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Administration and Finance Committee

Thursday, August, 21, 2008
12:00 PM

Conference Room 157
County Government Center
70 West Hedding Street
San Jose, CA

AGENDA

CALL TO ORDER
1 ROLL CALL

2. ADJOURN TO CLOSED SESSION

Conference with Labor Negotiators
[Government Code Section 54957.6]

VTA Designated Representatives:

Joseph Smith, Chief Financial Officer

Bill Lopez, Chief Administrative Officer

Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

RECONVENE TO OPEN SESSION

3. CLOSED SESSION REPORT

4, PUBLIC PRESENTATIONS:

This portion of the agendais reserved for persons desiring to address the Committee on
any matter not on the agenda. Speakers are limited to 2 minutes. The law does not
permit Committee action or extended discussion on any item not on the agenda except
under specia circumstances. If Committee action is requested, the matter can be placed
on a subsequent agenda. All statements that require a response will be referred to staff
for reply in writing.

5. ORDERS OF THE DAY
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CONSENT AGENDA

6. Approve the Regular Meeting Minutes of April 17, 2008.
7. Approve the Regular Meeting Minutes of May 15, 2008.

8. Receive and file the Board of Directors Committee of the Whole (COW) Meeting Record
of July 17, 2008.

9. INFORMATION ITEM - Review the 2008 Quarterly Attendance Report.
10. INFORMATION ITEM - Review the Monthly Legislative History Matrix.

11. INFORMATION ITEM - Review the Fourth Quarter and FY 2008 Y ear-End Report of
Public Liability/Property Damage Claims Activity.

12. INFORMATION ITEM - Review the Fourth Quarter and FY 2008 Y ear-End Report of
Workers Compensation Claims and Transitional Work Program.

13. INFORMATION ITEM - Review the 2nd Quarter FY 08 Quarterly Purchasing Report.

14. INFORMATION ITEM - Review the Monthly Investment Report - June 2008.

REGULAR AGENDA

15.  ACTION ITEM - Authorize the General Manager to execute a contract with Union Bank
of Californiafor commercial banking and custodial safekeeping services in an amount
not to exceed $541,000 for a period of five years; and, further authorize the General
Manager to extend such contract on an annual basis for up to an additional five years.

16. ACTION ITEM - Adopt a Resolution amending Section 4.1 of the Citizens Advisory
Committee bylaws, as indicated, to include as an additional responsibility of the CAC
Chairperson to provide to the Board of Directors at each of its meetings a verbal report on
the previous CAC meeting and any concerns of the Committee.

17.  ACTION ITEM - Consider the proposed alternativesto VTA’s governance structure
regarding small city groupings as presented to the Board of Directors on August 7, 2008
and forward the recommendation to the Board once the aternatives have been reviewed.

18. INFORMATION ITEM - Receive areport on the Bureau of State Audits final report.

OTHER ITEMS

19. INFORMATION ITEM - Review the VTA-ATU Pension Plan Actuarial Vauation as of
January 1, 2008.
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20. INFORMATION ITEM - Review the Bond Refunding Resullts.

21. Items of Concern and Referral to Administration

22. Review Committee Work Plan. (J. Smith)

23. Committee Staff Report. (J. Smith)

24. Chairperson’s Report. (Williams)

25. Determine Consent Agenda for the September 4, 2008 Board Meeting.
26.  Announcements

27.  ADJOURN

NOTE COMMITTEE MEMBERS: In order to establish a quorum for this meeting,
members are asked to call the Board Secretary’ s Office at (408) 321-5680 or E-mail:
board.secretary@vta.org before 5:00 p.m. on the day prior to the meeting. Thank you for
your cooperation.

In compliance with the Americans with Disabilities Act (ADA), those requiring
accommaodations or accessible media for this meeting should notify the Board Secretary’s
Office 48 hours prior to the meeting at (408) 321-5680 or e-mail:
board.secretary@vta.org, TDD (408) 321-2330. VTA’s Homepage is located on the Web
at: http://www.vta.org/.

All reports for items on the open meeting agenda are available for review in the Board
Secretary’ s Office, 3331 North First Street, San Jose, California, (408) 321-5680, the
Monday, Tuesday, and Wednesday prior to the meeting. Thisinformation is available on
VTA’swebsite at http://www.vta.org/ and also at the meeting.

NOTE: THE BOARD OF DIRECTORSMAY ACCEPT, REJECT ORMODIFY
ANY ACTIONRECOMMENDED ON THISAGENDA.
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ADMINISTRATION & FINANCE COMMITTEE

Thursday, April 17, 2008

MINUTES

CALL TO ORDER

The Regular Meeting of the Administration and Finance Committee (A&F) was called to
order at 12:07 p.m. by Chairperson Williams in Room 157, County Government Center,
70 West Hedding Street, San Jose, California.

ROLL CALL

Members Present Members Absent

David Casas, Vice Chairperson None

Don Gage

Chuck Reed

Forrest Williams, Chairperson

Alternates Present Alternates Absent

None David Cortese
Pete McHugh
Chris Moylan

* Alternates do not serve unless participating as a Member.
A quorum was present.

Chairperson Williams moved the following Items to the end of the Agenda:
Agenda Item #2., Closed Session and Agenda Item #3., Closed Session Report.

ADJOURN TO CLOSED SESSION

Conference with Labor Negotiators
[Government Code Section 54957.6]

VTA Designated Representatives:

Joseph Smith, Chief Financial Officer

Bill Lopez, Chief Administrative Officer

Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

CLOSED SESSION REPORT
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The Agenda was taken out of order.

ORDERS OF THE DAY

Chairperson Williams moved the following Items to the end of the Agenda:
Agenda Item #2., Closed Session and Agenda Item #3., Closed Session Report.

Michael T. Burns, General Manager, noted that Joseph Smith, Chief Financial Officer, will
be the Administration and Finance (A&F) Committee Staff Liaison, which was one of the
recommendations from the Hay Group Assessment.

Chairperson Williams deferred the following Item to the May 15, 2008 A&F Committee
meeting: Agenda Item #21., Discuss the Open Government Proposal.

M/S/C (Gage/Casas) to accept the Orders of the Day.
PUBLIC PRESENTATIONS

There were no Public Presentations.

Chairperson Williams removed the following Item from the Consent Agenda and placed on
the Regular Agenda: Agenda Item #7., Report on Santa Clara Valley Transportation
Authority Investments for the Month of February 2008.

Vice Chairperson Casas stressed the importance for the Committee to be consistent and
operate under the same policies and processes conducted at the Board of Directors meeting.

Chairperson Williams stated that the following Item will be placed at the end of the Agenda
before the Committee Adjourns to Closed Session: Agenda Item #7., Report on Santa
Clara Valley Transportation Authority Investments for the Month of February 2008.

CONSENT AGENDA

6.

NOTE:

Reqgular Meeting Minutes of March 20, 2008

M/S/C (Gage/Casas) to approve the Regular Meeting Minutes of March 20, 2008.
(Removed from the Consent Agenda and placed on the Regular Agenda.)

Report on Santa Clara Valley Transportation Authority Investments for the Month of
February 2008.

Monthly Legislative History Matrix

M/S/C (Gage/Casas) to review the Monthly Legislative History Matrix.

M/S/IC MEANS MOTION SECONDED AND CARRIED AND, UNLESS OTHERWISE INDICATED,
THE MOTION PASSED UNANIMOUSLY.

REGULAR AGENDA
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9. Accept Availability & Utilization Study & Approve the Reestablishment of a Race
Conscious Disadvantaged Business Enterprise Program

Thomas Smith, Purchasing and Materials Manager, provided a brief report, highlighting the
9™ Circuit Court of Appeals decision in the Western States Paving Co., Inc.,
v. Washington State Department of Transportation (DOT) case (Western States) related to
race conscious federal Disadvantaged Business Enterprise (DBE) programs in the
transportation contracting industry. Mr. Smith reported that a race neutral program means
that grantees may not set DBE participation goals for individual contracts awarded.

Caltrans notified subrecipients of Federal Highway Administration (FHWA) funds, such as
VTA that contracts must be advertised and awarded without specific DBE contract goals
effective May 1, 2006. VTA received the same direction from the Federal Transit
Administration (FTA) for grants received through the FTA.

In May 2007, the Board of Directors approved a contract with CRA International to
perform an Availability and Utilization Study to determine if there was evidence of
discrimination in the contracting industry that would meet the standards set forth by the 9"
Circuit Court.

CRA has performed an exhaustive review of information relating to the availability and
utilization of minority groups in the construction and professional services sectors in the
San Jose — San Francisco — Oakland combined statistical area. CRA conducted both
statistical analyses and collected anecdotal evidence of race and gender discrimination. The
report details that in most instances there is *“statistically significant evidence of
discrimination against construction and professional services firms owned by women,
African Americans, Hispanic, and Asian Americans in the construction and professional
services industries operating within the relevant local market.”

Mr. Smith stated that VTA believes the results of the study document discrimination that is
significant enough to warrant a return to a race conscious DBE Program.

Board Member Reed arrived at the meeting and took his seat at 12:16 p.m.

Mark Berkman, CRA International Consultant, reported that VTA receives United States
DOT funding affected by the decision in the Western States Paving v. Washington DOT
and seek to ensure that its contracting programs continue to conform to federal
requirements.

Mr. Berkman stated that anecdotal evidence confirms the findings that minority and woman
owned construction and professional service firms consistently reported greater
impediments to contracting opportunities including unfavorable treatment by prime
contractors and lending institutions than their white male counterparts.

Mr. Berkman continued that statistical analysis indicates that minority owned firms face
higher loan denial rates even controlling for creditworthiness. Many of the minority and
woman owned firms reported discrimination by prime contractors with respect to obtaining
subcontracts and contract violations in their performance.
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Mr. Berkman stated that other anecdotal evidence was reviewed from surveys, interviews,
and public hearings conducted within the Bay Area over the past several years including a
Regional Transit Coordinating Council (RTCC) Disadvantaged Business Enterprise (DBE)
program survey, a survey by San Francisco State University researchers on behalf of Asian
Inc., and disparity studies for the City and County of San Francisco and Caltrans.

Review of disparity studies conducted in the past 15 years demonstrates persistent
disparities between minority and woman owned business utilization and availability in
construction and professional services. A California DOT study reported a disparity ratio
of 59 percent for minority and woman owned firms absent a race conscious affirmative
action program.

Mr. Berkman reported that Caltrans conducted a survey study and statewide public
hearings, which support the evidence findings that discrimination exists in all the racial and
gender categories and warrant a reintroduction of a race conscious program.

Vice Chairperson Casas asked about the percentage of individuals who offered to provide
evidence of the discrimination. Mr. Berkman responded that the individuals stated that
they were afraid to make a complaint and possibly jeopardize future jobs.

Vice Chairperson Casas asked if the State case is being appealed. Kevin Allmand, Acting
General Counsel, responded that the decision is final.

Vice Chairperson Casas stressed the importance to justify the discrimination claims with
evidence. Mr. Berkman responded that there is statistical evidence that shows minorities
are less likely to receive a loan or are more likely to pay a higher interest rate.

Board Member Reed referenced Table ES3: Relative Frequency of Reporting Impediments
to Contracting, Bidder List Survey Respondents and queried about the contracting
impediments. Mr. Berkman responded that some of the impediments could be to some
extent be dealt with on a race neutral basis as well as shrinking the size of the contracts.

Thomas Smith, Purchasing and Materials Manager, reported that federal requirements
require VTA utilize both race conscious and race neutral methodologies to determine
possible ways to address issues. Mr. Smith stated that VTA has a Small Business
Enterprise (SBE) Program, which is utilized for non-federally funded projects. He
continued that staff will review the report and look at the areas to determine if the race
neutral will address some of the valid concerns. VTA’s intent is to separate the allegations
from the true issues to address concerns.

Vice Chairperson Casas expressed concern that assertions are not unfounded. Board
Member Casas stressed the importance for VTA to be diligent and advocate for a process to
address discrimination concerns.

Board Member Gage concurred with Vice Chairperson Casas’ comments and stressed the
importance for VTA to implement a policy to address issues to ensure there are no
discrimination concerns.
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Chairperson Williams stressed the importance to implement a policy to address
discrimination issues and noted the importance for firms to submit backup support to prove
allegations of discrimination.

Board Member Gage requested that staff provide a draft document on the problem areas
with remedy solutions back to the Committee for review. Mr. Burns responded that a
report with the requested information will be provided to the Committee.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
review and accept the report submitted by CRA International entitled, "Measuring Minority
and Woman-Owned Construction and Professional Service Firm Availability and
Utilization." Additionally approve implementation of a Race Conscious Disadvantaged
Business Enterprise (DBE) program.

10. VTA Transformation Program Progress Report

Michael T. Burns, General Manager, reported that VTA’s Transformation Program was
initiated in May 2007 with the objective to implement recommendations resulting from the
Hay Group Organizational and Financial Assessment. Mr. Burns stated that the
Organizational and Financial Assessment included recommendations for improvement in
Governance, Organizational Structure, and Financial Management.

Mr. Burns stated that the Transformation Team includes VTA Senior Management staff
working directly with Karen Antion, Transformation Program Officer, to develop a
Transformation Program.

Karen Antion, Transformation Program Officer, provided a brief report, highlighting that
the Transformation Team has been working to execute tasks listed within the VTA
Transformation Program Work Plan Scorecard. The Scorecard specifies the activity levels
conducted in each project activity area, team lead responsibility, staff participation, status,
and accomplishments to date.

Ms. Antion stated that the Transformation Program Work Plan was reviewed by the
Administration and Finance (A&F) Committee, noting that the program was initiated in
May 2007 and the results are through March 31, 2008.

Ms. Antion directed attention to the presentation entitled, “VTA Transformation Program
Activities and Results”, highlighting: 1) VTA Transformation Program Background;
2) Transformation Program Focus Areas; 3) VTA Transformation Program Results to Date;
4) Governance; 5) Organization; 6) Division and Program Specific; and
7) Financial Management.
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Governance

e Board Audit Committee established;

e Conducted Board Workshop focusing on Fiduciary Responsibilities;

e Conducted Board Summit on Vision and Values on February 1, 2008;

e Distributed a survey to VTA staff soliciting input on VTA’s Vision and Values
Statements;

e Developing Vision and Values Statements for Board consideration at May 1, 2008
Board of Directors Meeting;

e Developed new guidelines to improve the quality of information in Board memos
and minutes;

e Automating the process for the creation and distribution of agendas and Board
memos for the Board and Committees;

e Provide expanded access to Board and Committee information on VTA’s website;

e Developed an Annual Work Plan for the Board and its Committees;

e Drafted a strategy and proposal for extending the term of office for Directors;

e Developed a proposal for the selection of Directors by new city groupings; and

e Developing a new Board Member Orientation Programs.

Organization
e Realign the Organization Structure and Executive Team with new strategy;

e Defined roles and responsibilities of the leadership team;

e Realigned functional positions and established appropriate separation of duties;

e Reconstituted and strengthened the Congestion Management Agency (CMA);

e Reestablished goals, objectives, and performance measures for the leadership team;

e Recruited and hired key leaders: Chief Financial Officer (CFO), Chief External
Affairs Officer (CEAQ), and Chief Information Officer (CIO);

e Implemented a transformation staffing plan and reporting process; and

e Developed plans and conduct on going monthly strategy sessions with the General
Manager.

Board Member Gage queried about the ratio between managers to employees and requested
that this information be presented to the Board of Directors. Ms. Antion responded that the
information will be provided to the Board of Directors.

Board Member Gage stressed the importance to have a measurement to determine if the
implemented changes are working and benefiting VTA.

Chairperson Williams stressed the importance to improve and manage VTA’S resources.

Vice Chairperson Casas directed attention to Page 7 of the presentation, and expressed
concern that the benefits to VTA implies that VTA has not been focusing on County-wide
decisions. Mr. Burns responded that the benefits to VTA are the goals that VTA is trying to
achieve as a result of the changes from the Transformation Program.

Chairperson Williams stated that the intent and goal is to continue to improve the focus on
County-wide decisions.
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Vice Chairperson Casas expressed appreciation and commended Mr. Burns for his diligent
work and effort to move VTA forward.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
receive the VTA Transformation Program Progress Report.

11. Support Position for AB 1756 (Caballero)

Kurt Evans, Government Affairs Manager, reported that AB 1756 would create an Office of
Local Public Private Partnerships (P3s) within the Business, Transportation, and Housing
Agency to facilitate the use of best value P3s by local governments for fee producing
infrastructure projects.

Mr. Evans reported that the specific duties of the new office would include: 1) Providing
information to local agencies and other interested stakeholders regarding P3s; 2) Serving as
a clearinghouse of information regarding local agency use of P3s to build infrastructure in
California and elsewhere; and 3) Establishing a service to link local agencies with technical
and legal resources to assist them in developing and evaluating requests for proposals for
P3 projects, and in structuring agreements to protect their interests in a P3.

Mr. Evans reported that the intent of AB 1756 is to create a clearinghouse that would
provide information to local jurisdictions about P3s and connect local agencies with experts
that might assist with evaluating and developing potential P3 agreements.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
adopt a support position for AB 1756 (Caballero), which requires the Business,
Transportation and Housing Agency to establish the “Office of Local Public-Private
Partnerships” to inform local agencies and other interested stakeholders regarding the role
that public-private partnerships could play in financing, constructing and/or operating fee-
producing local infrastructure projects.

