NEW ISSUE—BOOK-ENTRY ONLY Ratings:

Fitch: “AA” for 2002-2006 maturities; “AAA?” for 2007-2026 maturities

Moody’s: “Aa3” for 2002-2006 maturities; “Aaa” for 2007-2026 maturities

Standard & Poor’s: “AA” for 2002-2006 maturities; “AAA” for 2007-2026 maturities
See “RATINGS” herein

In the opinion of Orrick, Herrington & Sutcliffe LLF, Bond Counsel, based upon an analysis of existing laws, regulations,
rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the 2001 Bonds is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 and is exempt from State of California personal income taxes. In the further opinion of Bond

- Counsel, interest on the 2001 Bonds is not a specific preference item for purposes of the federal individual or corporate alternative
minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other tax consequences related
to the ownership or disposition of, or the accrual or receipt of interest on, the 2001 Bonds. See “TAX MATTERS?” herein.

$200,000,000
SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Sales Tax Revenue Bonds
2001 Series A

Dated: Date of Delivery Due: June 1, as shown below

The Sales Tax Revenue Bonds described above (the “2001 Bonds”) are being issued by the Santa Clara Valley Transportation
Authority (the “Authority”) to finance portions of the Tasman East, Vasona and Capitol Corridor light rail extensions and pay
the costs of issuance of the 2001 Bonds.

The 2001 Bonds are being issued as fully registered bonds without coupons in the denominations of $5,000 or any integral
multiple thereof. The 2001 Bonds will be registered in the name of Cede & Co., as holder of the 2001 Bonds and nominee for The
Depository Trust Company (“DTC”), New York, New York. Purchasers will not receive certificates representing their interest in
the 2001 Bonds purchased. Interest on the 2001 Bonds is payable on each June 1 and December 1, commencing December 1, 2001.
The principal or redemption price of and interest on the 2001 Bonds is payable by wire transfer to DTC which, in turn, will remit
such principal, redemption price or interest to the DTC Participants for subsequent disbursement to the Beneficial Owners of the
2001 Bonds, as more fully discussed herein. The 2001 Bonds will mature on June 1 in the years and amounts and bear interest
at the annual rates set forth below.

The 2001 Bonds are subject to redemption prior to maturity, as more fully described herein.

The 2001 Bonds are limited obligations of the Authority payable from and secured solely by a pledge of the Revenues (which
is defined herein and which principally includes the receipts from the imposition in Santa Clara County of a one-half of one
percent retail transactions and use tax (the “Sales Tax”), less certain administrative fees paid to the California State Board of
Equalization), as described herein. The Sales Tax was approved by the electorate of the County of Santa Clara in 1976 and does
not have a termination date.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE COUNTY OF SANTA CLARA, THE
STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION OR PUBLIC AGENCY THEREOF, OTHER THAN THE
AUTHORITY TO THE EXTENT OF THE PLEDGE OF THE REVENUES, IS PLEDGED TO THE PAYMENT OF THE
PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR INTEREST ON THE 2001 BONDS.

Payment of the principal of and interest on the 2001 Bonds maturing on or after June 1, 2007 (the “Insured 2001 Bonds™)
when due will be insured by a municipal bond insurance policy to be issued by

mMBiAa

simultaneously with the delivery of the 2001 Bonds.
MATURITY SCHEDULE

Maturit Principal Interest Maturit Principal Interest

(une 1) Amount Rate Yield (une 1) Amount Rate Yield
2002 $4,770,000 5.500% 2.700% 2015* $ 3,335,000 4.750% 4.870%
2003 4,845,000 5.500 3.050 2016* 8,940,000 4.875 4.950
2004 5,085,000 5.000 3.300 2017* 9,345,000 5.000 5.000
2005 5,310,000 5.000 3.550 2018* 9,785,000 5.000 5.070
2006 5,545,000 5.500 3.700 2019* 10,245,000 5.000 5.110
2007* 5,375,000 5.000 3.850 2020* 10,725,000 5.000 5.140
2008* 3,390,000 4.500 3.950 2021* 11,230,000 5.000 5.160
2009* 3,440,000 4.500 4.100 2022* 14,765,000 5.000 5.190
2010* 3,485,000 4.500 4250 2023* 15,500,000 5.000 5.210
2011* 3,455,000 5.250 4.350 2024* 16,275,000 5.000 5.220
2012* 3,355,000 5.250 4.550** 2025* 17,090,000 5.000 5.230
2013* 3,470,000 5.250 4.660** 2026* 17,945,000 5.000 5.240
2014* 3,295,000 5.250 4.760**

*  MBIA Insured.
** Yield to call.

The 2001 Bonds were sold via competitive sale on May 23, 2001 pursuant to an Official Notice of Sale dated May 16, 2001. The
2001 Bonds are offered when, as and if issued, subject to the approval of validity by Orrick, Herrington & Sutcliffe, LLF, San
Francisco, California, Bond Counsel, and certain other conditions. Certain legal matters will be passed on for the Authority by its
General Counsel. It is anticipated that the 2001 Bonds will be available for delivery to DTC on or about June 7, 2001.

Dated: May 23, 2001



No dealer, salesman or any other person has been authorized by the Santa Clara Valley
Transportation Authority (the “Authority”) or the Underwriter to give any information or to make
any statements or representations, other than those contained in this Official Statement, and, if
given or made, such other information, statements or representations must not be relied upon as
having been authorized. The information set forth herein has been obtained from the Authority and
other sources which are believed to be reliable, but it is not guaranteed as to accuracy or
completeness, and it is not to be construed as a representation by the Underwriter. The information
in this Official Statement is subject to change, and neither the delivery of this Official Statement nor
any sale made after any delivery shall, under any circumstances, create any implication that there has
been no change since the date of this Official Statement. This Official Statement does not
constitute an offer to sell or solicitation of an offer to buy any of the 2001 Bonds in any jurisdiction
in which such offer or solicitation as not authorized, or in which any person making such offer or
solicitation is not qualified to do so, or to any person to whom it is unlawful to make such offer or
solicitation in such jurisdiction.

This Official Statement is not to be construed as a contract with the Purchasers of the 2001
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or
matters of opinion whether or not expressly so described herein, are intended solely as such and are
not to be construed as representations of fact.

THE PRICES AT WHICH THE 2001 BONDS ARE OFFERED TO THE PUBLIC BY
THE UNDERWRITER (AND THE YIELDS RESULTING THEREFROM) MAY VARY
- FROM THE INITIAL PUBLIC OFFERING PRICES OR YIELDS APPEARING ON THE
COVER PAGE HEREOF. IN ADDITION, THE UNDERWRITER MAY ALLOW
CONCESSIONS OR DISCOUNTS FROM SUCH INITIAL PUBLIC OFFERING PRICES TO
DEALERS AND OTHERS. IN CONNECTION WITH THE OFFERING OF THE 2001
BONDS, THE UNDERWRITER MAY EFFECT TRANSACTIONS THAT STABILIZE OR
MAINTAIN THE MARKET PRICE OF THE 2001 BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN
EXAMINATION CONCERNING THE AUTHORITY AND THE TERMS OF THE
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES
HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING
AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS
A CRIMINAL OFFENSE.
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OFFICIAL STATEMENT

$200,000,000
SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
SALES TAX REVENUE BONDS
2001 SERIES A

INTRODUCTION

Genernal

This Official Statement, which includes the cover page and the appendices hereto, sets forth
certain information in connection with the offering by the Santa Clara Valley Transportation
Authority (the “Authonty”) of $200,000,000 principal amount of Santa Clara Valley Transportation
Authority Sales Tax Revenue Bonds, 2001 Series A (the “2001 Bonds”). The Authority was
formerly known as the Santa Clara County Transit District.

Authority for Issuance

The 2001 Bonds are being issued by the Authority under and pursuant to the Santa Clara
Valley Transportation Authority Act, being Sections 100000 er seg. of the California Public Utilities
Code and the provisions of the Revenue Bond Law of 1941, being Section 54300 et seg. of the
California Government Code as referenced in the Santa Clara Valley Transportation Authority Act
(collectively, the “Act”) and the Indenture, dated as of November 1, 1997, between the Authonty
and First Trust of California, National Association, now known as U.S. Bank Trust National
Association, as trustee (the “Trustee”), as supplemented by a First Supplemental Indenture, dated as
of November 1, 1997, and a Second Supplemental Indenture, dated as of May 1, 2001 (collectively,
the “Indenture”), between the Authority and the Trustee. All capitalized terms used and not
otherwise defined herein shall have the meanings assigned to such terms in APPENDIX D -
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE,” or, if not defined therein,
in the Indenture.

Purpose

The 2001 Bonds are being issued in order to finance portions of the Authority’s
expenditures associated with its Tasman East, Vasona and Capitol Corridor light rail extensions and
pay the costs of issuance of the 2001 Bonds.

Security

The 2001 Bonds are limited obligations of the Authority payable from and secured by certain
revenues (the “Revenues”) pledged under the Indenture, including a pledge of revenues (the “Sales
Tax Revenues”) derived from a one-half of one percent (0.5%) retail transactions and use tax (the
“Sales Tax”), imposed in accordance with the Act and the California Transactions and Use Tax Law
(Revenue and Taxation Code Section 7251 e seg.), net of an administrative fee paid to the California
State Board of Equalization (the “Board of Equalization”) in connection with the collection and
disbursement of the Sales Tax. The Sales Tax was approved by the electorate of the County of
Santa Clara in 1976 and does not have a termination date.



The Authority has previously issued $40,570,000 aggregate principal amount of Santa Clara
County Transit District Sales Tax Revenue Refunding Bonds, 1997 Series A (the “1997 Bonds™), of
which $37,445,000 aggregate prncipal amount will be outstanding as of June 1, 2001, and
$52,860,000 aggregate principal amount of Santa Clara County Transit District Ad)ustable Rate
Refunding Equipment Trust Certificates, Series 1985 A (the “1985 Equipment Trust Certificates”)
of which $29,660,000 aggregate principal amount will be outstanding as of June 1, 2001. The 1997
Bonds were issued pursuant to the Indenture. The 1985 Equipment Trust Certificates were issued
pursuant to an Equipment Trust Indenture, dated as of June 1, 1984, which was amended and
restated by the Amended and Restated Equipment Trust Indenture, dated as of December 1, 1998
(the “Equipment Trust Indenture”), by and between the Authorty and U.S. Bank Trust National
Association, as trustee. The 1997 Bonds and the 1985 Equipment Trust Certificates are payable
from and secured equally by a pledge of the Sales Tax Revenues on a parity with the 2001 Bonds.
(The 2001 Bonds, the 1997 Bonds and the 1985 Equipment Trust Certificates are referred to herein
as the “Senior Obligations.”) The Authority has also issued $50,000,000 aggregate principal amount
of Santa Clara County Transit District Junior Lien Sales Tax Revenue Bonds, 1998 Series A (the
“1998 Junior Lien Bonds”), of which $48,890,000 aggregate principal amount will be outstanding as
of June 1, 2001, and $40,000,000 aggregate principal amount of Santa Clara Valley Transportation
Authority Junior Lien Sales Tax Revenue Bonds, 2000 Series A (the “2000 Junior Lien Bonds,” and
together with the 1998 Junior Lien Bonds, the “Junior Obligations”), all of which will be
outstanding as of June 1, 2001. See “SECURITY AND SOURCES OF PAYMENT FOR THE
2001 BONDS - Outstanding Debt” herein.

Based on 1999-2000 Sales Tax Revenues of $166,764,390, combined maximum annual debt
service coverage of the 2001 Bonds, the 1985 Equipment Trust Certificates and the 1997 Bonds will
be approximately 8.85 times. For a more detailed description of the Sales Tax and the Authonty’s
Sales Tax Revenues, see “THE SALES TAX,” “SECURITY AND SOURCES OF PAYMENT
FOR THE 2001 BONDS - Pledge of Revenues” and APPENDIX A - “THE AUTHORITY”

herein.

In addition to the Senior Obligations, additional Parity Debt may hereafter be issued and
paid from the Revenues. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2001
BONDS - Additional Bonds” herein.

Although a Bond Reserve Fund is created under the Indenture, the initial reserve fund
requirement will be zero dollars ($0), so long as the prior Fiscal Year’s Sales Tax Revenues cover
Maximum Annual Debt Service by 3.00 times. At such time as the prior Fiscal Year’s Sales Tax
Revenues no longer cover Maximum Annual Debt Service by 3.00 times, the Authorty will be
required to make or cause to be made, within one year, a deposit or deposits into the Bond Reserve
Fund in an amount equal to the Bond Reserve Requirement, all as provided in the Indenture. The
Bond Reserve Fund may be funded with cash, a letter of credit, a surety bond, an insurance policy or
a combination thereof. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2001
BONDS - Bond Reserve Fund” and APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS
OF THE INDENTURE - Definitions” herein.

