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Program (PMP). Over the life of the 1996 Measure B sales tax, local jurisdictions will
receive a combined total of $90 million countywide. Additionally, $37 million in Federal
funds previously secured for similar functions will also be administered and distributed
through the PMP.

VTA’s Board of Directors adopted the 20-year Countywide Bicycle Plan in October 2000
after approval of a ten-year expenditure plan by VTA and the County Board of
Supervisors. The 1996 MBTIP has allocated $12 million in funds toward the Bicycle
Program.

In order to maximize funding opportunities and operational efficiencies, VT'A has agreed
to secure Federal or State grant funds for certain 1996 MBTIP projects and to release
1996 MBTIP funds to fund other projects. Currently, fund transfers have been
performed on the Tasman East, Vasona, and Capitol Light Rail Projects.

Since the adoption of the FY 2001 Revenue and Expenditure Plan in June 2000, the Board
of Supervisors has taken several key actions.

¢ Allocation of an additional $43.3 million in pavement management and other road
projects as part of the fund exchanges with the VTA

e Amendment of the Master Agreement to delegate authority to the County Executive
and VTA General Manager to make adjustments to projects within the Caltrain
Improvement Plan, as well as provisions regarding project contingencies and budget
adjustments

¢ Re-designation of 1996 Measure B Sales Tax Proceeds to finance light rail vehicles for
VTA, subject to the condition that VTA secure non-Measure B funding for a County
Expressway Study in an amount not to exceed $2 million.

2000 Measure A Transportation Improvement Program and VTP 2020

In August 2000, the VTA Board of Directors approved placing a measure on the
November 7, 2000 General Election ballot that would approve a 30 year half-cent sales
tax to take effect in the county after the 1996 Measure B Sales Tax expires

(March 31, 2006). More than 70% of voters approved the 2000 Measure A.

1t is estimated that over $6 billion (FY 2000 constant dollars) will be collected. The
revenue from this Measure may be used to finance the transit projects and operations
specified in 2000 Measure A and listed in VT'A's Valley Transportation Plan and
Expenditure Program (VTP 2020). The activities specified in 2000 Measure A are:

¢ Connect BART to Milpitas, San Jose, and Santa Clara;

¢ Build arail connection from San Jose International Airport to BART, Caltrain, light
rail;
Purchase vehicles for disabled access, senior safety, clean air buses;
Provide light rail throughout Santa Clara County;

e Expand and electrify Caltrain;
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with VT'A’s Metro/Airport Light Rail Station and the Santa Clara Calirain Station. The
City of San Jose and VTA equally share the operating costs for this service.

Congestion Management

VTA, as the Congestion Management Agency for Santa Clara County, is responsible for
coordinating and prioritizing projects for state and federal transportation funds,
administering the Bay Area Air Quality Management Program, and coordinating land use
and other transportation planning. Adoption of a Congestion Management Program
(CMP) is necessary to qualify for certain transportation funds made available through the
state gas tax increase authorized in 1990.

ECONOMIC CONDITION AND OUTLOOK
Sales Tax

Sales tax is the primary source of funds for VTA’s operations and capital needs. Local
sales tax is derived from a one-half cent sales tax restricted for transit purposes, levied
within Santa Clara County. VTA also receives State of California Transportation
Development Act (TDA) funds, which are derived from a one-quarter cent sales tax
levied by the State of California and allocated on a “return to source” basis for
transportation use. These two sales taxes account for approximately 80% of the total
operating revenues.

Due to its heavy dependence on the high-tech industry, Santa Clara County’s economy
has been volatile, with sales tax revenue reflecting the same pattern. For the past seven
years, sales tax revenue has seen fluctuations of growth from 22% in FY36 to 3.8% in
FY99. While FY01 sales tax revenue increased by 9.4% from last year, we are forecasting
a negative growth year for FY02. We project $180 million in FY02 sales tax receipts,
nearly a 3% drop compared to the FY01 revised budget. This is due to the continued
slowdown in consumer consumption of goods and services; therefore, lowering the sales
tax base. We predict that confidence among consumers will begin to slowly return by
FYO02 end, but not significantly enough to allow an optimistic forecast at this point.

We are projecting that the economy will build itself back up slowly, as it responds to the
impact of several Federal Reserve interest rate adjustments. The interest rate cuts,
coupled with a reduction of excess inventory should help regain consumer confidence
once again.

Ridership & Farebox Revenue

VTA directly operated sytemwide ridership surpassed last year’s level by 2.8%, as
56.5 million passengers boarded Bus and Light Rail during FY01. This number is the
highest recorded ridership in VTA history. FY01 ridership for the Light Rail system
(including historic trolley) was 9.2 million, an increase of 16.7% over the prior year’s
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New Light Rail Vehicles

Fremont/South Bay Corridor Service — interim improvements service connecting
BART in Alameda County with San Jose (bus and possible ACE and Capltol corridor
improvements)

Caltrain Service Improvements — improving Caltrain commuter rail service by adding
trains and improvements between Gilroy and Palo Alto.

The Highway Projects, estimated at a cost of $614 million include:

1.

