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Minutes of the MTA Finance Committee Meeting
March 24, 2014
347 Madison Avenue
New York, NY
12:30 PM

The following Finance Committee members attended:
Hon. Andrew M. Saul, Chairman
Hon. Fernando Ferrer

Hon. Andrew Albert

Hon. Jonathan A. Ballan

Hon. John H. Banks III

Hon. Robert C. Bickford

Hon. Norman Brown

Hon. Allen P. Cappelli

Hon. Charles G. Moerdler

Hon. Mark Page

Hon. Mitchell H. Pally

Hon. James L. Sedore, Jr.

Hon. Carl V. Wortendyke

The following Finance Committee members did not attend:
Hon. Jeffrey A. Kay

The following Board Members were also present:
Hon. Susan G. Metzger
Hon. John J. Molloy

The following also attended:
Robert Foran

Douglas Johnson

Patrick McCoy

Jeffrey Rosen

Chairman Andrew M. Saul called the March 24, 2014 meeting of the Finance Committee to
order at 12:30 PM.

I. Public Comments
There were was one public speaker, Mr. Murray Bodin.

II. Approval of Minutes
The MTA Board approved the minutes to its prior meeting held on February 24, 2014.

-1



III. Committee Work Plan

There were no changes to the Work Plan.

IV. Budgets/Capital Cyele

A. BudgetWatch

Mr. Douglas Johnson noted that for the second month in a row, operating results were adversely
impacted by higher than normal snowfall. For the first two months of 2014, Central Park
experienced 11 days of snowfall and 49 inches of snow accumulation, more than three times the
16 inch norm for this period.

For the month, Mr. Johnson specifically noted that preliminary net results were mixed. Operating
results were mostly on target as unfavorable snow-related impacts to revenue and payroll
expenses - were offset by under-spending in OTPS categories. The snow reduced passenger
revenues at NYCT and Metro-North. It also reduced B&T toll revenue. LIRR passenger revenue
was favorable due to higher ridership and yield. The weather resulted in higher overtime costs
and lower recovery of overhead costs.

Also impacting the month’s results were favorable debt service expenses that were offset by
lower real estate transaction tax receipts. Unfavorable March real estate results served to partially
reverse very favorable results from the first two months of 2014. PMT collections were favorable
for the month which reversed much of the unfavorable variance from the previous two months.

Mr. Johnson stated that on a YTD basis, unfavorable operating results from January and
February snowfall were offset by favorable debt service and subsidy results. Combined
passenger and toll revenues through February were $29.6 million, or 2.7%, unfavorable, while
operating expenses were $20.5 million, or 1.3%, unfavorable; these unfavorable operating results
reflect lower utilization and higher overtime due to the unusually heavy snowfall. Debt service
costs through February were $39.0 million, or 10.1% favorable (some of this variance is timing-
related and will be reversed). :

Subsidies through March were net favorable by $58.6 million (6.8%), primarily from higher real
estate transaction tax receipts that were $60 million favorable YTD. The $60 million was
comprised of combined January and February results that were $85 million favorable partially
offset by March results that were $25 million unfavorable.

Mr. Johnson summed up BudgetWatch by stating that the MTA’s operating results were slightly
favorable relative to the Budget; however, it was primarily due to the favorable real estate

collection receipts in January and February. If March results were to continue, the favorable
results would be short-lived.

B. FinanceWatch

Mr. Patrick McCoy presented Finance Watch.



On February 26, 2014, MTA executed an 2,783,000 gallon ultra-low sulfur diesel fuel hedge
with J.P. Morgan Ventures Energy Corporation at an all-in price of $2.836/gallon. Three of
MTA’s existing approved commodity counterparties participated in bidding on the transaction:
Goldman, Sachs & Co./ J Aron, J.P. Morgan Ventures Energy Corporation and Merrill Lynch
Commodities Inc. The hedge covers the period from February 2015 through January 2016.

On February 21, 2014, MTA issued $400 million of MTA Transportation Revenue Bonds, Series
2014A, to finance existing approved transit and commuter projects, and to refund certain
outstanding Transportation Revenue Bonds. The refunding generated $19.2 million, or 13.1%,
of present value savings. The transaction was led by joint book-running senior managers
Morgan Stanley and Siebert Brandford Shank, together with WBE co-senior manager Lebenthal
& Co. Nixon Peabody served as bond counsel and Public Financial Management, Inc. served as
financial advisor.

Prior to the issuance of the TRB 2014 A bonds, Standard & Poor’s issued a rating upgrade of the
Transportation Revenue credit from “A” to “A+” with a positive outlook.

V. MTA Headquarters and All-Agency Items

A. Action Items

Mr. Johnson reported that there was one action item.

1. The All-Agency Annual Procurement Report

Mr. Johnson presented that the All-Agency Annual Procurement Report action item seeks
Committee authorization to file with the State of New York the annual MTA All-Agency
Procurement report for the period January 1, 2013 — December 31, 2013 as required under
Section 2879 of the State Public Authorities Law.

The Committee voted to recommend the action before the Board for approval.

B. Report and Information Item

Mr. Johnson reported that there were two Reports and Information Items.

1. MTA Prompt-Payment Annual Report 2013

This report reviews MTA-wide success in meeting mandated prompt-payment deadlines
including the interest penalties incurred as a result of late payment. In 2013, the MTA (Agency-
wide) paid a total of $53,068 in interest on a total invoice value of $9,608,014,147.



2. Change Orders to Capital Construction Contracts

Dr. Michael Horodniceanu presented the Change Orders to Capital Construction Contracts
information item.

Dr. Horodniceanu highlighted that all MTA Capital Construction (“MTA CC”) consultants are
procured based on Federal Transit Administration Regulations; and that MTA CC has three
major types of consultants: Program Management Consultants (“PMC”), Construction
Management Consultants (“CMC”), and General Engineering Consulitants (“GEC™).

Chairman Saul asked for Dr. Horodniceanu to explain the difference between a PMC and a
CMC.

Dr. Horodniceanu responded that CMCs focus on one contract and make sure that the
construction is performed in accordance with the specifications and design. The PMC is an
umbrella consultant that provides program management for the whole East Side Access (“ESA™)
project.

Mr. Albert inquired if the contract values presented for the consultants in the presentation were
for the life of ESA or were the figures likely to change.

Dr. Horodniceanu responded that some of the figures may change as they are dependent upon the
demands for that particular consulting service. Mr. Horodniceanu confirmed later in his
presentation that the figures will indeed increase because the amount currently authorized for the
PMC only funds the contract through 2015 and that consulting service will go beyond that
period.

Dr. Horodniceanu then presented the history of increases in awarded contract value to URS
Corporation (the PMC for ESA). The initial Board authorization in 1998 was for the first phase
award of $28.5 million out of a total project not to exceed amount of $164.1 million. That
amount has increased over time to the latest Board authorization of $585.3 million (which is both
the awarded contract value and amended not to exceed amount). Dr. Horodniceanu then noted
that 53% of the $585.3 million, or $310 million, of total billings were paid to sub-consultants,
including $117 million (or 20% of the total) to Disadvantaged Business Enterprise firms.

Dr. Horodniceanu also discussed how original contract fees were reduced below industry
standards via contract amendment negotiations in 2011 and 2012.

Dr. Horodniceanu stated that a 2010 Transportation Research Board report measuring project
management costs for Major Public Transportation Fixed Guideway Projects concluded that the
average proportion of such project management costs to project construction costs is 15.1%.
ESA PMC and CMC costs are currently 13.0% of ESA construction costs.

Mr. Page inquired whether MTA wouid have saved money if it had hired staff with the necessary
talent and skill to perform the required project management tasks versus hiring consultants.



Dr. Horodniceanu stated that the pool of individuals qualified to perform the required functions
is small and that MTA’s compensation structure is not competitive with what such individuals
can earn in the private sector.

Dr. Horodniceanu further noted that several talented MTA CC employees had taken consulting
jobs because of the higher compensation. Dr. Horodniceanu was not aware of a way to create a
consulting type of compensation structure within MTA CC, but was open to any suggestions or
assistance he could receive. '

Mr. Brown inquired about the way consulting costs are managed or controlled by MTA CC to
stay within the industry benchmark of 15% of construction costs.

Dr. Horodniceanu responded with an explanation of soft costs. Dr. Horodniceanu further stated
that MTA CC is frugal and efficient as its soft costs on construction projects range from 22 to
25% and the industry standard is 25 to 30%.

Mr. Malloy inquired about the responsibility and accountability of the consultants in monitoring
how much the project construction costs increase, and what is the plan going forward to manage
chstruction cost increases.

Dr. Horodniceanu responded that the management team of ESA was totally reshuffled as a new
Senior Program Executive (Bill Goodrich) was appointed, the number of top management
professionals was increased, and personnel with expertise in program controls was hired. Dr.
Horodniceanu also stated that a set of benchmarks have been put in place to control the project
costs and to ensure that they do not go over budget.

Chairman Saul asked whether the fee paid to a consultant above direct costs and overhead was
the consultant’s profit. Dr. Horodniceanu stated that the fee represented both a reimbursement of
expenses and profit. He explained that the actual profit margin for program management
consultants was in the 3-5% range above expenses. Mr. Saul asked Dr. Horodniceanu whether
the program management consultant has a financial incentive to extend the project schedule and
increase project costs so that the consultant’s compensation is increased. Dr. Horodniceanu
explained that MTA CC oversees the PMC to ensure that they are used as efficiently as possible.
Members then asked about overall ESA project costs and Mr. Horodniceanu stated that he
expected that ESA would cost in the range of $9.7 to $10.3 billion when completed in 2020.

Mr. Banks continued with an inquiry about the process of reconciling actual project costs of ESA
versus its budgeted costs, and based on this analysis, where were most of the cost overruns
occurring.

Dr. Horodniceanu responded that they use monthly indicators to track costs by job type and then
aggregate the information into a quarterly report. Dr. Horodniceanu further stated that most of
the cost overruns occurred in the area of construction, both as a result of higher bids and cost
overruns. Dr. Horodniceanu stated that MTA CC was in engaged in disputes with contractors
and that he would be willing to describe such disputes with the Committee, if requested, during
an Executive Session.
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Mr. Moerdler asked several questions for clarification and Dr. Horodniceanu confirmed the
following in response: Approximately $400 million of the $585.3 million cumulative contract
value awarded to the PMC was authorized prior to his joining MTA; URS Corporation was
awarded the contract to be the PMC for ESA in 1998, which was prior to his joining MTA; and
the areas in which the cost overruns have mostly occurred have been on physical construction
rather than on design.

C. Procurements

There were two procurements for HQ for a grand total of $3,566,267. There was one
competitive procurement with Oracle U.S.A for $3,486,000 and one ratification (non-
competitive) with International Salt Company for $80,267.

The Committee voted to recommend the procurement items before the Board for approval.

VI. Metro-North and Long Island Railroad

A. Action Items
There were no items for MNR.

There was one action item for LIRR requesting that the Board approve the following Hamptons
Reserve Ticket enhancements:
1. Change from two separate tickets to one Hamptons Reserve ticket that combines both rail
and seat charges, consistent with current pricing.
2. The new ticket will be valid only on the specific reserved day of travel on that specific
train.
3. Adjust refund policy as follows:
The ticket will be refundable as long as customers cancel their reservations (for both
Eastbound and Westbound weekend travel) no later than noon on the Thursday prior to
the specific date of travel for such ticket.
Consistent with current refund policy, customers who have their tickets already must
return them within 60 days from the date of sale, while customers who have paid but do
not have their tickets yet (i.e., last minute reservations) will receive refunds upon timely
receipt of the cancellation notice. All such refunds remain subject to the applicable $10
refund fee.

The Committee voted to recommend the action item before the Board for approval.

B. Procurements

There were four procurements for MNR totaling $67,235,000. Two were non-competitive
procurements (Sole Source) for a total $67,235,000: one was jointly with LIRR for $66,400,00
(MNR-$20,800,000 LIRR-$45,600,000).

There were two requests to use the RFP process jointly with LIRR, with amounts TBD.

There were no procurements for LIRR.



The Committee voted to recommend the procurement items before the Board for approval.

VI. NYCT/MTA Bus Operations

There were no action items for NYCT/MTA Bus.

VIII. Bridges and Tunnels

There were no action items for Bridges and Tunnels.