12. Support Position for AB 3034 (Galgiani)

Kurt Evans, Government Affairs Manager, reported that AB 3034 updates and expands
upon the provisions of the High-Speed Passenger Train Bond Act enacted in the original
2002 legislation, and establishes additional fiscal controls on the expenditure of State Bond
Funds to ensure that they are directed to construction activities in the most
cost-effective and efficient manner. Mr. Evans stated that the intent of AB 3034 achieves
the following:

e States the Legislature’s intent that construction of the high-speed train system be
consistent with the High-Speed Rail Authority’s more recent November 2005
certified environmental impact report, rather than its June 2000 Final Business Plan;

e Clarifies that the $9 billion in bond proceeds for the High-Speed Train System may
be used for planning and eligible capital costs along the system’s entire
800-mile route in order to provide the High-Speed Rail Authority with sufficient
flexibility in terms of how to phase the construction of the system;

e Specifies that no more than 10 percent of the bond proceeds for the High-Speed
Train System may be used for environmental studies, planning, engineering, and
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other preconstruction activities in order to maximize the amount of funds available
for construction;

e Requires the High-Speed Rail Authority to have a detailed funding plan for each
segment of the system that identifies the full cost of construction and the sources of
revenue for that segment prior to awarding a construction contract for the segment;

e Provides that in selecting each segment for construction, the High-Speed Rail
Authority must: (a) give priority to those segments requiring the smallest amount of
bond funds as a percentage of the total construction cost; (b) consider the utility of
that segment for other passenger rail services; and (c) ensure that any other
passenger services provided on that segment will not result in operating or
maintenance costs for the authority;

e Requires complementary rail capital improvements funded from the $950 million in
bond proceeds allocated to intercity, commuter and urban rail systems to provide direct
connectivity and benefits to the High-Speed Train System and its facilities, or to be part
of the construction of the system;

e Requires operating revenues in excess of the amount needed to operate, maintain and
complete construction of the high-speed train system to be deposited in the state’s
General Fund; and

e Takes effect immediately to make the changes operative in time for the
November 4, 2008, vote on the bond act.

Mr. Evans stated that VTA has historically supported the concept of building and operating
a High-Speed Train System to provide a competitive, long distance travel option between
Northern and Southern California as a way to relieve air traffic and highway congestion.
VTA partnered with four other organizations to establish the Silicon Valley High-Speed
Rail coalition to advocate not only for High-Speed Rail in general, but also for a Pacheco
Pass Alignment into the Bay Area.

M/S/C (Reed/Gage) to approve submitting a recommendation to the Board of Directors to
adopt a support position for AB 3034 (Galgiani), which revises provisions in the existing
Safe, Reliable, High-Speed Passenger Train Bond Act for the 21* Century to be submitted
to the voters of California on November 4, 2008. Specifically, this bill:
(@ amends and expands the descriptions of the route segments for the proposed
high-speed train system; (b) makes $9 billion in bond proceeds available for the entire 800-
mile high-speed train route, rather than for just certain segments; (c) limits the amount of
bond funds that could be spent on preconstruction activities; (d) requires detailed funding
plans for each high-speed train system segment; and (e) establishes priorities and financial
criteria for selecting construction segments.

13. Support Position for AB 1815 (Feuer)

Kurt Evans, Government Affairs Manager, reported that AB 1815 is modeled on the
National Surface Transportation Policy and Revenue Study Commission established in the
Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users
(SAFETEA-LU). Mr. Evans stated that the intent of the bill is to create a forum to analyze
the impact of the increased use of alternative fuels and enhanced motor vehicle fuel
efficiency on the amount of state gas tax revenues available for transportation programs and
to identify alternative revenue sources that would offset any decline in the gas tax.
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AB 1815 establishes a 14-member California Transportation Infrastructure Funding Task
Force for the purpose of considering and making recommendations regarding alternatives to
the current system of funding transportation infrastructure in the state through
per-gallon excise taxes. Under the provisions of the bill, the Task Force would be required
to report its findings to the Legislature and Governor by January 1, 2010.

AB 1815 would create an opportunity to examine options for generating additional
transportation funds and to build a consensus for future legislative action.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
adopt a support position for AB 1815 (Feuer), which calls for creating a 14-member
California Transportation Infrastructure Funding Task Force to develop a report for the
Governor and Legislature on alternatives to the current system of funding transportation
infrastructure in the state by taxing road users through per-gallon fuel taxes.

14. Support Position for AB 2650 (Carter)

Kurt Evans, Government Affairs Manager, reported that AB 2650 extends provisions in
existing law that authorize Caltrans to consent to the jurisdiction of the federal courts with
regard to the assumption of the Federal Highway Administration (FHWA) responsibilities
under the National Environmental Policy Act (NEPA) and that waive the state's Eleventh
Amendment protection against lawsuits brought in federal court for as long as Caltrans
participates in the pilot program.

AB 2650 would extend the statutory changes made pursuant to Speaker Nunez’s 2006 bill
beyond the January 1, 2009, sunset date, thereby allowing Caltrans to continue to
participate in the pilot program until it expires on August 10, 2011.

Mr. Evans stated that VTA may benefit by the bill since VTA often manages State
Highway Capital Improvement Projects in Santa Clara County on behalf of Caltrans.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
adopt a support position for AB 2650 (Carter), which permits Caltrans to continue to
participate in a federal pilot program that allows certain states to assume the responsibilities
of the Federal Highway Administration (FHWA) under the National Environmental Policy
Act (NEPA) for a limited period of time to see if this approach would speed up the delivery
of capital improvement projects on state highways without a lessening of environmental
protection. Specifically, AB 2650 extends provisions in existing law that authorize Caltrans
to consent to the jurisdiction of the federal courts with regard to the assumption of FHWA's
responsibilities under NEPA and that waive the state's Eleventh Amendment protection
against lawsuits brought in federal court for as long as Caltrans participates in the pilot
program.

15. Transportation Advisory Measure for November 2008 Ballot
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John Ristow, Chief CMA Officer, reported that in 1976 the Santa Clara County Transit
District sales tax was approved by the voters and a second measure was approved that
required the District to submit to the voters a comprehensive transit program for an
advisory vote in intervals of every six years.

VTA is the Congestion Management Agency for the County of Santa Clara and is
responsible to prepare and adopt the County-wide, long range transportation plan for the
County. The projects and programs included in the Valley Transportation Plan (VTP) serve
as recommendations for submittal to the Metropolitan Transportation Commission (MTC)
for inclusion in the Regional Transportation Plan (RTP), which covers all nine Bay Area
Counties.

The resolution to call for a special election advisory measure on the Comprehensive Transit
Program will be submitted to the Santa Clara County Board of Supervisors and the County
Registrar of Voters to request the proposed measure be placed on the
November 4, 2008 ballot.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
adopt a resolution calling for a special election on November 4, 2008 to submit to the voters
an advisory measure regarding the comprehensive transit program identified in Valley
Transportation Plan 2035 scheduled for adoption on November 6, 2008 or amended
thereafter.

16. VTA Governance

Scott Haywood, Policy and Community Relations Manager, reported that the Hay Group
Organization and Financial Assessment identified Board turnover as a critical challenge to
the governance structure at VTA, especially high for the small city groupings.

The Assessment recommended that the VTA Board determine alternatives to lengthen the
term of office for Board of Directors and also work with appointing authorities to ensure
that eligibility for selection to serve on the VTA Board include appropriate qualifications
and experience, as well as the time left in the elected officials term of office so that they do
not “term out” during their tenure as a VTA Board of Director.

Board Member Greg Sellers was asked to work collaboratively with VTA staff and
consultants to develop recommendations regarding VTA’s Governance and the
geographical configuration of the small city groupings. Board Member Sellers provided a
brief update at the February 7, 2008 Board of Directors Regular meeting on Governance
Subcommittee’s activities and initial recommendations.

On February 15, 2008, Board Member Sellers sent letters to every Santa Clara County
Mayor, VTA Board Member, and VTA’s Policy Advisory Committee Members with a
summary of the Proposed Governance recommendations. The Proposed Governance
recommendations was presented at several City Council meetings, the Policy Advisory
Committee (PAC), the Citizens Advisory Committee (CAC), and the Committee for Transit
Accessibility (CTA) in March and April 2008.

Mr. Haywood reported on the Proposed VTA Governance structure:
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e Eliminate the concept of city groupings selecting their representative(s) through a
rotation process. Each of the city groups will “select” their representative(s) to
serve as a Director on the VTA Board;

e VTA Directors will still serve two-year terms. However, the appointing authorities
will be encouraged to reappoint representatives to consecutive terms;

e Include a process for selecting VTA Directors within the city groupings. VTA
Directors should have the required experience and qualifications in transportation;

e Reconfigure the small city groupings to include a new group comprised of Santa
Clara, Sunnyvale and Milpitas, and move Los Altos Hills to the West Valley City
Group.

VTA’s current small city group configuration was based primarily on population and
secondarily on geography. Cities that are geographically proximate have very similar
issues, challenges, and opportunities. The proposed recommendations organize cities based
on geographic proximity first and population second.

Mr. Haywood reported that the CTA and CAC did not endorse the proposed VTA
Governance recommendations. PAC supported three of the recommendations except the
recommendation to reconfigure the small city groupings and supported County-wide
elections for VTA’s Board of Directors.

Mr. Haywood reported that VTA received a letter from the West Valley City Group
requesting that Los Altos Hills remains in the North County since they do not have
geographical proximity.

Mr. Haywood continued that VTA received support for the proposed VTA Governance
recommendations from the following cities: Mountain View, Milpitas, Santa Clara, Gilroy,
Morgan Hill, and Saratoga; however, Sunnyvale recommended a County-wide election
process.

Board Member Gage stressed the importance to establish rules and a process for the city
groupings to select their representative to serve on the Board.

Vice Chairperson Casas expressed concern that tenure on an Advisory Committee does not
represent experience or knowledge. Vice Chairperson Casas expressed concern to
reconfigure the city groupings since the current city groupings are contiguous.

Vice Chairperson Casas expressed concern that the Governance Subcommittee did not have
the opportunity to meet to discuss the issues and noted that the Subcommittee requires
additional time to evaluate the proposal. He expressed concern and noted his opposition for
the Committee and Board to move forward, noting that moving forward would be
premature and inappropriate.

Vice Chairperson Casas referenced San Martin, noting that it is not a city but a county and
expressed concern that San Martin’s population is being considered in the South County
grouping. Vice Chairperson Casas stated that with the inclusion of San Martin in the South
County grouping would equate a two for one vote based on the population, which would be
undemocratic and inappropriate.

A&F Committee Minutes Page 11 of 18 April 17, 2008



Vice Chairperson Casas expressed his support for three of the recommendations except for
the recommendation to reconfigure the small city groupings.

Vice Chairperson Casas expressed concern and stated that it is premature and inappropriate
for the Committee and Board to rush and move forward with the recommendation to
reconfigure the small city groupings.

Vice Chairperson Casas expressed concern that next Governance Subcommittee meeting is
scheduled for Wednesday, April 30, 2008, which does not allow adequate time for
discussion before the Thursday, May 1, 2008 Board of Directors Regular meeting.

Board Member Gage stated that the current city grouping had Milpitas with Gilroy and
Morgan Hill, but Milpitas did not have anything in common with the South County cities;
therefore, expressed his support that Milpitas is being moved to another small city grouping
with similar issues.

Vice Chairperson Casas expressed his support and recommended that the following three
recommendations be forwarded for consideration to the May 1, 2008 Board of Directors
Regular meeting:

e 2) Eliminate the concept of city groupings selecting their representative(s) through a
rotation process. Each of the city groups will “select” their representative(s) to
serve as a Director on the VTA Board; 3) VTA Directors will still serve two-year
terms. However, the appointing authorities will be encouraged to reappoint
representatives to consecutive terms; and 4) Include a process for selecting VTA
Directors within the city groupings. VTA Directors should have the required
experience and qualifications in transportation.

Vice Chairperson Casas stated that the recommendation to reconfigure the small city
groupings requires additional discussion and recommended that the following item be
deferred to the August 7, 2008 Board of Directors Regular meeting:
e 1) Reconfigure the small city groupings to include a new group comprised of Santa
Clara, Sunnyvale and Milpitas, and move Los Altos Hills to the West Valley City
Group.

Vice Chairperson Casas stressed the importance for the Committee and Board to consider
other alternatives.

M/S/C (Casas/Gage) to approve submitting a recommendation to the Board of Directors to
recommend that the VTA Board of Directors amend the VTA Administrative Code to make
the following changes to VTA’s governance structure: 2) Eliminate the concept of city
groupings selecting their representative(s) through a rotation process. Each of the city
groups will “select” their representative(s) to serve as a Director on the VTA Board,;
3) VTA Directors will still serve two-year terms. However, the appointing authorities will
be encouraged to reappoint representatives to consecutive terms; and 4) Include a process
for selecting VTA Directors within the city groupings. VTA Directors should have the
required experience and qualifications in transportation.

M/S/C (Casas/Gage) to defer the following item for consideration to the August 7, 2008
Board of Directors meeting: 1) Reconfigure the small city groupings to include a new group
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comprised of Santa Clara, Sunnyvale and Milpitas, and move Los Altos Hills to the West
Valley City Group.

17. 2008/2009 Annual Renewal of Operations Property and Casualty Insurance Coverage

Nanci Eksterowicz, Risk Manager, reported that the recommended program includes
$25 million in coverage for General Liability claims, including Public Officials’ Errors and
Omissions Liability claims, Auto Liability claims and Property loss coverage for all VTA
buildings, equipment, bus, light rail and non-revenue vehicle fleets.

In 2002, VTA eliminated the Workers’ Compensation Excess, Earthquake, and Crime
Policies from its coverage and is now self-insured for all Workers Compensation Claims
and does not carry Earthquake Insurance. In 2008, VTA directed Alliant Insurance
Services, VTA'’s broker, to develop estimates for premium cost information on Earthquake
and Excess Workers’ Compensation coverage.

Alliant Insurance Services estimates that the premium for purchasing excess coverage
would be approximately $718,600 and $465,000 for earthquake coverage; therefore, staff
does not recommend the purchase of the excess coverage or earthquake coverage.

Ms. Eksterowicz reported that the results of the insurance marketing and final purchase
price for VTA’s insurance coverage will be reported at the September 19, 2008
Administration and Finance (A&F) Committee meeting.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
authorize the General Manager to purchase insurance coverage for Excess Liability,
General and Auto Liability, Public Officials’ Errors and Omissions Liability,
Property/Boiler and Machinery, Inland Marine for Buses, Vans and Mobile Equipment,
Inland Marine for Light Rail Vehicles, and Flood exposures for the annual Operations
Program insurance renewal for an amount not to exceed $1,831,000.

18. Establishment of a Qualified Other Post Employment Benefits (OPEB) Trust

Ali Hudda, Deputy Director of Accounting, reported that the Governmental Accounting
Standards Board (GASB), establishes standards of financial accounting and reporting for
state and local government entities regarding accounting for retiree health benefits. The
GASB has issued Statement Numbers 43 and 45, which requires public agency employers
to provide more complete, reliable, and decision-useful financial reporting regarding the
costs and financial obligations that they incur when they provide Other Post Employment
Benefits (OPEBSs) other than pensions.

VTA provides retiree health care as an OPEB to its employees in its collective bargaining
agreements and the resolution of benefits for non-represented employees. VTA has been
performing actuarial valuations of the obligation since 1996 to determine the financial
condition and contribution requirements of the Plan.

Mr. Hudda reported that VTA has been prefunding its share of retiree health benefits and
has accumulated $102 million in assets as of February 29, 2008. VTA proposes the
establishment of the “Santa Clara Valley Transportation Authority Retirees® OPEB Trust”
as provided under Section 115 of the Internal Revenue Code. All assets currently held by
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VTA to discharge its retiree health obligations will be transferred to the Trust. Mr. Hudda
stated that VTA is required to adopt GASB 43 and 45 in Fiscal Year 2008.

VTA’s Board of Directors will be the Trustees and the General Manager will be the
Administrator of the Trust. Trust assets will be used solely for the purposes of paying
OPEBs to or for the benefit of retirees and beneficiaries, and for paying expenses of
administering the Trust and will not be available to creditors of VTA or the retirees and
beneficiaries.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
adopt a resolution to establish the "Santa Clara Valley Transportation Authority Retirees’
Other Post Employment Benefits (OPEB) Trust”, and authorize the General Manager to
transfer all assets held by VTA pertaining to the Retiree Medical Fund to the Trust.

19. 2000 Measure A Program Financial Report, Fiscal Year 2007

Leo Dana, Vavrinek, Trine, Day & Company, LLP (VTD), a Certified Public Accounting
Firm representative, reported that VTD issued an unqualified opinion on the
2000 Measure A Program’s Financial Statements. The audit report states that the
2000 Measure A Program’s Financial Statements present fairly in all respects and the
changes in financial position of the Program for the year ended in conformity with
principles generally accepted in the United States.

Mr. Dana continued that there were no reportable conditions or material weaknesses in
internal control procedures. The Independent Auditor’s Report, the 2000 Measure A
Program’s Financial Statements, and the financial statements are contained in the
Financial Section of the 2000 Measure A Program Financial Report Fiscal Year Ended
June 30, 2007.

Mr. Dana commented that Section 3 of the report includes information for each project
including expenditures to date, description, status, and activities for the fiscal year.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
review and accept the 2000 Measure A Program Financial Report for Fiscal Year 2007
(FY2007).