Payment of the principal of and interest on the 2001 Bonds maturing on and after June 1,
2007 (the “Insured 2001 Bonds”) when due will be insured by a municipal bond insurance policy
(the “Insurance Policy”) issued by MBIA Insurance Corporation (the “Insurer”) simultaneously with



the delivery of the 2001 Bonds. See “THE MBIA INSURANCE CORPORATION INSURANCE
POLICY” herein.

_ NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE
COUNTY OF SANTA CLARA, THE STATE OF CALIFORNIA OR ANY POLITICAL
SUBDIVISION OR PUBLIC AGENCY THEREOF, OTHER THAN THE AUTHORITY TO
THE EXTENT OF THE PLEDGE OF THE REVENUES, IS PLEDGED TO THE
PAYMENT OF THE 2001 BONDS.

Continuing Disclosure

The Authonty has covenanted for the benefit of the owners and beneficial owners of the
2001 Bonds to provide certain financial information and operating data relating to the Authority by
not later than 210 days following the end of the Authorty’s Fiscal Year (presently June 30),
commencing with the report for the 2000-01 Fiscal Year, and to provide notices of occurrence of
certain enumerated events, if materiall See “CONTINUING DISCLOSURE” herein and
APPENDIX G - “PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE.”

References

The descriptions and summaries of various documents hereinafter set forth do not purport
to be comprehensive or definitive, and reference is made to each such document for the complete
details of all terms and conditions. All statements herein are qualified in their entirety by reference
to each such document, copies of which are available for inspection at the offices of the Authority.

THE AUTHORITY

The Authorty is an independent public agency responsible for bus and light rail operations
in the County of Santa Clara (the “County”), regional commuter and inter-city rail service, ADA
Paratransit service, congestion management, specific highway improvement projects, and
countywide transportation planning. The Authority, onginally known as the Santa Clara County
Transit District, was created in 1972 pursuant to the Santa Clara County Transit District Act in order
to provide transit services in the County. Prior to January 1, 1995, the County Board of Supervisors
served as the Authority’s Board of Directors. Effective as of January 1, 1995, pursuant to California
legislation, the Authority has operated under a separate Board of Directors.

Also on January 1, 1995, the Authority assumed the responsibilities of the Santa Clara
County Congestion Management Agency (“CMA”). On Aprl 1, 1997 the Authority began serving
as the successor to the Santa Clara County Traffic Authority, an authority that received the proceeds
of a half-cent sales tax levied from Apnl 1, 1985 through March 31, 1995 for highway projects. As a
result, the Authority is now responsible for countywide transportation planning and funding,
congestion management, bus and light rail operations, and the delivery of highway and other
transportation projects. On January 1, 2000, pursuant to California legislation, Santa Clara County
Transit District’s name was officially changed to Santa Clara Valley Transportation Authority.

In November 1996, voters in the County approved Measure A, an advisory measure listing a
program of transportation improvements for the County (“1996 Measure A”). On the same ballot,
voters in the County approved Measure B which authorized the County Board of Supervisors to
collect a nine-year half-cent sales tax for general county purposes (“1996 Measure B”).

3.



Subsequently, the County Board of Supervisors adopted a resolution dedicating the 1996 Measure B
tax for 1996 Measure A projects. In February 2000, the Authority’s Board of Directors approved a
Master Agreement formalizing its partnership with the County to provide for the construction of the
1996 Measure A projects utilizing the funds provided by 1996 Measure B as set forth in the 1996
Measure B Transportation Improvement Program (“MBTIP”). Under MBTIP, the 1996 Measure B
sales tax proceeds are received by the County and advanced to the Authority for specific projects.

The Authority is responsible for project implementation and management of the transit and highway
projects and assists in the administration of the pavement management and bicycle elements of
MBTIP. See APPENDIX A - “THE AUTHORITY - Authority Capital Programs; 1996 Measure

B Transportation Improvement Program.”

Collection of the 1996 Measure B sales tax began in April 1997 and 1s scheduled to expire on
March 31, 2006; however, use of the revenue was delayed pending the outcome of litigation
challenging the legality of the sales tax. The Superior Court in the County and the California Court
of Appeals both upheld the validity of the 1996 Measure B sales tax. In August of 1998 the
California Supreme Court denied plaintiffs® request for review and the County and the Authonty
were allowed to move forward with the implementation of the 1996 Measure A transportation
projects. See “INVESTMENT CONSIDERATIONS - Sales Tax Litigation.”

On November 7, 2000, more than 70% of the voters in the County approved a measure
(“Measure A”) implementing a 30-year half cent sales tax to take effect after the 1996 Measure B
sales tax expires on March 31, 2006. Revenues from Measure A may be used to finance the transit
projects and operations listed in the Authority’s Valley Transportation Plan 2020, which was
formulated to provide a balanced transportation system consisting of transit, roadway, bicycle and
pedestnian improvements. See APPENDIX A - “THE AUTHORITY - Authonty Capital
Programs; Valley Transportation Plan 2020.”

For a more complete description of the Authority and its operations, see APPENDIX A -
“THE AUTHORITY.” The Authority’s service area is shown on the VTA System Map on the

following page.
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THE 2001 BONDS

General

The 2001 Bonds are being issued in the aggregate principal amount of $200,000,000 to
finance portions of the Authority’s Tasman East, Vasona and Capitol Corridor light rail extensions
and to pay costs of issuance of the 2001 Bonds.

The 2001 Bonds will be dated their date of delivery. The 2001 Bonds will bear interest at the
rates, and will mature, subject to prior redemption as described below, in the amounts and on the
dates set forth on the cover page of this Official Statement. Interest on the 2001 Bonds shall be
payable on June 1 and December 1 of each year, commencing December 1, 2001. Interest on the
2001 Bonds shall be computed on the basis of a 360-day year of twelve 30-day months. The 2001
Bonds will be issued in fully registered form without coupons and will initially be registered in the
name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), the securities
depository for the 2001 Bonds. The term “Owner” as used herein shall refer to DTC as the
registered owner of the Bonds. Purchases of the 2001 Bonds are to be made in book-entry only
form in the principal amount of $5,000 or any integral multiple thereof. Payments to the beneficial
owners of the 2001 Bonds are to be made as described below in APPENDIX E - “BOOK ENTRY
ONLY SYSTEM.”

The principal of and premium, if any, on the 2001 Bonds are payable when due upon
presentation thereof at the corporate trust office of the Trustee. Interest on the 2001 Bonds will be
payable by check mailed by first class mail, or upon request of any Owner of $1,000,000 or more of
aggregate principal amount of 2001 Bonds who has provided the Trustee with wire transfer
instructions, by wire transfer on each interest payment date to the Owner thereof as of the 15th day
of the calendar month immediately preceding such interest payment date.

Redemption Provisions

Optional Redemption. The 2001 Bonds maturing on or before June 1, 2011 are not
subject to redemption prior to their respective stated maturities. The 2001 Bonds maturing on or
after June 1, 2012 shall be subject to redemption prior to their respective stated maturities, at the
option of the Authority, from any source of available funds, as a whole or in part on any date (by
such maturities as may be specified by the Authority and by lot within a maturity), on or after June 1,
2011, at the principal amount thereof plus accrued interest to the date of redemption without
premium.

Selection of 2001 Bonds for Redemption. Whenever provnslon is made in the Indenture
for the redemption of less than all of the 2001 Bonds of any maturity (and interest rate) thereof, the
Trustee shall select the 2001 Bonds to be redeemed from all 2001 Bonds of the respective matunity
(and interest rate) not previously called for redemption, in minimum denominations of $5,000, by lot
in any manner which the Trustee in its sole discretion shall deem appropriate and fair. The Trustee
shall promptly notify the Authority in writing of the 2001 Bonds so selected for redemption.

The Authority shall notify the Trustee at least forty-five (45) days prior to the redemption of
2001 Bonds. Notice of redemption shall be mailed by the Trustee, not less than thirty (30) nor more
than sixty (60) days prior to the redemption date, (i) to the respective Owners of any 2001 Bonds



designated for redemption at their addresses appearing on the bond registration books of the
Trustee by first class mail, (i) to the Securities Depositonies by registered or certified mail, return
receipt requested, or by some other confirmable delivery method, and (i) to two or more
Information Services by first class mail. The Trustee shall mail an additional copy of such notice of
redemption to any 2001 Bond owner who has not surrendered such Owner’s 2001 Bonds called for
redemption within 60 days after the redemption date.

Partial Redemption of 2001 Bonds. Upon surrender of any 2001 Bond redeemed in part
only, the Authonty shall execute and the Trustee shall authenticate and deliver to the Owner thereof,
at the expense of the Authority, a new 2001 Bond of an authorized denomination, and of the same
maturity and interest rate, equal in aggregate principal amount to the unredeemed portion of the
2001 Bond surrendered.

Effect of Redemption. Notice of redemption having been duly given, and moneys for
payment of the Redemption Price of, together with interest accrued to the redemption date on, the
2001 Bonds (or portions thereof) so called for redemption being held by the Trustee, on the
redempuion date designated in such notice, the 2001 Bonds (or portions thereof) so called for
redemptlon shall become due and payable at the redemption price specified in such notice together
with interest accrued thereon to the date fixed for redemption, interest on the 2001 Bonds so called
for redemption shall cease to accrue, said 2001 Bonds (or portions thereof) shall cease to be entitled
to any benefit or security under the Indenture, and the Owners of said 2001 Bonds shall have no
nghts in respect thereof except to receive payment of said redemption price and accrued interest to
the redemption date.

APPLICATION OF 2001 BOND PROCEEDS
The proceeds from the sale of the 2001 Bonds will be applied as follows:

Sources of Funds:

Par Amount of Bonds $200,000,000.00
Less: Net Original Issue Discount (453,804.50)
Total Sources: $199,546,195.50
Uses of Funds:
Project Fund Deposit $197,920,090.55
Underwriter’s Discount” 1,251,104.95
Costs of Issuance? 375,000.00
Total Uses: 199,546,195.

®  Includes bond insurance premium.
@ Includes rating agency fees, trustee fees, printing costs, bond counsel and financial advisor fees and expenses and

other miscellaneous expenses.



The following table shows the annual debt service requirements on the 2001 Bonds, the

DEBT SERVICE SCHEDULE

1997 Bonds and the 1985 Equipment Trust Certificates.

Santa Clara Valley Transportation Authority

Combined Annual Debt Service Schedule

Senior
Year  2001Bonds 2001 Bonds 2001 Bonds Obligations
Ending  Principal Interest Annual Debt  Existing Debt Combined

June 1 Amount Payment Service Service® Debt Service
2002 $ 4,770,000 $ 9,871,339.17 §$ 14,641,339.17 § 4,199,683.00 § 18,841,022.17
2003 4,845,000 9,776,300.00 14,621,300.00 4,220,373.00 18,841,673.00
2004 5,085,000 9,509,825.00 14,594,825.00 4,247,213.00 18,842,038.00
2005 5,310,000 9,255,575.00 14,565,575.00 4,275,828.00 18,841,403.00
2006 5,545,000 8,990,075.00 14,535,075.00 4,304,728.00 18,839,803.00
2007 5,375,000 8,685,100.00 14,060,100.00 4,783,528.00 18,843,628.00
2008 3,390,000 8,416,350.00 11,806,350.00 7,037,255.00 18,843,605.00
2009 3,440,000 8,263,800.00 11,703,800.00 7,138,445.00 18,842,245.00
2010 3,485,000 8,109,000.00 11,594,000.00 7,248,910.00 18,842,910.00
2011 3,455,000 7,952,175.00 11,407,175.00 7,433,400.00 18,840,575.00
2012 3,355,000 7,770,787.50 11,125,787.50 7,717,830.00 18,843,617.50
2013 3,470,000 7,594,650.00 11,064,650.00 7,778,590.00 18,843,240.00
2014 3,295,000 7,412,475.00 10,707,475.00 8,134,390.00 18,841,865.00
2015 3,335,000 7,239,487.50 10,574,487.50 8,266,665.00 18,841,152.50
2016 8,940,000 7,081,075.00 16,021,075.00 2,818,875.00 18,839,950.00
2017 9,345,000 6,645,250.00 15,990,250.00 2,850,988.00 18,841,238.00
2018 9,785,000 6,178,000.00 15,963,000.00 2,875,750.00 18,838,750.00
2019 10,245,000 5,688,750.00 15,933,750.00 2,908,163.00 18,841,913.00
2020 10,725,000 5,176,500.00 15,901,500.00 2,937,438.00 18,838,938.00
2021 11,230,000 4,640,250.00 15,870,250.00 2,973,313.00 18,843,563.00
2022 14,765,000 4,078,750.00 18,843,750.00 - 18,843,750.00
2023 15,500,000 3,340,500.00 18,840,500.00 - 18,840,500.00
2024 16,275,000 2,565,500.00 18,840,500.00 - 18,840,500.00
2025 17,090,000 1,751,750.00 18,841,750.00 - 18,841,750.00
2026 17,945,000 897,250.00 18,842,250.00 - 18,842,250.00

Totals $200,000,000 $166,890,514.17 $366,890,514.17 $104,151,365.00  $471,041,879.17

) Debt service on the 1985 Equipment Trust Certificates is calculated at the swap rate of 4.335%. See “SECURITY
AND SOURCES OF PAYMENT FOR THE 2001 BONDS - Outstanding Debt” herein.