There was one procurement for Bridges and Tunnels, for a modification to a miscellaneous
service contract for a grand total of $1,677,277.

The Committee voted to recommend the procurement item before the Board for approval.
IX. FMTAC
There were no action or procurements items for FMTAC.

X. MTA Consolidated Reports

This month includes statement of operations; overtime reports; report on subsidies; positions;
subsidy, interagency loans and stabilization fund transactions; farebox recovery ratios; MTA
ridership; fuel hedge program.

XII. Real Estate Agenda

A. Action Items

Mr. Jeffrey Rosen announced that the developer of the overbuild on the Eastern Rail Yard
portion of the West Side Yard had delivered the platform completion guaranty, virtually ensuring
the completion of the platform and full development of the site.

Mr. Rosen then noted that there were nine action items for committee approval. Mr. Rosen
specifically discussed four action items: the authorization to enter into agreements with long stay
residential hotels to accommodate temporary relocation of residential tenants in connection with
Second Avenue Subway project; the All-Agency Real Property Disposition Guidelines and All-
Agency Personal Property Disposition Guidelines required by Public Authorities Law Sections
2895-2897; modification to the Guidelines for Selection of Tenants for Grand Central Terminal;
and approval of Final Environmental Impact Statement findings relating to Staten Island
Railway’s rail yard in St. George, Staten Island.

Mr. Moerdler inquired about MTA’s involvement with long stay residential hotels. Mr. Rosen
responded that this action item is related to temporarily relocating residents who live in a
building that is being underpinned as part of the Second Avenue Subway project as a safety
precaution.



Mr. Ballan inquired about a Staft Summary requesting Board approval of allowing parking
spaces leased in by Metro-North from an affiliate of the Dyson Foundation near the
Poughkeepsie Station to be used by visitors to Walkway Over the Hudson. Mr. Rosen clarified
that Metro-North would have the right to reduce or terminate the obligation to make spaces
available for such purposes if Metro-North has a future need. Mr. Rosen agreed to reword the
Staff Summary to more clearly reflect MTA’s rights with regard to its use of the parking spaces
on the property owned by the Dyson Foundation.

Mr. Ballan inquired about a proposed modification to the lease agreement between Apple Inc
and MTA at Grand Central Terminal. Mr. Rosen responded by stating that the modification
request is a matter of mutual convenience. Because of changed circumstances a different
elevator design was needed for Metro-North access to Carey’s Hole and the lease modification
would eliminate Apple’s obligation to build the originally contemplated, but now obsolete,
elevator design for servicing Carey’s Hole in return for Apple paying MTA the cost of such
elevator.

Mr. Ballan inquired about SIR operations being impacted by the St. George Waterfront
Redevelopment project. Mr. Rosen stated that no agreements will be entered into with the
developer of this project unless SIRTOA feels that any negative operational impacts have been
mitigated.

The Committee voted to recommend the nine action items before the Board for approval.

XIII. Executive Session

Mr. Saul requested that a motion be made to convene an executive session in accordance with
Section 105(1)(d) and (e) of the New York State Public Officers Law to discuss matters relating
to collective negotiations and matters of proposed, pending or current litigation.

The motion was duly made and seconded, and the Committee went into executive session.

Upon motion duly made and seconded, the Committee resumed in open session.

XIV. Adjournment

Upon motion duly made and seconded, the March 24, 2014 meeting of the Finance Committee
was adjourned.

Respectfully submitted,

Patrick Isom
Manager, Financial Analysis



2014 Finance Committee Work Plan

I. RECURRING AGENDA ITEMS

BudgetWatch
FinanceWatch

Approval of Minutes
Procurements (if any)
Action ltems (if any)

MTA Consolidated Reports

Il. SPECIFIC AGENDA ITEMS

May 2014
Action Item:

Station Maintenance Bilings Approval

Other:

Annual Pension Fund Report (Audit Commitiee Members to be invited)

Annual FMTAC Meeting
Annual FMTAC Investment Performance Report
Contract Change Order Report

June 2014
Action Item:
PWEF Assessment

Other:
Update on the Business Service Center

Update on IT Transformation

July 2014 :
2015 Preliminary Budget/July Financial Plan 2015-2018
(Joint Session with MTA Board)

September 2014
2015 Preliminary Budget/July Financial Plan 2015-2018

(materials previously distributed)

Action Item:

Resolution to Authorize the Execution, Filing and Acceptance of

Federal Funds
2015-2019 Capital Plan

Other:

Annual Report — Fuel Hedge Program
Contract Change Order Report
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Responsibility

MTA Div. Mgmt/Budget
MTA Finance

Board Secretary
Procurement

Agency

MTA Budget

Responsibility

MTA Comptroller

MTA Labor

MTA RIM

MTA RIM

MTA Capital Programs

MTA Capital Program
Mgmt/ MTA Div.
Mgmt/Budget

MTA Business Service
Service

MTA Information
Technology

MTA Div. Mgmt/Budget
MTA Div. Mgmt/Budget
MTA Grant Mgmt.

MTA Capital Programs

MTA Div. Mgmt/Budget
MTA Capital Programs



October 2014
2015 Preliminary Budget/July Financial Plan 2015-2018
(materials previously distributed)

Other:
Annual Review of MTA’s Derivative Portfolio
MTA 2014 Semi-Annual investment Report

November 2014
2015 Final Proposed Budget/November Financial Plan 2015-2018
(Joint Session with MTA Board)

Other:
Station Maintenance Biling Update

‘Review and Assessment of the Finance Committee Charter
Contract Change Order Report

December 2014
Adoption of 2015 Budget and 2015-2018 Financial Plan

Action Ifems:

MTA and TBTA Reimbursement Resolutions for Federal Tax Purposes
Authorization to issue Transportation Revenue Bonds, Dedicated Tax
Fund Bonds, TBTA General Revenue Bonds, and TBTA Subordinated

Revenue Bonds

Approval of Supplemental Resolutions Authorizing Refunding Bonds

Other:
Draft 2015 Finance Committee Work Plan

January 2015
Financing Issues:

Special Report: Finance Department 2014 Year-End Review

February 2015
Action Ilfems:

2014 TBTA Operating Surplus
Mortgage Recording Tax — Escalation Payments to Dutchess,
Orange and Rockland Counties

Other:
February Financial Plan 2015-2018
Contract Change Order Report

March 2015

Action Iltems:
All-Agency Real Property Disposition Guidelines and All-Agency
Personal Property Disposition Guidelines

All-Agency Annual Procurement Report
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MTA Div. Mgmt/Budget

MTA Finance
MTA Treasury

MTA Div. Mgmt/Budget

MTA Comptroller
MTA CFO
MTA Capital Programs

MTA Div. Mgmt/Budget

MTA Treasury
MTA Finance

MTA Finance

MTA Div. Mgmt/Budget

MTA Finance

B&T/MTA

MTA Treasury, MTA
Div. Mgmt/Budget

MTA Div. Mgmt/Budget
MTA Capital Programs

MTA Real Estate/MTA
Corporate Compliance
MTA Proc., Agencies



Other:

MTA Prompt Payment Annual Report 2014 MTA Business Service
Service
Change Orders to Capital Construction Contracts MTA Capital Construction
April 2015
Action ltem:
MTA 2014 Annual Investment Report MTA Treasury
Other:
Annual Report on Variable Rate Debt MTA Finance
DETAILS
MAY 2014

Action Item:
Station Maintenance Billings Approval

Under the Public Authorities Law, the Board is required to certify to the City and the counties in the

Metropolitan Transportation District the total costs to MTA for operating and maintaining Commuter
Railroad passenger stations. The City and county assessments are both now determined through a
formula.

Other:
Annual Pension Fund Report

The MTA Labor Division, representatives of the various pension fund boards, and their pension
consultants should be prepared to answer questions on a report, to be included in the Agenda
materials, that reviews the 2013 investment performance and other experience of the various MTA
pension funds. Among other matters, this report should (i) make recommendations on appropriate
investment-earnings assumptions in light of the experience of the past three years;

(ii) discuss the implications for asset allocations in light of such recommendations; (iii) discuss the
effect on (under) funding of the systems in light of such performance and recommendation; (iv)
provide appropriate comparisons with other public pension systems; and (v) solicit the opinions of
the Board Operating Committees on these recommendations in light of their effects on Agency
budgets.

Annual Meeting of the First Mutual Transportation Assurance Company

The MTA's Captive Insurance Company will hold its statutorily required annual meeting in which it
will review the prior year's operations as well as submit its financial statements and actuarial report
for final approval.

Annual First Mutual Transportation Assurance Company Investment Performance Report

The MTA Risk and Iinsurance Management Divisions, along with the FMTAC’s outside investment
managers, should be prepared to answer questions on a report that reviews outside-managers
performance.
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Contract Change Order Report

Change orders that would have required Board approval prior to the July 2013 Governance
Committee measure increasing the approval threshold to $750,000 are included in this quarterly
report, for information only. Such capital contract change orders are reported to the CPOC
Committee and such non-capital contract change orders are reported to the Finance Committee.

JUNE 2014
Action Item:
PWEF Assessment

The MTA Division of Management and Budget, assisted by MTA Capital Program Management,
should prepare the usual annual staff summary authorizing the payment of this assessment to the
State. The State levies an assessment of the value of construction-contract awards to cover its
cost of enforcing prevailing-wage legislation.

Other:

Business Service Center
The Business Service Center will provide an update on its initiatives and upcoming project
milestones. Operational performance metrics will also be shared.

IT Transformation

IT Management will present progress made to date to promote IT Transformation. A general
organizational overview will be provided and an outline of key milestones and project deliverables
will be shared. Initiatives that have made IT more resilient will also be discussed.

JULY 2014
2015 Preliminary Budget/July Financial Plan 2015-2018 (Joint Session with MTA Board)

The Chief Financial Officer and MTA Budget Division will present an updated forecast for 2014, a
Preliminary Budget for 2015, and an updated Financial Plan for 2015-2018.

SEPTEMBER 2014
2015 Preliminary Budget/July Financial Plan 2015-2018

Public comment will be accepted on the 2015 Preliminary Budget.

Action ltem:
Resolution to Authorize the Execution. Filing and Acceptance of Federal Funds

The MTA Office of Grant Management will hold a public hearing in accordance with Federal law and
then request the Board’s approval of a resolution that would auhorize the Chairman or a
designated officer to execute the applications and accept grants of financial assistance from the
Federal government.

2015-2019 Capital Plan

After the completion of its 2015-2034 Twenty Year Needs Assessment in September 2013, the
MTA commenced the development its 2015-2019 Capital Plan. Stakeholder engagement will take
place over the summer of 2014 with a planned submission to the MTA Board of Directors at its
September 2014 Board meeting. This will be followed by submission of the proposed plan to the
New York State Capital Program Review Board on or before October 1, 2014.
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Other:
Contract Change Order Report

Change orders that would have required Board approval prior to the July 2013 Governance
Committee measure increasing the approval threshold to $750,000 are included in this quarterly
report, for information only. Such capital contract change orders are reported to the CPOC
Committee and such non-capital contract change orders are reported to the Finance Committee.

OCTOBER 2014
2015 Preliminary Budget/July Financial Plan 2015-2018
Public comment will be accepted on the 2015 Preliminary Budget.

Other:

Annual Review of MTA’s Derivative Portfolio
The Finance Department will provide an update on MTA’s portfolio of derivative contracts.

MTA 2014 Semi-Annual Investment Report

The MTA Treasury Division should be prepared to answer questions on this voluminous report.

NOVEMBER 2014
2015 Final Proposed Budget/November Financial Plan 2015-2018 (Joint Session with MTA Board)

The Chief Financial Officer and MTA Budget Division will present an updated forecast for 2014, a
Final Proposed Budget for 2015, and an updated Financial Plan for 2015-2018.

Other:
Station Maintenance Billing Update

The MTA Comptroller Division will provide a report on the collection and audit status of station
maintenance billings issued as of June 1, 2014.

Review and Assessment of the Finance Committee Charter

MTA Chief Financial Officer will present the most updated Finance Committee Charter to the
Finance Committee members for them to review and assess its adequacy The annual assessment
is required under the current Committee Charter.