Interstate 880 widening from four to six lanes from Montague Expressway to
U.S. 101, and an auxiliary lane on Southbound 1-880 from U.S. 101 to the North First
Street exit ramp

Routes 85/87 direct connector ramps for the southbound 85 to northbound 87 and
southbound 87 to northbound 85, plus addition of a HOV lane in each direction of
Route 87

U.S. 101 widening from four to six lanes, plus potentially two HOV lanes between
Metcalf Road in San Jose and Burnett Road in Morgan Hill

Routes 85/101 interchange in Mountain View, including HOV Direct Connector
Routes 237/880 direct connector ramps for southbound I-880 to westbound 237 and
eastbound 237 to northbound 1-880, and HOV lane direct connector ramps for
southbound I-880 to westbound 237 and eastbound 237 to Northbound I-880

Route 87 HOV lane projects between Route 85 and Julian Street

Route 17 improvements between Route 9 in the Town of Los Gatos and I-280 in
San Jose

Routes 85/101 interchange in South San Jose — complete the existing interchange by
adding two direct connectors

Route 152 safety improvements — safety and operation improvements between
U.S. 101 and Route 156

10. Route 85 Noise Mitigation.

The Measure B Ancillary Program, estimated at a cost of $405.6 million includes:

1.

Pavement Management Program — provides $90 million to local jurisdictions for
street maintenance and repairs
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Fiduci Fund e ~ Trust and Agency Funds

The activities of the Amalgamated Transit Union (ATU) Pension Plan, the ATU Spousal
Medical Trust, and the Retiree Vision and Dental Trust are accounted for in trust funds.
Trust funds are used to account for assets held by VTA as a trustee for individuals and
other organizations such as ATU and local governments.

The Bay Area Air Quality Management District (BAAQMD) program and the

1996 Measure B Ancillary Programs, which includes the Pavement Management and
Bicycle Programs, are accounted for in an agency fund. Agency funds are used to
account for assets held solely in a custodial capacity.

Separately Issued Financial Statements

VTA issues separate financial statements for the ATU Pension Plan, the Congestion
Management Program, and the 2000 Measure A Program. The County of Santa Clara
issues separate financial statements for the 1996 Measure B Transportation Improvement
Program.

Budget Control

State law requires the adoption of an annual budget, which must be approved by the
Board of Directors. VTA budgets annually for its Enterprise Fund and its Special
Revenue Funds. The Capital Projects Fund is budgeted on a multi-year basis and
therefore annual information is not available for this fund. The budget for the Enterprise
Fund is developed on an accrual basis and the budget for the Special Revenue Funds are
done on a modified accrual basis.

Budgetary control is maintained at the fund level. The responsible director must
authorize line item reclassification amendments to the budget. Managers are assigned
responsibility for controlling their budgets and monitoring expenditures/expenses.
Annual appropriations for the operating budget lapse at the end of the fiscal year to the
extent that they have not been expended. The unexpended capital budget at fiscal year
end is carried forward from year to year until the project is completed or abandoned.

FINANCIAL STATUS - ENTERPRISE FUND

Revenues exceeded expenses by $37.3 million resulting in an increase to total reserves
for the year ended June 30, 2001 on a budgetary basis. Budgetary reserves represent
VTA’s net working capital. The current and restricted assets less the current and
restricted liabilities result in the total budgetary reserves that are available to meet future
capital and operating needs.
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6. Began construction on the Interstate 880 Widening Project from Montague
Expressway to North First Street.

7. Completed the design and approval for the Routes 85/87, Route 85/U.5. 101
{(North), I-880 widening, Route 237/I-880, Route 85/U.8. 101 (South) and U.S. 101
widening projects.

8. Executed amendments to Pavement Management Program Cooperative
Agreements with the cities for disbursement of FY01 1996 Measure B allocation.

Major Initiatives

Complete the VTP 2020 Implementation Plan, laying out the process for delivering
projects in the countywide transportation plan over the next ten years.

Complete Downtown/East Valley Conceptual Design.
Complete Major Investment Study of Silicon Valley Rapid Transit Corridor.
Negotiate agreements with Union Pacific on right-of-way purchases.

Negotiate Operations & Maintenance agreement with BART regarding service on
Silicon Valley Rapid Transit Corridor.

Begin construction of the Cerone O&R Division.
Retrofit six key Guadalupe stations with ADA compliant Ticket Vending Machines.

Select General Design Consultant and complete final design for the Caltrain Service
Expansion project to Gilroy.

Manage the contract for the manufacture and commissioning of 40 articulated low-
floor buses, and accept and put into service 136 new low-floor buses.

Develop a plan to utilize Automated Passenger Counters (APC’s) to record passenger
activity at stops and monitor vehicle running times.

Complete the Best Practices for Integrating Transportation and Land Use guidelines
manual and provide planning grants for design of Best Practices projects.