20. Palo Alto Train Depot Caffe del Doge L ease

Roberta Notrangelo, Real Estate and Project Administration Manager, reported on a three
way subleasing between the City of Palo Alto, VTA, and Caffe del Doge where Caffe del
Doge will operate a café in the Historic Palo Alto Train Depot. The building was
seismically retrofitted in 2006 and restored to its original condition, including the interior
furnishings, lighting, walls, and the mural. Ms. Notrangelo continued that after the retrofit
was completed, Caltrain was unable to continue to staff ticket sales; therefore, the Train
Depot remained closed to the public.

In a cooperative effort to re-open the Train Depot, VTA, Stanford, and the City of Palo
Alto decided to enter into a Request for Proposal (RFP) to open a retail business that would
attract pedestrian activity to the Train Depot.
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As VTA is the sublessee of the Train Depot building, VTA assumes the position of
landlord to Caffe del Doge and has negotiated the lease with the concurrence of the City of
Palo Alto and Stanford.

The Lease calls for the payment of rent in the amount of $1,500 per month commencing on
the seventh month of retail operation, which allows Caffe del Doge the time to establish its
business and stabilize the income as previous operators were unsuccessful. In addition to
the rent, Caffe del Doge will pay the pro rata share of the real property taxes, water, gas and
electricity bills, and provide janitorial services. The total rent for the lease period is
approximately $82,500.

Michael T. Burns, General Manager, commented that there are outstanding issues between
the City of Palo Alto and Stanford regarding the transaction. Ms. Notrangelo reported that
the negotiations are close to resolution.

M/S/C (Gage/Reed) to approve submitting a recommendation to the Board of Directors to
authorize the General Manager to execute a sub-sublease (Lease) with Caffe del Doge
Venezia, Inc. (Caffe) to provide a retail café operation within the Palo Alto Train Depot.
Caffe will pay VTA a base rent of $1,500 per month for the approximate area of
1,289 square feet commencing with the seventh month of retail operation. The Lease will
terminate when VTA's sublease with the City of Palo Alto expires on June 30, 2013; and
further, authorize the General Manager to execute a Consent Letter whereby Stanford
consents to the lease between VTA and Caffe.

Board Member Gage left the meeting at 2:04 p.m.

OTHER ITEMS

21.

24,

22,

23.

(Deferred to the May 15, 2008 Administration and Finance Committee meeting.)
Discuss the Open Government Proposal.

Committee Staff Report

Kim Koenig, Department of Finance Fiscal Resources Manager, provided a brief status
report on VTA’s Bond Refunding, highlighting: 2005 Sales Tax Revenue Refunding Bonds
(2005 Bonds) and 2000 Measure A Sales Tax Revenue Bonds, Series 2006 Auction Rate
Securities (2006 ARS). Ms. Koenig reported that the 2005 Bonds interest rate resets have
decreased substantially; therefore, staff does not recommend continuing with the transaction
and has placed the 2005 Bonds temporary on hold. Ms. Koenig stated that staff is
proceeding forward with the 2006 ARS restructuring options.

Items of Concern and Referral to Administration

There were no Items of Concern and Referral to Administration.

Committee Work Plan
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25.

26.

On order of Chairperson Williams, there being no objection, the Committee reviewed the
Committee Work Plan.

Chairperson’s Report

There was no Chairperson’s Report.

Determine Consent Agenda for the May 1, 2008 Board Meeting

CONSENT: Agenda Item #10., Receive the VTA Transformation Program Progress
Report; Agenda Item #11., Adopt a support position for AB 1756 (Caballero), which
requires the Business, Transportation and Housing Agency to establish the “Office of Local
Public-Private Partnerships” to inform local agencies and other interested stakeholders
regarding the role that public-private partnerships could play in financing, constructing
and/or operating fee-producing local infrastructure projects; Agenda Item #12., Adopt a
support position for AB 3034 (Galgiani), which revises provisions in the existing Safe,
Reliable, High-Speed Passenger Train Bond Act for the 21% Century to be submitted to the
voters of California on November 4, 2008. Specifically, this bill: (a) amends and expands
the descriptions of the route segments for the proposed high-speed train system; (b) makes
$9 billion in bond proceeds available for the entire 800-mile high-speed train route, rather
than for just certain segments; (c) limits the amount of bond funds that could be spent on
preconstruction activities; (d) requires detailed funding plans for each high-speed train
system segment; and (e) establishes priorities and financial criteria for selecting
construction segments; Agenda Item #13., Adopt a support position for AB 1815 (Feuer),
which calls for creating a 14-member California Transportation Infrastructure Funding Task
Force to develop a report for the Governor and Legislature on alternatives to the current
system of funding transportation infrastructure in the state by taxing road users through per-
gallon fuel taxes; Agenda Item #14., Adopt a support position for AB 2650 (Carter), which
permits Caltrans to continue to participate in a federal pilot program that allows certain
states to assume the responsibilities of the Federal Highway Administration (FHWA) under
the National Environmental Policy Act (NEPA) for a limited period of time to see if this
approach would speed up the delivery of capital improvement projects on state highways
without a lessening of environmental protection. Specifically, AB 2650 extends provisions
in existing law that authorize Caltrans to consent to the jurisdiction of the federal courts
with regard to the assumption of FHWA's responsibilities under NEPA and that waive the
state's Eleventh Amendment protection against lawsuits brought in federal court for as long
as Caltrans participates in the pilot program; Agenda Item #17.; Authorize the General
Manager to purchase insurance coverage for Excess Liability, General and Auto Liability,
Public Officials' Errors and Omissions Liability, Property/Boiler and Machinery, Inland
Marine for Buses, Vans and Mobile Equipment, Inland Marine for Light Rail Vehicles, and
Flood exposures for the annual Operations Program insurance renewal for an amount not to
exceed $1,831,000; Agenda Item #19., Review and accept the 2000 Measure A Program
Financial Report for Fiscal Year 2007 (FY2007); and Agenda Item #20., Authorize the
General Manager to execute a sub-sublease (Lease) with Caffe del Doge Venezia, Inc.
(Caffe) to provide a retail café operation within the Palo Alto Train Depot. Caffe will pay
VTA a base rent of $1,500 per month for the approximate area of 1,289 square feet
commencing with the seventh month of retail operation. The Lease will terminate when
VTA's sublease with the City of Palo Alto expires on June 30, 2013; and further, authorize
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217.

the General Manager to execute a Consent Letter whereby Stanford consents to the lease
between VTA and Caffe.

REGULAR: Agenda Item #9., Review and accept the report submitted by
CRA International entitled, "Measuring Minority and Woman-Owned Construction and
Professional Service Firm Availability and Utilization.” Additionally approve
implementation of a Race Conscious Disadvantaged Business Enterprise (DBE) program;
Agenda Item #15., Adopt a resolution calling for a special election on November 4, 2008
to submit to the voters an advisory measure regarding the comprehensive transit program
identified in Valley Transportation Plan 2035 scheduled for adoption on November 6, 2008
or amended thereafter; Agenda Item #16., Recommend that the VTA Board of Directors
amend the VTA Administrative Code to make the following changes to VTA’s governance
structure:  2) Eliminate the concept of city groupings selecting their representative(s)
through a rotation process. Each of the city groups will “select” their representative(s) to
serve as a Director on the VTA Board; 3) VTA Directors will still serve two-year terms.
However, the appointing authorities will be encouraged to reappoint representatives to
consecutive terms; and 4) Include a process for selecting VTA Directors within the city
groupings. VTA Directors should have the required experience and qualifications in
transportation; and Agenda Item #18., Adopt a resolution to establish the "Santa Clara
Valley Transportation Authority Retirees’ Other Post Employment Benefits (OPEB) Trust”,
and authorize the General Manager to transfer all assets held by VTA pertaining to the
Retiree Medical Fund to the Trust.

Announcement

There were no Announcements.

CONSENT AGENDA (continued)

7.

Report on Santa Clara Valley Transportation Authority Investments for the Month of
February 2008

Chairperson Williams queried about the fourth quarter of 2007 Gross Domestic Product
(GDP). Kim Koenig, Department of Finance Fiscal Resources Manager, responded that the
6 percent increase in the fourth quarter 2007 GDP reflects positive contributions from
personal consumption expenditures, exports, nonresidential structures, state and local
government spending, and equipment and software, which were offset by negative
contributions from private inventory investment and residential fixed investment.

M/S/C (Reed/Casas) to review the Report on Santa Clara Valley Transportation Authority
Investments for the Month of February 2008.

Board Member Reed left the meeting at 2:10 p.m.
ADJOURN TO CLOSED SESSION at 2:12 p.m.

Conference with Labor Negotiators
[Government Code Section 54957.6]
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VTA Designated Representatives:

Joseph Smith, Chief Financial Officer

Bill Lopez, Chief Administrative Officer

Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

RECONVENED TO OPEN SESSION at 2:19 p.m.
3. CLOSED SESSION REPORT

There was no reportable action taken during Closed Session.
28. ADJOURNMENT

On order of Chairperson Williams, there being no objection, the meeting was adjourned
at 2:19 p.m.

Respectfully submitted,

Michelle M. Garza, Board Assistant
VTA Board of Directors
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NOTE:

ADMINISTRATION & FINANCE COMMITTEE

Thursday, May 15, 2008

MINUTES
CALL TO ORDER
The Regular Meeting of the Administration and Finance Committee (A&F) was called to

order at 12:06 p.m. by Chairperson Williams in Room 157, County Government Center,
70 West Hedding Street, San Jose, California.

ROLL CALL

Members Present Members Absent

David Casas, Vice Chairperson Don Gage

Chuck Reed

Forrest Williams, Chairperson

Alternates Present Alternates Absent

None David Cortese
Pete McHugh
Chris Moylan

* Alternates do not serve unless participating as a Member.
A quorum was present.

The Agenda was taken out of order.
ORDERS OF THE DAY
Chairperson Williams made the following changes to the Agenda: 1) Removal of
Agenda Item #2., Closed Session and Agenda Item #3., Closed Session Report; and
2) Defer Agenda Item #6., Minutes of April 17, 2008.

M/S/C (Casas/Reed) to accept the Orders of the Day.

M/S/C MEANS MOTION SECONDED AND CARRIED AND, UNLESS OTHERWISE INDICATED,
THE MOTION PASSED UNANIMOUSLY.


garza_m
Typewritten Text
7


2. ADJOURN TO CLOSED SESSION

Conference with Labor Negotiators
[Government Code Section 54957.6]

VTA Designated Representatives:

Joseph Smith, Chief Financial Officer

Bill Lopez, Chief Administrative Officer

Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

There was no Closed Session.
3. CLOSED SESSION REPORT
There was no Closed Session Report.

4. PUBLIC PRESENTATIONS

There were no Public Presentations.

CONSENT AGENDA

6. (Deferred to the August 21, 2008 A&F Committee Meeting.)
Regular Meeting Minutes of April 17, 2008.

7. Monthly Investment Report

M/S/C (Casas/Reed) to review the Monthly Investment Report.

8. Quarterly Purchasing Report

M/S/C (Casas/Reed) to review the Quarterly Purchasing Report.

9. Third Quarter FY 2008 Report of Public Liability/Property Damage Claims
Activity

M/S/C (Casas/Reed) to review the Third Quarter FY 2008 Report of Public
Liability/Property Damage Claims Activity.

10. Third Quarter FY 2008 Report of Workers’ Compensation Claims and Transitional
Work Program

M/S/C (Casas/Reed) to review the Third Quarter FY 2008 Report of Workers’
Compensation Claims and Transitional Work Program.
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11. Bicycle & Pedestrian Advisory Committee Appointment
M/S/C (Casas/Reed) to ratify the appointment of Marian Sacco to the Bicycle &
Pedestrian Advisory Committee representing the City of Morgan Hill for the terms
ending June 30, 2008 and June 30, 2010.

12. Monthly L egislative History Matrix
M/S/C (Casas/Reed) to review the Monthly Legislative History Matrix.

REGULAR AGENDA

13. Fiscal Year 2008 Quarterly Statement of Revenues and Expenses for the Period
Ending March 31, 2008
Joseph Smith, Chief Financial Officer, provided a brief report that highlighted the
following: 1) % Cent Sales Tax Revenue remains constant for the first three quarters;
2) Growth of $1 million in Fare Revenue; 3) Significant vacancy savings on Labor Costs;
4) Delay in receiving reimbursements due to unimplemented Capital Projects; and
5) Fuel budget is projected to be over by $958,000 due to the continuous increase in
diesel fuel cost.
Mr. Smith noted that the revenue shortfall of $8.8 million will be mitigated by the
savings on expenses of $15.8 million, resulting in a positive cash flow by the end of the
year.
Michael T. Burns, General Manager, commented that staff is developing an action plan
that would address the revenue shortfall. He noted that the plan would be presented to the
Board of Directors Committee of the Whole meeting on July 17, 2008.
Vice Chairperson Casas queried about the savings on labor costs. He stressed the
importance of employee training and development. Mr. Smith responded that in the
Fiscal Department, savings on labor cost was incurred by reallocating resources that
avoided the need to fill open positions.
Mr. Burns stated that staff would present a plan of having hiring freeze on certain
classifications at a future Administration and Finance Committee meeting.
M/S/C (Casas/Reed) to review and accept the fiscal Year 2008 Quarterly Statement of
Revenues and Expenses for the period ending March 31, 2008.

14. Measure A Revenue and Expenditure Plan Policy Guidance

Carolyn Gonot, Chief SVRT Program Officer, provided a report that highlighted the
following: 1) Focused review by Standing Committees; 2) Maintain financial Integrity of
Organization; 3) Financial Feasibility Test; 4) Measure A Sales Tax Projection;
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5) Measure A Revenue Applied to Debt Service; 6) Capital Capacity; 7) Risk Analysis;
8) Model Various Financial Conditions; and 9) Implement the Intent of Measure A.

Board Member Reed commented that the level of risk taking would depend on the
amount of reserves. He inquired on VTA’s policy regarding maintaining reserves.
Mr. Burns responded that a $50 million debt reduction reserve was established this fiscal
year. He noted that staff will come back to the Committee with information on reserve

policy.

Vice Chairperson Casas suggested staff to provide the Board of Directors with
recommendations that depict their risk tolerance. He noted that this would guide the
Board in their policy making decisions.

Board Member Reed stressed the significance of having reserves when the target
minimum coverage of 1.25 is not reached. He suggested that policies be placed to
maintain and manage reserves.

Board Member Reed inquired if amendments to the sales tax would be projected in the
Expenditure Plan. Ms. Gonot responded that the Expenditure Plan would be recalculated
if the sales tax were amended.

Board Member Reed referenced page 5 of the handout and expressed concern on the line
that states “Maintain Current Transit Service Levels as a Priority.” He recommended
including the word “aggregate” to the statement. Ms. Gonot explained that the statement
meant maintaining the annual service hours. She noted that an additional word would be
added to the statement.

Vice Chairperson Casas recommended including other ways of reducing greenhouse gas
emissions in the Expenditure Plan.

Board Member Reed recommended including the effects of implementing Measure A
projects to the community in the Expenditure Plan.

M/S/C (Casas/Reed) to recommend the Board of Directors adopt the Measure A
Revenue and Expenditure Plan Policy Guidance in Attachment A.

15. Network Equipment Replacement

Bill Lopez, Chief Administrative Officer, reported that network devices that need
replacement are over seven years old and are no longer supported by their manufacturers.
He added that the declining performance of aging equipments have reached an
unacceptable level and could impact operations significantly.

Mr. Lopez reported that under the Western States Contracting Alliance and Calnet
agreements, VTA would acquire significant discount on the purchase of network devices.
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M/S/C (Reed/Casas) to authorize the General Manager to purchase up to $359,000 in
electronic network equipment from approved vendors under cooperative purchasing
agreements with the State of California.

16. Freight Rail Relocation Project FY 2009 Budget Amendment

Mark Robinson, Acting Chief Engineering & Construction Officer, provided a report that
highlighted the following: 1) Project Location; 2) Freight Rail Relocation Project Limits;
3) Combined Projects; 4) Individual Agency Objectives; 5) Freight Rail Relocation
FY 2009 Supplemental budget Request; and 6) Recommendation.

Chairperson Williams inquired if an environmental study was conducted. Mr. Robinson
responded that the Project performed an independent environmental assessment that
addressed the environmental issues in the creeks.

Vice Chairperson Casas expressed concern regarding the negotiation and the physical
challenges on the extension to Warm Springs. Mr. Burns responded that the negotiation
is almost complete and a funding strategy was identified. He added that a subway box
will be utilized under the lake.

Vice Chairperson Casas inquired about the agreement between the City of Fremont and
VTA on the grade separation. Mr. Robinson responded that the agreement is still under
negotiation.

M/S/C (Reed/Casas) to approve amendment increasing the 2000 Measure A FY 2009
Capital budget by $72 million for the Freight Rail Relocation Project. This augmentation
will be funded from 2000 Measure A, Alameda County Transportation Authority, the
City of Fremont and the Santa Clara Valley Water District.

17. Transportation Advisory Measure for November 2008 Ballot

Jim Lawson, Senior Policy Advisor, provided a brief background on the Transportation
Advisory Measure.