Contract Change Order Report

Change orders that would have required Board approval prior to the July 2013 Governance
Committee measure increasing the approval threshold to $750,000 are included in this quarterly
report, for information only. Such capital contract change orders are reported to the CPOC
Committee and such non-capital contract change orders are reported to the Finance Committee.
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DECEMBER 2014
Adoption of 2015 Budget and 2015-2018 Financial Plan

The Committee will recommend action to the Board on the Final Proposed Budget for 2015 and
2015-2018 Finandal Plan.

Action Item:

Approval of MTA and TBTA Reimbursement Resolutions for Federal Tax Purposes.

Board approval required to allow for the reimbursement of capital expenditures at a later date from
the proceeds of tax-exempt bond sales.

Approval of Supplemental Resolutions Authorizing Refunding Bonds

Board action required to allow for the refunding to fixed-rate bonds from time to time provided that
such refundings comply with the Board approved refunding policy.

Other:
Draft 2015 Finance Committee Work Plan

The MTA Chief Financial Officer will present a proposed 2015 Finance Committee Work Plan that
will address major issues, SBP and budget process issues, and reports required by statute.

JANUARY 2015

Other:
Special Report: Finance Department 2014 Year-End Review

The MTA Finance Department will present a report that summarizes financing activities for 2014.

FEBRUARY 2015

Action ltems:
2014 TBTA Operating Surplus

MTA Bridges and Runnels should be prepared to answer questions on a staff summary requesting
(1) transfer of TBTA 2014 Operating Surplus and Investment Income, (2) advances of TBTA 2015
Operating Surplus, and (3) the deduction from 2015 TBTA Operating Revenue, funds which shall
be paid into the Necessary Reconstruction Reserve.

Mortgage Recording Tax — Escalation Payments to Dutchess, Orange and Rockland Counties

By State statute, each of these counties is entitled to a share of MTA's MRT-2 tax receipts. The
amount may be no less than they received in 1987 (even if the taxes collected fali below the 1987
levels), but there are proportional upward adjustments if taxes collected in the particular county
exceed the 1987 totals. Such upward adjustments are expected to be required this year, based on
the 2009 experience thus far. The MTA Budget and Treasury Division will be prepared to answer
questions on the related Staff Summary authorizing the payments.
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Other:
February Financial Plan 2015-2018

The MTA Division of Management and Budget will present for information purposes a revised 2015-
2018 Financial Plan reflecting any technical adjustments from the Adopted Budget and the
incorporation of certain “below-the-line” policy actions into the baseline.

Contract Change Order Report

Change orders that would have required Board approval prior to the July 2014 Governance
Committee measure increasing the approval threshold to $750,000 are included in this quarterly
report, for information only. Such capital contract change orders are reported to the CPOC
Committee and such non-capital contract change orders are reported to the Finance Committee.

MARCH 2015
Action Items:

All-Agency Real Property Disposition Guidelines and All-Agency Personal Property Disposition
Guidelines

Board approval of above guidelines as required annually by Public Authorities Law Sections 2895
2897. MTA Real Estate and MTA Corporate Compliance should be prepared to answer questions
regarding these guidelines.

All-Agency Annual Procurement Report

The Agencies and the MTA Procurement Division should be prepared to answer questions on this
voluminous State-required report.

Other:
MTA Annual Prompt Payment Status Report 2014

The Senior Director of the MTA Business Service Center should be prepared to discuss a report, to
be included in the Agenda materials, that reviews MTA-wide success in meeting mandated prompt-
payment deadlines (including the interest penalties incurred as a resuit of late payment).

Change Orders to Capital Construction Contracts

MTA Capital Construction (MTACC) will discuss an analysis of the recent history of its large
consultant contracts. Discussion will include, but not be limited to, original contracts let, change
orders, rates, and overhead percentages.

APRIL 2014
Action Item:
MTA Annual Investment Report

The MTA Treasury Division should be prepared to answer questions on this voluminous State-
required repott.

Other:
Annual Report on Variable Rate Debt

The MTA Finance Department will present a report that summarizes the performance of the MTA’s
various variable-rate debt programs, including a discussion of the savings (compared to long-term

rates) achieved through variable rate debt and a discussion on the current policy and limits on the

use of variable rate debt.
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FinanceWatch

April 28, 2014

Escrow Restructuring
$184,395.000 General Purpose Revenue Bonds, Series 1994A and $104,495.000 Special Obligation
' Refunding Bonds, Series 1998A
On December 19, 2013, Bridges and Tunnels refunded a portion of Triborough Bridge

and Tunnel Authority, Subordinate Revenue Refunding Bonds, Series 2002E with taxable
Subordinate Revenue Refun.ding Bonds, Series 2013D in order to preserve possible benefits to
TBTA of a future restructuring of the related series 2002E escrows. In 2002, TBTA retained
early redemption rights on some of the bonds defeased by the 2002E series.

On February 6, 2014, TBTA restructured the related 2002E escrows and arranged for the
exercise of its retained call rights associated with the defeased bonds. On March 13, 2014, the
TBTA called the defeased bonds. The proceeds of the escrow restructuring were sufficient to
exercise such call rights and provide the TBTA with surplus proceeds of $53,166,226.41, these

proceeds are now available for TBTA capital investments.

Fuel Hedge
$7.,810,489.50 Diesel Fuel Hedge

On March 31, 2014, MTA executed an 2,783,000 gallon ultra-low sulfur diesel fuel hedge
with J.P. Morgan Ventures Energy Corporation at an all-in price of $2.8065/gallon. Three of

MTA's existing approved commodity counterparties participated in bidding on the transaction:
Goldman, Sachs & Co./ J Aron, J.P. Morgan Ventures Energy Corporation and Merrill Lynch
Commodities Inc. The hedge covers the period from March 2015 through February 2016.

New Money
$500,000,000 MTA Transportation Revenue Bonds, Series 2014B

On April 10, 2014, MTA priced $500 million of MTA Transportation Revenue Bonds,

Series 2014B, to finance éxisting approved fransit and commuter projects. The Series 2014B

bonds will be issued as tax-exempt fixed-rate bonds with a final maturity of November 15, 2044.
The transaction is scheduled to close on April 17, 2014. The transaction was led by Wells
Fargo Securities, together with MBE co-senior manager CastleOak Securities. Hawkins
Delafield & Wood served as bond counsel and Public Financial Management, Inc. served as
financial advisor.



Par Amount:

Net Premium:

All-in TIC:

Average Life:

Average Coupon

Final Maturity:
Underwriter’s Discount:
State Bond Issuance Fee:
Cost of Issuance:
Ratings (Moody’s/S &P/Fitch)
Senior Manager:

Special Co-Senior Managers:

TRB 2014B
$500.000 million
$51.791 million
4.38%

19.33 years
5.11%
11/15/2044
$4.80 ($2,398,042)
$8.33 ($4,165,014)
$1.51 ($754,750)
AZ/A+/A
Wells Fargo Securities

CastleOak Securities



METROPOLITAN TRANSPORTATION AUTHORITY
FEBRUARY FINANICAL PLAN - ADOPTED BUDGET

DEBT SERVICE
($ in millions)
March 2014
2014 %
Adopted
Budget Actual Variance | Variance Explanation

Dedicated Tax Fund: Timing of debt service deposits
NYC Transit $32.8 $30.7 $2.1 and lower than budgeted variable
Commuter Railroads 6.7 - 66 0.1 debt rates.

Dedicated Tax Fund Subfotal $39.5 $37.3 $2.2 5.5%
MTA Transportation Revenue: Timing of debt service deposits.
NYC Transit $70.6 $75.9 ($5.3)
Commuter Railroads 45.5 $47.1 (1.6)
MTA Bus 1.9 $2.4 (0.6)
MTA Transportation Subtotal $118.0 $125.4 (%7.5) -6.3%

Commercial Paper: Lower than budgeted rates, timing
NYC Transit $1.1 $0.0 $1.1 of interest payments.
Commuter Railroads 0.7 $0.0 0.7
MTA Bus 0.0 $0.0 0.0

Commercial Paper Subtotal $1.8 $0.0 $1.8 99.7%

2 Broadway COPs:

NYC Transit $1.5 $1.5 $0.0
Bridges & Tunnels 0.2 $0.2 0.0
MTA HQ 0.2 $0.2 0.0
2 Broadway COPs Subtotal $1.9 $1.9 $0.0 1.0%
TBTA General Resolution (2)
NYC Transit $14.7 $15.2 ($0.4)
Commuter Railroads 6.9 $7.1 (0.2)
Bridges & Tunnels 18.4 $18.3 0.0
TBTA General Resolution Subtotal $40.0 $40.7 (3$0.6) -1.5%

TBTA Subordinate (2) Timing of debt service deposits.
NYC Transit $5.5 $5.2 $0.3
Commuter Railroads 24 $2.3 0.1
Bridges & Tunnels 22 $2.1 0.1

TBTA Subordinate Subtotal $10.1 $9.6 $0.5 4.8%
|Total Debt Service | $211.4 | $2149] ($3.6)| 1.7%)
Debt Service by Agency:
NYC Transit $126.3 $128.5 ($2.3)
Commuter Railroads 62.2 63.1 (0.9)
MTA Bus 1.9 24 (0.6)
Bridges & Tunnels 20.8 206 0.1
MTAHQ 0.2 0.2 0.0
|Total Debt Service $211.4 $214.9 ($3.6) 1.7%

Notes:

(1) Forecasted debt service is calculated based upon projected monthly deposits from available pledged revenues into debt service accounts Actual
payments to bondholders are made from the debt service accounts when due as required for each series of bonds and do not conform to this schedule
(2) Generally, the calendanzation of monthly debt service deposits is calculated by dividing projected annual debt service by 12 Month to month vanations
("tming differences”) on the existing debt portfolio can occur based upon, among other things, (a) for all bonds, the date when income from the
securities in which the debt service accounts are invested becomes available vanes, (b) for variable rate financings, differences between (1) the
budgeted interest rate and the actual interest rate, (i) projected interest payment dates to bondholders and actual interest payment dates to
bondholders, and (iti) projected monthly funding dates for accrued debt service and actual funding dates, (c) for transactions with swaps,
the difference between when MTA/TBTA funds debt service and the receipt of the corresponding swap payment by the counterparty, and difference
between rates received and rates paid and (d) for commerciat paper, the interest payment date is the date of the matunty of the commercial paper and
the dealers set the term of the commercial paper from 1 to 270 days, which s not foreseeable at the time the annual debt service budgets are prepared
(3) Debt service 1s allocated among Transit, Commuter, MTA Bus, and TBTA categories based on actual spending of bond proceeds for approved
capital projects. Allocation of 2 Broadway COPs I1s based on occupancy.

Totals may not add due to rounding.




METROPOLITAN TRANSPORTATZION AUTHORITY

FEBRUARY FINANICAL PLAN - ADOPTED BUDGET

DEBT SERVICE
($ in millions)

March 2014 Year-to-Date

%
Adopted
Budget Actual Variance | Variance Explanation

Dedicated Tax Fund: Timing of bond issuances and
NYC Transit $98.4 $92.8 $5.6 lower than budgeted variable
Commuter Railroads 20.1 $19.1 1.1 debt rates.

Dedicated Tax Fund Subtotal $118.6 $111.8 $6.7 5.7%

MTA Transportation Revenue: Timing of bond issuances and
NYC Transit $190.7 $184.6 $6.1 lower than budgeted variable
Commuter Railroads 123.2 $114.7 8.4 debt rates.

MTA Bus 5.0 $7.1 (2.1)
MTA Transportation Subtotal $318.9 $306.4 $12.5 3.9%

Commercial Paper: Lower than bedgeted rates, timing
NYC Transit $3.3 $0.1 $3.2 of interest payments.
Commuter Railroads 21 $0.0 21
MTA Bus 0.0 $0.0 0.0

Commercial Paper Subtotal $5.5 $0.1 $5.4 98.0%

2 Broadway COPs:

NYC Transit $4.4 $44 $0.0
Bridges & Tunnels 0.6 $0.6 0.0
MTA HQ 0.6 $0.6 0.0
2 Broadway COPs Subtotal $5.7 $5.6 $0.0 0.9%

TBTA General Resolution (2) Timing of bond issuances and
NYC Transit $44.2 $41.9 $2.3 lower than budgeted variable
Commuter Railroads 20.8 $19.7 1.1 debt rates.