SECURITY AND SOURCES OF PAYMENT FOR THE 2001 BONDS

Limited Obligation

The 2001 Bonds are limited obligations of the Authority and are payable as to both principal
and interest, and any premuum upon redemption thereof, exclusively from the Revenues, which

principally include Sales Tax Revenues, pledged under the Indenture.



NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE
COUNTY OF SANTA CLARA, THE STATE OF CALIFORNIA OR ANY POLITICAL
SUBDIVISION OR PUBLIC AGENCY THEREOF, OTHER THAN THE AUTHORITY TO
THE EXTENT OF THE PLEDGED REVENUES, IS PLEDGED TO THE PAYMENT OF
THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR INTEREST ON, THE 2001
BONDS.

Pledge of Revenues

All Sales Tax Revenues are irrevocably pledged by the Authority to secure the punctual
payment of the principal or purchase price of, premium, if any, and interest on the 1997 Bonds, the
2001 Bonds, any additional Series of Bonds issued under the Indenture (collecuvely, the “Bonds”),
the 1985 Equipment Trust Certificates and any additional Panty Debt in accordance with their
terms, and the Sales Tax Revenues shall not be used for any other purpose while any of the Bonds
or Parity Debt remain Outstanding, except as permitted by the provisions of the Indenture and the
Equipment Trust Indenture permitting the application thereof for the purposes and on the terms
and conditions set forth therein. Additionally, there are pledged to secure the payment of the
principal of, redemption premium, if any, and interest on the Bonds in accordance with their terms
all amounts (including proceeds of the Bonds) held by the Trustee under the Indenture (except for
amounts held in the Rebate Fund), subject only to the provisions of the Indenture permitting the
application thereof for the purposes and on the terms and conditions set forth therein. Pursuant to
the Indenture, the pledge of Sales Tax Revenues constitutes a first lien to secure the Bonds and
Parity Debt. The pledge of Sales Tax Revenues shall be irrevocable until all Bonds issued under the
Indenture, including the 2001 Bonds, and all Parity Debt are no longer Outstanding.

The Sales Tax Revenues pledged to the payment of the Bonds and Parity Debt shall be
applied without priority or distinction of one over the other and the Sales Tax Revenues shall
constitute a trust fund for the security and payment of the Bonds and Parity Debt; but nevertheless
out of Sales Tax Revenues certain amounts may be applied for other purposes as provided in the
Indenture and the Equipment Trust Indenture.

Out of Revenues there shall be applied all sums required for the payment of the principal of
(including any premium thereon) and interest on the Bonds and all Parity Debt, together with any
sinking fund payments relating to Bonds and Parity Debt and Reserve Fund requirements with
respect thereto. After these requirements have been met, remaining Revenues are transferred to
BNY Western Trust Company;, as trustee for the Junior Obligations (the “Junior Lien Trustee”) and
shall be applied to the payment of principal of (including any premium thereon) and interest on the
Junior Obligations, together with any sinking fund payments relating to the Junior Obligations and
reserve fund requirements with respect thereto. All remaining Revenues, after making the foregoing
allocations, shall be available to the Authority for all lawful Authority purposes.

For a more detailed description of the Sales Tax and historical and projected receipts of
Sales Tax Revenues, see “THE SALES TAX” herein.

Revenue Fund; Allocation of Revenues

As long as any Bonds are Outstanding or any Parity Debt remains unpaid, the Authority has
assigned the Sales Tax Revenues to the Trustee and shall cause the Board of Equalization to



transmit the same directly to the Trustee. The Sales Tax Revenues shall be received and held in trust
by the Trustee for the benefit of the Owners of the Bonds and any Parity Debt. The Trustee shall
forthwith deposit all Sales Tax Revenues in the Revenue Fund, maintained and held in trust by the
Trustee, when and as such Sales Tax Revenues are received by the Trustee. See APPENDIX D-
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Funds and Accounts;
Allocation of Revenues.” Investment income on amounts held by the Trustee (other than amounts
held in the Rebate Fund or for which particular instructions are provided) shall also be deposited in
the Revenue Fund.

In each month while Bonds remain Outstanding, the Trustee is required to set aside receipts
of Sales Tax Revenues in the following respective funds, amounts and order of prionty (provided
that deficiencies in any previously required deposit may be made up prior to the deposit to a fund
subsequent in priority and further provided that set asides or transfers required with respect to
outstanding 1985 Equipment Trust Certificates or other Parity Debt may be made on a parity basis,
as provided in the Indenture):

1. Interest Fund. The Indenture requires the Trustee to make monthly deposits
in the Interest Fund in an amount equal to one-sixth of the aggregate half-yearly amount of
interest becoming due and payable on Outstanding Bonds during the ensuing six-month
period.

2. Pnncipal Fund; Sinking Accounts. The Indenture also requires the Trustee
to make monthly dep051ts in the Principal Fund in an amount equal to at least (a) one-sixth
of the aggregate semiannual amount of principal, accreted value, if applicable, and
mandatory sinking account payments becoming due and payable within the next six months
on OQutstanding Bonds having semiannual maturity dates and mandatory sinking account
redemption, plus (b) one-twelfth of the aggregate yearly amount of principal, accreted value,
if applicable, and mandatory sinking account payments becoming due and payable within the
next twelve months on Outstanding Bonds having annual matunty dates and mandatory
sinking account redemption.

See APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE - Funds and Accounts; Allocation of Revenues” for a more complete discussion.

Bond Reserve Fund

The Bond Reserve Requirement as of any date of calculation shall be zero dollars ($0),
except that if Sales Tax Revenues during the immediately preceding Fiscal Year do not cover
Maximum Annual Debt Service by at least 3.00 times, the Bond Reserve Requirement shall increase
to Maximum Annual Debt Service on the Bonds, as provided in the definition thereof contained in
the Indenture. See APPENDIX D “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE - Definitions.”

Upon such an increase in the Bond Reserve Requirement, the Authonty shall make a deposit
or deposits to the Bond Reserve Fund 1n an amount equal to the Bond Reserve Requirement within
one year. In lieu of a cash deposit, the Authority may fulfill all or a portion of its obligation to fund
the Bond Reserve Fund by depositing a letter of credit, surety bond or insurance policy, as provided
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in the Indenture. See APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE - Funding and Application of Bond Reserve Fund.”

Except as otherwise permitted by the Indenture, at such time as the Bond Reserve Fund is
required to be funded due to a decrease in the coverage of Sales Tax Revenues over Maximum
Annual Debt Service below 3.00 times, the Authonty shall make or cause to be made, within one
year, a deposit or deposits into the Bond Reserve Fund equal to the Bond Reserve Requirement.
Additionally, except as otherwise provided in the Indenture, the Trustee shall make deposits to the
Bond Reserve Fund equal to the sum of (1) one-twelfth (1/12th) of the aggregate amount of each
unreplenished prior withdrawal from the Bond Reserve Fund and (i) the full amount of any
deficiency due to any required valuation of the investments in the Bond Reserve Fund. See
APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Funds
and Accounts; Allocation of Revenues” for a more complete discussion.

Additional Bonds and Parity Debt

Under the Indenture, the Equipment Trust Indenture or other instrument authorizing Panty
Debt, the Authonty may issue other obligations payable in whole or in part from Sales Tax
Revenues subject to the terms and conditions contained in such authorizing instrument.

Issuance of Additional Series of Bonds. The Authorty may by Supplemental Indenture
establish one or more Senes of Bonds payable from Revenues and secured by the pledge made
under the Indenture equally and ratably with Bonds previously issued, but only upon compliance by
the Authority with the provisions of the Indenture and only upon compliance with the terms of the
Equipment Trust Indenture (as long as any Equipment Trust Certificates are outstanding). Certain
of the applicable provisions of the Indenture are described below:

(a) No Event of Default shall have occurred and then be continuing.

(b)  The Supplemental Indenture providing for the issuance of such Series shall
require that the balance in the Bond Reserve Fund, forthwith upon the receipt of the
proceeds of the sale of Bonds of such Series, be increased, if necessary, to an amount at least
equal to the Bond Reserve Requirement with respect to all Bonds to be considered
Outstanding upon the issuance of Bonds of such Series. Said deposit may be made from the
proceeds of the sale of Bonds of such Senes or from other funds of the Authornity or from™
both such sources or in the form of a letter of credit or surety bond or insurance policy as
described under “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE -
Funding and Application of Bond Reserve Fund.”

(© The Authonty shall have placed on file with the Trustee the report of the
Authority, certifying that the lesser of (i) the amounts of Sales Tax Revenues for a period of
twelve (12) consecutive months during the eighteen (18) months immediately preceding the
date on which such Bonds will become outstanding, or (ii) the estimated Sales Tax Revenues
for the Fiscal Year in which the Bonds are to be issued, will equal at least 2.00 times
Maximum Annual Debt Service for all Series of Bonds and Parity Debt then Outstanding
and the additional Series of Bonds then proposed to be issued.
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Nothing in the Indenture shall prevent or be construed to prevent the Supplemental
Indenture providing for the issuance of an additional Series of Bonds from pledging or otherwise
providing, in addition to the security given or intended to be given by the Indenture, additional
security for the benefit of such additional Series of Bonds or any portion thereof.

Issuance of Refunding Bonds. Refunding Bonds may be authorized and issued by the
Authority without compliance with the provisions of the Indenture described above under “Issuance
of Additional Series of Bonds” and other terms of the Indenture; provided that Maximum Annual
Debt Service on all Bonds and Parity Debt Outstanding following the issuance of such Refunding
Bonds is less than or equal to Maximum Annual Debt Service on all Bonds and Parity Debt
Outstanding prior to the issuance of such Refunding Bonds and, provided further that, as long as
Equipment Trust Certificates are outstanding, the provisions of the Equipment Trust Indenture
with respect to the issuance of additional Sales Tax debt are satisfied.

Issuance of Parity Debt. The Authonty may also issue additional Panty Debt under the
Equipment Trust Indenture, or another authonzing instrument, payable on a parity with the Bonds
and which will have, when issued, an equal lien and charge upon the Sales Tax Revenues, provided
that the conditions to the issuance of such Parity Debt set forth in the Equipment Trust Indenture
and such other authonzing instruments are satisfied, including the coverage test described in
subsection (c) above under the caption “Issuance of Additional Series of Bonds.”

Subordinate Obligations

The Authority may issue obligations which are subordinate to the payment of the principal,
premium, interest and reserve fund requirements for the Bonds, the Equipment Trust Certificates
and all other Parity Debt, and which subordinated obligations are payable as to principal, premium,
interest and reserve fund requirements, if any, only out of Sales Tax Revenues after the prior
payment of all amounts then required to be paid from Revenues for principal, premium, interest and
reserve fund requirements for the Bonds, the Equipment Trust Certificates, and all other Panty
Debt, as the same become due and payable; provided that while the Equipment Trust Certificates
are outstanding, the provisions of the Equipment Trust Indenture for the issuance of additional
Sales Tax debt are satisfied.

The Authority has issued $90,000,000 aggregate principal amount of such subordinated
obligations in the form of the Junior Obligations. See SECURITY AND SOURCES FOR

PAYMENT OF THE 2001 BONDS - Outstanding Debt” herein.
Outstanding Debt

The Authority previously issued 1997 Bonds, of which $37,445,000 aggregate principal
amount is outstanding and the 1985 Equipment Trust Certificates, of which $29,660,000 aggregate
principal amount is currently outstanding. The 1997 Bonds and the 1985 Equipment Trust
Certificates are issued on a parity basis with the 2001 Bonds and, therefore, are payable from and
secured by a pledge of the Sales Tax Revenues. The 1985 Equipment Trust Certificates are
additionally secured by a municipal bond insurance policy issued by Ambac Assurance Corporation.
Liquidity support for the 1985 Equipment Trust Certificates is provided by a revocable, transferable
liquidity letter of credit issued by Credit Local de France, acting through its New York Agency,
which letter of credit expires on June 1, 2015. Pursuant to an interest rate swap agreement entered
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into on August 10, 1998 by the Authority with General Re Financial Products Corporation, the
interest rate on the 1985 Equipment Trust Certificates is fixed at 4.335%.