Mr. Lawson reported on the following options for consideration to meet the intent of the
1976 Transit District Sales Tax Advisory Measure:

e Option One — Place the matter before the voters this November as previously
approved and pay the estimated $1.2 million.

e Option Two — Place the matter before the voters this November as previously
approved and add language designating this responsibility to the VTA’s
Citizens’ Watchdog Committee. This too would require payment of $1.2
million.

e Option Three — Delay the vote to the next general election in anticipation of a
better overall financial condition. This would give time to consider other
options for meeting the intent of the voters in the 1976 election.
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Board Member Reed stressed that this matter should go to the November 2008 Ballot. He
suggested staff to prepare two versions of the resolution depending if the Board of
Directors selects any option to move the matter to the November 2008 Ballot.

Vice Chairperson Casas requested staff to present this Item on the July 17, 2008
Committee of the Whole meeting to inform the Board Members prior the policy-related
action on the August 7, 2008 Board of Directors meeting. Mr. Lawson responded that
staff would present it to the Board of Directors on the July 17, 2008 Committee of the
Whole meeting.

M/S/C (Casas/Reed) to consider options for meeting the intent of the 1976 Transit
district Sales Tax Advisory Measure and recommend a fiscally prudent alternative to the
Board of Directors.

OTHER ITEMS

18. Open Governance Proposal

Jim Lawson, Senior Policy Advisor, reported on the suggestions received from the
public, preliminary analysis conducted, and staff’s recommendations regarding Open
Governance.

First suggestion - Notices for all VTA-sponsored meetings must be advertised on all
VTA buses and light rail vehicles. The notices should be posted at least ten days in
advance.

Mr. Lawson reported that staff recommends expending the limited resources on
newspaper placement and using VTA’s website. He added that the Board may consider a
pocket calendar that includes meeting dates, VTA’s website and customer service contact
information.

Second suggestion - Closed session agenda items occurring at VTA Board and
Committee meetings should be taped and records make public when their reason for
secrecy no longer exists.

Mr. Lawson reported that taping of closed sessions of the Board would incur costs and
risk of improper release of confidential information. He noted that records of closed
session decisions are currently maintained.

Third suggestion - VTA Board members, staff and management emails should be made
public unless there is a specific reason that releasing them would harm the public interest.
This is already being done at the City of Palo Alto, which has all emails from City
Council members, staff and management publicly available.

Mr. Lawson reported that email correspondence between VTA and its Board members is
available on the VTA website.
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Board Member Reed recommended adding language on VTA maps, flyers, and
literatures that would provide contact information and direct customers to the VTA
website to obtain information regarding public meetings.

Vice Chairperson Casas recommended adding an option in the phone system that would
provide customers with information on public meetings every time they call customer
service.

Michael T. Burns, General Manager, stated that VTA is prepared to show the adopted
Board of Directors meeting schedule on car cards.

Chairperson Williams recommended flashing the VTA website and contact information
on the screen when Board meetings are conducted.

On order of Chairperson Williams, there being no objection, the Committee received
the Open Governance Proposal.

19. Items of Concern and Referral to Administration

There were no Items of Concern and Referral to Administration.

20. Committee Work Plan

On order of Chairperson Williams, there being no objection, the Committee reviewed
the Committee Work Plan.

21. Committee Staff Report

Joseph Smith, Chief Financial Officer, provided a brief update on the following pending
bond refunding: 1) 2006 Option Rate Bonds; and 2) 2005 Variable Rate Bonds.

Mr. Smith noted that VTA negotiated with two liquidity providers, JP Morgan and
Banco Bilbao Vizcaya Argentaria, to assist in the purchase agreement and remarketing of
the

2006 Option Rate Bonds.

Mr. Smith reported that negotiation with Dexia bank is being finalized on the
2005 Variable Rate Bonds.

22. Chairperson’s Report

Chairperson Williams expressed appreciation and thanked staff for their diligent work.

23. Determine Consent Agenda for the June 5, 2008 Board Meeting

CONSENT: Agenda Item #11. Ratify the appointment of Marian Sacco to the Bicycle
& Pedestrian Advisory Committee representing the City of Morgan Hill for the terms
ending June 30, 2008 and June 30, 2010; Agenda Item #13. Review and accept the
Fiscal Year 2008 Quarterly Statement of Revenues and Expenses for the period ending
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24,

23.

March 31, 2008; Agenda Item #15. Authorize the General Manager to purchase up to
$359,000 in electronic network equipment from approved vendors under cooperative
purchasing agreements with the State of California; and Agenda Item #17. Consider
options for meeting the intent of the 1976 Transit District Sales Tax Advisory Measure
and recommend a fiscally prudent alternative to the Board of Directors.

REGULAR: Agenda Item #14. Recommend the Board of Directors adopt the Measure
A Revenue and Expenditure Plan Policy Guidance in Attachment A; and
Agenda Item #16. Approve amendment increasing the 2000 Measure A FY 2009 Capital
Budget by $72 million for the Freight Rail Relocation Project. This Augmentation will be
funded from 2000 Measure A, Alameda County Transportation Authority, the City of
Fremont and the Santa Clara Valley Water District.

Announcement

Vice Chairperson Casas announced that the Governance Subcommittee met and would
continue to meet for the next six weeks. He noted that the Subcommittee is developing a
work plan that outlines criteria, framework and output. He added that the Subcommittee
would be reaching out to City Councils and prepare a recommendation to the Board in
August 2008. He reported that the Subcommittee invited two members from the Policy
Advisory Committee and the Citizens Advisory Committee to become members of the
Subcommittee.

Vice Chairperson Casas expressed appreciation and thanked Karen Antion,
Transformation Officer, Jim Lawson, Senior Policy Advisor, and staff for their diligent
work on the Governance Subcommittee.

Vice Chairperson Casas requested staff to address him as David and not Board Member
Casas.

ADJOURNMENT

On order of Chairperson Williams, there being no objection, the meeting was
adjourned at 1:43 p.m.

Respectfully submitted,

Michael Diaresco, Board Assistant
VTA Board of Directors
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
BOARD OF DIRECTORSCOMMITTEE OF THE WHOLE MEETING

(In Lieu of Administration & Finance Committee,

Congestion Management Program & Planning Committee, and
Transit Planning & Operations Committee M eetings)

MEETING RECORD

CALLED TO ORDER

The Santa Clara Valley Transportation Authority Board of Directors Committee of the
Whole (COW) Mesting (In Lieu of Administration and Finance (A&F) Committee,
Congestion Management Program and Planning (CMPP) Committee, and Transit
Planning and Operations (TP&O) Committee Meetings) was called to order by Board
Member Williams at 12:05 p.m. in the Board of Supervisors Chambers, County

Government Center, 70 West Hedding Street, San Jose, California.

Board Member Williams noted that Committee recommendations would be forwarded for

consideration at the August 7, 2008 VTA Regular Board of Directors Meeting.

ROLL CALL

Member s Present Members Absent

David Casas Nora Campos

Dominic Caserta Liz Kniss

Dean J. Chu, Ex-Officio Nancy Pyle

Don Gage Dolly Sandoval

Y oriko Kishimoto Ken Y eager, Ex-Officio

Sam Liccardo

Chuck Reed

Greg Sellers

Forrest Williams

Alter nates Present Alternates Absent

David Cortese Bob Livengood

Pete McHugh Christopher Moylan
Chuck Page

* Alternates do not serve unless participating as a Member.

A Committee of the Whole was declared.
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2. ADJOURNED TO CLOSED SESSION at 12:06 p.m.

A. Audit by Bureau of State Audits
[ Government Code Section 54956.75]

B. Conference with Labor Negotiators
[ Government Code Section 54957.6]

VTA Designated Representatives:

Joseph Smith, Chief Financial Officer
Bill Lopez, Chief Administrative Officer
Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

RECONVENED TO OPEN SESSION at 12:36 p.m.

3. CLOSED SESSION REPORT

A. Audit by Bureau of State Audits
[Government Code Section 54956.75]

Therewas no reportable action taken during Closed Session.

B. Conference with Labor Negotiators
[Government Code Section 54957.6]

VTA Designated Representatives:

Joseph Smith, Chief Financial Officer
Bill Lopez, Chief Administrative Officer
Robert Escobar, Manager, Office of Employee Relations

Employee Organization:
Amalgamated Transit Union (ATU)

Therewas no reportable action taken during Closed Session.

4. PUBLIC PRESENTATIONS

Mark Brodsky, former Mayor of the City of Monte Sereno, expressed concern on the
planned construction of BART to downtown San José and the use of the one-eighth cent
(1/8 cent) sales tax for operating and maintenance expenses.
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Noel Tebo, Modern Transit Society, expressed concern regarding the delay and the high
operating cost of the planned construction of BART to San José. He recommended that
the Board of Directors demand for a better automated train system with low operating
cost.

5. ORDERSOF THE DAY

Alternate Board Member Cortese inquired about the referral of the Downtown East
Valley Policy Advisory Board (DTEV PAB) to have an item agendized on the Board of
Directors Committee of the Whole meeting. He requested that items of referral, as
documented by the Downtown East Valley Policy Advisory Board on its June 12, 2008
meeting, be properly agendized on the next VTA Board of Directors meeting.

Michael T. Burns, General Manager, responded that the minutes of the June 12, 2008
DTEV PAB was not transcribed and the referral was not acted upon. He noted that the
request would be agendized on the August 7, 2008 Board of Directors meeting.

Board Member Cortese requested that a memorandum describing the procedure to
agendize items for the Board of Directors be distributed to the Board Members.

Kevin Allmand, Acting General Counsel, stated that the process of putting items on the
Agenda is discussed in the Rules and Procedure for the Board which specifically states
that the Agenda would contain any item that is requested by any particular Board
Member.

On order of Board Member Williams, there being no objection, the Committee of the
Whol e accepted the Orders of the Day.

6. REPORT FROM THE GENERAL MANAGER

Michael T. Burns, General Manager, reported that VTA isin a better financial condition
in relation to the successfully completed bond refunding.

Mr. Burns reported that VTA assisted the Santa Clara County Fire Department by
transporting fire fighters to battle the wild fire in Chico, California.

Mr. Burns reported that the July 4 celebration in San José generated the highest Light
Rail ridership.

Mr. Burns reported an overall 7.6 percent increase in ridership in June 2008. He noted a
ten percent increase in bus average weekday ridership. He stated that the new bus service
plan and the continuous increase in the cost of fuel are the main contributors for the
positive trend in ridership.
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Mr. Burns reported that staff began its outreach effort regarding the conversion of High
Occupancy Vehicle Lanes to High Occupancy Toll Lanes on SR85 and US101. He stated
that a series of interviews and focus groups will be conducted.

Mr. Burns reported that he had conversations with stakeholders who support the BART
project and have an interest in requesting the ballot measure be placed before the voters.
He stated that their interest in the BART project was heightened due to the significant
increase in gas prices. He added that climate change and dependence on foreign oil are
also factors that have peaked peoples interest in supporting the BART project. He
explained that if a Measure is placed on the ballot by the VTA Board, that Measure will
be agendized for the August 7, 2008 meeting. The deadline for the County to get an item
on the ballot is August 8, 2008.

CONSENT AGENDA

7. Monthly I nvestment Report — M ay 2008

On order of Board Member Williams, there being no objection, the Committee of the
Whole received the Monthly Investment Report — May 2008.

8. Ratification of Citizens Advisory Committee Appointment

M/SIC (Gage/McHugh) to approve submitting a recommendation to the Board of
Directors to ratify the appointment of Bena Chang to the Citizens Advisory Committee
position representing the Silicon Valley Leadership Group.

9. Bicycle & Pedestrian Advisory Committee Appointments

M/SIC (Gage/McHugh) to approve submitting a recommendation to the Board of
Directorsto ratify the appointments to the Bicycle & Pedestrian Advisory Committee of:

. Jerri-Ann Meyer, City of Mountain View
. Nancy Ginzton, Town of Los Altos Hills
. Celia Chung, alternate member for the Silicon Valley Bicycle Coalition

These appointments are for the two-year term ending June 30, 2010.

10. Proactive CM P Reviewed and Approved Project Quarterly Status Report

On order of Board Member Williams, there being no objection, the Committee of the
Whole received the Proactive CMP Reviewed and Approved Project Quarterly Status
Report.

Board of Directors COW Meeting Page 4 of 17 July 17, 2008
(InLieu of A&F, CMPP, and

TP& O Committee Meetings)

Meeting Record



11.

12.

13.

14.

Legidative History Matrix

On order of Board Member Williams, there being no objection, the Committee of the
Whole received Legislative History Matrix.

VTP Highway Program Semi-Annual Report — April 2008

On order of Board Member Williams, there being no objection, the Committee of the
Wholereceived VTA Highway Program Semi-Annual Report — April 2008.

Valley Transportation Plan (VTP) 2035 — Program Area Review: Expressways

On order of Board Member Williams, there being no objection, the Committee of the
Whole recelved the Valley Transportation Plan 2035 — Program Area Review:
Expressways.

(Removed from the Consent Agenda and placed on the Regular Agenda.)

Valley Transportation Plan (VTP) 2035 — Program Area Review: Local Streets and
County Roads.

REGULAR AGENDA

14.

15.

Valley Transportation Plan (VTP) 2035 — Program Area Review: Local Streets and
County Roads

Board Member Kishimoto expressed that road widening projects under the VTP 2035 —
Program Area Review: Local Streets and County Roads, conflict with VTA’stransit goal.
She stated that continuous road widening does not encourage people to take public
transportation. She commented that projects should promote a multi-modal transit
oriented valley and should not worsen safe routes for bicycles and pedestrians.

On order of Board Member Williams, there being no objection, the Committee of the
Whole received the Valley Transportation Plan 2035 — Program Area Review: Local
Streets and County Roads.

Report regarding the June 11, 2008 and July 9, 2008 Committee for Transit
Accessibility (CTA) Meetings

Jm Unites, Deputy Director for Operations, reported that CTA received an extensive
report on the VTA Bus Stop Accessibility projects and a presentation on Emergency
Response Planning. He added that the Committee made a motion requesting the Board to
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move the Public Presentation Item at the beginning of the Board of Directors meeting
Agenda.

On order of Board Member Williams, there being no objection, the Committee of the
Whole received areport regarding June 11, 2008 and July 9, 2008 Committee for Transit
Accessibility Meetings.

16. Support Position for AB 3021 (Nava)

Kurt Evans, Government Affairs Manager - State and Federal, reported that AB 3021
(Nava) creates the California Transportation Financing Authority to assist local and
regional agencies in obtaining financing through the issuance of revenue bonds to
construct new publicly owned transportation projects. He added that the bill also allows
the authority to permit local and regional agencies, as part of the financing plan for their
projects, to impose tolls for the use of the facilities constructed. He also enumerated the
key provisions of AB 3021(Nava).

M/S/IC (Liccardo/Kishimoto) to approve submitting a recommendation to the Board of
Directors to adopt a support position for AB 3021 (Nava), which creates the California
Transportation Financing Authority to assist local and regional agencies in obtaining
financing through the issuance of revenue bonds to construct new publicly owned
transportation projects. The bill also allows the authority to permit local and regional
agencies, as part of the financing plan for their projects, to impose tolls for the use of the
facilities constructed.

17. Modified Vision and Mission Statement

Greta Helm, Chief External Affairs Officer, provided a report on the process conducted
to develop the VTA Vision and Mission statements. She reported on Board Member
Kishimoto's alternative Mission statement and the mission statement from a Stanford
class project.

Ms. Helm noted that based upon the discussion with the Advisory Committees, and at
CMPP, the VTA Communications staff further modified the recommended Vision and
Mission Statements, and created a complimentary list of values.

Board Member Casas stressed on VTA'’s role to set goals, objectives, strategies and
metrics to achieve its Vison and Mission. Michael T. Burns, General Manager,
responded that the adopted Vision and Mission would be incorporated in the VTP 2035
Strategic Plan which would have goals and strategies for individua divisions and the
whole organization.
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Board Member Kishimoto recommended that the Board consider the alternative Mission
statements that she suggested. She noted that the alternative Mission statements provide
clarity to the direction of the organization.

Mark Brodsky, former Mayor of the City of Monte Sereno, commented that the modified
Vision and Mission statements are a good improvement but it lacks the goal to place
people in the existing transit network. He made the following recommendations: 1) Hi-
tech system for ticketing and information circulation; 2) Express connections; and
3) HOV partnerships.

Board Member Reed clarified that the word sustainable in the Mission statement signifies
the economic stability of the transportation system.

Board Member Gage inquired on a process that would measure if the organization's
Mission is being achieved. He recommended that the Board of Directors should receive
an update periodically. Mr. Burns responded that the organization’s performance with
regard to its Mission would be monitored under the VTP 2035 Strategic Plan and the
findings would be presented to the Board.

Alternate Board Member Cortese inquired if affordability was considered as part of the
Vision, Mission, or Values of the organization. Mr. Burns responded that affordability
falls under accessibility that deals with people with disability and economic issues. He
noted that the fare for the elderly, disabled and youth were recently reduced to show
VTA’s commitment to provide affordable transportation.

Ex-Officio Member Chu suggested incorporating the phrase “economic prosperity and
community vitality” in either the Vision or Mission statements.

Board Member Williams commented that economic prosperity and community vitality
could be measured through the Strategic Plan that would be conducted to monitor if the
Vision and Mission of the organization are being met.

M/SIC (Gage/Liccardo) to approve submitting a recommendation to the Board of
Directors to approve the modified Vision and Mission Statements. Board Member
Kishimoto opposed.