Bridges & Tunnels 55.1 $50.6 45
TBTA General Resolution Subfotal $120.1 $112.2 $7.9 6.6%

TBTA Subordinate (2) Lower than budgeted variable
NYC Transit $16.5 $15.0 $1.5 debt rates.

Commuter Railroads 7.3 $6.6 0.7
Bridges & Tunnels 6.5 $5.9 0.6
TBTA Subordinate Subtotal $30.3 $27.5 $2.8 9.4%
|Total Debt Service | $509.1| $563.7|  $35.4 | 5.9%|

Debt Service by Agency:

NYC Transit $357.6 $338.7 $18.9
Commuter Railroads 173.5 160.1 13.4
MTA Bus 5.0 71 (2.0)
Bridges & Tunnels 62.3 571 51
MTAHQ 0.6 0.6 0.0
[Total Debt Service $599.1 $563.7 $35.4 5.9%

Notes:

(1) Forecasted debt service is calculated based upon projected monthly deposits from available pledged revenues into debt service accounts Actual
payments to bondholders are made from the debt service accounts when due as required for each series of bonds and do not conform to this schedule
(2) Generally, the calendanization of monthly debt service deposits 1s calculated by dividing projected annual debt service by 12 Month to month variations
(“timing differences”) on the existing debt portfolio can occur based upon, among other things, (a) for all bonds, the date when income from the
securities in which the debt service accounts are invested becomes available varies, (b) for vanable rate financings, differences between (1) the
budgeted interest rate and the actual interest rate, (1) projected interest payment dates to bondholders and actual interest payment dates to
bondholders, and (iii) projected monthly funding dates for accrued debt service and actual funding dates, (c) for transactions with swaps,
the difference between when MTA/TBTA funds debt service and the receipt of the corresponding swap payment by the counterparty, and difference
between rates received and rates paid and (d) for commercial paper, the interest payment date is the date of the matunty of the commercial paper and
the dealers set the term of the commercial paper from 1 to 270 days, which is not foreseeable at the time the annual debt service budgets are prepared
(3) Debt service I1s allocated among Transit, Commuter, MTA Bus, and TBTA categories based on actual spending of bond proceeds for approved
capital projects. Allocation of 2 Broadway COPs is based on occupancy

Totals may not add due to rounding.




Transportation Revenue Bonds

METROPOLITAN TRANSPORTATION AUTHORITY
VARIABLE RATE: WEEKLY MODE
RATE RESETS REPORT (Trailing 6-Weeks)

Issue TRB 2005E-1 TRB 2005E-2 TRB 2005D-1 TRB 20118
Remarketing Agent| BofA Merrill Lynch J.P.Morgan Merrill Lynch Merrill Lynch
Liquidity Provider| BofA Merrill Lynch J.P.Morgan Helaba Bank of America
Liquidity/Insurer LoC LoC LoC LoC
Par Qutstanding {$m) 100.00 75.00 150.00 99.56
Swap Notional ($m) 60.00 45.00 150.00 27.94
Spread to Spread to Spread to Spread to
Date SIFMA Rate SIFMA Rate SIFMA Rate SIFMA Rate SIEMA
2/26/2014  0.03% 0.03% 0.00% 0.04% 0.01% 0.05% 0.02% 0.03% 0.00%
3/5/2014  0.04% 0.03% -0.01% 0.06% 0.02% 0.05% 0.01% 0.03% -0.01%
3/12/2014  0.05% 0.04% -0.01% 0.07% 0.02% 0.06% 0.01% 0.04% -0.01%
3/19/2014  0.06% 0.05% -0.01% 0.07% 0.01% 0.07% 0.01% 0.05% -0.01%
3/26/2014  0.06% 0.07% 0.01% 0.06% 0.00% 0.08% 0.03% 0.07% 0.01%
4/2/2014  0.06% 0.05% -0.01% 0.08% 0.02% 0.08% 0.02% 0.05% -0.01%
Dedicated Tax Fund Bonds
Issue DTF 2002B-1 DTF 2008A-1 DTF 2008A-2
Remarketing Agent| Morgan Stanley Morgan Stanley Goldman
Liquidity Provider| State Street Bank Morgan Stanley Bank of Tokyo
Liquidity/lnsurer LoC LoC LoC
Par Qutstanding ($m) 150.00 170.81 170.80
Swap Notional ($m) None 167.45 167.45
Spread to Spread to Spread to
Date SIFMA Rate SIFMA Rate SIEMA Rate SIEMA
2/26/2014  0.03% 0.02% -0.01% 0.04% 0.01% 0.03% 0.00%
3/5/2014  0.04% 0.03% -0.01% 0.05% 0.01% 0.03% -0.01%
3/12/2014  0.05% 0.05% 0.00% 0.07% 0.02% 0.04% -0.01%
3/19/2014  0.06% 0.05% -0.01% 0.07% 0.01% 0.05% -0.01%
3/26/2014  0.06% 0.05% -0.01% 0.07% 0.01% 0.05% -0.01%
4/2/2014  0.06% 0.05% -0.01% 0.07% 0.01% 0.05% -0.01%
JTBTA General Revenue Bonds
Issue TBTA 2005B-3
Remarketing Agent] BofA Merrill Lynch
Liquidity Provider BofA
Liguidity/Insurer SBPA
Par Qutstanding ($m) 194.00
Swap Notional ($m) 194.00
Spread to
Date SIFMA Rate SIFMA
2/26/2014  0.03% 0.04% 0.01%
3/5/2014  0.04% 0.03% -0.01%
3/12/2014 0.05% 0.06% 0.01%
3/19/2014  0.06% 0.07% 0.01%
3/26/2014  0.06% 0.07% 0.01%
4/2/2014  0.06% 0.07% 0.01%
TBTA General Revenue and Subordinate Revenue Bonds
Issue TBTA 2001B TBTA 2001C TBTA 2003B-1 TBTA 2003B-2
Remarketing Agent Citigroup Citigroup Citigroup Citigroup
Liquidity Provider State Street JP Morgan CALPERS CALSTRS
Liquidity/Insurer LoC SBPA LoC LoC
Par Qutstanding {$m) 122.57 122.57 88.50 47.79
Swap Notional ($m) None None None None
Spread to * Spread to Spread to Spread to
Date SIFMA Rate SIFMA Rate - SIFMA Rate SIFMA Rate SIFMA
2/25/2014  0.03% 0.02% -0.01% 0.04% 0.01% 0:03% 0.00% 0.03% 0.00%
3/4/2014 + 0.04% 0.02% -0.02% 0.04% 0.00% 0.03% -0.01% 0.03% «0.01%
3/11/2014  0.05% 0.04% -0.01% 0.05% 0.00% 0.04% -0.01% 0.04% -0.01%
3/18/2014 0.06% 0.05% -0.01% 0.06% 0.00% 0.05% -0.01% 0.05% -0.01%
3/25/2014 0.06% 0.06% 0.00% 0.07% 0.01% 0.06% 0.00% 0.06% 0.00%
41112014 0.06% 0.05% -0.01% 0.06% 0.00% 0.05% -0.01% 0.05% -0.01%
Issue TBTA 2005A-2 TBTA 2005A-3 TBTA SUB 2000AB TBTA SUB 2000CD
Remarketing Agent US Bancorp US Bancorp JP Morgan Citigroup
Liquidity Provider CALSTRS U.S. Bank JPMorgan Lloyds TSB (NY)
Liquidity/Insurer LoC LoC SBPA/Assured SBPA/Assured
Par Outstanding ($m) 31.24 36.99 95.30 52.55
Liquidity/Insurer None None 95.30 None
Outstanding Spread to Spread to Spread to Spread to
($m) SIFMA Rate SIEMA Rate SIEMA Rate SIEMA Rate SIEMA
2/25/2014  0.03% 0.03% 0.00% 0.03% 0.00% 0.23% 0.20% 0.20% 0.17%
3/4/2014  0.04% 0.03% -0.01% 0.03% -0.01% 0.23% 0.19% 0.20% 0.16%
3/11/2014  0.05% 0.04% -0.01% 0.04% -0.01% 0.23% 0.18% 0.20% 0.15%
3/18/2014 0.06% 0.05% -0.01% 0.04% -0.02% 0.23% 0.17% 0.20% 0.14%
3/25/2014  0.06% 0.05% -0.01% 0.04% -0.02% 0.23% 0.17% 0.20% 0.14%
4/1/2014  0.06% 0.05% -0.01% 0.05% -0.01% 0.23% 0.17% 0.20% 0.14%

Report Date 4/4/2014




METROPOLITAN TRANSPORTATION AUTHORITY
VARIABLE RATE: FLOATING RATE NOTES
RATE RESETS REPORT (Trailing 6-Weeks)

Transportation Revenue Bonds

Issue TRB 2002D-2 TRB 2002G-1a TRB 2002G-1b TRB 2002G-1c
Remarketing Agent Wells Fargo N/A N/A N/A
Initial Purchase Date Note 1 11/11/2014 11/1/2015 11/1/2016
Liquidity/insurer CCA/Assured None None None
Par Outstanding ($m) 200.00 12.27 12.76 13.26
Swap Notional ($m) 200.00 11.49 11.95 12.42
Spread Spread Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA| Rate toSIFMA{ Rate toSIFMA|-
2/26/2014 0.03% 0.93% 0.90% 0.31% 0.28% 0.61% 0.58% 0.80% 0.77%
3/5/2014 0.04% 0.93% 0.89% 0.30% 0.26% 0.60% 0.56% 0.79% 0.75%
3/12/2014 0.05% | 0.93% 0.88% 0.30% 0.25% 0.60% 0.55% 0.79% 0.74%
3/19/2014 0.06% | 0.93% 0.87% 0.30% 0.24% 0.60% 0.54% 0.79% 0.73%
3/26/2014 0.06% | 0.93% 0.87% 0.30% 0.24% 0.60% 0.54% 0.79% 0.73%
4/2/2014 0.06% | 0.93% 0.87% 0.30% 0.24% 0.60% 0.54% 0.79% 0.73%
Issue] TRB 2002G-1d TRB 2002G-1f TRB 2002G-1g TRB 2002G-1h
Remarketing Agent N/A N/A N/A N/A
Initial Purchase Date 111112017 11/1/2014 11/11/2015 11/1/2016
Liquidity/Insurer None None None None
Par Outstanding ($m) 13.80 42.58 42.55 56.89
Swap Notional ($m) 13.80 42.58 42.55 56.89
Spread Spread Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA| Rate toSIFMA| Rate toSIFMA
2/26/2014 0.03% { 0.94% 0.91% 0.51% 0.48% 0.76% 0.73% 0.96% 0.93%
3/5/2014 0.04% 0.93% 0.89% 0.50% 0.46% 0.75% 0.71% 0.95% 0.91%
3/12/2014 0.05% 0.93% 0.88% 0.50% 0.45% 0.75% 0.70% 0.95% 0.90%
3/19/2014 0.06% | 0.93% 0.87% 0.50% 0.44% 0.75% 0.69% 0.95% 0.89%
3/26/2014 0.06% | 0.93% 0.87% 0.50% 0.44% 0.75% 0.69% 0.95% 0.89%
4/2/2014 0.06% | 0.93% 0.87% 0.50% 0.44% 0.75% 0.69% 0.95% 0.89%
Issue TRB 2012A-2 TRB 2012A-3
Remarketing Agent BoNY Mellon BoNY Mellon
Initial Purchase Date 05/15/14 05/15/15
Liquidity/Insurer None None
Par Outstanding ($m) 50.00 50.00
Swap Notional (§m) None None
Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA
2/26/2014 0.03% | 0.22% 0.19% 0.42% 0.39%
3/5/2014 0.04% 0.23% 0.19% 0.43% 0.39%
3/12/2014 0.05% | 0.24% 0.19% 0.44% 0.39%
3/19/2014 0.06% | 0.25% 0.19% 0.45% 0.39%
3/26/2014 0.06% | 0.25% 0.19% 0.45% 0.39%
4/2/2014 0.06% | 0.25% 0.19% 0.45% 0.39%
Issue TRB 2012G-1 TRB 2012G-2 TRB 2012G-3 TRB 2012G-4
Remarketing Agent JP Morgan JP Morgan JP Morgan JP Morgan
Initial Purchase Date 11/1/2014 11/1/2015 11/1/2016 11/1/2017
Liquidity/Insurer None None None None
Par Outstanding ($m) 84.45 125.00 75.00 74.03
Swap Notional ($m) 84.45 125.00 75.00 74.03
Spread Spread Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA| Rate toSIFMA| Rate to SIFMA
2/26/2014 0.03% | 0.53% 0.50% 0.64% 0.61% 0.81% 0.78% 0.95% 0.92%
3/5/2014 0.04% | 0.52% 0.48% 0.63% 0.59% 0.80% 0.76% 0.94% 0.90%
3/12/2014 0.05% | 0.52% 0.47% 0.63% 0.58% 0.80% 0.75% 0.94% 0.89%
3/19/2014 0.06% | 0.52% 0.46% 0.63% 0.57% 0.80% 0.74% 0.94% 0.88%
3/26/2014 0.06% | 0.52% 0.46% 0.63% 0.57% 0.80% 0.74% 0.94% 0.88%
4/2/2014 0.06% | 0.52% 0.46% 0.63% 0.57% 0.80% 0.74% 0.94% 0.88%