Complete the 2001 Congestion Management Program.
Lead the Zero Emissions Bus (ZEB) demonstration program.
Achieve the following 1996 MBTIP milestones:

1. Advertise and award downtown civil, station and systems contracts for the
Vasona Light Rail Project.
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The Risk Manager obtains excess casualty and property insurance coverage for
operations and also manages the Owner-Controlled Insurance Programs (OCIP) for
major construction projects. The rail construction OCIP is a fully insured program
providing $10 million in General Liability coverage, and statutory Workers Compensation
coverage for construction contractors, at a reduced premium cost to VTA. Premium
costs are based on a guaranteed rate per $100 of construction payroll. Fifty contractors
are currently enrolled in the program. The highway construction OCIP also is a fully
insured program, providing $50 million in General Liability coverage, statutory Workers
Compensation coverage and Railroad Protective Liability for construction contractors, at
a reduced premium cost to VTA,

DEBT

VTA’s debt portfolio comprises fixed and variable rate debt. Outstanding bond issues as
of June 30, 2001 total approximately $351 million and include:

2001 Sales Tax Revenue Bonds $198.3 million
2000 Sales Tax Revenue Bonds $ 40.0 million
1998 Sales Tax Revenue Bonds $ 48.9 million
1997 Sales Tax Refunding Bonds $ 34.0 million
1985 Equipment Trust Certificates $ 29.7 million

Proceeds from the issues were used for the purchase of low-floor light rail vehicles, an
administration facility, and acquisition of certain parcels of land. VTA refunded the
1991 Series A Bonds as well as the 1994 ABAG Series C certificates, and issued

$50 million of junior lien variable rate sales tax revenue bonds to finance certain capital
projects.

During the year, VTA issued $200 million in sales tax revenue bonds for the
reimbursement of expenditures to the County for Tasman East, Vasona, and Capitol
Light Rail Extensions and committed the redesignated 1996 Measure B funds to advance
purchase 2000 Measure A low floor light rail vehicles. This bond issuance served to
preserve VT'A’s future business options and financing flexibility.

We will continue leveraging the capital structure to minimize interest expense and
improve cash flow positions as prudent market conditions allow.
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The schedules designated as required supplementary information in the table of contents are not a
required part of the general purpose financial statements but are supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements
taken as a whole. The supplementary data listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the genmeral purpose financial statements of the
Authority. Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in our opinton, is fairly presented, in all material respects, in
relation to the general purpose financial statements taken as a whole.

The statistical section listed in the table of contents is presented for purposes of additional analysis and
is not a required part of the general purpose financial statements of the Authority. Such additional
information has not been subjected to the auditing procedures applied in the audit of the general
purpose financial statements, and accordingly, we express no opinion thereon.

Walnut Creek, California
August 31, 2001
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
Statement of Revenues, Expenses and Changes in Retained Earnings
Enterprise Fund
For the Year Ended June 30, 2001

OPERATING REVENUES:
Passenger fares
Advertising and other
Total operating revenues
OPERATING EXPENSES:
Labor
Fringe benefits
Materials and supplies
Services
Utilities
Casualty and liability
Purchased transportation
Leases and rentals
Miscellaneous
Total operating expenses before 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 assistance grants
State and local operating assistance grants
CalTrain subsidy
Altamont Commuter Express subsidy
Investment income
Interest expense
Other income
Other expense

Nonoperating revenue, net

Net income before capital contributions
Capital contributions

Net Income

Charge to contributed capital - depreciation on fixed
assets acquired with contributions

Retained earnings, beginning of year:
As previously reported
Restatement

As restated

Retained earnings, end of year

See accompanying notes to general purpose financial statements.
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33,837,418
4,144,280

37,981,698

106,878,425
61,845,432
27,428,007
27,427,617

5,070,826
1,472,704
23,488,884
668,600
3,414,544

257,695,039

(219,713,341)

19,226,656
12,201,421

31,428,077

{251,141,418)

183,540,308
17,867,231
86,387,503

(14,821,111)

(656,932)
22,077,809
(6,805,934)

1,370,638
(435,020)

288,524,492

37,383,074
154,647,899

192,030,973

19,226,656

479,670,032
(2,008,562)

477,661,470

688,919,099







SANTA CLARA VALLEY RANSPORTATION AUTHORITY
Combined Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - Special Revenue Funds
For the Year Ended June 30, 2001
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Variance
Favorable
Budget Actual (Unfavorable)
REVENUES:
Member agency assessment revenue $ 1,240,000 $ 1,239.993 § (7
Federal technical studies operating assistance grants 885,000 452,451 (432,549)
Sales tax - 70,548 70,548
Administrative fees 114,000 53,021 (60,979}
State operating assistance grants 704,000 118,091 (585,909)
Local grant revenue - 144,086 144,086
Other revenues 435,000 35,272 (9,728)
Investment earnings 5,000 37,455 32,455
Total revenues 2,993,000 2,150,917 (842,083)
EXPENDITURES:
Current;
Congestion management:
Salaries and benefits 1,292,892 1,550,880 (257,988)
Services 2,246,100 1,469,506 776,594
Total expenditures 3,538,992 3,020,386 518,606
DEFICIENCY OF REVENUES .
UNDER EXPENDITURES §  (545,992) (869.,469) §  (323,477)
FUND BALANCE, BEGINNING OF YEAR 1,133,470
FUND BALANCE, END OF YEAR $ 264,001

See accompanying notes to general purpose financial statements.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Fiduciary Fund Types (Trust and Agency Funds) - The Trust and Agency Funds are used to account
for assets held by VTA as a trustee or as an agent for individuals, private organizations, other
governmental units, and/or other funds. VTA’s Trust and Agency Funds include the SCVTA/ATU
Pension Plan, ATU Medical Trust, the Bay Area Air Quality Management District (BAAQMD)
Program, and the Measure B Ancillary Program. The SCVTA/ATU Pension Plan is reported as a
pension trust fund and the ATU Medical Trust is reported as an expendable trust fund. The BAAQMD
and the Measure B Ancillary Programs are reported as agency funds.