In addition, the Authority previously issued $50,000,000 aggregate principal amount of 1998
Junior Lien Bonds, and $40,000,000 aggregate prncipal amount of 2000 Junior Lien Bonds,
pursuant to an Indenture dated as of March 1, 1998, as supplemented by a First Supplemental
Indenture, dated as of March 1, 1998 and a Second Supplemental Indenture, dated as of
November 1, 2000, between the Authority and the Junior Lien Trustee. The Junior Obligations are
payable from and secured by a pledge of Sales Tax Revenues that is junior to the pledge securing the
Bonds. The Junior Obligations were purchased with a portion of the proceeds of a pool of vanable
rate funds established for this purpose by the December 1997 issuance of $200,000,000 aggregate
principal amount of variable rate demand bonds by the California Transit Finance Authority, a joint
powers agency whose members are the Authority and the San Mateo County Transit District.

Future Financing Plans

Upon the passage of Measure A in November of 2000, the Authority’s board of directors
commenced a planning and priontization process relating to the Authority’s future financing goals.
This process is currently ongoing, and the Authority anticipates having its financing plans in place by
the autumn of 2001. See “THE AUTHORITY” herein for further discussion of Measure A and the
planning process. Future indebtedness may be secured by Measure A revenues, Sales Tax Revenues,
other legally available sources or a combination thereof.

THE MBIA INSURANCE CORPORATION INSURANCE POLICY

The following information has been furnished by the Insurer for use in this Official
Statement. Reference is made to APPENDIX H for a specimen of the Insurance Policy.

The Insurance Policy unconditionally and irrevocably guarantees the full and complete
payment required to be made by or on behalf of the Authority to the Trustee or its successor of an
amount equal to (i) the principal of (either at the stated maturity or by an advancement of maturity
pursuant to a mandatory sinking fund payment) and interest on, the Insured 2001 Bonds as such
payments shall become due but shall not be so paid (except that in the event of any acceleration of
the due date of such principal by reason of mandatory or optional redemption or acceleration
resulting from default or otherwise, other than any advancement of maturity pursuant to a
mandatory sinking fund payment, the payments guaranteed by the Insurance Policy shall be made in
such amounts and at such times as such payments of principal would have been due had there not
been any such acceleration); and (ii) the reimbursement of any such payment which is subsequently
recovered from any owner of the Insured 2001 Bonds pursuant to a final judgment by a court of
competent jurisdiction that such payment constitutes an avoidable preference to such owner within
the meaning of any applicable bankruptcy law (a “Preference”).

The Insurance Policy does not insure against loss of any prepayment premium which may at
any time be payable with respect to any Insured 2001 Bond. The Insurance Policy does not, under
any circumstance, insure against loss relating to: (1) optional or mandatory redemptions (other than
mandatory sinking fund redemptions); (ii) any payments to be made on an accelerated basis;
(i) payments of the purchase price of Insured 2001 Bonds upon tender by an owner thereof; or
(iv) any Preference relating to (i) through (i) above. The Insurance Policy also does not insure
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against nonpayment of principal of or interest on the Insured 2001 Bonds resulting from the
insolvency, negligence or any other act or omission of the Trustee or any other paying agent for the
2001 Bonds.

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified
mail, by the Insurer from the Trustee or any owner of a 2001 Bond the payment of an insured
amount for which is then due, that such required payment has not been made, the Insurer on the
due date of such payment or within one business day after receipt of notice of such nonpayment,
whichever is later, will make a deposit of funds, in an account with State Street Bank and Trust
Company, N.A.,, in New York, New York, or its successor, sufficient for the payment of any such
insured amounts which are then due. Upon presentment and surrender of such Insured 2001 Bonds
or presentment of such other proof of ownership of the Insured 2001 Bonds, together with any
appropriate instruments of assignment to evidence the assignment of the insured amounts due on
the Insured 2001 Bonds as are paid by the Insurer, and appropnate instruments to effect the
appointment of the Insurer as agent for such owners of the 2001 Bonds in any legal proceeding
related to payment of insured amounts on the Insured 2001 Bonds, such instruments being in a
form satisfactory to State Street Bank and Trust Company, N.A., State Street Bank and Trust
Company, N.A. shall disburse to such owners or the Trustee payment of the insured amounts due
on such Insured 2001 Bonds, less any amount held by the Trustee for the payment of such insured
amounts and legally available therefor.

The Insurer is the principal operating subsidiary of MBIA Inc., a New York Stock Exchange
listed company (the “Company”). The Company is not obligated to pay the debts of or claims
against the Insurer. The Insurer is domiciled in the State of New York and licensed to do business
in and subject to regulation under the laws of all 50 states, the District of Columbia, the
Commonwealth of Puerto Rico, the Commonwealth of the Northern Mariana Islands, the Virgin
Islands of the United States and the Territory of Guam. The Insurer has two European branches,
one in the Republic of France and the other in the Kingdom of Spain. New York has laws
prescribing minimum capital requirements, limiting classes and concentrations of investments and
requiring the approval of policy rates and forms. State laws also regulate the amount of both the
aggregate and individual risks that may be insured, the payment of dividends by the Insurer, changes
in control and transactions among affiliates. Additionally, the Insurer is required to maintain
contingency reserves on its liabilities in certain amounts and for certain periods of time.

As of December 31, 1999, the Insurer had admitted assets of $7.0 billion (audited), total
liabilities of $4.6 billion (audited), and total capital and surplus of $2.4 billion (audited) determined in
accordance with statutory accounting practices prescribed or permitted by insurance regulatory
authorities. As of December 31, 2000, the Insurer had admitted assets of $7.6 billion (audited), total
liabilities of $5.2 billion (audited), and total capital and surplus of $2.4 billion (audited) determined in
accordance with statutory accounting practices prescribed or permitted by insurance regulatory
authorities.

Furthermore, copies of the Insurer’s year-end financial statements prepared in accordance
with statutory accounting practices are available without charge from the Insurer. A copy of the
Annual Report on Form 10-K of the Company is available from the Insurer or the Securities and
Exchange Commission. The address of the Insurer is 113 King Street, Armonk, New York 10504.
The telephone number of the Insurer is (914) 273-4545.
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Moody’s Investors Service, Inc. rates the financial strength of the Insurer “Aaa.”

Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc., rates
the financial strength of the Insurer “AAA.”

Fitch IBCA, Inc. rates the financial strength of the Insurer “AAA.”

Each rating of the Insurer should be evaluated independently. The ratings reflect
the respective rating agency’s current assessment of the creditworthiness of the Insurer and
its ability to pay claims on its policies of insurance. Any further explanation as to the
significance of the above ratings may be obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the 2001 Bonds, and such
ratings may be subject to revision or withdrawal at any time by the rating agencies. Any downward
revision or withdrawal of any of the above ratings may have an adverse effect on the market price of
the 2001 Bonds. The Insurer does not guaranty the market price of the 2001 Bonds nor does it
guaranty that the ratings on the 2001 Bonds will not be revised or withdrawn.

In the event the Insurer were to become insolvent, any claims arising under a policy of
financial guaranty insurance are excluded from coverage by the California Insurance Guaranty
Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1 of
Part 2 of Division 1 of the California Insurance Code.

There can be no assurances that payments made by the Insurer representing interest on the
2001 Bonds will be excluded from gross income, for federal tax purposes, in the event of
nonappropration by the Authority.

THE SALES TAX
General

The terms of the Act authorize the adoption of the Sales Tax upon the approval of the
electorate of the County. Voter approval of the Sales Tax was obtained by special election in 1976.
Since the Act does not provide for automatic expiration of the Sales Tax, there is no statutory
termination provision for the Sales Tax.

The Sales Tax is a retail transactions and use tax of one half of one percent (0.5%) of the
gross receipts of retailers from the sale of all tangible personal property sold at retail in the County
and a use tax at the same rate upon the storage, use or other consumption in the County of such
property purchased from any retailer for storage, use or other consumption in the County, subject to
certain limited exceptions. The most important exemptions from the Sales Tax are the sales of food
products for home consumption, prescription medicine, edible livestock and their feed, seed and
fertilizer used in raising food for human consumption, and gas, electricity and water, when delivered
to consumers through mains, lines and pipes. Additionally, occasional sales, ie., sales of property
not held or used by a seller in the course of activities for which he or she is required to hold a seller’s
permit, are generally exempt from the Sales Tax. However, the “occasional sales” exemption does
not apply to the sale of an entire business and other sales of machinery and equipment used in a
business. Sales of property to be used outside the County which are shipped to a point outside the
County pursuant to the contract of sale are exempt from the Sales Tax.
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In November of 2000, the voters in the County approved Measure A which called for a
special retail transactions and use tax of one half of one percent (0.5%) of the gross receipts of
retailers from the sale of all tangible personal property sold at retail in the County and a use tax at
the same rate upon the storage, use or other consumption in the County of such property purchased
from any retailer for storage, use or other consumption in the County, subject to certain limited
exceptions, that would provide funding for rail and bus transportation projects, and certain
operating and maintenance costs. This special tax takes effect on April 1, 2006 upon the expiration
of the 1996 Measure B sales tax and will expire on March 31, 2036. This tax represents an additional
source of revenue to the Authority, is a separate tax from the Sales Tax and does not secure the

Bonds.

Sales Tax Revenues are net of an admunistrative fee paid to the Board of Equalization for the
collection and disbursement of the Sales Tax, which by statute cannot exceed 1.5% of collections.
In Fiscal Year 1999-2000, the amount of the administrative fee was $1,518,000.

For a summary of the Sales Tax Revenues reported by the Authonty for the five Fiscal Years
ended June 30, 2000, see “THE SALES TAX - Historical Sales Tax Revenues” below.

State Sales Tax

In addition to sales taxes levied on the County level, the State of California (the “State™) also
imposes a 7% sales tax. Combined with the Sales Tax and the 1996 Measure B sales tax, this State
sales tax results in transactions in the County being taxed at an effective rate of 8%.

The breakdown of the State’s basic 7% rate imposed on a statewide basis in 2001 is as
follows:

e 475% represents the State general fund tax rate (expected to increase back to 5%
effective January 1, 2002, due to the sales tax trigger described below).

e 2% is dedicated to cities and counties.
0.25% 1is dedicated to county transit systems. See APPENDIX A - “THE
AUTHORITY - Authority Operating Revenues; TDA Revenues.”

Legislation in July 1991 raised the State sales tax rate by 1.25% to its current level. Of this
amount, 0.25% was added to the general fund tax rate, and the balance was dedicated to cities and
counties. One-half percent was a permanent addition to counties, but with the money earmarked to
trust funds to pay for health and welfare programs whose administration was transferred to counties.
Another 0.5% of the State general fund tax rate that was scheduled to terminate after June 30, 1993,
was extended until December 31, 1993, and allocated to local agencies for public safety programs.
Voters in a special election on November 2, 1993, approved a constitutional amendment to
permanently extend this 0.5% State sales tax for local public safety programs.

Pursuant to State law, 0.25% of the State general fund tax rate may be terminated upon
certification by the State’s Director of Finance by November 1 in any year that the balance in the
budget reserve for two consecutive years will exceed 4% of general fund revenues. The 0.25% rate
can be reinstated if the Director of Finance subsequently determines that the reserve will not exceed
4% of general fund revenues. Pursuant to this law, a 0.25% cut in the State sales tax occurred on

-16-



January 1, 2001 but will be reinstated as of January 1, 2002 if the estimated budget reserve at
June 30, 2002 is less than 4% of general fund revenues.

Collection

Collection of the Sales Tax is administered by the Board of Equalization. The Authority and
the Board of Equalization have entered into an agreement to authorize payment of Sales Tax
Revenues directly to the Trustee. Pursuant to its procedures, the Board of Equalization projects
receipts of the Sales Tax on a quarterly basis and remits an advance of such receipts to the Trustee
on a monthly basis based on such projection. During the last month of each quarter, the Board of
Equalization adjusts the amount remitted to reflect the actual receipts of the Sales Tax for the
quarter.

The Trustee is required to apply receipts of Sales Tax Revenues as provided in the Indenture
and the Equipment Trust Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR
THE 2001 BONDS - Revenue Fund; Allocation of Revenues” and APPENDIX D - “SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE - Funds and Accounts; Allocation of
Revenues” herein. The Trustee is required to transfer any remaining unapplied Sales Tax Revenues
to the Junior Lien Trustee for allocation to the Junior Obligations. After allocation by the Junior
Lien Trustee, any remaining unapplied Sales Tax Revenues are transferred to the Authonty for use
for any lawful purpose.

Historical Sales Tax Revenues

The following table shows Sales Tax Revenues reported by the Authority during the five
Fiscal Years ended June 30, 2000.

Santa Clara Valley Transportation Authority
Historical Sales Tax Revenues
Fiscal Years Ended June 30, 1996 - 2000

Fiscal Year
Ended June 30 Sales Tax Revenues Increase (%)
1996 $122,274,395 -
1997 128,968,746 5.5
1998 138,428,805 7.3
1999 143,711,721 3.8
2000 166,764,390 16.0

Source: The Authority

Upon the issuance of the 2001 Bonds, Fiscal Year 2000 Sales Tax Revenues will cover
maximum annual debt service on the 2001 Bonds and the other Senior Obligations by
approximately 8.85 times.