18. Recommended FY 09 Congestion M anagement Program Work Program

John Ristow, Chief CMA Officer, reported that the core task of the FY 09 Work Program
is the same from the previous year. He reported that the Work Program focuses on the
following: 1) Completion of the VTP 2035; 2) Board directive to explore Devel opment
Impact Fee; 3) Continue to monitor system performance; and 4) Review work elements
with the Technical Advisory Committee.
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19.

20.

M/SIC (Gage/Caserta) to approve submitting a recommendation to the Board of
Directors to approve the recommended Fiscal Year 2009 Congestion Management
Program Work Program.

Long Range Transportation Plan (LRTP) Final Program Environmental | mpact
Report

Tom Fitzwater, Environmental Planning Manager, reported that the LRTP Final Program
Environmental Impact Report (PEIR) evaluates the environmental impacts from the VTP
2035 in a cumulative approach. He noted that this would include 300 transit, highway,
bicycle, pedestrian and intelligent transportation system improvements. He added that the
LRTP would look at mitigation measures.

Mr. Fitzwater reported that the Draft Environmental Impact Report (EIR) that was
previously circulated received 14 comments. He reported that the Draft EIR explored two
aternatives: 1) No Project Alternative; and 2) Short Range Transit Project Alternative.
He reported that the LRTP would provide a two percent reduction in countywide vehicle
milestraveled (VMT). He stated that the Final PEIR is currently being prepared.

Board Member Liccardo inquired on the basis of the two percent reduction on VMT.
Mr. Fitzwater responded that the figure was based on the projection of the land use in
year 2035.

M/S/IC (Gage/Cortese) to approve submitting without a recommendation to the Board of
Directors to approve the Long Range Transportation Plan (LRTP) through the following
actions:

1. Certify that the Final Program Environmental Impact Report (PEIR):

a. Meetsthe requirements of California Environmental Quality Act (CEQA);

b. Represents the independent judgment of VTA asthe Lead Agency; and

c. Was presented to the VTA Board of Directors for review and consideration.
2. Adopt the Findings, including the following:

a. Findings;

b. Factsin Support of Findings; and

c. Statement of Overriding Considerations

3. Adopt aMitigation Monitoring and Reporting Program (MM RP)
Board Member Casas recused.

Countywide Bicycle Plan

John Ristow, Chief CMA Officer, reported that the Countywide Bicycle Plan is a
compilation of elements and technical guidelines from previous comprehensive
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documents as a guide for bicycle policies and project planning. He noted that some of the
elements in the Plan set the vision and policy framework for future planning of the
bicycle network within the County. He stated that the Plan includes the following:
1) Description of the current condition of the system; 2) Plan for future improvements;
3) Recommended bicycle capital improvements; 4) Bicycle safety; and 5) Other auxiliary
projects.

Mr. Ristow stated that staff continues to receive comments from cities and an errata sheet
would be prepared to include those comments for the final adoption of the Plan on
August 7, 2008 Board of Directors meeting.

Board Member Liccardo inquired if additional bicycle projects could be included in the
errata sheet. Chris Augenstein, Transportation Planning Manager, responded that
additional projects could be included in the Bicycle Plan.

Board Member Liccardo recommended updating the employer data for the City of San
José as reflected on the Countywide Bicycle Plan.

Ex-Officio Board Member Chu commented that the Metropolitan Transportation
Commission (MTC) is alocating for bicycle projects under the Regional Bike Network.
He noted that the Regional Bike Network was not referenced in the Countywide Bicycle
Plan. Mr. Augenstein responded that the Regional Bike Network does not include all
projects. He added that staff is working to have the language amended to make any
bicycle project eligible for funding.

Board Member Kishimoto expressed concern regarding the one percent modal share for
bicycles. She inquired on the goals set for the modal split and recommended setting a ten
percent goal. Mr. Ristow responded that the goals for all areas of the transportation
system would be addressed under the VTP 2035. He described that vehicle miles
reduced, increase in transit trips, and mode share increases were identified in the LRTP.
He stated that goa setting would be presented to the Board of Directors as a whole
Countywide Plan.

Board Member Williams queried if connections to trails were included in the bicycle
network. Mr. Augenstein responded that trails were included.

M/SIC (Gage/Caserta) to approve submitting a recommendation to the Board of
Directors to adopt the 2008 Santa Clara Countywide Bicycle Plan.

21, Route 87 Highway Planting Project Contract Award
Mark Robinson, Acting Chief Engineering and Construction Officer, reported that the
Route 87 Highway Planting Project is a VTP project that will provide replacement and
supplemental planting for Route 87, between the limits of Route 85 and Julian Street in
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San José. He noted that two bids were received and staff recommends executing a
contract with McGuire and Hester, the lowest responsible bidder, in the amount of
$3,113,520.

M/S/IC (Caserta/Kishimoto) to approve submitting a recommendation to the Board of
Directors to authorize the General Manager to execute a contract with McGuire and
Hester, the lowest responsible bidder, in the amount of $3,113,520 for the Route 87
Highway Planting Project. This contract is 81% federally funded.

22. Congestion Mitigation and Air Quality Funding for Bicycle Expenditure Program
Projects

John Ristow, Chief CMA Officer, provided a brief background about the Congestion
Mitigation and Air Quality (CMAQ) funding. He reported that VTA received three
proposals from three agencies when a call-for-projects was issued in May 2008. He stated
that project requests total $2.9 million. He noted that staff recommends the three projects
be approved for CMAQ funds.

M/S/IC (Caserta/Gage) to approve submitting a recommendation to the Board of
Directors to approve the programming of approximately $2.9 million in Congestion
Mitigation and Air Quality funds for three Bicycle Expenditure Program bicycle and
pedestrian projects.

23. Light Rail Systems Analysis— Contract Award

John Ristow, Chief CMA Officer, reported that the Light Rail Systems Analysis is a
comprehensive evaluation of the whole Light Rail system. He stated that the following
would be evaluated to increase the effectiveness of Light Rail: 1) Current condition;
2) Constraints; 3) Operational improvements; 4) Capital improvements; and 5) Increase
ridership.

Board Member Casas inquired on the cost of funds proposed by other consultants.
Mr. Ristow responded that the following six proposals were submitted:

URS Corporation of San José, CA proposed $550,000;

McCormick Rankin US, Inc. of Ontario, Canada proposed $450,000;
Connetics Transportation Group of Culver City, CA proposed $700,000;
DMJIM+Harris, Inc. of San José, CA proposed $750,000;

Hatch Mott MacDonald, LLC of Pleasanton, CA proposed $1.3 million; and
Steer Davies Gleave of British Columbia, Canada proposed $250,000.

Sk whE

Mr. Ristow stated that staff recommends executing a contract with URS Corporation
because they are licensed to operate the model of the Light Rail system. He added that
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additional market analysis and modeling would be integrated with the scope of work that
the consultant would perform.

Board Member Kishimoto inquired if possible extension of the system would be included
in the analysis. Mr. Ristow responded the analysis would evaluate the ability to extend
the system.

Board Member Williams inquired about the return of the invested $700,000. Mr. Ristow
responded that the analysis would result in increased ridership and revenue for the Light
Rail system.

M/SIC (Gage/Caserta) to approve submitting a recommendation to the Board of
Directors to authorize the General Manager to execute a contract with URS Corporation
for consulting services to complete a Light Rail System Analysis. The contract shall be
for athree-year period for atotal contract value not to exceed $700,000. Alternate Board
Member Cortese opposed.

24, Closed Circuit Television —Light Rail Station Project Contract Award

Mark Robinson, Acting Chief Engineering and Construction Officer, reported that the
project would enhance the existing closed circuit television (CCTV) video on demand
program to the Mountain View, Alum Rock, Great Mall and Hamilton light rail stations.
He stated that the CCTV video on demand system allows for 24/7 monitoring of stations
aswell asretrieval of data by date/time query.

M/SIC (Caserta/Cortese) to approve submitting a recommendation to the Board of
Directors to authorize the General Manager to execute a contract with Siemens
Technology, Inc., the lowest responsible bidder, in the amount of $476,025 for the
Closed Circuit Television — Light Rail Stations Project. This contract is 80% funded by
the Federal Transit Security Grant Program.

25. Cooper ative Agreement with Caltrans for the Blossom Hill Pedestrian and Bicycle
Overcrossing Proj ect

M/SIC (Cortese/Caserta) to approve submitting a recommendation to the Board of
Directors to authorize the General Manager to execute a Cooperative Agreement with the
California Department of Transportation (Caltrans) for the environmental clearance,
design, right-of-way and construction of the Blossom Hill Pedestrian and Bicycle
Overcrossing Project.
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26.

27.

San Martin Parking and Roadway Expansion Project — Amendment to the Granite
Rock/Pavex Construction Contr act

Mark Robinson, Acting Chief Engineering and Construction Officer, reported that the
San Martin Parking and Roadway Expansion Project encountered additional work
essential for project completion.

Board Member Casas inquired if the underestimated amount of Asphalt Concrete and
Roadway Excavation was miscalculated by staff or by the contractor. Mr. Robinson
responded that the plan reflected a certain amount on the scope of work and the quantities
listed in the bid underestimated the amount of work identified on the plan.

Board Member Sellers commented that the issue of the project being underestimated
should be identified and mitigated in the future.

Mr. Robinson stated that staff has a good Quality Assurance Program that addresses all
construction contracts. He noted that a more rigorous review of contracts would be
conducted.

M/S/C (Gage/Seller s) to approve submitting a recommendation to the Board of Directors
to authorize the General Manager to amend the Granite Rock Company DBA, Pavex
Construction Division contract to accommodate the final contract close-out adjustments
of the San Martin Parking and Roadway Expansion construction contract in an amount of
$300,000, for a new authorized amount of $1,401,255.

Zero Emission Bus Strategy

Michael T. Burns, General Manager, reported that VTA completed the phase | of the
Zero Emission Bus (ZEB) Program. He noted that the California Air Resources Board
(CARB) is now requiring phase Il of the ZEB Program. He stated that staff's
recommendation is to designate AC Transit as the lead agency and have them continue
operating twelve buses. He added that an aternative is to have VTA continue with four
buses and have AC Transit utilize eight buses. He stated that the funding secured for the
ZEB would be assigned to AC Transit.

Board Member Liccardo inquired on the cost and life expectancy of a ZEB. Mr. Burns
responded that the cost is around $400,000 to $500,000 for one transit bus and its life
span is less than twelve years. He added that its fuel cell is more expensive than a new
bus.

Board Member Gage expressed concern regarding the ZEB Program. He inquired why
move forward with the ZEB when it shows that they are very expensive. Mr. Burns
responded that we are moving forward because it is a requirement by the CARB.
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28.

29.

Board Member Gage requested to receive information on the improved ZEB.

Board Member Kishimoto inquired about VTA’s plan to operate ZEB. Mr. Burns
responded that VTA has one ZEB in operation that is close to meet its fuel cell
consumption. Mr. Burns added that the ZEB station at VTA would be kept on a short
term basis.

Board Member Kishimoto queried on other available technology that can be pursued.
Mr. Burns responded that staff has been working with CARB to seek approval to
purchase hybrid buses.

Board Member Casas expressed concern regarding the effectiveness of the ZEB Program
and suggested providing the facts about the ZEB to other agencies so that funds are not
misused. Mr. Burns responded that staff has informed all concerned parties regarding the
performance of the ZEB.

M/SIC (Gage/Caserta) to approve submitting a recommendation to the Board of
Directors to adopt a strategy that authorizes the General Manager to enter into
agreements with regional partners to designate AC Transit as the lead agency in the
Advanced Zero Emission Bus Demonstration Program with the intent of satisfying the
California Air Resources Board requirement for zero emission bus demonstrations.

Transportation Advisory M easure for November 2008 Ballot

M/SIC (Gage/McHugh) to approve submitting a recommendation to the Board of
Directors to adopt a resolution calling for a special election on November 4, 2008 to
submit to the voters an Advisory Measure regarding the comprehensive transportation
program identified in Valley Transportation Plan 2035 scheduled for adoption by the
Board of Directors by December, 2008; and,

Consider adoption of a separate resolution calling for an additional measure on the

November 4, 2008 ballot, delegating this responsibility in future years to the
2000 Measure A Citizens Watchdog Committee.

VTA Responseto Civil Grand Jury — Dumbarton Rail

Jim Lawson, Senior Policy Advisor, provided a brief report on the following: 1) Letter of
the Civil Grand Jury regarding Dumbarton Rail Bridge Project; and 2) VTA’s response to
the Civil Grand Jury.

Board Member Kishimoto commented that the letter from the Civil Grant Jury was
reasonable. She expressed concern on transferring funds from one corridor to another.
She inquired on VTA'’s position regarding the Dumbarton Rail Bridge Project and if the
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Metropolitan Transportation Commission (MTC) would act on it. Mr. Burns responded
that the Dumbarton Rail Bridge Project is under the strategic plan of MTC. He added that
VTA is required to respond to the Civil Grand Jury before MTC takes action on the
project.

Ex-Officio Board Member Chu stated that MTC would want to receive input from the
Dumbarton Rail Policy Advisory Board before they take action on the issue on
September 2008.

M/S/IC (Caserta/Gage) to approve submitting a recommendation to the Board of
Directors to approve the attached response to the 2007-08 Santa Clara Civil Grand Jury
Final Report, Dumbarton Rail Bridge Project — Do We Need It?

Board Member Caserta left the meeting at 2:10 p.m.

OTHERITEMS

30. Governance update from Board Member Casas

Board Member Casas reported that the Governance Committee was expanded to include
two members from the Policy Advisory Committee and two members from the Citizens
Advisory Committee. He stated that a report would be drafted for the August 7, 2008
Board of Directors meeting. He explained that the report would have options for the
Board to adopt. He expressed appreciation for the work done by Board Member Sellers
on the Governance.

Board Member Kishimoto recommended receiving the report as soon as it is ready so she
could present it to the council members of the City of Palo Alto.

On order of Board Member Williams, there being no objection, the Committee of the
Whole received a Governance update from Board Member Casas.

Board Members Sellers left the meeting at 2:14 p.m.

31. Items of Concern and Referral to Administration

There were no Items of Concern and Referral to Administration.

32. Committee Staff Report
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There was no Committee Staff Report.

33. Chairperson’s Report

Board Member Williams expressed appreciation for everyone who attended the meeting.

34. Determined Consent Agenda for the August 7, 2008 Board M eeting

CONSENT: Agenda Item # 8., Recommend that the Board of Directors ratify the
appointment of Bena Chang to the Citizens Advisory Committee position representing
the Silicon Valley Leadership Group; Agenda Item # 9., Ratify the appointments to the
Bicycle & Pedestrian Advisory Committee of

e Jerri-Ann Meyer, City of Mountain View

e Nancy Ginzton, Town of Los Altos Hills

e CedliaChung, adternate member for the Silicon Valley Bicycle Coalition
These appointments are for two-year term ending June 30, 2010; Agenda Item # 10.,
Receive the report entitled: Proactive CMP Reviewed and Approved Project Quarterly
Status Report; Agenda Item # 12., Receive the report entitled: VTA Highway Program
Semi-Annual Report; Agenda Item # 13., Receive the Valley Transportation Plan (VTP)
2035 — Program Area Review: Expressways, Agenda Item # 14., Receive the Valley
Transportation Plan (VTP) 2035 — Program Area Review: Local Streets and County
Roads, Agenda Item # 16., Adopt a support position for AB 3021 (Nava), which creates
the California Transportation Financing Authority to assist local and regional agenciesin
obtaining financing through the issuance of revenue bonds to construct new publicly
owned transportation projects. The bill also allows the authority to permit local and
regional agencies, as part of the financing plan for their projects, to impose tolls for the
use of the facilities constructed; Agenda Item # 17., Approve Modified Vision and
Mission Statements; Agenda Item # 18., Approve the Recommended Fiscal Year 2009
Congestion Management Program Work Program; Agenda Item # 20., Adopt the 2008
Santa Clara Countywide Bicycle Plan; Agenda Item # 21., Authorize the General
Manager to execute a contract with McGuire and Hester, the lowest responsible bidder,
in the amount of $3,113,520 for the Route 87 Highway Planting Project. This contract is
81% federally funded; Agenda Item # 22., Approve the programming of approximately
$2.9 million in Congestion Mitigation and Air Quality (CMAQ) funds for three Bicycle
Expenditure Program bicycle and pedestrian projects; Agenda Item # 23., Authorize the
General Manager to execute a contract with URS Corporation for consulting services to
complete a Light Rail System Analysis. The contract shall be for a three-year period for
atotal contract value not to exceed $700,000; Agenda Item # 24., Authorize the General
Manager to execute a contract with Siemens Technology, Inc., the lowest responsible
bidder, in the amount of $476,025 for the Closed Circuit Television - Light Rail Stations
Project. This contract is 80% funded by the Federal Transit Security Grant Program;
Authorize the General Manager to execute a contract with Siemens Technology, Inc., the
lowest responsible bidder, in the amount of $476,025 for the Closed Circuit Television -
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Light Rail Stations Project. This contract is 80% funded by the Federa Transit Security
Grant Program; Agenda Item # 25., Authorize the General Manager to execute a
Cooperative Agreement with the California Department of Transportation (Caltrans) for
the environmental clearance, design, right-of-way and construction of the Blossom Hill
Pedestrian and Bicycle Overcrossing Project; Agenda Item # 26., Authorize the General
Manager to amend the Granite Rock Company DBA, Pavex Construction Division
contract to accommodate the final contract close-out adjustments of the San Martin Parking
and Roadway Expansion construction contract in an amount of $300,000, for a new
authorized amount of $1,401,255; Agenda Item # 27., Adopt a strategy that authorizes
the General Manager to enter into agreements with regional partners to designate AC
Transit as the lead agency in the Advanced Zero Emission Bus (ZEB) Demonstration
Program with the intent of satisfying the California Air Resources Board (CARB)
requirement for zero emission bus (ZEB) demonstrations; Agenda Item # 28., Adopt a
resolution calling for a special election on November 4, 2008 to submit to the voters an
Advisory Measure regarding the comprehensive transportation program identified in
Valley Transportation Plan 2035 scheduled for adoption by the Board of Directors by
December, 2008; and consider adoption of a separate resolution calling for an additional
measure on the November 4, 2008 ballot, delegating this responsibility in future years to
the 2000 Measure A Citizens Watchdog Committee; Agenda Item # 29., Approve the
attached response to the 2007-08 Santa Clara Civil Grand Jury Final Report, Dumbarton
Rail Bridge Project - Do We Need 1t?