Basis of Accounting

The Enterprise Fund and Pension Trust Fund are accounted for on a flow of economic resources
measurement focus using the accrual basis of accounting. With this measurement focus, ail assets and
liabilities associated with the. operation of these funds are included on the accompanying combined
balance sheet. Fund equity (i.e., total assets net of total liabilities) for the Enterprise Fund is
segregated into contributed capital and retained earnings components. Enterprise Fund and Pension
Trust Fund operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in
total net assets. Revenues are recognized when earned and expenses are recognized when incurred.

VTA has elected to apply all applicable Governmental Accounting Standards Board (GASB)
pronouncements, as well as any applicable pronouncements of the Financial Accounting Standards
Board (FASB), the Accounting Principles Board (APB), or any Accounting Research Bulletins issued
on or before November 30, 1989, unless these pronouncements conflict with or contradict GASB
pronouncements.

Governmental Fund Types and the Expendable Trust Fund are accounted for on a flow of current
financial resources measurement focus using, the modified accrual basis of accounting. Although the
Apgency Fund is accounted for using the modified accrual basis of accounting, it is custodial in nature
and does not present results of operations or have a measurement focus. Revenues are recorded when
“susceptible to accrual” (i.e., when they become both measurable and available). “Measurable” means
that the amount of the transaction can be determined, and “available” means that revenues are
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current
period. Revenues not considered available are recorded as deferred revenues. Expenditures are
recorded when the fund liability is incurred if it is expected to be paid within 12 months. State and
County sales tax collected and held on behalf of VTA, grants and interest earnings are susceptible to
accrual and recognized as revenue under the modified accrual basis of accounting.

Budgetary Control

State law requires the adoption of an annual budget, which must be approved by the Board of
Directors. VTA budgets annually for its Enterprise Fund and its Special Revenue Funds. The Capital
Projects Funds are budgeted on a multi-year basis and therefore annual information is not available for
the fund. The budget for the Enterprise Fund is developed on an accrual basis, and the budgets for the
Special Revenue Funds are prepared on a modified accrual basis.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Restricted Assels

Restricted assets consist of monies and other resources, the use of which is either Board designated or
legally restricted for the following purposes:

e (Capital and operating e (General liability insurance
e Workers’ compensation insurance ¢ Retiree health care
e [Long-term accrued vacation and e Debt service

sick leave benefits
Deferred Bond Issuance Costs

Deferred bond issuance costs are amortized in a manner that approximates the effective interest method
over the life of the bonds.

Property, Facilities and Equipment

Property, facilities, and equipment are stated at historical cost. The cost of normal maintenance and
repairs is charged to operations as incurred. Improvements are capitalized and depreciated over the
remaining useful lives of the related properties. Depreciation is computed using the straight-line
method over estimated useful lives as follows:

Buildings, improvements, furniture, and fixtures 5 to 50 years
Vehicles 5 to 12 years
Light-rail structures, electrification and light-rail vehicles 25 to 45 years
Other operating equipment 5 to 15 years

Depreciation on such assets is included in the accompanying statement of revenues, expenses, and
changes in retained earnings.

Interest is capitalized on construction in progress. Accordingly, interest capitalized is the total interest
cost from the date of the borrowing net of any allowable interest earned on temporary investments of
the proceeds of those borrowings until the specified asset is ready for its intended use. There was no
interest capitalized in fiscal year 2000/01.

Other Accrued Liabilities

Other accrued liabilities, including those payable from restricted assets, represent accruals for vacation
and sick leave benefits, payroll, retiree health care programs, general liability claims, and workers’
compensation claims.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Investments are categorized below to give an indication of the custodial credit risk assumed by VTA as
of June 30, 2001. Category 1 includes investments that are insured or registered or for which the
securities are held by VTA or its agent in VTA’s name. Category 2 includes uninsured and
unregistered investments for which the securities are held by the counterparty’s trust department or
agent in VTA’s name. Category 3 includes uninsured and unregistered investments for which the
securities are held by the counterparty or by its trust department or agent, but not in VTA’s name.

A summary of the VTA's investments at June 30, 2001 is shown below.

Category Fair
1 2 Value
Investments subject to categorization:
Equity securities - pension plan $ 68,224,090 - 68,224,090
Corporate notes (commercial paper) 12,000,000 - 12,000,000
Corporate bonds 120,632,353 - 120,632,353
Corporate bonds - pension plan 39,710,686 - 39,710,686
U.S. Treasury and government agency notes 328,889,309 - 328,889,309
U.S. Treasury and government agency notes —
pension plan 43,451,812 - 43,451,812
Repurchase agreements - 1,516,104 1,316,104
Total investments subject to categorization $ 612,908,250 1,516,104 614,424,354
Uncategorized investmentis:
Investments commingled in County Treasury 7,829,042
State of California Local Agency Investment Fund 15,260,616
Retention escrow fund 5,192,189
Mutual funds 60,205,386
Mutual funds - pension plan 55,652,420
Total investments $ 758,564,907

Reconciliation to the Balance Sheet

Total cash and investments as of June 30, 2001, are reported in the accompanying general purpose
financial statements as follows:

Unrestricted:
Cash and cash equivalents $ 1,168,412
Investments 81,070,292
Total unrestricted 82,238,704
Restricted cash and investments:
Cash and cash equivalents 22,704,286
Cash and investments with fiscal agents 65,673,775
Investments 611,820,840
Total restricted 700,198,901
Total cash and investments $ 782,437,605
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Due to other governmental agencies as of June 30, 2001, consisted of the following:

Special Capital Trust and
Enterprise Revenue Projects Agency
Fund Funds Funds Funds Total
Federal government 5 - 74,144 - - 74,144
State government 1,353,309 1,760 8,391 - 1,363,460
Others 2,944,428 - - 125,554,474 128,498,902
Total $ 4,297,737 75,904 8,391 125,554,474 128,936,506

Due to other governmental agencies as of June 30, 2001, is reported in the accompanying general
purpose financial statements as follows:

Special Capital Trust and
Enterprise Revenue Projects Agency
Fund Funds Funds Funds Total
Current Assets $ 4,297,737 75,904 - - 4,373,641
Restricted . - - 8,301 125,554,474 125,562,865
Total b 4,297,737 75,904 8,391 125,554,474 129,936,506

NOTE 6 - CONSTRUCTION IN PROGRESS

Construction in progress (CIP), included in property, facilities, and equipment, and related right-of-
way acquisitions include capitalized costs associated with the following projects as of June 30, 2001:

New Rail Vehicles $ 76,002,326
Tasman Corridor Project Extensions 69,285,276
Vasona Corridor Project 64,960,269
Facilities Modifications 61,491,436
Capitol Corridor Projects 41,448,495
Guadalupe Corridor 20,600,411
Coach Replacement 11,434,225
Study Projects 2,237,874
Software Development 1,555,263
Fremont Rail Connection 1,146,731
VTA Administration Building Improvement 1,042,458
Caltrain Service Improvements 773,813
Environmental Building and Site Modifications 665,945
Silicon Valley Rapid Transit Corridor 126,663
Total project costs expended to date 352,771,185
Less right-of-way acquisitions not yet settled ¥ (20,401,537)
CIP, as reported on the balance sheet at 6/30/01 $ 332,369,648

) The projecis listed above include $20,401,537 paid for right-of-way acquisitions that have not yet settled. During
the process of acquiring right-of-way, VTA makes deposits with the County of Samta Clara, which are reported as
due from other governments. Upon settlement of the purchase and transfer of title into the name of VTA, these
acquisitions will be reported as construction in progress under property, facilitics, and equipment.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

2001 Series A Senior Lien Sales Tax Revenue Bonds

In June 2001, VTA issued $200,000,000 of 2001 Series A Senior Lien Sales Tax Revenue Bonds
(2001 Bonds) to finance portions of the Tasman East, Vasona, and Capitol Corridor Light Rail
projects. Issuance costs are being amortized over the term of the debt. The 2001 Bonds are special
obligations of VTA, which are payable and secured by sales tax revenues.

The 2001 Bonds mature serially beginning June 1, 2002 through June 1, 2026. Future annual principal
payments range from $4,770,000 to $17,945,000 and bear interest at rates ranging from 4.5% to
5.5%.

2000 Series A Junior Lien Sales Tax Revernue Bonds

In November 2000, through the California Transit Variable Rate Program of the California Transit
Finance Authority, VTA issued $40,000,000 of 2000 Series A Junior Lien Sales Tax Revenue Bonds
(2000 Bonds) to finance certain capital expenditures. Issuance costs related to such bonds are being
amortized over the term of the debt. The 2000 Bonds are special obligations of VTA, which are
payable from and secured by sales tax revenue.

The 2000 Bonds mature serially beginning October 1, 2001 through October 1, 2027. Future annual
principal payments range from $950,000 to $2,175,000 and bear a variable rate of interest not to
exceed 12%. In fiscal year 2001, actual weighted average interest rate was 2.96%.

1998 Series A Junior Lien Sales Tax Revenue Bonds

In March 1998, through the California Transit Variable Rate Program of the California Transit Finance
Authority (Note 21), VTA issued $50,000,000 of 1998 Series A Junior Lien Sales Tax Revenues
Bonds (1998 Bonds) to finance certain capital projects. Issuance costs related to such bonds are being
amortized over the termn of the debt. The 1998 Bonds are special obligations of VTA, which are
payable from and secured by sale tax revenues.

The 1998 Bonds mature serially beginning October 1, 2000 through October 1, 2027. Future annual
principal payments on the 1998 Bonds range from $ 1,110,000 to $2,690,000 and bear interest at
3.6%.

1997 Series A Sales Tax Revenue Refunding Bonds

In November 1997, VTA issued $40,570,000 of 1997 Series A Sales Tax Revenue Refunding Bonds
(1997 Bonds). The proceeds were used to advance refund $33,270,000 of the outstanding principal
amount of its 1991 Series A Bonds, advance refund $4,940,000 of the outstanding principal amount of
its Series C Certificates, and to pay for certain capital expenditures of VTA. The portions of the
proceeds for advance refunding of 1991 Series A Bonds and Series C Certificates were placed in an
escrow account. Upon such irrevocabie deposit, the refunded debts were considered defeased.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

In March 1999, the VTA Board of Directors and the County Board of Supervisors approved a
Memorandum of Understanding (MOU) formalizing the partnership to implement Measure A. With
this parmership in place, the County and VTA are in a position to complete a transportation program
valued at $1.4 billion. The County will administer the funding, and VTA will be responsible for
project mapnagement of the transit and highway projects and will assist in the administration of the
pavement management and bicycle elements of the program.

