district's high income levels support the robust sales tax base that secures SMART's sales tax
revenue bonds. The district's taxing base is diverse by taxpayer and by sector. With the top 25 sales tax remitters

accounting for 23.6% of total sales tax revenue, there is no material sales taxpayer concentration.

Coverage and liquidity: Strong

SMART's $39.0 million in pledged revenue (per unaudited estimates) in fiscal 2020 produced 2.3x annual debt service
coverage (DSC) and 1.8x MADS coverage. This represented a 5.5% decline in pledged revenue from fiscal 2019,
though the fiscal 2020 estimated figure was still 5.0% higher than in fiscal 2018. We understand that administrative
issues at the state level led to some undercounting of locally levied sales tax revenue for fiscal 2018 and some
over-counting for fiscal 2019. For fiscal 2020, the district estimates it received an additional $1.4 million as a result of
the South Dakota v. Wayfair, Inc. decision settled in 2018 that permitted the levy of sales taxes on goods sold to local

purchasers by out-of-state sellers.

We believe SMART's dedicated sales tax revenue stream is exposed to additional declines, giving the ongoing
pandemic and effects of the recent economic recession. Data provided by management indicate Measure Q revenue
fell by 8% for the fourth quarter of fiscal 2020 from the same quarter during the prior year. SMART uses projections
from an external consultant to inform its financial planning. SMART"s current sales tax projection is for an additional

4.8% decline in pledged revenue for fiscal 2021, with about 2%-3% annual growth thereafter.

SMART's projected fiscal 2021 pledged revenue would produce MADS coverage of 2.2x. This is improved MADS
coverage from the pre-refunding coverage level due to the anticipated 23% reduction in MADS achieved through the

debt restructuring SMART is completing with this issuance, discussed above.

SMART's ABT requires that Measure Q collections in 12 consecutive months of the past 24 produce MADS coverage
no lower than 1.5x on existing and proposed bonds. Given SMART's lack of additional borrowing plans and the legal
constraints of the ABT, we expect coverage will remain strong. SMART indicates it has no plans to issue additional
debt. With the pledged tax scheduled to sunset in March 2029, and given SMART relies on Measure Q revenue to fund
its operations--Measure Q revenue accounted for 72% of total revenue in fiscal 2020--we believe it is unlikely SMART
will bond down to the level permitted by its ABT. Though further declines in pledged revenue would erode coverage
from current projected levels, pledged revenue would have to decline by 31% from fiscal 2021's projected level for

MADS coverage to equal 1.5x on the post-refunding debt service schedule.

The series 2020A bonds will not benefit from the added security of a DSR. However, given our coverage and volatility
assessments, we do not apply a liquidity factor adjustment to the coverage and liquidity assessment for the Measure Q

sales tax revenue bonds.

Revenue volatility: Low

We assess the volatility of pledged revenue to evaluate the likely availability of revenue across different economic
cycles. We have two levels of volatility assessment: macro and micro. Our macro volatility assessment begins with an
assessment of the historical volatility of the economic activity being taxed, and includes an analysis of societal,
demographic, political, and other factors that could affect these activities. We use the variance of national economic

activity that we believe most closely represents the taxing base over multiple economic cycles to inform our
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expectations of volatility. To determine our view of the volatility of sales taxes, we used total retail food and service
sales data from the U.S. Census Bureau for the period 1993 to 2014.

On a micro level, we do not believe internal or external influences materially improve or worsen SMART's revenue
volatility assessment relative to our macro assessment. Measure Q collections began April 1, 2009. Annual growth has
since been steadily positive, before fiscal 2020's estimated declines. Although Sonoma County's sales tax revenue
declined 30% in fiscal years 2007 through 2010, Marin County's taxable sales were somewhat more resilient, falling
about 17%.

Obligor linkage: Limited relationship

The California Department of Tax and Fee Administration (CDTFA) administers the collection and disbursement of
the pledged sales tax revenue. Per the indenture, the CDTFA collects the pledged revenue and remits it directly to the
trustee, after deducting its administrative fee. Each month, the trustee deposits one-sixth of semiannual interest
requirements into an interest fund, and either one-sixth of semiannual or one-12th of annual principal requirements
into a principal fund. Only after funding debt service requirements does the trustee remit surplus pledged revenue to
SMART. Given the flow of funds and trustee intercept, we believe the pledged revenue is sufficiently removed from

SMART'"s control to mitigate operating risk.

In addition, we consider SMART as having extraordinary expenditure flexibility as a mass transit operating entity that
is primarily funded through nonoperating revenue sources. We believe that SMART can materially adjust expenditures
by reducing service levels without proportionately reducing revenue. This flexibility further insulates the pledged

revenue stream from SMART"s operating risk as a mass transit operator.

Rating linkage to SMART's general creditworthiness

According to application of our "Mass Transit Enterprise Ratings: Methodology And Assumptions," SMART's general
creditworthiness benefits from its high-income, broad, and diverse service area economic base. SMART"s general
creditworthiness is offset by the unprecedented pressures facing mass transit operators nationally, pressures that
extend to SMART's enterprise and financial risk profiles. In our view, a prolonged period of depressed ridership levels,
or further declines or a slow rebound in sales tax revenue could lead to a weakening of SMART's general

creditworthiness.

In addition, we note that longer term funding challenges remain, as Measure Q is set to sunset in 2029, and SMART's
voters rejected a ballot measure to extend Measure Q in March 2020. While the tax sunsets after the bonds reach final
maturity, SMART's sustainability as a mass transit operator over the longer term likely depends on an extension of the

sales tax levy or identification of a new primary funding stream.

Related Research

Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for
further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
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action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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