REGULAR: Agenda Item # 19., Approve the Long Range Transportation Plan (LRTP)
through the following actions:
1 Certify that the Final Program Environmental Impact Report (PEIR):
a. Meetsthe requirements of California Environmental Quality Act (CEQA);
b. Representsthe independent judgment of VTA asthe Lead Agency; and
c. Was presented to the VTA Board of Directors for review and consideration.
2. Adopt the Findings, including the following:
a. Findings;
b. Factsin Support of Findings; and
c. Statement of Overriding Considerations
3. Adopt a Mitigation Monitoring and Reporting Program (MMRP)

35.  Announcements
Ex-Officio Board Member Chu announced that the California High-Speed Rail
Commission adopted the Pacheco Pass Alignment as the route that would be utilized for
the High-Speed Rail. He stated that the supplemental EIR would be finalized. He added
that the Commission is looking at bringing the bond issue to the ballot.

36. ADJOURNMENT
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On order of Board Member Williams, there being no objection, the Committee of the
Whole Meeting was adjourned at 2:17 p.m.

Respectfully submitted,

Michael Diaresco, Board Assistant
VTA Board of Directors
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ﬁ Valley Transportation Authority

BOARD MEM ORANDUM

Date: August 5, 2008
Current Meeting: August 21, 2008
Board Mesting: N/A

TO: Santa Clara Valley Transportation Authority
Administration and Finance Committee

THROUGH: Genera Manager, Michael T. Burns
FROM: Chief External Affairs Officer, Greta Helm

SUBJECT: 2008 Quarterly Attendance Report

FOR INFORMATION ONLY

BACKGROUND:

At the January 5, 1995 Board of Directors meeting, the Board Secretary was requested to submit
quarterly and year-end attendance reports to include Board Standing Committees and
Board Advisory Committees.

Prepared By: Michelle M. Garza

3331 North First Street - San Jose, CA 95134-1927 - Administration 408.321.5555 - Customer Service 408.321.2300



E = Excused Absence
Eff = Effective

2008 ATTENDANCE SHEET

P = Present

A = Absent
NA = Not Applicable
TE = Term Expiration

9.a

C = Canceled

NAME JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
||Administration & Finance Committee: 3rd Thursday of each month @ 12:00 pm ||
Gage, Don (5) E P E P E C C
McHugh, Pete (Alt-5) NA NA P NA NA C C
Casas, David (2) E E P P P C C
Moylan, Chris (Alt-2) NA NA NA NA NA C C
Reed, Chuck (1) P P P P P C C
Williams, Forrest (1) P E P P P C C
Cortese, David (Alt-1) NA  NA NA NA NA C C
Audit Committee:
Casas, David (2) NA NA NA NA NA P NA
Gage, Don (5) NA NA NA NA NA P NA
Pyle, Nancy (1) NA NA NA NA NA P NA
Sandoval, Dolly (3) NA NA NA NA NA E NA
Bicycle & Pedestrian Advisory Committee: Wednesday following the 1st Thursday of each month @ 6:00 pm
Brunzell, Anna A P P A P C P
Bunnell, Cheryl A P P P P C A
Carpenter, John P P P P A C P
Entin, Bruce A P P P P C A
Fernandez, Chris P P P P P C P
Hagenmaier, Carl A A P P P C A
Manry, William F. P A P P P C A
Meyer, Jerri-Ann (Alt Ex-Officio) A NA A NA P C A
Muniz, Thomas P P P P P C P
Parker, Lane (eff. 2/08) P A P P C A
Rome, Norma A A A A replaced by M. Sacco
Sacco, Marian apptd June 2008 C A
Simons, David A P A P A C P
Stallman, Jim P P P P A C A
Sullivan, John P P P P P C P
Swent, Richard P P P P P C P
Wadler, Herman P P P P A C P
Walton, Joseph P P P P P C P
Winter, Corinne (Ex-Officio) P P A P NA C A
Citizens Advisory Committee: Wednesday following the 1st Thursday of each month @ 4:30 pm
Blaylock, Stephen A P P P P A C
Burnett, Don P A P P A P Resigned 06/08
Elias, Chris A E E E P P C
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Liquidity Banks — JPM and BBV A, which have the highest short-term ratings, were selected based
on their fees and capacity to provide sufficient liquidity for the 2008 Measure A Bonds. JPM offered
liquidity of up to $120 million for either the 2008 Measure A Bonds or the 2008 VTA Bonds; BBVA
offered liquidity of $120 million for 2008 Measure A Bonds only. Dexia Credit Locale, which also
has the highest short-term ratings, offered to provide liquidity for up to $200 million for either the
2008 VTA Bonds or the 2008 Measure A Bonds. The logical allocation was Dexia to the 2008 VTA
Bonds, with JPM and BBVA splitting the 2008 Measure A Bonds.

Both JPM and BBVA provide 364 day liquidity facilities. JPM’s annual fee was 0.38%; BBVA'’s
annual fee was 0.30%. Both banks have a history of renewing their facilities.

The bank selection process is described more fully in a memorandum, dated April 18, 2008, attached
as Attachment A-3.

1. DEVELOPMENT OF FINANCING STRUCTURE

VTA'’s financing goal was to preserve its favorable interest rate swaps and have them relate to the
2008 Measure A Bonds following the refunding. To achieve this goal, VTA needed to comply with
complicated and seemingly illogical Federal tax code requirements which, in turn, affected each
element of the financing structure.

A. Sizing and Amortization

The 2008 Measure A Bonds needed to mirror the Prior Measure A Bonds in every essential
structural respect. Accordingly,

e The 2008 Measure A Bonds were issued in four series;

e The 2008 Measure A Bonds were sized to equal the outstanding par in each series, plus
issuance Costs;

e The amortization of the 2008 Measure A Bonds did not change from the Prior Measure A
Bonds - although a 2009 sinking fund payment was included for transaction costs; and

e The final maturity was the same: April 1, 2036.

B. Costs of Issuance Funding

Because of Federal tax issues, VTA only could fund the transaction costs for the 2008 Measure A
Bonds in a manner that did not impact the integrity of the outstanding series. Bond Counsel was
comfortable in allowing VTA to finance these costs ($855,000) as part of the 2008 Measure A
Bonds provided that the costs were paid as an earlier sinking fund installment. Accordingly, the
2008 Series A included an $855,000 sinking fund payment on April 1, 20009.

Bond Counsel was more flexible with the costs of issuance funding because, unlike the 2008 VTA
Bonds, no advance refunding escrow existed.
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C. Swap Issues

For VTA to preserve the existing swaps and have them relate to the 2008 Measure A Bonds, Bond
Counsel imposed two tax requirements.

First, the variable interest rate under the existing swap formula must be proven to correlate with the
variable rate on the 2008 Measure A Bonds based on an historical analysis. The analysis entailed
selecting a comparable variable rate demand bond and comparing the variable interest rates on such
bond over a three year period with the variable rates that would have been produced under the
existing swap formula. Correlation existed if the historical spread between the two rates averaged
less than 25 basis points. Ross Financial, working with Goldman Sachs, generated this analysis.

Second, Bond Counsel required a “termination” of the existing interest rate swap. In the case of an
existing swap with a higher than market interest rate, the requirement was a “deemed termination”
with little practical effect. This was the case with the 2008 Measure A Bonds, where the outstanding
swaps carried a rate of 3.765%. Accordingly, VTA did not need to re-coupon its swaps as with the
2008 VTA Bonds.

D. Reserve Fund Approach

The Prior Measure A Bonds contained a traditional requirement for its reserve fund: the lesser of
maximum annual debt service, 125% of average annual debt service or 10% of par. That requirement
($23,875,000) was satisfied with a reserve fund surety provided by Ambac. However, the Ambac
surety terminated upon the refunding of those Bonds and would not again become available to VTA.
Because the Master Indenture for the 2000 Measure A sales tax bonds enables the reserve
requirement to be set on a series by series basis, VTA had flexibility to create a new reserve fund
requirement. Its goal was to minimize the initial funding requirement without impacting the
outstanding long-term ratings. The fallback approach was the traditional reserve fund requirement
(similar to the one used for the Prior Measure A Bonds) with VTA cash funding it.

VTA developed a springing reserve requirement approach similar to the one for the 2008 VTA
Bonds. Under this approach, VTA would need to fund a reserve only if annual sales tax revenues did
not cover maximum annual debt service by 2 times. If coverage dropped below this level, then VTA
could fund the reserve with sales tax revenues over a 12 month period, subject to release upon again
meeting the 2 times test. Both Moody’s and S&P approved this approach without impacting
outstanding ratings.

E. Refunding Escrow

The Prior 2000 Measure A Bonds were callable only on an interest payment date — which was a day
following the end of a weekly auction period. As auctions were held on four different days, the Prior
2000 Measure A Bonds had four different redemption dates: June 27 for the 2006 Series C, June 30
for 2006 Series D, July 1 for 2006 Series A and July 2 for 2006 Series B. With a June 25" closing,
the refunding escrow would exist for only 7 days.
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Given the short duration of the refunding escrow, no fixed rate Treasury security existed that would
enable VTA to “net fund” the refunding escrow — from both the corpus of the refunding escrow and
the interest earnings. VTA, thus, needed to “gross fund” the refunding escrow — without regard to
interest earnings being generated. VTA funded the principal requirement with the proceeds of the
2008 Measure A Bonds and funded the $98,036.22 interest requirement with pledged 2000 Measure
A revenues held by the Trustee.

The entire refunding escrow, then, was invested in Demand Deposit SLGS which can be liquidated
with 3 days’ notice. The interest rate was 1.95% for the short escrow, and interest earnings totaled
$41,645.60.

V. CREDIT APPROACH

Since their issuance in 2005, the Prior Measure A Bonds were upgraded by S&P from “AA” to

“AA+”. As a result, the purchase of bond insurance was no longer economic. Indeed, one of the
objectives of the refunding was to allow the marketing of the 2008 Measure A Bonds solely on

VTA'’s credit, with bank liquidity to fund bondholder tenders, if any.

As with any variable rate demand bond, two types of ratings were needed: long-term ratings and
short-term ratings.

A. Long-Term Ratings

VTA obtained long-term ratings from S&P and Moody’s, each of which currently rates VTA’s sales
tax revenue bonds secured by a senior lien of the 2000 Measure A sales tax. The long-term ratings
reflect the credit strength of the sales tax pledge and the likelihood that pledged sales tax will be
sufficient to pay debt service on VTA’s bonds.

VTA did not make a formal in-person presentation the rating agencies. Each rating agency is
familiar with VTA’s credit and had rated VTA’s 2000 Measure A Sales Tax Revenue Refunding
Bonds, 2007 Series A last September. Moreover, the 2008 Measure A Bonds was a refunding issue
designed to address a problem that issuers nationwide were addressing. The expectation was that the
rating agencies would confirm the outstanding ratings — with the only possible wrinkle relating to the
reserve fund requirement discussed above. The ratings were affirmed. See Attachment A-4 for the
credit reports issued by each rating agency.

B. Short-Term Ratings

The marketing of variable rate demand bonds requires a short-term rating that reflects the ability to
fund bondholder tenders in the event such tendered bonds cannot be remarketed. Where bank
liquidity is used for this purpose, the short-term ratings of the variable rate demand bonds will reflect
the bank’s short term rating. JPM and BBVA, the liquidity banks for the 2008 Measure A Bonds,
have the highest short-term ratings from both Moody’s and S&P. As a result, they assigned short-
term ratings VMIG 1 and A-1+, respectively.
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The short-term rating process is cut and dried. The rating analyst reviews the Standby Bond
Purchase Agreement (the bank liquidity agreement) and its tie-in with the bond documents. While
the actual document review may take only a few days, in the current environment, with so many
variable rate demand bond refundings in process, the wait time is three to four weeks before an
analyst can begin his or her review. VTA’s transaction was no exception.

V. BOND PRICING
A. Allocations Among Underwriters

The 2008 Measure A Bonds were structured in four series which essentially mirrored the four series
of the Prior Measure A Bonds being refunded. Each of the four underwriters (Goldman, Bank of
America, JP Morgan and Morgan Stanley) was assigned a series and received compensation based
on the amount of their respective series. Because of the appearance of a tying arrangement, JP
Morgan was assigned to underwrite/remarket one of the series that used BBVA for liquidity.

In 2006, for the purposes of Securities Data Corporation rankings, VTA allocated senior manager
credit to each firm for the series it marketed. For the 2008 Measure A Bonds, VTA allocated senior
manager credit to Goldman Sachs for the full transaction. As the initial underwriter compensation is
low for variable rate demand bonds ($1.50/$1,000), this approach effectively “compensated”
Goldman for the work it performed as senior manager.

B. Takedowns

The takedown for the 2008 Measure A Bonds was $1.50/$1,000. This takedown increased from the
$1.25/$1,000 takedown that underwriters had charged in prior years. The glut of variable rate
demand bond issuances throughout the United States has caused the increase in takedowns to at least
this level. The Bay Area Toll Authority paid a takedown of $1.95/$1,000 for its variable rate demand
bond refunding earlier in the year.

C. Pricing Process

Unlike long-term fixed rate bonds, the pricing of variable rate demand bonds is a non-event, as the
rate will be re-set in the following week and each week thereafter. The process consists of a
preliminary pricing call with the managers to discuss a consensus interest rate, a brief order period
during which investors are approached and a final pricing call an hour or so later.

The initial interest rate on the 2008 Measure A Bonds was 1.35% for the two JP Morgan Series and
1.30% for the two BBV A Series. As a smaller liquidity provider, BBVA carries a “scarcity”
premium. The greater demand for its paper, spurred by investor diversification needs, results in
slightly lower rates. The initial rates were 0.20%-0.25% lower than the SIFMA rate, the national
index of variable rate demand bonds.

Each firm indicated multiple orders for its allotment of bonds — mostly to tax-exempt money market
funds. See Attachment A-5 for a summary of orders by firm and the final allotments.
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VI. INVESTMENTS

The refunding escrow contained the only funds available for investment. As discussed, they were
invested in Demand Deposit SLGS until needed for a redemption payment. The duration of the
refunding escrow was 7 days — until July 2", when the 2006 Series B Bonds were called.

VII. CONTINUING OBLIGATIONS OF VTA

Continuing Disclosure. As variable rate demand bonds, the 2008 Measure A Bonds are exempt
from the continuing disclosure requirements that apply to fixed rate bonds. Therefore, no Continuing
Disclosure Agreement was executed as part of this transaction. Nonetheless, VTA is subject to such
requirements in connection with its 2000 Measure A Sales Tax Revenue Refunding Bonds, 2007
Series A (the “2007 Measure A Bonds”), which were issued on a parity with the 2008 Measure A
Bonds.

To facilitate the continuing remarketing efforts of the 2008 Measure A Bonds, VTA covenanted in
the Third Supplemental Indenture (Section 32.05) to continue with its continuing disclosure filings
even it no longer has fixed rate obligations outstanding. The 2007 Measure A Bonds mature on April
1, 2036. Therefore, the independent continuing disclosure obligation with respect to the 2008
Measure A Bonds should not be triggered so long as the 2007 Measure A Bonds remain outstanding.

Other Obligations. While VTA does not have an immediate independent annual disclosure
obligation, it does have certain on-going requirements:

o 210 days after each Fiscal Year End: VTA must furnish the Trustee with (1) the audited
financial report and (2) a certificate of the chief financial officer that no Event of Default
has occurred. This requirement was set in the 2006 Master Indenture. See Section 6.06.

o 210 days after each Fiscal Year End: VTA must furnish JPM and BBV A with (1) the
audited financial report and (2) a certificate of the chief financial officer that no Event of
Default, Termination Event or Suspension Event has occurred. See Standby Bond
Purchase Agreement (“SBPA?”), Section 7.1(d).

o Each Year: VTA must provide JPM and BBVA with its annual budget and annual
reports filed with NRMSIRs.

o On an occurrence basis: VTA must send JPM and BBVA:

> Copies of official statements for new debt offerings secured by the 2000 Measure A
Sales Tax (SBPA, Section 7.1(d));

Details relating to each Event of Default, if any (SBPA, Section 7.1(d));

Resignation notices from the Trustee or Remarketing Agents (SBPA, Section 7.1(d));
Indenture amendments and Official Statement supplements (SBPA, Section 7.1(d));
Amendments to VTA'’s investment policy (SBPA, Section 7.1(d))

YV VYV
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> Various notices: Events of Default, Remarketing Agent failures; substitutions under
the SBPA,; litigation; rating downgrades, withdrawals or outlook changes; and other
information reasonably requested by JPM or BBVA (SBPA, Section 7.1(j)).