The Measure B Transit Projects, which consist mainly of light-rail extensions and new rail vehicles,
become the property of VTA. The Measure B Highway projects, which consist primarily of widening
highways and improvements become the property of the State. The accompanying general purpose
financial statements inciude the fmancial activities of the Measure B Transit Projects in the Enterprise
Fund, Measure B Highway Projects in the Capital Projects funds and the Measure B Ancillary
Program, which includes pavement management and bicycle elements in the Agency Fund.

During the year, VTA and the County entered into two agreements for Fund Swap arrangements,
whereby VTA agreed to secure Federal and/or State grant funds and program them for certain 1996
MBTIP Projects in exchange for the County to release the corresponding 1996 MBTIP Project funds
for other local projects. The Tasman East Light Rail Project was programmed for $72.8 million in
grant funds with $67.9 million being available for other local projects and the Vasona Light Rail
Project was programmed for $51.6 million with the same amount being available for other local
projects.

A third agreement provided for a simultaneous exchange of funds. VTA secured 2001 Series A Senior
Lien Sales Tax Revenue Bonds to reimburse the County approximately $184.1 million of 1996 MBTIP
project costs, namely the Tasman East, Vasona and Capitol Corridor Light Rail Projects. The
reimbursement of 1996 MBTIP project costs made $184.1 million available for the acquisition of low
floor vehicles. Of the $184.1 million authorized, $159.3 million was reimbursed during the year with
the remaining balance of $24.8 to be reimbursed during fiscal year 2001/02. The reimbursement was
made to the Measure B Ancillary Program Agency Fund, of which, $37,591,028 was due to VTA at
Jane 30, 2001 for the first installment of light rail vehicles that were received before year-end.

2000 Measure A Program

The Santa Clara Valley Transportation Authority 2000 Measure A Program (the MAP) was created in
response to the Measure A ballot approved by the voters of Santa Clara County on November 7, 2000.
The MAP is responsible for a number of key capital transit projects, including the connection of rapid
transit to San Jose, increased bus and light rail service and providing for related operating expenses.

The MAP is funded by the half-cent sales tax to be imposed for a period of 30 years and to take effect
upon expiration of the current county of Santa Clara 1996 Measure B half-cent sales tax, April 1,
2006. VTA will receive the half-cent sales tax directly. During the year, VTA advanced the MAP
$442,293 and $126,662 in funds for the Downtown East Valley Project and the Silicon Valley Rapid
Transit Project, respectively.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Changes in the balances of workers' compensation and general claims liabilities for the two years

ended June 30,

2001, are as follows:

Workers’ General

Compensation Liability
Unpaid claims, at June 30, 1999 $ 24,478,000 21,267,000
Provision for claims and claims adjustment expense 16,760,000 {6,834,000)
Payment for claims (6,997,000) (2,070,000)
Unpaid claims at June 30, 2000 34,241,000 12,363,000
Provision for claims and claims adjustment expense 10,618,000 2,380,000
Payment for claims (7,815,000) (2,279,000)
Unpaid claims at June 30, 2001 $ 37,044,000 12,464,000

Estimated losses on claims other than workers’ compensation and general liability are charged to

expenses in the

NOTE 18 - LEASES

period the loss is determinable.

VTA leases various properties for use as transfer facilities, parking lots, information centers, and
warehouses under lease agreements that expire at various dates through 2013. These agreements are
accounted for as operating leases. Rent expense was approximately $668,600 in fiscal year 2000/01.

The future lease payments under noncancellable lease agreements is as follows:

Year ending June 30,

2002
2003
2004
2005
2006

Thereafter

Total

NOTE 19 - LITIGATION

$ 528,000

443,000
395,000
207,000
216,000

1,180,000
5 2,979,000

Claims and litigation are outstanding for which VTA cannot determine the ultimate outcome and

resulting liability, if any.

However, VTA’s management believes its actuarially determined reserves

and excess insurance coverage will adequately cover estimated potential material adverse losses as of

June 30, 2001.

NOTE 20 - RELATED PARTY TRANSACTIONS - COUNTY OF SANTA CLARA

The County provides support services to VTA for protection (Office of the Sheriff), fuel for vehicles

and vehicle maintenance and repairs.

approximatety $1,009,000 during fiscal year 2000/01.
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Notes to General Purpose Financial Statements (Continued)
For the Year Ended June 30, 2001

Altamont Commuter Express

The Altamont Commuter Express (ACE) is a commuter rail service covering over 85 miles between
Stockton and San Jose with stops in Manteca, Tracy, Livermore, Pleasanton, Fremont, Santa Clara,
and San Jose. ACE is funded by the member agencies of VTA, the Alameda County Congestion
Management Agency and the San Joaquin Regional Raijl Commission which also serves as the
Inanaging agency.