For a summary of historical taxable retail sales within the County see the table entitled
“Santa Clara County, Taxable Transactions” in APPENDIX C of this Official Statement.
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Projected Sales Tax Revenues and Debt Service Coverage

The table below represents a five-year projection of debt service coverage for the 2001
Bonds and the other Senior Obligations, based on Authority estimates of Sales Tax Revenues for the
five fiscal years ending June 30, 2001 through 2005.

Santa Clara Valley Transportation Authority
Projection of Sales Tax Revenues and Debt Service Coverage
Fiscal Years Ending June 30, 2001 - 2005

Fiscal Year Projected Sales ~ Percent Increase Aggregate Projected

Ending June 30 Tax Revenue (Decrease) Debt Service® Coverage®
2001 $185,000,000 -- $4,170,068.00 44.36
2002 180,000,000 (2.78) 18,841,022.17 9.55
2003 189,360,000 5.20 18,841,673.00 10.05
2004 199,207,000 5.20 18,842,038.00 10.57
2005 209,566,000 5.20 18,841,403.00 11.12

)  Includes debt service on the 1985 Equipment Trust Certificates at the swap rate of 4.335% and actual
debt service on the 1997 Bonds and the 2001 Bonds. See “DEBT SERVICE SCHEDULE.”
@  Does not include any additional Parity Debt.

Source: The Authonty
INVESTMENT CONSIDERATIONS

Economy of the County and the State

The 2001 Bonds are secured by a pledge of Revenues, which consist primarily of the Sales
Tax less an administrative fee paid to the Board of Equalization. The level of Sales Tax Revenues
collected at any time is dependent upon the level of retail sales within the County, which level of
retail sales 1s, in turn, dependent upon the level of economic activity in the County and in the State
generally. As a result, any substantial deterioration in the level of economic activity within the
County or in the State could have a matenial adverse impact upon the level of Sales Tax Revenues
and therefore upon the ability of the Authority to pay principal of and interest on the 2001 Bonds.
For information relating to current economic conditions within the County and the State see
APPENDIX C- “COUNTY DEMOGRAPHIC AND ECONOMIC INFORMATION.”

California Energy Crisis

During the past year, the State has experienced significant energy shortages that have
resulted in numerous requests for energy conservation and “rolling blackouts” in central and
northern California. The energy shortage, which is likely to continue for several years, has also
resulted in dramatic increases in the cost of electricity to many electricity customers in the State. In
addition, two of the State’s largest investor-owned utilities, Pacific Gas & Electric company
(“PG&E”) and Southern California Edison (“SCE”), have failed to meet all of their financial
obligations. PG&E filed for voluntary protection under Chapter 11 of the federal Bankruptcy Code
on April 6, 2001.
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On January 17, 2001, the Governor of California determined that the electricity available
from the State’s utilities was insufficient to prevent widespread and prolonged disruption of electric
service in the State and proclaimed a state of emergency to exist in the State under the California
Emergency Services Act (the “Emergency Act”). Under the Emergency Act, the Governor has
directed all agencies of State government to utilize and employ State personnel, equipment, and
facilities for the performance of any and all activities designed to prevent or alleviate the emergency.
The Emergency Act permits the Governor to direct the expenditure of any approprate funds legally
available to perform the activities required under a proclamation. The Govemnor directed the State
Department of Water Resources to enter into contracts and arrangements for the purchase and sale
of electric power as necessary to assist in mitigating the effects of the emergency. The Emergency
Act also authorizes the Govemnor to commandeer or utilize any private property deemed by the
Governor necessary in carrying out his responsibilities and requires the State to pay the reasonable
value of the use of such property. The Governor has used this authonty to seize certain power
purchase contracts of investor-owned utilities. The Governor recently completed an agreement with
SCE for the State’s purchase of the company’s power transmission liens in an effort to provide
power to consumers and maintain the company’s solvency. Legislative and regulatory approval of
this agreement is currently pending. The State has expended, and continues to expend, substantial
amounts of money in an attempt to address the situation. In addition, the Governor and the State
Legislature have taken varnous legislative actions, and further actions are being considered. The
federal government also is considering actions that it might take.

The Authority cannot determine at this time what the ultimate economic impact of this
shortage will be. For a discussion of the relationship between economic activity and Sales Tax
Revenues, see “INVESTMENT CONSIDERATIONS - Economy of the County and the State.”

The Sales Tax

With limited exceptions, the Sales Tax is imposed upon the same transactions and items
subject to the sales tax levied statewide by the State. The State Legislature or the voters within the
State, through the initiative process, could change or limit the transactions and items upon which the
statewide sales tax and the Sales Tax are imposed. Any such change or limitation could have an
adverse impact on the Sales Tax Revenues collected. For a further description of the Sales Tax, see
“THE SALES TAX.”

Proposition 218

On November 5, 1996, voters in the State approved an initiative known as the Right to Vote
on Taxes Act (“Proposition 218”). Proposition 218 added Articles XIIIC and XIIID to the
Galifornia Constitution.  Article XIIIC requires majority voter approval for the imposition,
extension or increase of general taxes and two-thirds voter approval for the imposition, extension or
increase of special taxes by a local government, which is defined to include local or regional
governmental agencies such as the Authority. However, the voter approval requirements of
Article XIIIC do not apply to the Sales Tax since the Sales Tax was approved by the voters prior to
January 1, 1995. Arucle XIIIC also removes limitations that may have applied to the voter initiative
power with regard to reducing or repealing previously authorized local taxes, even previously voter-
approved taxes like the Sales Tax. In the opinion of the Authority, however, any attempt by the
voters to use the initiative provisions under Proposition 218 to rescind or reduce the levy and
collection of the Sales Tax in a manner which would prevent the payment of debt service on the
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Bonds would violate the Impairment Clause of the United States Constitution and, accordingly,
would be precluded. However, it is likely that the interpretation and application of Proposition 218
will ultimately be determined by the courts.

Further Initiatives

Article XIIIB and Proposition 218 were each adopted as measures that qualified for the
ballot pursuant to California’s initiative process. From time to time other initiative measures could
be adopted, which may affect the Authority’s ability to levy and collect the Sales Tax. See also,
“INVESTMENT CONSIDERATIONS - Sales Tax Litigation in California.”

Loss of Tax Exemption

As discussed under “TAX MATTERS,” interest on the 2001 Bonds could become
includable in federal gross income, possibly from the date of issuance of the 2001 Bonds, as a result
of acts or omissions of the Authority subsequent to the issuance of the 2001 Bonds. Should interest
become includable in federal gross income, the 2001 Bonds are not subject to redemption by reason
thereof and will remain outstanding until maturity or eatlier redemption.

Sales Tax Litigation in California

The Sales Tax was imposed prior to the adoption of Article XIIIA and Proposition 62 and
therefore is not involved in any of the litigation described below.

On December 19, 1991, the California Supreme Court rendered its opinion in Rider u Conty
of San Diego. The Rider decision invalidated a one-half percent retail transactions and use tax imposed
for justice facility purposes. In Rider, the California Supreme Court held that taxes levied by “special
districts” require two-thirds voter approval; “special districts” are govemnment entities created to
circumvent the limitations on taxation embodied in Article XIIIA of the California Constitution; and
an entity may be deemed a “special district” if it was created after the adoption of XIIIA and it is
“essentially controlled” by an entity with the power to levy property taxes.

On September 28, 1995, the California Supreme Court rendered its opinion in Santa Clarma
Courty L ocal Transportation A uthority u Carl Guardino. The Sarta Clara decision held invalid a half-cent
sales tax to be levied by the Santa Clara County Local Transportation Authority because it was
approved by a majority but not two-thirds of the voters in Santa Clara County voting on the tax.
The California Supreme Court decided the tax was invalid under Proposition 62, a statutory initiative
adopted at the November 4, 1986 election that requires (among other matters) that any new taxes
for general governmental purposes imposed by local governmental entities be approved by a two-
thirds vote of the governmental entity’s legislative body and by a majority vote of the voters of the
governmental entity voting in an election on the tax, and requires that any special tax (defined as
taxes levied for other than general governmental purposes) imposed by a local governmental entity
be approved by a two-thirds vote of the voters of the governmental entity voting in an election on -
the tax.

In deciding Santa Clara on Proposition 62 grounds, the Court rejected the decision in City of
Woodlake u Logan, 230 Cal.App.3d 1058 (1991), where the Court of Appeal had held portions of
Proposition 62 unconstitutional as a referendum on taxes prohibited by the California Constitution.
The California Supreme Court determined that the voter approval requirement of Proposition 62 is
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a condition precedent to the enactment of each tax statute to which it applies, while referendum
refers to a process invoked only after a statute has been enacted. :

In January 1997, a suit, Coenun v County of Samta Clara (Case No. CV763224), was filed
challenging the validity of the 1996 Measure B sales tax. On May 14, 1997, the Superior Court in the
County granted the County’s Motion for Summary Judgment in the Colerun lawsuit and upheld the
validity of the 1996 Measure B sales tax. The Court of Appeal also upheld the validity of the 1996
Measure B sales tax by unanimous vote on June 8, 1998 and the California Supreme Court denied
plaintiffs’ request for review on August 26, 1998.

State law requires that during the pendency of any lawsuit challenging the validity of a tax the
County place the proceeds of the tax in an interest bearing escrow account until the legality of the
tax is finally resolved by a final and nonappealable decision. While the Rider, Samta Clara and
Colerman lawsuits have not directly affected the ability of the Authority to levy and collect the Sales
Tax, there can be no guarantee that future lawsuits challenging the legality of the Sales Tax will not
be filed.

FINANCIAL STATEMENTS

The financial statements of the Authonity for the Fiscal Year ended June 30, 2000, included
in APPENDIX B of this Official Statement, have been audited by KPMG LLP, independent
auditors, as stated in their report therein. KPMG LLP was not requested to consent to the inclusion
of its report in APPENDIX B, nor has it undertaken to update its report or to take any action
intended or likely to elicit information concerning the accuracy, completeness or faimess of the
statements made in this Official Statement, and no opinion is expressed by KPMG LLP with respect
to any event subsequent to the date of its report. The Authority represents that there has been no
material adverse change in its financial position since June 30, 2000.

LITIGATION

There 1s not now pending any litigation restraining or enjoining the issuance or delivery of
the Bonds or questioning or affecting the validity of the Bonds or the proceedings and authority
under which they are to be 1ssued. Neither the creation, organization or existence of the Authority,
nor the title of the present members of the Authority to their respective offices is being contested.
See APPENDIX A - “THE AUTHORITY - Liugaton.”

TAXMATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon an analysis
of existing laws, regulatlons, ruhngs, and court decisions, and assummg, among other matters, the
accuracy of certain representations and compliance with certain covenants, interest on the 2001
Bonds is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal
income taxes. Bond Counsel is of the further opinion that interest on the 2001 Bonds is not a
specific preference item for purposes of the federal individual or corporate alternative minimum
taxes, although Bond Counsel observes that such interest is included in adjusted current earnings
when calculating corporate alternative minimum taxable income. A complete copy of the proposed
form of opinion of Bond Counsel is set forth in APPENDIX F hereto.
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To the extent the issue price of any matunity of the 2001 Bonds is less than the amount to be
paid at maturity of such 2001 Bonds (excluding amounts stated to be interest and payable at least
annually over the term of such 2001 Bonds), the difference constitutes “orginal issue discount,” the
accrual of which, to the extent properly allocable to each owner thereof, is treated as interest on the
2001 Bonds which is excluded from gross income for federal income tax purposes and State of
California personal income taxes. For this purpose, the issue price of a particular maturity of the
2001 Bonds is the first price at which a substantial amount of such maturity of the 2001 Bonds 1s
sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in the
capacity of underwriters, placement agents or wholesalers). The onginal issue discount with respect
to any maturity of the 2001 Bonds accrues daily over the term to maturity of such 2001 Bonds on
the basis of a constant interest rate compounded semiannually (with straight-line interpolations
between compounding dates). The accruing original issue discount is added to the adjusted basis of
such 2001 Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or
payment on maturity) of such 2001 Bonds. Beneficial owners of the 2001 Bonds should consult
their own tax advisors with respect to the tax consequences of ownership of 2001 Bonds with
onginal issue discount, including the treatment of purchasers who do not purchase such 2001 Bonds
in the onginal offering to the public at the first price at which a substantial amount of such 2001
Bonds is sold to the public.

2001 Bonds purchased, whether at onginal issuance or otherwise, for an amount higher than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium
Bonds™) will be treated as having amortizable bond premium. No deduction is allowable for the
amortizable bond premium in the case of bonds, like the Premium Bonds, the interest on which is
excluded from gross income for federal income tax purposes. However, the amount of tax-exempt
interest received, and a purchaser’s basis in a Premium Bond, will be reduced by the amount of
amortizable bond premium properly allocable to such purchaser. Beneficial owners of Premium
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable
bond premium in their particular circumstances.