Dedicated Tax Fund Bonds

Issue{ DTF 2002B-3a DTF 2002B-3b DTF 2002B-3¢ DTF 2002B-3d
Remarketing Agent] Morgan Stanley Morgan Stanley Morgan Stanley Morgan Stanley
Maturity Date 11/01/17 11/01/18 11/01/19 11/01/20
Liquidity/Insurer None None None None
Par Qutstanding ($m) 46.60 48.60 50.70 15.90
Swap Notional ($m) None None None None
Spread Spread Spread Spread
Date SIFMA | Rate toSIFMA| Rate toSIFMA| Rate toSIFMA| Rate to SIFMA
2/26/2014 0.03% 0.78% 0.75% 0.93% 0.90% 0.98% 0.95% 1.03% 1.00%
3/5/2014 0.08% | 0.79% 0.75% 0.94% 0.90% 0.99% 0.95% 1.04% 1.00%
3/12/2014 0.05% | 0.80% 0.75% 0.95% 0.90% 1.00% 0.95% 1.05% 1.00%
3/19/2014 0.06% | 0.81% 0.75% 0.96% 0.90% 1.01% 0.95% 1.06% 1.00%
3/26/2014 0.06% | 0.81% 0.75% 0.96% 0.90% 1.01% 0.95% 1.06% 1.00%
4/2/2014 0.06% | 0.81% 0.75% 0.96% 0.90% 1.01% 0.95% 1.06% 1.00%
Issue| DTF 2008B-3a DTF 2008B-3b DTF 2008B-3c
Remarketing Agent] Goldman Sachs Goldman Sachs Goldman Sachs
Maturity Date 11/01/12 11/01/13 11/01/114
Liquidity/Insurer None None None
Par Outstanding ($m) 35.00 54.47 44.74
Swap Notional ($m) None None None
Spread Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA| Rate toSIFMA
2/26/2014 0.03% | 0.26% 0.23% 0.39% 0.36% 0.71% 0.68%
3/5/2014 0.04% | 0.27% 0.23% 0.40% 0.36% 0.72% 0.68%
3/12/2014 0.05% | 0.28% 0.23% 0.41% 0.36% 0.73% 0.68%
3/19/2014 0.06% | 0.29% 0.23% 0.42% 0.36% 0.74% 0.68%
3/26/2014 0.06% | 0.29% 0.23% 0.42% 0.36% 0.74% 0.68%
4/212014 0.06% | 0.29% 0.23% 0.42% 0.36% 0.74% 0.68%
TBTA General Revenue Bonds
Issue| TBTA 2005B-4a TBTA 2005B-4b TBTA 2005B-4c TBTA 2005B-4d TBTA 2005B-4e
Remarketing Agent N/A N/A N/A N/A N/A
Initial Purchase Date 1172014 11172014 172015 11172016 1A72017
Liquidity/Insurer None None None None None
Par Outstanding ($m) 28.80 37.50 38.70 43.80 45.20
Swap Notional ($m) 28.80 37.50 38.70 43.80 45.20
Spread Spread Spread Spread Spread
Date SIFMA Rate toSIFMA| Rate toSIFMA| Rate toSIFMA| Rate toSIFMA| Rate toSIFMA
2/26/2014 0.03% 0.49% 0.46% 0.63% 0.60% 0.48% 0.45% 0.70% 0.67% 0.76% 0.30%
3/5/2014 0.04% 0.48% 0.44% 0.62% 0.58% 0.47% 0.43% 0.69% 0.65% 0.75% 0.31%
3/12/2014 0.05% 0.48% 0.43% 0.62% 0.57% 0.47% 0.42% 0.69% 0.64% 0.75% 0.32%
3/19/2014 0.06% | 0.48% 0.42% 0.62% 0.56% 0.47% 0.41% 0.69% 0.63% 0.75% 0.33%
3/26/2014 0.06% | 0.48% 0.42% 0.62% 0.56% 0.47% 0.41% 0.69% 0.63% 0.75% 0.33%
4/2/2014 0.06% | 0.48% 0.42% 0.62% 0.56% 0.47% 0.41% 0.69% 0.63% 0.75% 0.33%
TBTA SUB TBTA SUB
Issue 2013D-2a 2013D-2b
Remarketing Agent N/A N/A
Initial Purchase Date 17172014 1/1/2014
Liquidity/Insurer None None
Par Outstanding ($m) 58.02 90.45
Swap Notional ($m) N/A N7A
Spread Spread
Date SIFMA | Rate toSIFMA| Rate toSIFMA
2/26/2014 0.03% | 0.56% 0.53% 0.81% 0.78%
3/5/2014 0.04% | 0.56% 0.52% 0.81% 0.77%
3/12/2014 0.05% | 0.56% 0.51% 0.81% 0.76%
3/19/2014 0.06% | 0.56% 0.50% 0.81% 0.75%
3/26/2014 0.06% | 0.56% 0.50% 0.81% 0.75%
4/2/2014 0.06% | 0.55% 0.49% 0.80% 0.74%

The TRB 2002D-2 Bonds are privately placed. Wells Fargo is the liquidity provider for these bonds.
Report Date 4/4/2014




Transportation Revenue Bonds

METROPOLITAN TRANSPORTATION AUTHORITY

VARIABLE RATE: DAILY MODE

RATE RESETS REPORT (Trailing 10 Days)

Issue TRB 2005D-2 TRB 2005E-3
Dealer Morgan Stanley PNC Capital
Liguidity Provider Helaba PNC
Type of Liquidity LoC LoC
Par Outstanding ($m) 100.00 75.00
Swap Notional ($m) 100.00 45.00
Spread to Spread to
Date SIFMA Rate SIFMA Rate SIFMA
3/26/2014 0.06% 0.07% 0.01% 0.04% -0.02%
3/27/2014 0.06% 0.08% 0.02% 0.05% -0.01%
3/28/2014 0.06% 0.10% 0.04% 0.06% 0.00%
3/29/2014 0.06% 0.10% 0.04% 0.06% 0.00%
3/30/2014 0.06% 0.10% 0.04% 0.06% 0.00%
3/31/2014 0.06% 0.10% 0.04% 0.06% 0.00%
4/1/2014 0.06% 0.09% 0.03% 0.04% -0.02%
4/2/2014 0.06% 0.07% 0.01% 0.02% -0.04%
4/3/2014 0.06% 0.05% -0.01% 0.02% -0.04%
4/4/2014 0.06% 0.05% -0.01% 0.02% -0.04%
TBTA General Revenue Bonds
Issue TBTA 2002F TBTA 2003B-3 TBTA 2005A-1 TBTA 2005B-2a
Dealer JP Morgan US Bancorp US Bancorp JP Morgan
Liquidity Provider Helaba US. Bank CALPERS CALPERS
Type of Liquidity LoC LoC LoC LoC
Par Outstanding ($m) 202.61 56.63 57.80 88.99
Swap Notional ($m) 194.00 None 24.06 88.99
Spread to Spread to Spread to Spread to
Date SIFMA Rate SIFMA Rate SIFMA Rate SIFMA Rate SIFMA
3/26/2014 0.06% 0.08% 0.02% 0.04% -0.02% 0.05% -0.01% 0.06% 0.00%
3/27/2014 0.06% 0.08% 0.02% 0.04% -0.02% 0.05% -0.01% 0.06% 0.00%
3/28/2014 0.06% 0.09% 0.03% 0.06% 0.00% 0.06% 0.00% 0.07% 0.01%
3/29/2014 0.06% 0.09% 0.03% 0.06% 0.00% 0.06% 0.00% 0.07% . 0.01%
3/30/2014 0.06% 0.09% 0.03% 0.06% 0.00% 0.06% 0.00% 0.07% 0.01%
3131/2014 0.06% 0.09% 0.03% 0.06% 0.00% 0.06% 0.00% 0.07% 0.01%
4/1/2014 0.06% 0.06% 0.00% 0.04% -0.02% 0.04% -0.02% 0.04% -0.02%
4/2/12014 0.06% 0.04% -0.02% 0.02% -0.04% 0.02% -0.04% 0.02% -0.04%
4/3/2014 0.06% 0.40% 0.34% 0.02% -0.04% 0.02% -0.04% 0.02% -0.04%
4/4/2014 0.06% 0.40% 0.34% 0.02% -0.04% 0.02% -0.04% 0.02% -0.04%
Issue TBTA 2005B-2b TBTA 2005B-2¢
Dealer JP Morgan US Bancorp
Liquidity Provider CALPERS US. Bank
Type of Liquidity LoC LoC
Par Outstanding ($m) 48.10 56.91
Swap Notional ($m) 48.10 56.91
Spread to Spread to
Date SIFMA Rate SIFMA Rate SIFMA
3/26/2014 0.06% 0.06% 0.00% 0.04% -0.02%
3/27/2014 0.06% 0.06% 0.00% 0.04% -0.02%
3/28/2014 0.06% 0.07% 0.01% 0.06% 0.00%
3/29/2014 0.06% 0.07% 0.01% 0.06% 0.00%
3/30/2014 0.06% 0.07% 0.01% 0.06% 0.00%
3/31/2014 0.06% 0.07% 0.01% 0.06% 0.00%
4/1/2014 0.06% 0.04% -0.02% 0.04% -0.02%
4/2/2014 0.06% 0.02% -0.04% 0.02% -0.04%
4/3/2014 0.06% 0.02% -0.04% 0.02% -0.04%
4/4/2014 0.06% 0.02% -0.04% 0.02% -0.04%
Report Date 4/4/2014




METROPOLITAN TRANSPORTATION AUTHORITY VARIABLE RATE REPORT: AUCTION

RATE
| WEEKLY AUCTIONS |
LIBOR
Formula Fail
Rate LIBOR Formula Fail Rate
COPs COPs COPs
Issue| TRB 2002B-1 2004A-1 2004A-2 2004A-3
Outstanding Par ($ M) 96.150 9.550 10.200 37.250
Swap Notional ($m) None 9.550 10.200 37.250
Final Maturity 11/1/2022 1/1/2030 1/1/2030 1/1/2030
JP Morgan JP Morgan JP Morgan
Broker Dealer(s) Merrill Lynch Merrill Lynch JP Morgan Merrill Lynch
Insurer Assured Ambac Ambac Ambac
Auction Frequency Tuesday Monday Tuesday Wednesday
Feb. 17 thru Feb. 21, 2014 0.308% 0.425% 0.424% 0.425%
Feb. 24 thru Feb. 28, 2014 0.309% 0.425% 0.425% 0.425%
Mar. 3 thru Mar. 7, 2014 0.313% 0.427% 0.430% 0.428%
Mar. 10 thru Mar. 14, 2014 0.312% 0.426% 0.428% 0.428%
Mar. 17 thru Mar. 21, 2014 0.314% 0.430% 0.431% 0.433%
Mar. 24 thru Mar. 28, 2014 0.308% 0.424% 0.423% 0.421%
. Mar. 31 thru Apr. 4, 2014 0.302% 0.418% 0.415% 0.418%
Corresponding Libor Rate 0.151% 0.152% 0.151% 0.152%
Fail Rate 200% 275% 275% 275%
[ 28 & 35 DAY AUCTIONS |
LIBOR Formula Fail Rate
COPs COPs
Issue| TRB 2002B-2 2004A-4 2004A-5
Outstanding Par ($ M) 95.525 34.950 3.700
Swap Notional ($m) None 34.950 3.700
Final Maturity 11/1/2022 1/1/2030 1/1/2030
JP Morgan
Broker Dealer(s) Merrill Lynch JP Morgan JP Morgan
Insurer Assured Ambac Ambac
Auction Frequency 28-Days 35-Days 35-Days
November 2013 0.330% 0.492% 0.463%
December 2013 0.330% 0.462% 0.451%
January 2014 |- 0.316% 0.441% 0.432%
February 2014 0.309% 0.425% 0.428%
March 2014 0.315% 0.425% 0.417%
Corresponding Libor Rate 0.158% 0.155% 0.152%
Fail Rate 200% 275% 275%
Report Date 4/4/2014