ACE commenced operations in October 1998, and now provides three daily round trip commuter rail
service from Stockton through the Tri-Valley Area of Alameda County to Santa Clara County. The
operating maintenance and management costs of the service is reimbursed by the members at a rate of
approximately 43% from VTA, 23% from San Joaquin Regional Rail Commission and 34% from the
Alameda County Congestion Management Agency. During the year ended June 30, 2001, VTA
contributed approximately $2,522,000 for operating costs.

Operating costs were subsequently reduced when VTA reclassified $1,865,406 to prepaid contributions
to recognize its share of uncommitted member contributions paid to ACE to date.

Complete financial statements for ACE can be obtained from the San Joaquin Regional Rail
Commission at 5000 South Airport Way, Room 201, Stockton, California 95213.

Capitol Corridor Intercity Rail Service

VTA participates in providing the Capitol Corridor Intercity Rail Service, which runs nine round trips
from Sacramento to Oakland. Four of these round trips extend to San Jose, while one round trip
extends to Auburn. The Capitol Corridor Intercity Rail Service is provided by the Capitol Corridor
Joint Powers Board, which is comprised of members of the governing bodies of VTA, the Sacramento
Regional Transit District, the Placer County Transportation Planning Agency, the congestion
management agencies of Solano and Yolo counties, and the Bay Area Rapid Transit District.

California Transit Finance Authority

VTA is a participant of the California Transit Finance Authority (CTFA), which was formed in 1999
through a joint powers agreement for the purpose of establishing the California Transit Variable Rate
Finance Program (the Program). The Program makes low-cost, variable rate financing available to the
members of the California Transit Association for the acquisition of transit equipment and facilities.
Through the Program, VTA issued $50,000,000 of Junior Lien Sales Tax Revenues Bonds in March of
1999 and $40,000,000 in November 2000 (Note 7).
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Special Revenue Funds

For the Year Ended June 30, 2001

REVENUES:
* Member agency assessment revenue

Federai technical studies operating assistance grants

Sales tax

Administrative fees

State operating assistance grants
Local grant revenue

Other revenues

Investment earnings

Total revenues

EXPENDITURES:
Current:
Congestion management:
Salaries and benefits
Services

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

FUND BALANCES, BEGINNING OF YEAR
FUND BAILANCES, END OF YEAR

Congestion
Traffic Management
Authority Program Total

- 1,239,993 1,239,993
- 452,451 452,451
70,548 - 70,548
- 53,021 53,021
. 118,091 118,091
144,086 - 144,086
23,574 11,698 35,272
12,720 24,735 37,455
250,928 1,899,989 2,150,917
- 1,550,880 1,550,880
- 1,469,506 1,469,506
- 3,020,386 3,020,386
250,928 (1,120,397) (869,469)
(196,337) 1,329,807 1,133,470
54,591 209,410 264,001
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SANTA CLARA VALLEY TRANSPORTATION AUTHORITY

Combining Balance Sheet
Capital Project Funds
June 30, 2001

Congestion
Management Measure B
& Highway Highway
‘ Program Program Tota]
ASSETS
Restricted assets:
Cash and cash equivalents $ 2,010,174 $ - $ 2,010,174
Due from other funds - 6,878,484 6,878,484
Due from other governmental agencies - 5,144,683 5,144,683
Total assets $ 2,010,174 $ 12,023,167 $ 14,033,341
LIABILITIES
Liabilities payable from restricted assets:
Accounts payable $ 2,009,140 $ 12,014,776 $ 14,023,916
Due to other funds 1,034 - 1,034
Due to other governmental agencies - 8,391 8,391
Total liabilities $ 2,010,174 $ 12,023,167 $ 14,033,341























































Selected Statistical Data

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
FAREBOX REVENUE ($000's) $ 187025 18841 |5 18343|% 19884 (% 21523|$ 23633|% 272013 27070|% 32326|% 33837
VEHICLE REVENUE MILES (000's)
BUS 19,445 18,027 17,112 16,896 15,931 17,451 17,904 18,784 19,140 18,770
LIGHT RAIL 2,080 1,724 1,715 1,662 1,868 1,888 2,092 1,328 2,722 1,024
PARATRANSIT 1,406 1,511 1,729 1,994 2,494 3,523 4,748 8,495
PASSENGER MILES (000's)
BUS 171,642 | 176020 | 156,872 153,902 | 163,348 185226| 201,818( 179,561 178,688 | 182,187
LIGHT RAIL 31,396 30,183 29,501 26,413 28,428 31,087 32,992 32,820 35,758 42,462
PARATRANSIT 1,937 1,795 1,881 2,420 2,494 3,798 6,013 8,711
FLEET
ACTIVE BUS . 512 605 464 460 460 470 508 520 512 502
LIGHT RAIL 55 56 55 55 55 55 55 55 55 54
CASH FARE SINGLE RIDE
ADULT $1.00 $1.00 $1.10 $1.10 $1.10 $1.10 $1.10 $1.10 $1.25 $1.25
YOUTH $0.50 $0.50 $0.55 $0.55 $0.55 $0.60 $0.60 $0.60 $0.70 $0.70
SENIOR $0.25 $0.25 $0.35 $0.35 $0.35 $0.35 $0.35 $0.35 $0.40 $0.40
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Employment and Industry

A highly skilled and diverse work force characterizes the County's labor market, a situation that
has traditionally translated into lower unemployment rates in the County when compared to
State and national average unemployment rates. The County did experience a decline in
average employment in 1992, however, reflecting the impact of the national and regional
recession on the County’s labor market. As shown in the table below, the County’s average
unemployment rate has been below the average for the entire State in each of the last nine
years, with the County’s 2.0 percent average rate in 2000 almost 3 percentage points lower than
the State’s average of 4.9 percent, The County unemployment rate is still relatively low, but
expected to rise as job cuts continue due to the declining technology economy. The job hunt is
becoming more difficult as the opportunities become increasingly scarce. Continued foreign
economic decline is worrying some Economists, as Silicon Valley produces over a third of the
nonagricultural exporis in California at this time. Continued slowdown in the overseas markets
could be even more crippling to the economy and employment scenario.