Liquidity Bank Payments and Extensions.

o Liquidity Fee — The 38 basis point JPM liquidity fee and 30 basis point BBVA liquidity
fee are payable quarterly in arrears, commencing on October 1, 2008 and on the first
business of each January, April, July and October thereafter (SBPA Section 2.7(a)). The
fee calculation is based on a 365 day year and actual days elapsed (SBPA Section
2.10(a)). Wire instructions (SBPA Section 2.10(a)) are:

JPM BBVA

Bank: JPMorgan Chase Bank, N.A. Bank: Banco Bilbao Vizcaya Argentaria,

Account Name:  Santa Clara Valley
Transportation Authority 2008 Series A
and 2008 Series B

Attention: Account Manager, SA,
ABA No.: |IlIGIEIB New York Branch, CHIPS
Account No.: [ G ABA No.: IR

Fed Routing No.:

I
Further Credit to ||

Account Name: Int'l Trade and Lending

Administration
Ref: Santa Clara Valley Transportation
Authority 2008 Series C and 2008 Series D

o Extensions — The JPM and BBVA liquidity facilities expire on June 24, 2009, unless
earlier terminated under the SBPA. VTA may extend the SBPAs for another term no less
than 60 days prior to their expiration dates by filing an Extension Notice attached to each
SBPA as Exhibit C. Nonetheless, VTA should contact each bank prior to this notice date.
The current JPM contact is Tim Self, Senior Vice President (212) 270-4946; the current
BBVA contact is Peter Tomanney, Senior Vice President (212) 728-1661.

VIIl. CONCLUSION

The 2008 Measure A Bonds accomplished VTA’s objective of replacing the Ambac-auction rate
securities with more cost-effective uninsured variable rate demand bonds. VTA also established for
itself a flexible reserve fund requirement that eliminates the need for immediate funding. This
approach should increase VTA’s capital funding flexibility for the future.

VTA achieved an immediate interest rate benefit from the refunding, as its variable rates were
initially set at 1.30% and 1.35%. While the recent auction rates approximated 2.00% — much lower
than Ambac-insured variable rate demand bonds — market concerns with auction rate securities have
persisted. If the current spread persists, VTA will be able to recoup its full transaction costs
($855,000) in approximately eight months in the form of lower interest rates. If the spread
approaches the levels seen earlier in 2008, then the cost recovery period will shorten considerably.
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VTA was fortunate in its ability to obtain liquidity for the 2008 Measure A Bonds as well as the
2008 VTA Bonds. At present, virtually all liquidity providers essentially have withdrawn from the
market — at least for a temporary period — as they come to grips with crush of demand for by
similarly situated issuers. Without liquidity, VTA would have found itself in a position of either
having to wait, to implement an interim fix or to issue fixed rate bonds — unappealing alternatives to
the transaction it accomplished.

Attachments

A-1. Final Cash Flows

A-2.  Memorandum re Restructuring Options for VTA’s Variable Rate Obligations
A-3.  Memorandum re Bank Selection Process

A-4.  Credit Reports — Moody’s and S&P

A-5.  Summary of Orders and Allotments
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MEMORANDUM

To:  Joe Smith and Kim Koenig
From: Peter Ross
Date: July 24, 2008

Re: Sales Tax Revenue Refunding Bonds, 2008 Series A-C - Transaction
Summary and Analysis

TRANSACTION OVERVIEW

On June 26, 2008 Santa Clara Valley Transportation Authority (“VTA”) closed its
$168,585,000 aggregate principal amount Sales Tax Revenue Refunding Bonds, 2008
Series A-C (the “2008 VTA Bonds”). The Bonds were issued as uninsured variable rate
demand bonds, with liquidity provided by Dexia Credit Locale (“Dexia”). The security
and source of repayment for the 2008 VTA Bonds are the permanent 1976 sales tax
revenues. The 2008 VTA Bonds carried: (1) long-term ratings of Aa3/AAA/AA- from
Moody’s, Standard & Poor’s and Fitch based on the pledged revenues and (2) the highest
short-term ratings of VMIG 1/A-1+ based on the Dexia liquidity facility.

The 2008 VTA Bonds refunded VTA’s outstanding Sales Tax Revenue Bonds, 2005
Series A-C outstanding in a like amount (collectively, the “Prior VTA Bonds™). The Prior
VTA Bonds were insured by Ambac Assurance Company (“Ambac”), with liquidity
provided by Depfa Bank. The refunding process occurred in parallel with the issuance of
VTA’s 2000 Measure A Sales Tax Revenue Refunding Bonds, 2008 Series A-D (the
2008 Measure A Bonds”) to refund VTA’s Ambac-insured 2000 Measure A Sales Tax
Revenue Bonds, 2006 Series A-D.

The 2008 VTA Bonds were issued in three series and mirrored the basic repayment
features of the Prior VTA Bonds:

‘ Final

Series Par Amortization

Maturity

A $67,565,000 2026 2009-2026
B $50,510,000 2026 2009-2026
C $50,510,000 2026 2009-2026

The initial rate on the 2008 VTA Bonds was set at 1.35%. By contrast, on the date that
the 2008 VTA Bonds closed, rates on Ambac-insured variable rate demand bonds for the
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Bay Area Toll Authority were reset between 5.75% to 9%, due to Moody’s downgrade of
Ambac to Aa3 in the prior week.

For tax purposes, VTA needed to “re-coupon” to the current market rate the interest rate
swaps that were entered into in connection with the Prior VTA Bonds. The new swap rate
is 3.145%, compared with the original 3.03%. To compensate VTA for the higher market
rate, the swap counterparties, Goldman Sachs Marine Mitsui, Morgan Stanley Capital
Services and Citibank, N.A. (collectively, the “Counterparties”) paid VTA the sum of
$1,096,000.

Following the closing, VTA availed itself of an opportunity to restructure the refunding
escrow created in connection with the Prior VTA Bonds. That restructuring enabled the
release of $1,408,432 to VTA to reimburse it for the transaction costs associated with the
2008 VTA Bonds and/or to provide reimbursement for qualified project expenditures.
The cash flows for the 2008 VTA Bonds are contained in Attachment B-1.

The following firms served as transaction participants:

Orrick Herrington & Sutcliffe Bond/Swap Counsel

Ross Financial Financial Advisor/Swap Advisor

Goldman Sachs & Co Senior Managing Underwriter/
Remarketing Agent

Lehman Brothers Co-Managing Underwriter/
Remarketing Agent

Morgan Stanley & Co. Inc. Co-Managing Underwriter/
Remarketing Agent

U.S. Bank, N.A. Trustee

Ron Lee Underwriters’ Counsel

Liquidity Dexia Credit Locale

Goldman Sachs and Morgan Stanley occupied similar roles with respect to the Prior VTA
Bonds; Lehman Brothers replaced Citigroup Global Markets as an
underwriter/remarketing agent.

The bond financing process commenced officially in April 2008 following the VTA’s
Board’s adoption of a resolution approving the basic terms of the 2008 VTA Bonds.

This memorandum provides a transaction implementation roadmap for the 2008 VTA
Bonds, from financing goals to closing, and reviews the major decisions that were made
along the way. In particular, this memorandum addresses the following topics:

20.b
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l. Threshold Decisions

Il. Development of Financing Structure
I1l.  Credit Approach

IV.  Bond Pricing and Swap Re-couponing
V. Investments

VI.  Continuing Obligations of VTA

l. THRESHOLD DECISIONS
A. Transaction Goals

The transaction goal for the 2008 VTA Bonds was simple — to refund the Prior VTA
Bonds as quickly as possible while maintaining the outstanding interest rate swaps.

The reason for the urgency stemmed from the deteriorating market for variable rate
demand bonds insured by Ambac, along with several other bond insurers. These insurers
suffered repeated downgrades from the rating agencies due to their subprime exposure
and concern over their deteriorating capital positions. The most recent downgrade
occurred a week before closing, when Moody’s downgraded Ambac to “Aa3” and MBIA
to “A2”. As a result, the interest rates on variable rate demand bonds insured by Ambac,
MBIA and several other AAA-rated bond insurers went from being among the lowest in
the tax-exempt municipal market place (when the Prior VTA Bonds were issued) to
among the highest. Whereas Ambac originally enhanced VTA’s credit and lowered its
borrowing costs, its presence became increasingly toxic, penalizing VTA’s interest rates
in the process.

VTA'’s situation was further complicated by the interest rate swaps entered into at the
issuance of the Prior VTA Bonds. These swaps provided VTA a cost-effective interest
rate hedge against increasing variable rates and stabilized its debt service at a low rate for
planning purposes. VTA paid the Counterparties a fixed rate and, in turn, received a
variable swap rate structured to offset the interest rate on the variable bond.

With the downgrade of Ambac, VTA’s variable bond rate far exceeded its variable rate
received under the swap. For example, during March 2008, just prior to VTA board
approval, VTA'’s all-in borrowing cost of approximately 6.16% — compared with an all-in
cost of approximately 3.36% through February 2008. Interest expense increased to
$870,818 in March from $463,682 in prior month.

See Attachment A-2 of the Transaction Summary and Analysis Memorandum regarding
the 2008 A Measure A Bonds, which described the impact of the bond insurer
downgrades and market turbulence on all of VTA’s variable rate obligations.
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B. Financing Approach

The 2008 VTA Bonds were issued as uninsured variable rate demand bonds. VTA’s 1976
sales tax is the security and source of repayment for bond debt service, while liquidity is
provided by Dexia. This approach relies solely on VTA’s strong credit to pay bond debt
service.

VTA considered but ultimately rejected certain alternative approaches. These included:

e Do Nothing - This approach was based on the potential for Ambac to regain its
trading advantage. This approach was rejected on projections that the Ambac trading
penalty, even if reduced over time, would persist for a sufficiently long period such
that VTA’s increased debt service costs would have exceeded its transaction costs.

e Interim Period Rate Fix — This approach entailed fixing the rate on the Prior VTA
Bonds for a period of one year or so in an effort to sidestep the current market
turbulence. VTA could have accomplished such interim period rate fix by either
issuing bond anticipation notes under an untested “trust” structure or simply
converting the Prior VTA Bonds to a one year mode. This approach was rejected on
the grounds that it would leave VTA with the same need to fix its Ambac problem if
the situation did not improve after a year.

e Amend the Depfa Liquidity Agreement — This approach was designed to cure a
technical problem with all insured variable rate demand bonds — that liquidity banks
could terminate their agreements if the bond insurer is severely downgraded or
becomes insolvent. The amendment would tie the termination trigger to a VTA
downgrade rather than Ambac. This approach was rejected because the cost of the
amendment was high (Depfa would increase its annual liquidity fees from 24 basis
points to 60 basis points) and the approach would only reduce but not fully eliminate
the Ambac penalty.

e Issue Fixed Rate Bonds — This approach would have been the simplest to implement
and offered the advantage of certainty. The approach was rejected because fixed
interest rates were relatively high, the transaction costs exceeded the alternatives, and
VTA would not have preserved its very favorable interest rate swap.

Attachment A-2 of the Transaction Summary and Analysis Memorandum regarding the
2008 A Measure A Bonds also reviewed each of these options in greater detail.

C. Manner of Sale

Variable rate demand bonds are almost always sold on a negotiated basis, as the initial
rate lasts for approximately one week and then is reset by the underwriter in its role as
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remarketing agent. The negotiated sale approach provides particular benefit for variable
rate demand bonds as the initial placement establishes a foundation for future
remarketings.

D. Selection of Transaction Parties
VTA essentially used the same parties as involved with the Prior VTA Bonds, with a few
modifications. Except as otherwise discussed, each of these parties had been initially

selected through or had participated in a formal request for proposal process.

Financial Advisor — Ross Financial served as financial advisor on the Prior VTA Bonds.

Bond Counsel — While Squire, Sanders & Dempsey served as bond counsel on the Prior
VTA Bonds, VTA selected Orrick, Herrington & Sutcliffe as bond counsel for the 2008
VTA Bonds. Orrick served as bond counsel for the 2000 Measure A Sales Tax Revenue
Bonds, 2006 Series A-D, which were also being refunded simultaneously with the 2008
VTA Bonds, and served as underwriters’ counsel in connection with the Prior VTA
Bonds. Orrick, thus, had familiarity with both programs and, based on its original fee
estimate, offered an economy of scale.

Underwriters/Remarketing Agents — VTA selected Goldman Sachs as senior manager,
with Morgan Stanley and Lehman Brothers as co-managers. Goldman and Morgan
Stanley served in the same roles in connection with the Prior VTA Bonds, with Goldman
consistently achieving the best overall remarketing performance of the managers®.
Lehman replaced Citigroup Global Markets (“Citi”’) as the other co-manager.

Swap Counterparties — These did not change from the Prior VTA Bonds: Goldman
Sachs Mitsui Marine, Morgan Stanley Capital Services and Citibank.

Trustee — U.S. Bank remained as trustee, as it administers all bonds secured by a senior
lien of VTA’s 1976 sales tax.

Liquidity Bank — Dexia was selected based on its quoted fees and capacity to provide
VTA with sufficient liquidity. Dexia, which has the highest short-term ratings, had the
capacity to provide liquidity for up to $200 million of VTA’s variable rate obligations —
whether secured by the 1976 sales tax or the 2000 Measure A sales tax. The other
liquidity banks that offered sizable capacity were JPMorgan Chase (“JPM”) and Banco
Bilbao Vizcaya Argentaria (“BBVA”), but they each were limited to approximately $120

! In each year since the issuance of the Prior VTA Bonds, Goldman outperformed Citi and Morgan Stanley
by setting the lowest weekly rates. In 2005, Goldman’s weekly rates averaged 2.53% vs. 2.59% for Morgan
Stanley and 2.61% for Citi. In 2006, Goldman’s weekly rates averaged 3.33% vs. 3.34% for Morgan
Stanley and Citi. In 2007, Goldman averaged 3.45% vs. 3.50% for Morgan Stanley and 3.51% for Citi. For
the first three months of 2008, prior to the decision to proceed, Goldman averaged 3.24% compared with
3.70% for Morgan Stanley and 3.29% for Citi.
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million. The logical allocation was Dexia to the 2008 VTA Bonds, with JPM and BBVA
splitting the 2008 Measure A Bonds.

Dexia’s liquidity fee proposal was: 0.40% for 364 days; 0.45% for 3 years; and 0.50% for
5 years — with adjustments based on VTA downgrades. VTA selected the 3 year option.

The bank selection process is described more fully in Attachment A-3 of the Transaction
Summary and Analysis Memorandum regarding the 2008 Measure A Bonds.

l. DEVELOPMENT OF FINANCING STRUCTURE

VTA'’s financing goal was to preserve its favorable interest rate swaps and have them
relate to the 2008 VTA Bonds following the refunding. To achieve this goal, VTA
needed to comply with complicated and seemingly illogical Federal tax code
requirements which, in turn, dictated each element of the financing structure.

The tax sensitivity was further heightened by two additional factors: (1) the existence of
the refunding escrow created in connection with the Prior VTA Bonds and (2) the interest
rate swaps were “in the money.”

A. Sizing and Amortization

The 2008 VTA Bonds needed to mirror the Prior VTA Bonds in every structural respect.
Accordingly,

e The 2008 VTA Bonds were issued in three series;

e The 2008 VTA Bonds were sized to equal the outstanding par in each series;

e The amortization of the 2008 VTA Bonds did not change from the Prior VTA
Bonds; and

e The final maturity was the same: June 1, 2026.

B. Costs of Issuance Funding

Because the requirements noted in the prior section, VTA could only fund the transaction
costs for the 2008 VTA Bonds in a manner that did not impact the integrity of the
outstanding series. There were four options: (1) finance the issuance costs in a separate
fixed rate series; (2) finance the issuance costs in separate variable rate series; (3) finance
the issuance costs in a separate taxable series; or (4) cash fund the issuance costs. The all-
in transaction costs were approximately $883,034, which is small for a stand-alone series,
whether taxable, fixed rate or variable rate. VTA determined to cash fund this cost, and
directed the Trustee to keep this amount in trust from the June sales tax receipts.

I note that VTA will be able to recover its transaction costs from one of two sources: (1)
funds generated through the re-couponing of the existing swaps (see Part C below) or (2)
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funds released as a result of restructuring the existing refunding escrow (see Part D
below).

C. Swap Issues

For VTA to preserve the existing swaps and have them relate to the 2008 VTA Bonds,
Bond Counsel imposed two tax requirements.

First, the variable interest rate under the existing swap formula must be proven to
correlate with the variable rate on the 2008 VTA Bonds based on an historical analysis.
The analysis entailed selecting a comparable variable rate demand bond and comparing
the variable interest rates on such bond over a three year period with the variable rates
that would have been produced under the existing swap formula. Correlation existed if
the historical spread between the two rates averaged less than 25 basis points. Ross
Financial, working with Goldman Sachs, generated this analysis.