MTA DEBT OUTSTANDING (8 in Millions)

Type of Credit

Underlying Ratings
(Moody's /S&P / Fitch/ Kroll)

MTA Transportation

Revenue Bonds
(A2/A+/A)

BANS 2013A Key Bank Series
BANS 2013A ML Sertes

TBTA General
Revenue Bonds

(Aad/AA-JAA-/ AA)

4/4/2014
Qutstanding
Synthetic
BPA Sale Principal Iss. Fixed Variable Fixed Total

Series Date Final Maturity Amount Amount Amount Amount | Outstanding TIC' Notes
2002A 5/9/02 11/15/2032 2,894.185 84 965 - - 84.965 531
2002B 5/28/02 11/1/2022 210 500 - 191675 - 191 675 152
2002D 5/29/02 11/1/2032 400 000 174 725 - 200 000 374 725 473
2002E 6/12/02 11/15/203 1 397495 18425 - - 18425 513
2002G 11/15/02 11/1/12026 400 000 . 12.270 181 830 194 100 365
2003A 5/8/03 11/15/2032 475 340 114 355 - - 114 355 449
2003B 7/30/03 11/15/2032 751.765 71080 - - 71080 510
2005A 2/9/05 11/15/2035 650 000 429 280 - - 429 280 476
2005B 6/22/05 11/15/2035 750 000 575.225 - - 575 225 4 80
2005C 10/19/05 11/15/2016 150 000 44,395 - - T 44395 419
2005D 11/1/05 11/1/2035 250 000 - - 250000 250 000 453
2005E 11/1/05 11/1/2035 "250.000 - 100 000 150 000 250 000 367
2005F 11/16/05 11/15/2035 468 760 357.055 - - 357 055 488
2005G 12/7/05 11/1/2026 250 000 233 540 - - 233 540 434
2006A 7/13/06 11/15/2035 475.000 391 830 - - 391 830 489
2006B 12/13/06 11/15/2036 717.730 659 420 - - 659 420 452
2007A 6/27/07 11/15/2037 425615 379 335 - - 379 335 484
2007B 12/6/07 11/15/2037 415.000 371 250 - - 371 250 4.5
2008A 2/13/08 11/15/2038 512.470 480 700 - - 480 700 491
2008B 2/13/08 11/15/2030 487 530 414 720 - - 414 720 309
2008C 10/17/08 11/15/2013 550.000 485 000 - - 485 000 668
2009A 10/6/09 11/15/2039 502.320 461.875 - - 461 875 379
2010A 1/6/10 11/15/2039 363 945 363 945 - - 363 945 444
2010B 2/4/10 11/15/2039 656 975 641 975 - - 641 975 429
2010C 6/30/10 11/15/2040 510485 487 710 - - 487 710 427
CP2 9/16/10 11/15/2015 900 000 - 550000 - 550 000 132
2010D 11/23/10 11/15/2040 754 305 716 540 - - 716 540 5.15
2010E 12/21/10 11/15/2040 750 000 750 000 - - 750 000 457
2011A 7/12/11 11/15/2046 400 440 392.490 - - 392 490 495
2011B 9/13/11 11/1/2041 99 560 - 71625 27.935 99 560 2.08
2011C 11/2/11 11/15/2028 197.950 191 435 - - 191 435 399
2011D 11/30/11 11/15/2046 480 165 462 295 - - 462 295 457
2012A 3/7/12 11/15/2042 150.000 50 000 100 000 - 150 000 170
2012B 3/7/12 11/15/2039 250000 241 480 - - 241 480 385
2012C 4/18/12 11/15/2047 727 430 717 300 - - 717 300 422
2012D 6/28/12 11/15/2032 1,263 365 1,263 365 - - 1,263 365 351
2012E 7/13/12 11/15/2042 650 000 635 970 - - 635 970 391
2012F 9/20/12 11/15/2030 1,268.445 1,171.355 - - 1,171 355 3.17
2012G 11/7/12 11/1/2032 359.450 - - 358475 358 475 414
2012H 11/9/12 11/15/2042 350 000 344 045 - - 344 045 370
2013A 1/17/2013 11/15/2043 500 000 493 580 - - 493 580 379
2013B 3/22/2013 11/15/2043 500000 492 000 - - 492 000 408
2013C 6/11/2013 11/15/2043 500 000 492 640 - - 492 640 425
2013D 7/11/2013 11/15/2043 333.790 332 050 - - 332 050 463
9/19/2013 9/29/2015 100 000 - 100 000 - 100 000 076
10/3/2013 4/19/2015 200 000 - 200000 - 200 000 070
2013E  11/15/2013 11/15/2043 500 000 500 000 - - 500 000 4.64
2014A 2/28/2014 11/15/2044 400 000 400 000 - - 400 000 431
Total 25,550 015 | 16,887350 1,325 570 1,168 240 19,381 160 412

WATIC

EFC 1996A 6/26/96 1/1/2030 28 445 4150 - - 4150 585
2001B 12/18/01 1/1/2032 148 200 - 122570 - 122 570 229
2001C 12/18/01 1/1/2032 148.200 - 122565 - 122 565 249
2002B 9/19/02 11/15/2032 2,157.065 147 200 - - 147 200 456
2002F 11/8/02 11/1/2032 246 480 - 8610 194 000 202 610 373
2003B 12/9/03 1/1/2033 250.000 - 192915 - 192 915 241
2005A 5/10/05 11/1/2035 150.000 - 101 965 24 060 126 025 286
2005B 7/6/05 1/1/2032 800 000 - - 582 000 582 000 354
2006A 6/8/06 11/15/2035 200 000 75.645 - - 75 645 472
2007A 6/13/07 11/15/2037 223 355 136 260 - - 136 260 484
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MTA DEBT OUTSTANDING (8§ in Millions) 4/4/2014
Type of Credit Qutstanding
Synthetic
Underlying Ratings BPA Sale Principal Iss. Fixed Variable Fixed Total
(Moody's /S&P / Fitch/ Kroll) Series Date Final Maturity Amount Amount Amount Amount | Outstanding TIC! Notes
2008A 3/13/08 11/15/2038 822.770 636 445 - - 636 445 493
2008B 3/13/08 11/15/2038 252230 252.230 - - 252230 371
2008C 7/16/08 11/15/2038 629.890 512270 - - 512.270 472
2009A 2/11/09 11/15/2038 475.000 419 565 - - 419 565 475
2009B 9/10/09 11/15/2039 200 000 200 000 - - 200 000 363
2010A 10/20/10 11/15/2040 346.960 330.010 - - 330.010 345
2011A 10/4/11 1/1/2028 609 430 586 210 - - 586 210 359
2012A 6/6/12 11/15/2042 231.490 225 515 - - 225 515 3.69
2012B 8/3/12 11/15/2032 1,236.898 1,352 570 - - 1,352 570 266
2013B 1/29/2013 11/15/2030 257.195 257 195 - - 257 195 225
2013C 4/18/2013 11/15/2043 200 000 200 000 - - 200 000 371
TBTA BANS 2014A 2/6/2014 5/15/2015 100 000 100 000 - - 100 000 062
2014A 2/6/2014 11/15/2044 250.000 250 000 - - 250 000 428
Total 9,963.608 5,685 265 548 625 800 060 7,033 950 359
WATIC
TBTA Subordinate 2000AB 11/01/00 1/1/2019 263 000 - - 95 300 95 300 649
Revenue Bonds 2000CD 11/01/00 17172019 263000 - 52550 - 52 550 160
(Al/A+/ A+ AA-) 2002E 10/23/02 11/15/2032 756.095 139.825 - - 139 825 534
2003A 2/27/03 11/15/2032 500 170 9545 - - 9545 491
2008D 7/16/08 11/15/2028 491.110 393 980 - - 393 980 469
2013A 171172013 11/15/2032 761 600 761 600 - - 761 600 313
2013D  12/19/2013 11/15/2032 313 975 165.505 148 470 - 313 975 239
Total 3,348.950 1,470 455 201020 95 300 1,766 775 367
WATIC
MTA Dedicated 2002B 9/4/02 11/1/2022 440 000 116.050 311 800 - 427 850 175
Tax Fund Bonds 2004A 2/26/04 11/15/2018 250 000 106 855 - - 106 855 349
(AA/AA-) 2004B 3/9/04 11/15/2028 500.000 294 .460 - - 294 460 451
2004C 12/15/04 11/15/2018 120 000 48 725 - - 48 725 377
2006A 6/7/06 11/15/2035 350.000 229 365 - - 229 365 418
2006B 10/25/06 11/15/2036 410 000 288 010 - - 288 010 428
2008A 6/24/08 11/1/2031 352.915 - 6 695 334 905 341 600 458
2008B 8/6/08 11/1/2034 348.175 202 505 134 210 - 336 715 230
2009A 3/12/09 11/15/2039 261 700 243 680 - - 243 680 555
2009B 4/23/09 11/15/2030 500 000 469 960 - - 469 960 5.00
2009C 4/23/09 11/15/2039 750 000 750 000 - - 750 000 4.89
2010A 3/17/10 11/15/2040 502 990 479 330 - - 479 330 391
201 1A 3/23/11 11/15/2021 127 450 103 075 - - 103 075 299
2012A 10/16/12 11/15/2032 1,065 335 1,008 950 - - 1,008 950 307
Total 5978 565 4,340 965 452.705 334 905 5,128 575 386
WATIC |
MTA Certificates of 2004A 9/21/04 17172030 357 925 - - 95 650 95 650 408
Participation (2 Broadway) Total 357,925 - - 95 650 95 650 408
(Caa2/CC/NR) WATIC
All MTA Total 45,199,063 | 28,384.035  2,527.920  2,494.155 | 33,406.110 3.94
State Service Contract Bonds 2002A 6/5/02 7/1/2031 1,715 755 272 670 - - 272 670 529
(AA-/AA-) 2002B 6/26/02 7/1/2031 679 450 42 825 - - 42 825 493
Total 2,395 205 315.495 - - 315.495 524
WATIC

Notes

(1) Fixed Rate TICs calculated as of 1ssuance of Fixed Rate Bonds. Floating Rate TICs calculated from inception including fees
Any Unhedged Variable Rate Bonds that have been fixed to maturity are carried at the new Fixed Rate TIC. Synthetic Fixed Rate TICs mclude
average swap rates plus current variable rate fees and estimated basis adjustments for life of swap Synthetic Fixed Rate TICs do not include benefit of any

upfront payments received by MTA Variable Rate TICs include average remarketed plus current variable rate fees
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Purpose:

Pursuant to the requirements of Public Authorities Law Section 2925, provide the MTA Board information on
the MTA portfolio investment performance for the period 01/01/2013 to 12/31/2013, obtain Board approval of
the MTA 2013 Annual Investment Report and obtain Board approval of the MTA All Agency Investment
Guidelines (“Investment Guidelines or Guidelines™), as amended, to provide that the Guidelines do not apply to
investments of the MaBSTOA Pension Plan,

Discussion:
Investment Performance Information

Investment Performance information is presented on the next page by types of funds and by bond resolution.
Performance is based on book value.

MTA Annual Investment Report
The separate 2013 MTA Annual Investment Report contains the additional information:

The investment income record ,

Commissions or other charges paid to each investment banker, broker, agent, dealer and advisor
Investment Inventory

Detail Transaction Report

MTA All Agency Investment Guidelines, as amended

Amendment to exclude the MaBSTOA Pension Plan from the MTA All Agency Investment Guidelines
As required by Public Authorities Law Section 2925, MTA approved the MTA All Agency Investment

Guidelines on April 24, 2013. Article 1, Section 1 of the Investment Guidelines provides that the Guidelines do
not apply to investments of MTA First Mutual Transportation Assurance Corporation and the MTA Defined
Benefit Pension Plan. Such funds are subject to separately established investment guidelines.