The Code imposes various requirements that must be met in order for interest on the 2001
Bonds to be excluded from gross income for federal income tax purposes. The Authority has made
representations related to certain of these requirements and has covenanted to comply with certain
of these requirements. Inaccuracy of these representations or failure to comply with these
covenants may result in interest on the 2001 Bonds being included in gross income for federal
income tax purposes, possibly from the date of onginal issuance of the 2001 Bonds. The opinion of
Bond Counsel assumes the accuracy of these representations and compliance with these covenants.
Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken
(or not taken) or events occurring (or not occurring) after the date of issuance of the Bonds may
adversely affect the value of, or the tax status of interest on, the 2001 Bonds.

Certain requirements and procedures contained or referred to in the Indenture, the Tax
Certificate, and other relevant documents may be changed and certain actions (including, without
limitation, defeasance of the 2001 Bonds) may be taken or omitted under the circumstances and
subject to the terms and conditions set forth in such documents. Bond Counsel expresses no
opinion as to any 2001 Bond or the interest thereon if any such change occurs or action is taken or
omitted upon the advice or approval of bond counsel other than Orrick, Herrington & Sutcliffe
LLP.
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Although Bond Counsel is of the opinion that interest on the 2001 Bonds is excluded from
gross income for federal income tax purposes and is exempt from State of California personal
income taxes, the ownership or disposition of, or the accrual or receipt of interest on, the 2001
Bonds may otherwise affect a beneficial owner’s federal or state tax liability. The nature and extent
of these other tax consequences will depend upon the particular tax status of the beneficial owner or
the beneficial owner’s other items of income or deduction. Bond Counsel expresses no opinion
regarding any such other tax consequences.

In addition, no assurance can be given that any future legislation, including amendments to
the Code, if enacted into law, or changes in interpretation of the Code, will not cause interest on the
2001 Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent
beneficial owners from realizing the full current benefit of the tax status of such interest.
Prospective purchasers of the 2001 Bonds should consult their own tax advisers regarding any
pending or proposed federal tax legislation. Further, no assurance can be given that the introduction
or enactment of any such future legislation, or any action of the Internal Revenue Service (“IRS”),
including but not limited to regulation, ruling, or selection of the 2001 Bonds for audit examination,
or the course or result of any IRS examination of the 2001 Bonds, or obligations which present
similar tax issues, will not affect the market price for the 2001 Bonds.

LEGAL MATTERS

Orrick, Herrington & Sutcliffe, LLP, San Francisco, California, Bond Counsel, will render an
opinion with respect to the validity of the 2001 Bonds. The proposed form of such approving
opinion is attached hereto as APPENDIX F. Bond Counsel assumes no responsibility for the
accuracy, completeness, or faimess of this Official Statement. Compensation paid to Bond Counsel
is conditioned upon the successful issuance of the 2001 Bonds. Certain legal matters will be passed
upon for the Authority by the general counsel for the Authonty.

RATINGS

The Bonds have been assigned uninsured ratings of “AA” by Fitch, Inc., “Aa3” by Moody’s
Investors Service and “AA” by Standard & Poor’s Ratings Group. In addition, the Insured 2001
Bonds have been assigned ratings of “AAA” by Fitch, Inc., “Aaa” by Moody’s Investors Service and
“AAA” by Standard & Poor’s Ratings Group, based on the understanding that the Insurance Policy
will be issued by the Insurer simultaneously with the delivery of the Insured 2001 Bonds. These
ratings reflect only the views of the rating agencies, and do not constitute a recommendation to buy,
sell or hold securities. The Authority has fumished to the rating agencies certain information
respecting the 2001 Bonds and the Authority. Generally, rating agencies base their ratings on such
information and materials and their own investigations, studies and assumptions. The ratings are
subject to revision or withdrawal at any ume by the ratng agencies, and there is no assurance that
the ratings will continue for any period of time or that they will not be lowered or withdrawn. Any
reduction or withdrawal of the ratings may have an adverse effect on the market price of the Bonds.

UNDERWRITING

The 2001 Bonds were purchased at a competitive sale by Morgan Stanley & Co.
Incorporated (the “Underwriter”) on May 23, 2001. The Underwriter is committed to purchase all
(but not less than all) of the Bonds at a purchase price of $198,295,090.55, representing the principal
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amount of the Bonds, less a net onginal issue discount of $453,804.50 and less an underwriting
discount of $1,251,104.95 (which amount includes the bond msurance premium to be paid by the
Underwriter to the Insurer).

FINANCIAL ADVISOR

The Authority has retained Ross Financial, San Francisco, California, as Financial Advisor in
connection with the authorization and delivery of the 2001 Bonds. Compensation paid to the
Financial Advisor is conditioned on the successful issuance of the 2001 Bonds.

CONTINUING DISCLOSURE

The Authority has covenanted for the benefit of the owners and beneficial owners of the
2001 Bonds to provide certain financial information and operating data relating to the Authority by
not later than 210 days following the end of the Authonty’s Fiscal Year (presently June 30) (the
“Annual Report”), commencing with the report for the 2000-2001 Fiscal Year, and to provide
notices of the occurrence of certain enumerated events, if material. The Annual Report will be filed
by the Dissemination Agent on behalf of the Authonty with each Nationally Recognized Municipal
Securities Information Repository (the “NRMSIRs”). The notices of matenal events will be filed by
the Dissemination Agent on behalf of the Authority with the Municipal Securities Rulemaking
Board and with the NRMSIRs. The specific nature of the information to be contained in the
Annual Report and the notices of material events is set forth under the caption “APPENDIX G -
PROPOSED FORM OF CONTINUING DISCLOSURE CERTIFICATE.” These covenants
have been made in order to assist the Underwnter in complying with Securities and Exchange
Commission Rule 15c2-12(b)(5) The Authority is in compliance with all continuing disclosure
requirements applicable to its securities.

MISCELLANEOUS

The references herein to the Act and the Indenture are bref outlines of certain provisions
thereof. Such outlines do not purport to be complete and for full and complete statements of such
provisions reference is made to said documents or the Act, as the case may be. Copies of the
documents mentioned under this heading are available for inspection at the Authority and following
delivery of the 2001 Bonds will be on file at the offices of the Trustee in San Francisco, California.

References are made herein to certain documents and reports which are brief summaries
thereof which do not purport go be complete or definitive. Reference is made to such documents
and reports for full and complete statements of the content thereof.

Any statement in this Official Statement involving matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact. This Official Statement
is not to be construed as a contract or agreement between the Authority and the purchasers or
Owners of any of the 2001 Bonds.
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The execution and delivery of this Official Statement has been duly authorized by the
Authority.

SANTA CLARA VALLEY TRANSPORTATION

AUTHORITY
e D, Lo

By /s/ Scout D. Buhrer
Chief Financial Officer
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APPENDIX A

THE AUTHORITY

All aapitalized terms used and not defined in this A ppendix A shall have the mearings assigned to sudb terms in the
front portion of this Qfficial Staterrent.
Administration

The Authority is governed by a Board of Directors (the “Board”) comprised of 12 elected
officials appointed by the jurisdictions they represent. Five members of the Board and one alternate
are appointed by the City of San Jose City Council. Three members of the Board and one alternate
are appointed from among the city councils of the Gities of Palo Alto, Los Altos, Mountain View,
Sunnyvale and Santa Clara, and the Town of Los Altos Hills. One Board member and one alternate
are appointed from among the city councils of the Cities of Cupertino, Saratoga, Monte Sereno and
Campbell, and the Town of Los Gatos. One Board member and one alternate are also appointed
from among the city councils of the Cities of Morgan Hill, Gilroy and Milpitas. The final two seats
on the Board and one alternate are appointed by the Board of Supervisors of the County of Santa
Clara. The allocation of Board representation is generally based on population.

The current members of the Board, the local agency each Board member represents and the
expiration of each member’s term are as follows:

Name Local Agency Term Expires
Manuel Valeno, Chairperson City of Sunnyvale 2003
Ron Gonzales, Vice-Chairperson City of San Jose 2002
Blanca Alvarado County of Santa Clara 2004
Cindy Chavez City of San Jose 2002
David Cortese City of San Jose 2004
Pat Dando City of San Jose 2004
Don Gage County of Santa Clara 2003
Dennis Kennedy City of Morgan Hill 2001
Jane Kennedy City of Campbell 2002
Sally Lieber City of Mountain View 2001
Judy Nadler City of Santa Clara 2002
Forrest Williams City of San Jose 2004

The alternate members of the Board include Randy Attaway (Town of Los Gatos), Sandy
Eakins (Gity of Palo Alto), Pete McHugh (County of Santa Clara), Thomas Springer (Oty of Gilroy),
and Ken Yeager (City of San Jose).

The Board has established three standing committees, each consisting of four Board
members: Administration and Finance, Congestion Management Program and Planning, and Transit
Planning and Operations. Several advisory committees have also been formed to make
recommendations to the Board on technical and policy issues.

Certain key members of the Authority’s administrative staff include the following:



PETER M. CIPOLLA - General Manager since January, 1995. Mr. Cipolla has been in the
transportation industry for 25 years and has held positions with ATE Management and Service
Company, Inc., a professional transportation management and consulting firm, the Sacramento
Regional Transit Authority and the Regional Transportation Authonty in Denver, Colorado, where
he served as General Manager. Mr. Cipolla holds a Bachelor of Science degree in Marketing from
Central Missoun State University.

FRANK MARTIN - Director, Operations since June, 1999. Mr. Martin has over 27 years of
transportation operations and planning experience. Prior to joining the Authonty, Mr. Martin was
the Assistant Director, Rail Service for the Miami-Dade Transit Agency in Miami, Flonda and
General Manager for the Regional Transit Authority in New Orleans, Louisiana and Birmingham-
Jefferson County Transit Authority in Birmingham, Alabama. Mr. Martin holds a Bachelor of
Science degree in Business Administration from Tennessee State University and a Master’s in Urban
and Regional Planning (MURP) from Fisk University

SCOTT BUHRER - Chief Financial Officer since August, 1996. Prior to joining the
Authority, Mr. Buhrer served as the Director of Finance of the San Mateo County Transit District.
Mr. Buhrer holds a Bachelor of Science degree in Accounting from Ferris State University,
Michigan, and 1s a CP.A. anda CM.A.

SUZANNE GIFFORD - General Counsel since June, 1995. Ms. Gifford formerly served as
General Counsel of the Southern California Rapid Transit District. Ms. Gifford is a graduate of the
University of Michigan Law School and is a member of the American Public Transit Association
Legal Affairs Committee.

JAMES E. PIERSON - Director, Planning and Development since 1991. Prior to his
current position, he was Deputy Director for Program Management for the Santa Clara County
Traffic Authority. Mr. Pierson holds a Bachelor of Science degree in Civil Engineering from the
University of California at Davis.

JACK COLLINS - Director, Rail Design and Construction since November 1998. Mr.
Collins has been in the transportation industry for 23 years implementing large transit projects as an
owner, professional consultant and contractor. Before joining the Authority, Mr. Collins served as
Vice President of O’'Brien Kreitzberg, a construction management consultant firm and UTDC,
(USA) Inc., a turnkey contractor of automated transit systems. Mr. Collins holds a Bachelor of Arts
degree n Management from St. Mary’s University, California, a degree in Water Resources
Engineering Technology from St. Lawrence College, Ontario, and is a certified cost consultant.

MIKE EVANHOE - Director, Congestion Management since 1995. Prior to his current
position Mr. Evanhoe was the Executive Director of the Santa Clara County Congestion
Management Agency and formerly served as the First Executive Director of the California
Transportation Commission. Mr. Evanhoe holds a Bachelor of Science Degree in Business
Administration from California State University in Sacramento, California.

KAYE EVLETH - Drirector, Human Resources since January 1997. Prior to joining the
Authority, Ms. Evleth served in various human resources management positions with the City of
Los Angeles over a 25-year period. Ms. Evleth holds a Bachelor of Arts degree in Social Sciences
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from the University of California at Irvine and a Juris Doctor from Loyola Law School, Los
Angeles, and is a member of the State Bar of California.

ANNE-CATHERINE VINICKAS, Director, Marketing since November 1997. Previously,
Ms. Vinickas served as Marketing Manager for the San Diego Metropolitan Transit Development
board and held positions in advertising agencies. Ms. Vinickas holds a Bachelor of Arts degree in
Communication Arts from the University of California at San Diego.

Employees

The Authority presently has approximately 2,500 employees. Mechanics, bus and light rail
operators are represented by the Amalgamated Transit Union Division 265. The Authonty’s
existing contract with this union will expire in February 2005. Other Authonty employees are either
not represented, or are represented by the Service Employees International Union (Local 715),
County Employees Management Association or Transportation Authority Engineers and Architects
Association. The Authonty has never experienced any major work stoppages or job actions.