Second, Bond Counsel required a “termination” of the existing interest rate swap. In the
case of an existing swap with a higher than market interest rate, the requirement was a
“deemed termination” with little practical effect. In the case of an existing swap with a
rate that was lower than current market rates — i.e., “in the money” — the swap rate must
be reset, or re-couponed, to a current market rate. As the existing 3.03% fixed interest
rate swap rate was lower than current market rates, the re-couponing requirement applied
for the 2008 VTA Bonds. Procedurally, this process entailed a real termination of the
swap coupled with a termination payment to VTA, and the setting of a new swap rate.
The swap rate was re-set at 3.145%. To compensate VTA for the higher annual fixed rate,
however, the Counterparties made an upfront payment in the aggregate amount of
$1,096,000. The pricing process associated with resetting the swap rate is described in
Part V of this Memorandum.

The financial consequences to VTA of not re-couponing the existing interest rate swaps
could have been considerable. The reason relates to the advance refunding escrow (the
“Refunding Escrow”) created in connection with the Prior VTA Bonds® and the Federal
tax law requirement that the yield on such refunding escrows cannot exceed the
applicable bond yield. The Refunding Escrow matures in June 2011. Because of the
refunding, the applicable bond yield will be the yield on the 2008 VTA Bonds. Without
the re-couponing, the bond yield would have been based on the actual variable rate rather
the fixed swap rate. Through June 2011, that bond yield very likely would have been
lower than the 3.20% yield on the Refunding Escrow yield (approximately 3.20%). If the
yield differential averaged 1% per year, VTA would have been required to make
approximately $5 million in yield reduction payments to the U.S. Treasury®. By re-

% The Prior VTA Bonds advance refunded most of VTA’s Sales Tax Revenue Bonds, 2001 Series A (the
“2001 Bonds”). The 2001 Bonds were callable on June 1, 2011. The Refunding Escrow provides for the
payment of 2001 Bonds through the call date.

® The Refunding Escrow is sized at approximately $162.9 million. At a 1% yield differential for
approximately 3 years, VTA would have had to make a rebate reduction payment of approximately $1.629
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couponing — for which VTA was compensated in the form of a payment from the
Counterparties — VTA avoided this cost.

D. Refunding Escrow Restructuring

The higher interest rates caused by the Ambac downgrade and the higher liquidity facility
fees to be paid by VTA on the 2008 VTA Bonds had one positive effect. It allowed VTA
to restructure the Refunding Escrow that was created in connection with the Prior VTA
Bonds — generating an additional $1,408,432 for VTA. The reason for this is rather
technical, but evidences VTA’s opportunistic approach to the transaction.

As noted in the prior section, the Federal Tax Code required that the yield on the
Refunding Escrow not exceed the applicable bond yield. Because taxable rates were
higher in 2005 when the Prior VTA Bonds were issued, VTA needed to purchase 0%
interest Treasury Securities (“SLGS”) to blend down the Refunding Escrow yield to then
projected bond yield.

The higher interest rates stemming from the Ambac downgrade and the higher bank
liquidity fees increased VTA’s bond yield from approximately 3.20% to 3.50%. The
applicable bond yield now exceeds the Refunding Escrow yield by approximately 0.30%.
This additional cushion allowed VTA to sell the 0% SLGS and purchase interest bearing
SLGS. At its current sizing, the higher interest earnings would generate excess Refunding
Escrow cash flow. Therefore, the Refunding Escrow can be downsized by $1,408,432
while remaining sufficiently funded. This amount is released from the Refunding Escrow
to VTA for reimbursement of transaction costs on the 2008 VTA Bonds a reimbursement
of qualified project expenditures.

E. Reserve Fund Approach

The Prior VTA Bonds did not contain a funded debt service reserve fund. Under the
Indenture, VTA is required to fund a reserve only if coverage of maximum annual debt
drops below 3 times. As debt service coverage exceeded 9 times, no need existed to fund
a debt service reserve for the 2008 VTA Bonds.

IV. CREDIT APPROACH

Since their issuance in 2005, the Prior VTA Bonds were upgraded by S&P from “AA” to
“AAA”. As a result, VTA no longer had need to credit enhance its bonds from any bond
insurer. Indeed, one of the objectives of the refunding was to allow the marketing of the
2008 VTA Bonds solely on VTA’s credit, with bank liquidity to fund bondholder tenders,
if any. Thus, VTA approached only the rating agencies to rate the 2008 VTA Bonds.

million per year for approximately 3 years, or $4.887 million. In general, the lower the bond rate in this
instance, the higher the rebate reduction payment.

20.b
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As with any variable rate demand bond, two types of ratings were needed: long-term
ratings and short-term ratings.

A. Long-Term Ratings

VTA obtained long-term ratings from S&P, Moody’s and Fitch, each of which currently
rates VTA’s sales tax revenue bonds secured by a senior lien of the 1976 sales tax. The
long-term ratings reflect the credit strength of the sales tax pledge and the likelihood that
pledged sales tax will be sufficient to debt service on VTA’s bonds.

VTA did not make a formal in-person presentation to the rating agencies. Each rating
agency is familiar with VTA’s credit and had rated VTA’s Sales Tax Revenue Refunding
Bonds, 2007 Series A approximately a year ago. Moreover, the 2008 VTA Bonds was a
refunding issue designed to address a problem that issuers nationwide were addressing.
Absent a major intervening development affecting the underlying credit, the expectation
was that the rating agencies would confirm their outstanding ratings — which they did.
See Attachment B-2 for the credit reports issued by each rating agency.

B. Short-Term Ratings

The marketing of variable rate demand bonds requires a short-term rating that reflects the
ability to fund bondowner tenders in the event such tendered bonds cannot be remarketed.
Where bank liquidity is used for this purpose, the short-term ratings of the variable rate
demand bonds will reflect the bank’s short term rating. Dexia, the liquidity bank for the
2008 VTA Bonds, has the highest short-term ratings from all three rating agencies. As
only two short-term ratings are needed for marketing purposes, VTA obtained short-term
ratings from only Moody’s (VMIG 1) and S&P (A-1+).

The short-term rating process is cut and dried. The rating analyst reviews the Standby
Bond Purchase Agreement (the bank liquidity agreement) and its tie-in with the bond
documents. While the actual document review may take only a few days, in the current
environment, with so many variable rate demand bond refundings in process, the wait
time is three to four weeks before an analyst can begin his or her review. VTA’s
transaction was no exception.

IV. BOND PRICING AND SWAP RE-COUPONING
A Bond Pricing
1. Allocations Among Underwriters

The 2008 VTA Bonds were structured in three series which mirrored the three series of
the Prior VTA Bonds being refunded. Each of the three underwriters (Goldman, Lehman



20.b

Joe Smith and Kimberly Koenig

Re: Sales Tax Revenue Refunding Bonds — Transaction Summary and Analysis
July 24, 2008

Page 10 of 14

and Morgan Stanley) was assigned a series. They received compensation based on the
amount of their respective series — approximately on 40%-30%-30% basis.

In 2005, for the purposes of Securities Data Corporation rankings, VTA allocated senior
manager credit to each firm for the series it marketed. For the 2008 VTA Bonds, VTA
allocated senior manager credit to Goldman Sachs for the full transaction. As the initial
underwriter compensation is low for variable rate demand bonds ($1.50/$1,000), this
approach effectively “compensated” Goldman for the work it performed as senior
manager, including the restructuring of the Refunding Escrow.

2. Takedowns

The takedown for the 2008 VTA Bonds was $1.50/$1,000. This takedown increased from
the $1.25/$1,000 takedown for the Prior VTA Bonds. The glut of variable rate demand
bond issuances throughout the United States has caused the increase in takedowns to at
least this level. The Bay Area Toll Authority paid a takedown of $1.95/$1,000 for its
variable rate demand bond refunding earlier in the year.

3. Pricing Process

Unlike long-term fixed rate bonds, the pricing of variable rate demand bonds is a non-
event, as the rate will be re-set in the following week and each week thereafter. The
process consists of a preliminary pricing call with the managers to discuss a consensus
interest rate, a brief order period during which investors are approached and a final
pricing call an hour or so later.

The initial interest rate on the 2008 VTA Bonds was 1.35%, consistent with the rate set
for the 2008 Measure A Bonds (JP Morgan Series) on the prior day and 5 basis points
higher than the rate on the 2008 Measure A Bonds (BBVA Series). Dexia and JP
Morgan are, by far, the leading liquidity and letter of credit bank providers. As a smaller
liquidity provider, BBVA carries a “scarcity” premium — resulting in slightly lower rates.
The initial 1.35% rate was 0.20% lower than the SIFMA rate, the national index of
variable rate demand bonds.

Each firm indicated multiple orders for its allotment of bonds — mostly to tax-exempt
money market funds. See Attachment B-3 for a summary of orders by firm and the final
allotments.

B. Swap Re-Couponing
Bond Counsel required that the termination of the existing swap and the determination of

the new swap be established on the day of closing — but prior to the actual release of
funds. Closing occurred around 10:00 a.m.; the swap details were finalized at 7:30 a.m.
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The swap re-couponing process commenced a few weeks prior to closing, when it
became apparent that the existing swaps were “in the money”. There were two steps: (1)
obtaining Ambac’s consent to the change in the swap rate and (2) holding a series of tie-
out calls with the Counterparties.

1. Ambac Consent

Under the existing swap documents, a change in the swap rate triggered the need for
Ambac’s consent, as it insures VTA’s obligations under the swaps. Based on prior
transactions, Ambac had developed a reputation of fighting consent requests. For VTA,
the Ambac consent process was quite seamless — probably for two reasons. First, VTA
kept Ambac informed throughout the year on its thinking with respect to, and refunding
status of, its outstanding Ambac-insured variable rate transactions. Second, as Ambac
remains committed to the municipal bond insurance bond industry and will likely
reconstitute itself in another entity (mostly likely, Connie Lee), it wishes to maintain
favorable issuer relationships to the greatest extent possible. Therefore, it had little to
gain with combativeness.

2. Tie-Outs

Once Ambac indicated its willingness to consent to a new swap rate under the existing
swap documents, VTA and Ross Financial held six tie-out calls with the Counterparties
to ensure that their independent calculation of the new swap rate and termination
payments to VTA produced comparable results. The challenge here was heightened by
the complexity of the swap formula, which contains embedded options*. The valuations
of embedded options can vary substantially among counterparties.

a. Swap Rate. On the final re-couponing call, the Counterparties indicated the
following market rates:

Goldman: 3.145%
Citi: 3.144%
Morgan Stanley: 3.130%

These pricing results represented a close range given the embedded options in the
swap formula. So as to create a single rate for ease of administration, Citi and
Morgan Stanley increased their rates to the Goldman rate, and adjusted the
termination payments to VTA accordingly.

* The original swap rate was based on Goldman’s “Cal E-LIBOR” formula: the lower of (1) one month
LIBOR or (2) the greater of (a) 63.5% of one month LIBOR or (b) 55.5% of one month LIBOR + 44 basis
points. This formula, in effect, contains two embedded options: a floor of one month LIBOR and slope
intercept portion (55.5% + 44 basis points). The Cal E-LIBOR formula protects VTA in situations where
both LIBOR and tax-exempt variable rates are very low. Such a rate compression environment existed at
the time the swap was entered into. Overall, the formula has worked well for VTA.
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b. Termination Payment to VTA. The Counterparties needed to make a cash
payment to VTA to compensate it for the higher re-couponed swap rate. This cash
payment was the equivalent of a net termination payment had VTA simply chosen
to terminate the swaps.

The calculation of termination value and the net termination payment also will
vary by Counterparty. Several factors are involved. First, each swap provider has
its own pricing model for termination valuations. The models run countless rate
and yield curve simulations to derive a termination value. Second, termination
value calculations are affected by each firm’s approach to pricing embedded
options. Third, in circumstances where the swap continues, swap counterparties
viewed the termination payment as an embedded loan, containing an implied
funding rate that will vary by firm. Finally, each firm will have certain expenses,
including the cost of legal counsel. All of these factors can lead to disparate
results and may not linearly correspond to specific movements in interest rates.

Nonetheless, the net termination payments by Counterparty to VTA were
remarkably consistent, with approximately a $10,000 difference between
Counterparties, when notional amounts were adjusted:

Goldman Sachs Morgan Stanley Citi
Notional Amount $67,565,000 $50,510,000 $50,510,000
Payment to VTA $448,000 $326,000 $322,000
Size-adjusted Payment $332.000 -- --

VTA can use the aggregate payment of $1,096,000 for reimbursement of qualified
project expenditures.

VI. INVESTMENTS

The 2008 VTA Bonds did not create any new funds to be invested, with the exception of
the Refunding Escrow restructuring previously discussed.

VII. CONTINUING OBLIGATIONSOF VTA

Continuing Disclosure. As variable rate demand bonds, the 2008 VTA Bonds are
exempt from the continuing disclosure requirements that apply to fixed rate bonds.
Therefore, no Continuing Disclosure Agreement was executed as part of this transaction.
Nonetheless, VTA is subject to such requirements in connection with its Sales Tax
Revenue Refunding Bonds, 2007 Series A (the “2007 VTA Bonds”), which were issued
on a parity with the 2008 VTA Bonds.

To facilitate the continuing remarketing efforts of the 2008 VTA Bonds, VTA
covenanted in the Seventh Supplemental Indenture (Section 22.05) to continue with its



Joe Smith and Kimberly Koenig

Re: Sales Tax Revenue Refunding Bonds — Transaction Summary and Analysis
July 24, 2008
Page 13 of 14

continuing disclosure filings even it no longer has fixed rate obligations outstanding. The

2007 VTA Bonds mature on June 1, 2021. Therefore, the continuing disclosure
obligation with respect to the 2008 VTA Bonds will not occur until 2022 assuming no
other fixed rate bonds are issued.

Other Obligations. While VTA does not have an immediate independent annual

disclosure obligation, it does have certain on-going requirements:

0

210 days after each Fiscal Year End: VTA must furnish the Trustee with (1)

the audited financial report and (2) a certificate of the chief financial officer

that no Event of Default has occurred. This requirement was set in the Master

Indenture from 1997. See Section 6.06.

210 days after each Fiscal Year End: VTA must furnish Dexia with (1) the
audited financial report and (2) a certificate of the chief financial officer that
no Event of Default, Termination Event or Suspension Event has occurred.
See Standby Bond Purchase Agreement (“SBPA”), Section 7.1(d).

Each Year: VTA must provide Dexia with its annual budget and annual
reports filed with NRMSIRs.

On an occurrence basis: VTA must send Dexia:

>

Copies of official statements for new debt offerings secured by the 1976
Sales Tax (SBPA, Section 7.1(d));

Details relating to each Event of Default, if any (SBPA, Section 7.1(d));
Resignation notices from the Trustee or Remarketing Agents (SBPA,
Section 7.1(d));

Indenture amendments and Official Statement supplements (SBPA,
Section 7.1(d));

Amendments to VTA'’s investment policy (SBPA, Section 7.1(d))
Various notices: Events of Default, Remarketing Agent failures;
substitutions under the SBPA, litigation; rating downgrades, withdrawals
or outlook changes; and other information reasonably requested by Dexia
(SBPA, Section 7.1(j)).

Obtain Ambac consent for any changes to the Indenture adversely affecting
the interest rate swaps or VTA'’s ability to pay thereunder (Seventh
Supplemental Indenture, Section 23.01).

Liquidity Bank Payments and Extensions.

0

Liquidity Fee — The 45 basis point liquidity fee is payable quarterly in
arrears, commencing on October 1, 2008 and on the first business of each
January, April, July and October thereafter (SBPA Section 2.7(a)). The fee

20.b
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calculation is based on a 365 day year and actual days elapsed (SBPA Section
2.10(a)). Wire instructions (SBPA Section 2.10(a)) are:

Bank: Citibank, N.A.

ABA No.:

For the account of: Dexia Crédit Local, New York,

Account No.: ,

Reference: F-0144D Santa Clara Valley Transportation Authority

o Extensions — The Dexia liquidity facility expires on June 24, 2011, unless an
earlier termination occurs pursuant to the SBPA. VTA may extend the SBPA
for another term no less than 60 days prior to the June 24, 2011 expiration
date by filing an Extension Notice attached to the SBPA as Exhibit C.
Nonetheless, VTA should contact Dexia prior to this notice date to discuss a
possible extension. The current Dexia contact is Richard Skiera, Vice
President (212) 515-7025.

VIIl. CONCLUSION

The 2008 VTA Bonds accomplished VTA’s objective of replacing the Ambac-insured
variable rate demand bonds with now far more cost-effective uninsured variable rate
demand bonds. Its timing was fortuitous, as VTA closed the transaction immediately
before Ambac weekly rates jumped in response to the Moody’s downgrade to Aa3.

VTA achieved an enormous immediate interest rate benefit from the refunding. Its initial
variable rate of 1.35% compared with reset rates in excess of 7.00% for comparable
Ambac-insured transactions during the same week. The severity of the Ambac penalty
effectively allows VTA to recoup its full transaction costs ($883,034) in approximately
one month in the form of lower interest rates. In addition, VTA’s restructure of the
Refunding Escrow generated an additional $1,408,432 of funds.

VTA was fortunate in its ability to obtain liquidity for the 2008 VTA Bonds as well as
the 2008 Measure A Bonds. At present, virtually all liquidity providers essentially have
withdrawn from the market — at least for a temporary period — as they come to grips with
crush of demand for by similarly situated issuers. Without liquidity, VTA would have
found itself in a position of either having to wait, to implement an interim fix or to issue
fixed rate bonds — unappealing alternatives to the transaction it accomplished.

Attachments

B-1. Final Cash Flows
B-2.  Credit Reports — Fitch, Moody’s and S&P
B-3. Summary of Orders and Allotments
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