On March 26, 2014, the Board adopted a resolution further amending the Investment Guidelines to clarify that
the Guidelines do not apply to the MTA Retiree Welfare Benefits Plan and the monies deposited in the MTA
Retiree Welfare Benefits Trust or to accounts established to invest employee and employer contributions under
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the New York State Voluntary Defined Contribution Program, Such funds are subject to separately established
investment guidelines.

A similar amendment to the Investment Guidelines is necessary to provide that the Guidelines do not apply to
investments of the MaBSTOA Pension Plan (the “MaBSTOA Plan”) The MaBSTOA Board of Managers
approved the MaBSTOA Plan on November 22, 1989. Funds held in trust for participants of the MaBSTOA
Plan are subject to separately established investment guidelines. The MaBSTOA Plan’s Investment Committee
invests such assets pursuant to recommendations and due diligence performed by its Financial Advisor
(currently, NEPC).

Recemmendation(s):

It is recommended that the MTA Board approve the amended Investment Guidelines to clarify that the
Investment Guidelines do not apply to the MaBSTOA Plan and approve the MTA’s submission of the 2013
Annual Investment Report.

Metropolitan Transportation Authority

Investment Performance by Type of Fund
For the Period Jan, 1, 2013 to Dec. 31, 2013

Net Portfolio

Net Earnings this Average Daily Yield, 365-day
Type of Fund ‘ Period Portfolio Balance Basis
All Agency Investments - $690,924 $783,921,053 0.09%
MTA Special Assistance Fund 513,951 408,414,842 0.13%
TBTA Investments 157,126 130,790,645 0.12%
'MTA Finance Fund 339,618 367,848,453 0.09%
MTA Transportation Resolution Funds 2,675,483 1,563,868,029 0.17%
State Service Contract Debt Service Fund 448 35,896,385 0.00%
MTA Dedicated Tax Fund Resolution Funds , 99,362 171,599,849 0.06%
2 Broadway Certificates' Funds 9,658 14,138,018 0.07%
TBTA General Purpose Resolution Funds 230,901 297,420,647 0.08%
TBTA Subordinate Resolution Funds 28,266 47,106,165 0.06%
Other Restricted Funds 206,792 222,211,352 0.09%
Total : $4,952,529 $4,043,215,438 0.12%
Average Yield on 6 month Generic Treasury
Bill (1/1/13 - 12/31/13) 0.08%
Average Yield on 12 month Generic Treasury
Bill (1/1/13 - 12/31/13) 0.12%

Note: Table above only includes information on funds actively managed by MTA Treasury in accordance with the Board
approved Investment Guidelines.
Does not include defeasance investments for tax benefit lease transactions or insurance set asides.
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Purpose

Board approval is requested to add the law firm Kaplan Kirsch & Rockwell, LLP, {o the list of MTA approved outside
counsel. Itis anticipated that legal services provided by this firm will assist MTA, MNR and LIRR efforts in connection
with the development and execution of Interoperability Agreements that will be necessary for implementation of Positive
Train Conirol. :

Discussion

Pursuant to the Rail Safety Improvement Act of 2008 and the implementing FRA Regulations, MTA, MNR and LIRR are
actively progressing the design, integration and implementation of Positive Train Control ("PTC”) systems to advance the
safety of their train operations and satisfy their obligations as commuter railroads. Implementation of PTC across the
MNR and LIRR systems will, among many other challenges, require the drafting, negotiation and entry into numerous
complex ‘“Interoperability Agreements” with other railroads, both passenger and freight, that operate over portions of the
same rail lines as MNR and/or LIRR. In addition to concluding such an agreement with Amtrak, the MTA Railroads will
need to address interoperability arrangements with a number of freight carriers, including CSX, Norfolk Southern,
Providence & Worcester and the New York & Atlantic.

The assistance of the law firm of Kaplan Kirsch & Rockwell, LLP (*KKR") would greatly benefit MNR and LIRR in
connection with the development of the required Interoperability Agreements that will be necessary for PTC
implementation. KKR, through its Rail Transportation Group, has substantial experience assisting commuter rail lines in
connection with operating agreements and shared use arrangements with both freight railroads and Amtrak in
circumstances in which they share frack or corridors with commuter systems. The firm's rail practice leader, Charles
Spitulnik, based in Washington D.C., has more than 30 years of experience counseling rail transportation clients, and for
the past 22 years has specialized in the provision of counsel to public transit agencies and governments engaged in
public rail projects and commuter rail operations. His team has negotiated extensively with freight railroads and Amtrak
on the acquisition of ownership or other rights to use rights-of-way and on arrangements for shared use of the corridors or
tracks by freight, intercity passenger, regional/commuter passenger and light rail/transit operations. The KKR firm has
represented or advised transit and rail authorities, and state, regional and local governments, in connection with
commuter rail matters in California, South Florida, Washington (state), Delaware, Indiana, North Carolina, Utah, Vermont,
Virginia, the Baitimore-Washington (D.C.) region, Denver, Atlanta and Cleveland. The firm is presently advising other
public commuter systems in connection with PTC implementation, and is an active participant in industry discussions
about the Interoperability arrangements attendant thereto.
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Metropolitan Transportation Authority

The law firm’s broad experience in addressing legal issues arising from commuter line - freight carrier interaction should
be helpful to MNR and LIRR not only In tackling PTC interoperability matters, but also other legal matters involving the
MTA Railroads’' operating relationships with freights. As it does with its other public sector clients, KKR would offer MTA
hourly rates for legal services that are discounted by twenty percent off the firm’s standard hourly rates.

No other law firms with a similar level of experience and expertise in the representation of commuter raiiroads on these
types of matters have been identified.

Recommendation

The addition of Kaplan Kirsch & Rockwell, LLP to the MTA law firm panel will advance the MTA Railroads' PTC
implementation efforts by providing MTA with the assistance of speciaiized counsel uniquely experienced in negotiation of
agreements on behalf of commuter railroads with the freights and Amtrak addressing shared use issues in rail corridors.
Given the importance of PTC implementation to MTA, MNR and LIRR, approval of the addition of this firm is strongly
recommended. ,
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Purpose:

To obtain Finance Committee and MTA Board approval of the annexed resolution authorizing the
submission of the DRAFT Payroll Mobility Tax Obligation Resolution, Standard Resolution Provisions and
Supplemental Resolution Provisions to the Capital Program Review Board (“CPRB”) for approval. Upon
approval by the CPRB, the full set of credit documents will be resubmitted to the Finance Committee and the
MTA Board for formal adoption.

Discussion and Background:

On May 7, 2009, legislation was enacted in New York State providing additional sources of revenues in
the form of taxes, fees and surcharges to address the financial needs of the MTA. The law (Chapter 25 of the
Laws of 2009) among other things:

imposed a payroll mobility tax (the “Regional Mobility Tax™) of 0.34 percent on payroll expenses
and net earnings from self-employment within the MTA Commuter Transportation District
("MCTD”) (effective as of March 1, 2009, except school districts, effective September 1, 2009) (the
“Payroll Mobility Tax Revenues”) ;

imposed a supplemental fee of one dollar for each six month period of validity of a learner’s permit
or a driver’s license issued to a person residing in the MCTD (effective September 1, 2009);

imposed a supplemental fee of twenty-five dollars per year on the registration and renewals of
registrants of motor vehicles who reside within the MCTD (effective September 1, 2009);

imposed on taxicab owners a tax of fifty cents per ride on taxicab rides originating in New York City
and terminating within the MCTD (effective November 1, 2009);

imposed a supplemental tax of five percent of the cost of rentals of automobiles rented within the
MCTD (effective June 1, 2009).

The other new revenues described in bullets 2-5 above comprised of the supplemental fee on learners
permits and drivers licenses, supplemental fees on the registration and renewal of motor vehicles, the taxicab

LW A -3
vV = J




Staff Summa ry @ Metropoiltan Transportation Authority
Page 2 of 3

surcharge, and the supplemental tax on auto rentals are collectively referred to as the “Aid Trust Account
Revenues™.

Chapter 25 of the Laws of 2009 provided that the revenues from the Regional Mobility Tax can be: (i)
pledged by MTA to secure and be applied to the payment of bonds to be issued in the future to fund capital
projects of MTA, its subsidiaries, and MTA New York City Transit and its subsidiary and (ii) used by MTA to
pay capital costs, including debt service, of MTA4, its subsidiaries and MTA New York City Transit and its
subsidiary. Subject to the provisions of any such pledge, or in the event there is no such pledge, the Regional
Mobility Tax Revenues can be used by MTA to pay for costs, including operating costs, of MTA, its
subsidiaries and MTA New York City Transit and its subsidiary.

Chapter 25 of the Laws of 2009 further provided that the Aid Trust Account monies may be pledged by
MTA or pledged to MTA Bridges and Tunnels to secure debt of MTA or MTA Bridges and Tunnels, Subject to
the provisions of such pledge, or in the event there is no such pledge, such new revenues can be used by MTA
for the payment of operating and-capital costs of MTA, its subsidiaries and MTA New York City Transit and its
subsidiary as MTA shall determine,

On December 9, 2011, Governor Cuomo signed into law legislation (the “December Legislation™) that
made changes to the payroll mobility tax. The provisions eliminated or reduced the payroll mobility tax
imposed within the MCTD for certain taxpayers. The December Legislation further expressly provided that any
reductions in transit aid attributable to these reductions in the payroll mobility tax “shall be offset through
alternative sources that will be included in the state budget” (the “PMT Revenue Offset”).

As a result of the changes to the payroll mobility tax in the December Legislation, the Governor’s
Memorandum in Support of the December Legislation projected a reduction in revenues collected from the
payroll mobility tax. The December Legislation and the 2012-13 New York State Executive Budget provided
for such reductions to be offset through alternative sources to be included in New York State’s 2012-13 budget
via the PMT Revenue Offset. New York State’s 2014-15 budget also provided for the offset of such reductions.

Several actions by five counties and a number of towns and villages, a public school district, and certain
private plaintiffs challenging the constitutionality of the legislation that enacted the payroll mobility tax
(Chapter 25 of the Laws of 2009) have been conclusively resolved as of January 14, 2014, either by withdrawal
or judicial dismissal.

MTA staff, working with external Bond Counsel and its Financial Advisors, has drafted the annexed
Payroll Mobility Tax Obligation Resolution, the Standard Resolution Provisions, and the Supplemental
Standard Resolution Provisions which comprise the fundamental legal documents of the new Payroll Mobility
Tax Credit pledging all of the above described revenues. MTA is required by Public Authorities Law §1269-
b(9) to submit such documentation to the Capital Program Review Board for review and approval prior to
formal adoption by the MTA Board.

Payroll Mobility Tax (PMT) Obligation Resolution Highlights:

e Senior and Subordinate Liens Revenue Pledge: Payroll Mobility Tax Revenues, PMT Revenue Offset,
Aid Trust Account Revenues.

e Debt Service Set-Aside: Monthly 1/5" interest and 1/10™ principal.

‘e Additional Bonds Test: 2.5X Senior Maximum Annual Debt Service and 1.75X aggregate Maximum
Annual Debt Service.
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e Resolution authorizes bonds solely for approved Capital Program transit and commuter projects.

e Payroll Mobility Tax Revenues are segregated and held by the State Comptroller in a special trust
account solely for MTA (revenues are not available for any other use).

o Legislatively proscribed monthly distribution of Payroll Mobility Tax Revenues to MTA.

o Wet/dry appropriation of Payroll Mobility Tax revenues mitigates risk of non-appropriation and
insulates against State budget delays.

e Exceptionally strong Payroll Mobility Tax Revenue base of approximately $500 billion in 2012 (79% of
total adjusted NY State wages with compound annual growth of 5.65% from 1970 through 2012.

e Payroll Mobility Tax revenues flow from State Comptroller directly to the pledged account for
bondholders. :

o Aid Trust Account Revenues are diversified between activity and type (transactional and non-
{ransactional).

e Aid Trust Account Revenues have no sunset and flow daily to the State Comptroller.

e State Comptroller remits revenue on the 12 of every month to the MTA Aid Trust Account in the MTA
Financial Assistance Fund.

e Aid Trust Account Revenues remitted at least quarterly to MTA, subject to appropriation and deposited
into the Corporate Transportation Account of the MTA Special Assistance Fund.

e After monthly set aside, excess pledged revenues are available for debt service on Transportation
Revenue Bonds and then transit and commuter operating expenses.