The Authority Transit System

Bus Transit Service. The Authority presently operates a bus system providing service to
the approximately 326 square mile urbanized portion of the County of Santa (lara (the “County”), a
county of 1,300 square miles with a population of approximately 1.7 million. The area served by the
Authonty includes the City of San Jose and other urbanized portions of central and northern Santa
(lara County (“Silicon Valley”).

The Authority currently maintains a bus fleet of 525 diesel-powered coaches. The average
age of these buses is about 9.1 years and the buses range from brand new to over 16 years old.
There are approximately 4,700 bus stops and 600 bus shelters along the bus routes. The Authority
also maintains 15 park & ride lots - five owned by the Authority and ten provided under a lease,
permit, or joint use agreement with other agencies.

Light Rail Transit Service. The Authority currently operates and maintains a 29.78-mile
light rail system (the “LRT System”) connecting the Silicon Valley industrial areas of Mountain
View, Sunnyvale, Santa Clara and North San Jose to residential areas in South San Jose. The LRT
System has a total of 48 stations and 14 park & ride lots, which are fully integrated with the bus
system. Ridership increased from less than 1,000 nders per day when the system initially opened in
December 1987, to approximately 25,673 riders per day in fiscal year 2000.

Under a partnership with the County, the Authority is implementing the 1996 Measure B
Transportation Improvement Program, which includes the Vasona, Tasman East, and Capitol Light
Rail extensions, portions of which are being financed with the proceeds of the 2001 Bonds as
described in the front portion of this Official Statement. At completion of these projects, the LRT
System will incorporate a total of 42.7 miles and have a total of 73 stations and 25 park & nde lots.

The Authonty currently operates and maintains a fleet of 50 high floor light rail vehicles.
The Authority has contracted for the procurement of 100 low floor light rail vehicles to replace and
augment the current fleet.



Other Services. The Authority provides funding, coordinates feeder service, and assists in
the improvement of Caltrain commuter services. These services are provided by the Peninsula
Corridor Joint Powers Board (the “PCJPB”), which is comprised of three member agencies: the
Authority, the San Mateo County Transit District (“SamTrans”) and the City and County of San
Francisco. Seventy-eight trains operate between San Jose Dindon Station and San Francisco each
weekday, with 66 of these trains extended to the Tamien Station in San Jose where a connection can
be made to the LRT System. Connection to the LRT System can also be made at the Mountain
View Caltrain Station. [Eight peak-time trains extend south of Tamien station to Gilroy. The
funding share of the operating costs apportioned to each member agency of the PCJPB is based
upon morning peak period boardings in each county, currently about 41% for the Authority. Over
33,000 passengers ride Caltrain each weekday.

The Authority is also a member of the Capitol Corridor Joint Powers Authonty (“CCJPA”)
that provides the Capitol Cornidor Intercity Rail Service, which runs seven round trips daily between
Oakland and Sacramento, with four continuing to San Jose. Stops are located at stations in
Roseville, Sacramento, Davis, Suisun/Fairfield, Martinez, Richmond, Berkeley, Emeryville, Oakland,
Hayward, Fremont, Santa (lara and San Jose. QOCJPA is comprised of the Authonty, the
Sacramento Regional Transit District, the Placer County Transportation Planning Agency, the
congestion management agencies of Solano and Yolo Counties and the San Francisco Bay Area
Rapid Transit District (“BART”). Under contract with CCJPA, BART manages the service and
Amtrak operates the service on tracks owned by Union Pacific Railroad. Funding is provided by the
State of California.

The Altamont Commuter Express (“ACE”) is administered under a Joint Exercise of
Powers Agreement among the Authority, Alameda County Congestion Management Agency and the
San Joaquin Regional Rail Commission. ACE rail service provides peak hour, weekday commuter
rail service from the Central Valley to Santa Clara Valley. The 85-mile rail line includes ten stations
located in Stockton, Lathrop, Tracey, Livermore (2), Pleasanton, Fremont, Great America, Santa
(lara and San Jose Diridon Station. The Authority provides ten free shuttles to transport ACE
niders between the Great America and San Jose Diridon stations and nearby employment sites. The
funding share of the operating costs apportioned to each participating county is based on the
proportional share of total daily boardings and alightings that occur in each county (currently
approximately 46% for the Authority).

The Dumbarton Express is a transbay express bus route operating between the Union City
BART station and Stanford Research Park in Palo Alto. It provides the only regularly scheduled
public transit service over the Dumbarton Bridge. A consortium comprised of representatives from
the Alameda-Contra Costa Transit District (“AC Transit”), BART, the City of Union Gy,
SamTrans, and the Authority underwrite the net operating costs of the service. This service is
contracted out to a private transit provider. SamTrans and the Authority are responsible for 50% of
the net operating costs and AC Transit and BART are responsible for the remainder. The 50% of
the operating costs is apportioned based upon all day boardings in the County and San Mateo
County (currently approximately 36% for the Authority).

Like the Dumbarton Express, the Highway 17 Express i1s an intercounty bus service
operated through a cooperative arrangement between the Authority and Santa Cruz Metropolitan
Transit Authority. The two agencies share the net operating costs equally.



The Authonty implemented a Paratransit brokerage system in 1992, which operates in all
fifteen cities of the County. The Authority has contracted with Outreach and Escort, Inc. as
brokers to provide the service, whom eligible nders contact directly to schedule their trips. The
contacted broker assigns the trips based on the most productive mode of transportation meeting the
rider’s needs, including taxi, accessible van and other modes. Since January 1, 1999 the Authority
has offered same-day paratransit service, which allows qualified individuals to arrange and take trips
on the day of a request to provide for their urgent or unplanned transportation needs. In
compliance with requirements of the federal Americans with Disabilities Act (“ADA”), there are no
limitations on the number of trips per month. The Paratransit requirements of the ADA have had
and will continue to have significant operational and financial impacts on the Authority.

Under the Authority’s Rail Shuttle Program, it offers financial assistance to employers that
wish to operate shuttle bus service between LRT System stations and nearby employment centers.
The service is operated through a private contractor provided by the Authority or the employer.
Funding to operate this program is provided by the employer (minimum of 25%), the Authority
(typically 30%), and grants (45%) from the State Transportation Fund for Clean Air Act (AB424).

The Authority, in partnership with the City of San Jose, provides free Airport Flyer bus
service connecting the San Jose International Airport terminals and airport employee parking lots
with the Authority’s Metro/ Airport Light Rail Station and the Santa Clara Caltrain Station. The City
of San Jose and the Authority equally share the net operating costs for this service.

Financial Results

The table on the following page shows the Authority’s income statements for the Fiscal
Years ended June 30, 1996 through June 30, 2000.
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Santa Clara Valley Transportation Authority
Statements of Revenues and Expenses, Fiscal Years Ending June 30

Operating revenues:

Passenger fares
Adverusing & other

Total operating revenues

Operating expenses:
Labor

Fringe benefits

Materials & supplies
Services

Utilities

Casualty and liability
Purchased transportation
Leases and rentals

Miscellaneous

Total operating expenses,
excluding depreciation

Operating loss before

depreciation

Depreciation expense:
On assets acquired with capital

grants
On assets otherwise acquired

Total depreciation expense
Operating loss

Nonoperating revenues (expenses):

Sales tax revenue
Federal operating grants
and reimbursements
State and local operating grants
and reimbursements
Caltrain subsidy
CalTrain reimbursements
Altamont Commuter Express
subsidy
Interest income
Interest expense
Congestion Management Agency
expense, net
Other (expense)/Income, net

Total nonoperating revenues,
net

Net income (loss)

1996

$21,522,933
1,441,355

22,964,288
71,809,616
46,456,900
16,649,398
12,310,426
3,276,574
4,120,303
5,745,837
773317
1,184,206

162,326,577

139,362,289)

10,124,613
13,141,369

23,265,982
(162,628,271)

122,274,395
148,296
52,597,357

(11,973,493)
2,085,857

4,140,040

(3,863,231)
25611
(242,462

165,141,148

1997

$23,633,116
1944271

25.577.387
77,297 405
43,053,832
16,911,096
12,583,492

3,409,410
2,413,527
8,916,091

298,775
1,627,171

166,510,799

(140.933.412)

9,982,063
14,435.480

24417543
(165.350,955)

128,968,746
48,591
69,242,981

(11,688,588)
2,583,873

5,943,311
(3,731,056)

(550,070)

190,817,788

1998

$27,200,840
2,802,298

30,003,138

82,030,189
48,661,221
14,737,004
17,043,499
3,603,478
3,922,480
11,820,778
393,749
1887311

184,099,709

(154,096,571)

15,226,946
9,095,153

24,322,099
(178.418,670)

138,428,805
59,238
72,624,283
(12,254,444)

8,784,858
(4,013,862)

(22,654.631)°

180,974,247

1999

$27,069,631
3,886,000

30,955,631
88,779,075
53,574,887
19,646,325
15,200,210

4,070,489

3,895,208
15,486,747

467,437
467437

202,227 642

(171,272,011)

11,764,348
12,498,201

24,262,549
(195,534,560)

143,711,721
11,656,2782
67,588,736

(11,291,169)

(836,777)
5,534,792
(4,762,588)

8.896,055

220,497,048

2000

$32,325,602
3,927,672

36,253,274

98,371,717
75,354,169
15,539,528
21,379,301
5,167,026
2,403,204
17,455,793
636,625

3,011,015

239,318,378

(203,065,104)

13,506,113
12,404,151

25910264
(228.975368)

166,764,390
6,050,541

80,436,297
(7,850,284)

(3,820,614)
8,285,635
(4,615,642)

3,399,273

248,649,596

$ 2512877  $25466833  $ 2555577 @ $24962488 - $19.674.208

1 Reflects transfer of $10,727,000 to fund unfunded pension liability.
2 Increases in federal operating grants and reimbursements in 1999 and 2000 are due to ongoing federal preventive

maintenance grant programs. See APPENDIX A - “Authority Operating Revenues — Other Revenues,” herein.

3 Reflects transfer of $22,888,882 to fund unfunded pension liability.
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Management’s Discussion of Financial Results

The Authority has been implementing an aggressive program of change since its
combination with the Congestion Management Agency in January, 1995. The Authority has become
both a transit provider and a multi-modal transportation planning organization involved with transit,
highways and roadways, bikeways and pedestrian facilities. The Authority’s Board of Directors has
adopted vision and mission statements to give pohcy direction to the organization and a Strategic
Plan for implementing its mission and ‘achieving its vision. The goals of the Strategic Plan generally
are to improve the quality and quanury of services to the Authonty’s customers and to maintain
adequate levels of funding to sustain the existing transportation system, as well as securing funding
for future expansion.

Consistent with its mission and vision, the Authority has expenenced strong growth in
ndership. Ridership has increased each year since 1995, including an increase of 7.4% as of the
second quarter of Fiscal Year 2000-01 as compared to the second quarter of the prior fiscal year.
Some of the recent ndership growth was due to the completion of construction and opening for
service of the Tasman West Light Rail extension. The Authority also expanded its Eco Pass
program that makes transit more attractive to employees of participating firms by offering the same
benefits to local residential communities. The Authority continues to offer expanded light rail and
certain bus routes running 24 hours each day.

After a projected short-term reduction in the growth rate of the Authority’s sales tax receipts
over the next six quarters, the Authority anticipates a long-term retumn to the consistent sales tax
growth rates evidenced during the past five years. See “THE SALES TAX - Projected Sales Tax
Revenues and Debt Service Coverage” in the front portion of this Official Statement. In light of
these projections, the Authority’s strong eamings to date and its substantial undesignated reserves,
the Authority expects to continue its aggressive expansion in the future, including the completion of
construction on three light rail extensions (Tasman East, Capitol, and Vasona).

Financial Projections

For a discussion of the Authority’s projected Sales Tax Revenues and Debt Service
Coverage, see the information in the front portion of this Official Statement under the caption
“THE SALES TAX - Projected Sales Tax Revenues and Debt Service Coverage.”

Authority Operating Revenues

The Authority derives its operating revenues principally from funds derived from the
imposition of the Sales Tax, the 1/4% sales tax imposed pursuant to the California Transportation
Development Act of 1971, as amended (the “TDA”), described herein under the caption “TDA
Revenues,” and passenger fares charged by the Authority.

Sales Tax Revenues. In 1976, the voters of the County authorized enactment by the
Authority of an ordinance imposing the Sales Tax - a one half of one percent sales and use tax on
transactions in the County. The Board of Equalization collects the Sales Tax for the Authority and,
pursuant to an agreement between the Authority and the Board of Equalization, after deducting the
cost of administering the Sales Tax, remits tax revenues to the Trustee on a monthly basis. Pursuant
to its procedures, the Board of Equalization projects receipts of the Sales Tax on a quarterly basis
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and remits an advance of such receipts to the Trustee each month based on such projection. During
the last month of each quarter, the Board of Equalization adjusts the amount remitted to reflect the
actual receipts of the Sales Tax for the quarter. The Sales Tax is the Authonty’s single largest source

of revenue.