The County, with over one million wage and salary jobs in 2000, has the largest employment
base of any county in Northern California. In 2000, the County experienced a strong gain of
54,000 wage and salary positions. Three major industry sectors comprise 74 percent of the
County’s employment: manufacturing (25.2%), services (35.4%) and retail trade (13.5%). The
percentage share of County payrolls for these sectors has remained relatively constant over the
past nine years.

Sources: Department of Finance, Statistics & Demographic Research
Business Week online, April 30, 2001
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The following table provides a summary of building permit valuations and the number of new

dwelling units authorized in the County since 1991.

County of Santa Clara
Building Permit Valuations
1991 to 2000
Valuation (§ millions) New Dwelling Units
Year New Non- Single Multiple
Residential Residential Total Family Family Total

1991 607.7 617.1 1,224.8 1,638 2,134 3,772
1992 549.4 612.2 1,161.6 1,751 1,301 3,052
1993 556.6 597.6 1,154.2 1,848 1,331 3,179
1994 637.5 596.0 1,233.5 2,128 1,817 3,945
1995 657.1 859.4 1,516.5 2,213 1,232 3,445
1996 911.5 1,290.0 2,201.5 4,032 3,542 7,574
1997 1,329.6 1,914.7 3,244.3 4,367 4,443 8,810
1998 1,294.6 1,882.0 3,176.6 3,911 3,615 7,526
1999 1,306.0 1,856.0 3,162.0 3,333 3,677 7,010
2000 1,348.8 2,865.9 4,214.7 2,834 4,220 7,054
Sources: Construction Industry Research Board |

Department of Finance, Statistics & Demographic Research. |
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Current Bus System Data

August 2001
Level of Service
County Population* 1,716,868 Total Number of Stops 4,668
Urbanized Service Area (sq. mi.) 326 Total Number of Shelters 716
Route Mileage (round frip) 2,910
*Estmalion based on 2000 U.8. Census Bureau count & 2005 ABAG pomadation projeciion
Routes by Category Total: 77 Deployment Vehicles Scheduled
Grg .. 15 AMPeak ... 393
Midday .. ... 29
Crosstown ......oiiiii i 27 PMPeak ..........ccooiiiiiicnien. 402
Regular e 18 EVenings .....c.coocoiiiiiinniieiiiaennns 104
Limited Stop ..o, 7
Fesder .....oovvevvviiniier e 26 Saturday ... 207
Neighborhood  ...................... 22 SUNAAY e 188
Shutfle . 4
EXPress ....oooooivveiieeiriiieienn. 10 Total Active Fleet ....................... 493
Commute ST UUURUURY - | Base/Peak ..............ccccoeeiiiieiii. 67%
Reglonal ... 2
Park-and-Ride Lots Bus Light Rall Caltrain Total
Number of Lots 15 14 15 44
Number of Parking Spaces 770 5,901 4,383 11,054
Historical Data
Fiscal Active Scheduled Scheduled Annual Avg Woeokday
Year Figet Hours Miles Ridership (million} Ridership
1977 236 657,335 9,667,025 15.60 54,800
1978 250 680,351 9,874,025 15.74 54,200
1979 330 744,403 10,974,722 21.00 71,320
1980 410 866,922 13,208,223 27.22 93,690
1981 494 1,071,450 16,121,241 31.66 106,435
1982 654 1,289,275 19,315,699 34N 114,614
1983 654 1,375,751 20,486,007 34.87 117,921
1984 587 1,393,663 20,709,523 35.75 120,025
1985 542 1,423,306 21,054,147 35.83 121,031
1986 542 1,478,363 21,828,651 37.97 117,218
1987 542 1,623,996 22,743,434 34.16 114,845
1988 526 1,534,980 23,054,441 35.22 118,432
1989 518 1,524,689 22 904,636 36.44 124,958
1990 508 1,539,093 22,983,312 38.69 131,573
1991 512 1,686,495 23,683,679 41.65 141,147
1992 512 1,563,141 23,313,885 40.10 135,375
1993 474 1,437,719 21,544,840 38.94 131,368
1994 461 1,367,725 20,577,474 38.74 128,581
1995 460 1,367,258 20,401,172 39.18 130,390
1996 457 1,371,163 20,452,092 42.63 139,787
1997 468 1,407,690 20,721,893 45.89 150,224
1998 506 1,464,965 21,184,989 46.12 150,537
1999 522 1,565,500 22,399,973 47.49 154,082
2000 512 1,623,603 22,923,518 47.01 151,480
2001 502 1,616,941 22,640,489 47.24 152,708
B£30/01 Preparad by Operations Analysis x5668
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