After application for payment of the Senior Obligations and the Junior Obligations, Sales
Tax Revenues will be budgeted to pay operating expenses and to pay capital expenditures where
State or Federal capital assistance programs require that the recipient of assistance contribute locally
derived revenue.

For a discussion of the Authonty’s Sales Tax Revenues over the last five years, see the
information in the front portion of this Official Statement under the caption “THE SALES TAX -
Historical Sales Tax Revenues.”

TDA Revenues. TDA Revenues are a State of California subsidy consisting of an
allocation of sales tax revenue under the TDA, whereby a 0.25% levy of the State of California’s
sales tax (net of collection costs) is made available for public transportation operating and capital
expenses 1in the county in which the sales tax is collected (the “TDA Revenues”). TDA Revenues
are the Authonty’s second largest source of revenue and are distinct from revenues derived from the
Sales Tax. TDA Revenues are not pledged to repay the Bonds.

TDA Revenues are apportioned, allocated and paid by the Metropolitan Transportation
Commission (“MTC”), the regional planning organization for the nine-county San Francisco Bay
Area. Under TDA regulations, MTC allocates approximately 11% of the TDA Revenues to fund
community and Paratransit service programs, facilities for the use of pedestrians and bicycles and
the transportation planning and programming process. The remaining 89% of the TDA Revenues
are allocated to operators who provide public transportation services in the County. TDA Revenues
for operating assistance are retummed to the county of ongin. As the only public transit service
provider in the County, the Authority is eligible to receive the entire amount of the 89% allocation
of TDA Revenues. TDA Revenues are available to the Authority in an amount equal to 50% of the
Authonty’s operating budget, after deduction of the amount received from federal grants, provided
that certain TDA eligibility requirements are met. The Authonty has been in compliance with TDA
eligibility requirements and has received TDA Revenues in each year since the Authonty began
operations in 1973. In accordance with procedures and eligibility requirements set forth in the
TDA, the Authority submits a request for TDA Revenues to MTC on each April 1 for the next
Fiscal Year. If MTC approves the request, MTC then directs the Controller of the County to release
the TDA Revenues to the Authority. TDA Revenues are received in substantially equal monthly
installments.
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The following table shows the total amount of TDA Revenues for operations available from
annual sales tax collections in Santa Clara County during the five Fiscal Years ended June 30, 2000.

Santa Clara Valley Transportation Authority
Historical TDA Revenues

Fiscal Year TDA Funds for Operations
Ended June 30 Distributed to the Authonty
1996 $49,491,174
1997 64,676,234
1998 67,828,988
1999 62,527,899
2000 75,309,805

State Transit Assistance Program. Pursuant to the State Transit Assistance Program (the
“STA”), a portion of gasoline sales tax revenues is appropriated by the State Legislature to the State
Transportation Planning and Development Account (the “STA Revenues”) for certain transit and
energy-related purposes. These STA Revenues are allocated throughout the State on the basis of
population and operating revenues.

The Authonty has been receiving STA Revenues since Fiscal Year 1979-80. STA Revenues
are claimed on the basis of actual cash expenditures, normally on a quarterly basis. The total
available STA Revenues allocated to the Authority in the Fiscal Year ending June 30, 2000, was
$4,363,784. The following table reflects STA Revenues received by the Authority in the five Fiscal
Years ended June 30, 2000.

Santa Clara Valley Transportation Authority

Historical STA Revenues
Fiscal Year
Ended June 30 STA Funds Received
1996 $2,718,256
1997 3,819,458
1998 3,925,913
1999 4,456,512
2000 4,363,784
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Ridership and Farebox and Advertising Revenues. The table below shows the
Authority’s ridership and the amount of passenger fare revenues and revenues from advertisements
placed on the Authonty’s vehicles and bus shelters received by the Authority for the five Fiscal
Years from 1996 through 2000.

Santa Clara Valley Transportation Authority
Ridership® and Historical Farebox and Advertising Revenues

Fiscal Year Farebox and Advertising
Ended June 30 Passengers" Revenues Recerved
1996 48,798,100 $22,964,288
1997 52,618,400 25,577,387
1998 53,028,298 30,003,138
1999 54,349,470 30,955,631
2000 54,921,324 36,253,274

O Ridership includes directly operated services.

Other Revenues. Federal guidelines established pursuant to the Transportation Equity Act
for the 21" Century allow the Authority to claim grants (which are normally restricted to capital
projects) for preventive maintenance costs. The Authonty’s principal motivation in programming
this source of capital grants for preventive maintenance is to accelerate cash flow, and hence
improve financial position. In addition to the above described revenues, the Authority from time to
time receives other State assistance that may be used to pay operating expenses, and also receives
interest on its operating funds.

Authority Expenditures

Operating Expenditures. The Authority’s greatest operating expenses are labor and
employee benefits, which comprise approximately 65% of the Authority’s budgeted operating

expenditures for Fiscal Year 2000-01. The labor and employee benefit cost is the total budgeted
amount for mechanics, bus and light rail operators, supervisory and administrative personnel of the
Authonty. Administrative activities such as Human Resources, Marketing, and Finance, etc.,
account for approximately 12% of budgeted operating expenditures for Fiscal Year 2000-01.
Vehicle and facility maintenance and repair costs account for approximately 10% of the Authority’s
budgeted operating expenditures for Fiscal Year 2000-01. An additional 7% is budgeted for ADA
Paratransit and 5% is budgeted for Caltrain operations. See the table entitled “Statement of
Revenues and Expenses,” above, for a listing of the Authonty’s operating expenses by category for
Fiscal Years ended June 30, 1996 through 2000.

During Fiscal Year 2000-01, the Authority estimates increases of 44.3% in the cost
categories of fuel, traction power and utilities over FY 1999-00 actuals. These expenditures account
for 4.7% of total operating expenses.

Capital Expenditures. The Authonty is committed to facilitate and provide enhanced
customer focus, improved mobility and access for the community and integrated transportation and
land use planning, while maintaining financial stability. Based on these commitments, the Authority
has embarked on three extensive capital programs. See “Authority Capital Programs,” below.
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Authority Capital Programs

Baseline Capital Program. The Authonty’s FY 2001-02 recommended Baseline Capital
Program includes approximately $1.1 billion of capital improvements over the next 10 years in the
following categories. Federal and State grants provide approximately 67% of the funding for these
capital improvements, with the remaining portion being funded from Sales Tax Revenues and other
current revenues of the Authority.

Program Group Group Budget
ADA Paratransit $ 6,962
Bus Service Expansion 98,524
Information Systems 58,437
Non-Revenue Vehicles 5,892
Operating Equipment 25,416
Operating Facilities 24,128
Passenger Facilities 74,738
Revenue Vehicles 359,386
Rail Expansion 385,568
Studies & Planning 1,379
Other 36,733
Total $1,077,163

Federal funding is expected to be derived from Federal Transit Administration (“FTA”)
programs including FTA Section 5307, FTA Section 5309; Federal Surface Transportation Program
(STP) and Congestion Mitigation & Air Quality Program (CMAQ) funds. All federal funds are
subject to annual authorization by Congress.

The Authority also expects to receive assistance for capital projects from State programs
including Transportation Fund for Clean Air (TFCA) funds.

1996 Measure B Transportation Improvement Program. In November of 1996, the
voters in the County approved 1996 Measure A, an advisory measure that outlined a specific
package of transportation improvements for the County. Voters in the County also approved 1996
Measure B, which authorized the enactment of a one-half cent sales tax for general County
purposes, for a period of years ending March 31, 2006. In February of 2000, the Authority and the
County entered into a Master Agreement outlining roles and responsibilities of the respective
agencies dunng the implementation of the 1996 Measure B Transportation Improvement Program
(MBTIP), whereby, the Authority would build and maintain the projects approved in Measure A,
and the County would provide funding from Measure B. MBTIP is a comprehensive transportation
improvement program that includes capital projects for transit, highway, pavement management,
bicycle and other ancillary projects. Anticipated revenues from the Measure B sales tax is projected
to be in excess of $1.4 billion, with current projected capital expenditures of approximately $1.7
billion. The Authority has secured additional funds including federal funds from the Surface
Transportation Program (STP) and state funds from the State Highway Operations & Protection
Program (SHOPP).
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Valley Transportation Plan 2020. As the designated Congestion Management Agency for
the County, the Authorty is responsible for prepanng the County’s long-range countywide
transportation plan. In August 2000, the Authonty’s Board of Directors adopted the Valley
Transportation Plan 2020 to satisfy this requirement. The plan encompasses a set of investments
that offers improvements and manages the existing roadway network with an expanded high-
occupancy vehicle (HOV) system, improved interchanges and freeway-to-freeway connector ramps,
and freeway upgrades. Additionally, the investments include a potential extension of the BART
system to Milpitas, San Jose, and Santa Clara, as well as a new light rail line that will serve
Downtown/East Valley where the Authority’s highest concentration of transit riders live. The total
cost of the investment program is over $10 billion (Fiscal Year 2000 dollars) with an implementation
timeframe of over three decades. Funding for these capital investments will be from a recently
approved 30-year ¥ cent sales tax (2000 Measure A) ($6 billion, Fiscal Year 2000 dollars), the State
of California Governor’s Traffic Congestion Relief Plan (TCR) ($926 million, Fiscal Year 2000
dollars), and $2.1 billion (Fiscal Year 2000 dollars) of funds from STP, CMAQ and State
Transportation Improvement Program (STIP) funds. The Authority will also seek additional State
Inter-Regional Funds (ITIP), TFCA, Transportation Development Act (TDA) and Federal New Rail
Starts funds.

Litigation

The Authority has accrued amounts that its management believes are adequate to provide
for claims and litigation which have ansen during the normal course of business. Other claims and
litigation are outstanding for which the Authority cannot determine the ultimate outcome and
resulting liability, if any. However, the Authority’s management believes the ultimate outcome of
these claims and lawsuits will not significantly impact the Authority’s financial position.

Significant Accounting and Budgetary Policies

The Authority follows the accrual basis of accounting. The Authority retained the firm of
KPMG LLP to audit its records.

The Authornty’s budget is prepared annually prior to the commencement of its Fiscal Year
(July I-June 30). Sales Tax and TDA Revenues are budgeted on the basis of historical collections
and factored against inflation and other growth barometers. Passenger fares are budgeted on the
basis of ridership trends as projected to be affected by anticipated fare and route changes and certain
other factors. Federal, state and regional funding sources are budgeted in accordance with
allocations and commitments.

Revenues and expenditures are monitored continually using an enterprise resource system
called SAP R/3. In addition, the Authority maintains additional mechanized reporting systems,
which provide up-to-date data for the Authority to meet a varety of management needs and
reporting requirements.

The Authority is able to adjust its transit operations and reduce expenditures when
necessary, if revenue receipts and collection trends indicate imbalances from budgeted levels.
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Investments and Investment Policy

The information presented in this section is a general description only and is not intended to be and does not
prrport to be a conplete description of the A wthority’s Irestment Policy.  Reference is made to the full text of the
Authority’s Irestment Pdlicy for a complete description of the terms theredf, whidh is awilable from the Authonty
upon request.

Amounts held in funds and accounts established pursuant to the Indenture will be invested
as provided in the Indenture, and as may be further restricted by the Authority’s Investment Policy
(the “Investment Policy”), adopted by the Authorty Board of Directors on April 4, 1996 and
amended by the Board of Directors on December 14, 2000. The Investment Policy covers all funds
(other than any Amalgamated Transit Union Pension Funds) and investment activities under the
direction of the Authonty.

The Investment Policy has three primary objectives, listed below in descending order of
priorty:
1. Safety. Safety of principal is the foremost objective of the Investment Policy. The

Authority’s investments shall be undertaken in a manner that seeks to ensure the preservation of
capital.

2. Liquidity. The Authorty’s investment portfolio shall remain sufficiently liquid to
enable the Authority to meet its cash flow requirements.

3. Return on Investment. The Authority’s investment portfolio shall be designed with
the objective of attaining a market rate of return on its investments consistent with the constraints
imposed by its safety objective and cash flow considerations.

Listed below are the investments specifically permitted in the Investment Policy, together
with the maximum share of the total Authority portfolio that each type of investment may comprise:

Investment Maximum % of Portfolio
US. Treasury Obligations 100%
Obligations of Federal Agencies and U.S. Government-Sponsored 100%
Enterprises
State of California Obligations 30%
Bankers’ Acceptances 40%
Commercial Paper not to exceed 180 days rated “A-1/P-17

if weighted average maturity of all paper is<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>