» Non-impairment covenant of State in MTA Act.
o Statutory MTA bankruptcy prohibition in MTA Act,

Recommendation:

It is recommended that the Board approve the annexed resolution authorizing the Payroll Mobility Tax Credit
DRAFT documents to the CPRB for review and approval. Upon approval by the CPRB, staff will seek final
MTA Board adoption of the PMT credit documents, incorporating any requested changes from the CPRB.

-
\

<




RESOLUTION
PAYROLL MOBILITY TAX RESOLUTION

WHEREAS, onMay 7, 2009, Chapter 25 of the Laws of 2009 was enacted in New York State
to provide additional sources of revenues in the form of taxes, fees and surcharges to address the
financial needs of the MTA, which new law among other things:

1. imposes a regional payroll mobility tax (“PMT™) of 0.34 percent on payroll expenses
and net earnings from self-employment within the MTA Commuter Transportation
District (*MCTD”) (effective as of March 1, 2009, except school districts, effective
September 1, 2009);

2. imposes a supplemental fee of one dollar for each six month penod of validity of a
learner’s permit or a driver’s license issued to a person residing in the MCTD
(eff‘ective September 1, 2009);

3. imposes a supplemental fee of twenty-five dollars per year on the regxstratlon and
renewals of registrants of motor vehicles who reside within the MCTD (effective
September 1, 2009);

4, imposes on taxicab owners a tax of fifty cents per ride on taxicab rides originating in
New York City and terminating within the MCTD (effective November 1, 2009); and

5. imposes a supplemental tax of five percent of the cost of rentals of automobiles rented
within the MCTD (effective June 1, 2009); and

WHEREAS, those taxes and fees described in items #2-5 above collectively are known as the
“Aid Trust Account Revenues”; and h

WHEREAS, on December 9, 2011, Governor Cuomo signed into law legislation (the
“December Legislation”) that made changes to the PMT, including elimination or reduction of
the PMT imposed within the MCTD for certain taxpayers and expressly provided that any
reductions in transit aid attributable to these reductions in the PMT “shall be offset through
alternative sources that will be included in the state budget (“PMT Revenue Offset™); and

WHEREAS, the Governor’s Memorandum in Supporf of the December Legislation projected a
reduction in revenues collected from the PMT of $310 million in 2012; and

WHEREAS, the December Legislation and the 2012-13 New York State Executive Budget
provided for such reductions to be provided to MTA through the PMT Revenue Offset and were
included in New York State’s 2012-13 budget and in the State’s 2014-15 budget; and

WHEREAS, several actions by five counties and a number of towns and villages, a public
school district, and certain private plaintiffs challenging the constitutionality of the legislation
that enacted the payroll mobility tax (Chapter 25 of the Laws of 2009) have been conclusively
resolved as of January 14, 2014, either by withdrawal or judicial dismissal; and

WHEREAS, MTA desires to access the capital markets to provide low cost bond financing for
existing approved, and future, MTA Capital Programs; and



WHEREAS, approval of the PMT Resolution will permit MTA to reduce its borrowing needs
under the Transportation Revenue Bond Resolution and achieve an expected lower borrowing
cost for the Capital Program, and

WHEREAS, the PMT, the PMT Revenue Offset monies, together with Aid Trust Account
Revenues, constitute a stable and diverse revenue stream that can be used to secure the issuance
of notes, bonds and other indebtedness in support of MTA Capital Programs; and

WHEREAS, MTA Finance and Legal staff, together with outside Bond Counsel and Financial
Advisors, have drafted the annexed Payroll Mobility Tax Obligation Resolution, Standard
Resolution Provisions and Supplemental Resolution Provisions (collectively, the “Payroll
Mobility Tax Obligation Resolution Documents™ ; and

WHEREAS, MTA is statutorily required to submit the Payroll Maobility Tax Obligation
Resolution Documents to the Capital Program Review Board (“CPRB”) prior to adoption by the
MTA Board;

NOW, THEREFORE, BE IT RESOLVED that the Board ﬁereby authorizes the submission of
the Payroll Mobility Tax Obligation Resolution Documents to the CPRB.

Dated: April 30, 2014



DRAFT DATED 3/18/14

METROPOLITAN TRANSPORTATION AUTHORITY

REGIONAL PAYROLL MOBILITY TAX
OBLIGATION RESOLUTION

Adopted ,2014
As Approved By The
Metropolitan Transportation Authority
Capital Program Review Board
on_______ ,2014
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REGIONAL PAYROLL MOBILITY TAX
OBLIGATION RESOLUTION

BE IT RESOLVED by the Members of the Metropolitan Transportation Authority as
follows:

ARTICLE I
STANDARD RESOLUTION PROVISIONS; DEFINITIONS

Section 101, Standard Resolution Provisions.  Except as otherwise specifically
provided herein, by Supplemental Resolution or by Section A-102 of the Standard Resolution
Provisions appended hereto as Annex A and the Supplemental Standard Resolution Provisions
for Regional Payroll Mobility Tax Second Lien Obligations and Second Lien Parity Debt
appended hereto as Annex B constitute an integral part of the Resolution and have the same force
and effect as if set forth in the forepart of the Resolution.

Section 102, Definitions. Except as the context shall otherwise require, capitalized
terms used but not otherwise defined herein shall have the respective meanings set forth in the
Standard Resolution Provisions or Supplemental Standard Resolution Provisions. In the event
any such term is defined in both the Standard Resolution Provisions and the Supplemental
Standard Resolution Provisions, the definition contained in the Standard Resolution Provisions
shall control in respect of Obligations and Parity Debt and the definition contained in the
Supplemental Standard Resolution Provisions shall control in respect of Second Lien Obligations
and Second Lien Parity Debt. The following terms shall, for all purposes of the Resolution, have
the following meanings:

Aid Trust Account shall mean the metropolitan transportation authority aid trust account
established in the Financial Assistance Fund pursuant to Section 92-ff of the State Finance Law,
as amended.

Aggregate Calculated Debt Service shall mean Calculated Debt Service plus Calculated
Second Lien Debt Service.

ATA Funds shall mean amounts on deposit in the Corporate Transportation Account in
the MTA Special Assistance Fund pursuant to paragraphs (b-1) and (c¢-3) of subdivision 2 of
Section 503 and Sections 499, 499-a, 499-b, 499-c and 499-d of the Vehicle and Traffic Law, as
amended, and Section 1288 and Section 1165 of the Tax Law, as amended, which amounts
represent amounts deposited in the Corporate Transportation Account from amounts deposited in
the Aid Trust Account pursuant to Section 92-ff of the State Finance Law, as amended, or any
other provision of law directing or permitting the deposit of money into the Aid Trust Account in
the MTA Finance Fund from such Account.

ATA Receipts shall mean all ATA Funds deposited into the Pledged Amounts Account
in the MTA Finance Fund.

ATA Receipts Subaccount shall mean the Account by that name established in the
Pledged Amounts Account in the MTA Finance Fund by the Issuer as authorized by Section 505.
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Capital Cost Obligations shall mean Obligations authenticated and delivered on original
issuance pursuant to Section 203.

Capital Cost Second Lien Obligations shall mean Second Lien Obligations
authenticated and delivered on original issuance pursuant to Section 208.

Capital Costs shall mean (i) the costs of the Issuer or any other Related Entity for the
planning, design, acquisition, construction, reconstruction, rehabilitation or improvement of all
or any part of the RPMT Transit and Commuter Project, including costs of acquisition of real or
personal property or any interests therein, legal, administrative, engineering, planning, design,
studies, insurance, financing costs (including Costs of Issuance), and initial working capital
required for the commencement of operation of any such project and any capital contributions,
whether or not represented by equity or debt securities or other evidences of indebtedness made
by the Issuer or any other Related Entity to any Person participating in a RPMT Transit and
Commuter Project for the purpose of funding any costs described in this clause (i); (ii) amounts
paid into any Fund or Account upon the issuance of any Obligations or Second Lien Obligations;
and (iii) payment when due (whether at the maturity of principal or on the due date of interest or
upon redemption or when otherwise due, including by purchase or through tender or exchange)
on any indebtedness or obligation of the Issuer or any other Related Entity which was issued or
incurred to finance costs that could at the time of such payment be funded directly hereunder,
including Obligations, Obligation Anticipation Notes, Parity Debt, Second Lien Obligations,
Second Lien Obligation Anticipation Notes, Second Lien Parity Debt, Other Subordinated
Obligations, any termination or other payments for financial, fuel or other hedging arrangements,
or any such indebtedness or obligation issued or incurred by any Related Entity in connection
with the RPMT Transit and Commuter Project.

Corporate Transportation Account shall mean the account bearing such name
established by the Issuer in the Metropolitan Transportation Authority Special Assistance Fund
pursuant to Section 1270-a of the Issuer Act.

Debt Service Year shall mean the calendar year, except that the first Debt Service Year
shall begin on the date specified in the Supplemental Resolution authorizing the first Series of
Obligations or Second Lien Obligations to be issued hereunder.

Financial Assistance Fund shall mean the fund established pursuant to Section 92-ff of
the State Finance Law, as amended, and entitled the “Metropolitan Transportation Authority
Financial Assistance Fund” and consisting of a Mobility Tax Trust Account and an Aid Trust
Account,

Issuer shall mean the MTA.

Mobility Tax Receipts shall mean all amounts deposited into the Pledged Amounts
Account in the MTA Finance Fund from amounts on deposit in the Mobility Tax Trust Account
in the Financial Assistance Fund pursuant to Section 805 of the Tax Law, as amended, and any
other provision of law directing or permitting the deposit of money on deposit in the Mobility
Tax Trust Account in the Financial Assistance Fund into the MTA Finance Fund including,
without limitation, amounts constituting Mobility Tax Replacement Receipts.
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Mobility Tax Receipts Subaccount shall mean the Account by that name established in
the Pledged Amounts Account in the MTA Finance Fund by the Issuer as authorized by Section
505.

Mobility Tax Replacement Receipts shall mean all amounts deposited into the Pledged
Amounts Account in the MTA Finance Fund from amounts on deposit in the Mobility Tax Trust
Account in the Financial Assistance Fund (i) provided from alternate sources included in an
adopted State budget, (ii) constituting amounts provided to the Issuer as an offset to the
elimination, reduction or other modification of amounts previously provided to the Issuer as
Mobility Tax Receipts and directed or permitted to be deposited in the Mobility Tax Trust
Account in the Financial Assistance Fund into the MTA Finance Fund pursuant to provision of
law,

Mobility Tax Second Lien Debt Service Fund Requirement shall mean, with respect
to each Series of Second Lien Obligations, an amount equal to the sum of (a) all interest and
Principal Installments due and unpaid on any Second Lien Obligations of such Series and on any
Second Lien Parity Debt as of such date and (b) an amount, calculated as of the last day of the
month in which such calculation is made, equal to the sum of (i) the product of (A) the interest
portion of Debt Service due on or in respect of all Outstanding Second Lien Obligations of such
Series and any Second Lien Parity Debt as of the next succeeding interest payment date for such
Series of Second Lien Obligations and (B) a fraction, the denominator of which is never less than
1, but otherwise is 1 less than the number of months from the preceding interest payment date for
the Second Lien Obligations of such Series to the next interest payment date for such Second
Lien Obligations (or the date from which interest began to accrue on such Second Lien
Obligations if there is no preceding interest payment date for such Second Lien Obligations), and
the numerator of which is the number of months which will have elapsed as of the last day of the
month in which such calculation is made from such preceding interest payment date for such
Second Lien Obligations (or the date from which interest began to accrue on such Second Lien
Obligations if there is no preceding interest payment date for such Second Lien Obligations), and
(ii) 10% of the Principal Installment (including in each case for purposes of this definition,
principal components of Second Lien Parity Debt) due on or in respect of such Second Lien
Obligations and Second Lien Parity Debt on the next succeeding Principal Installment due date
(20% for Principal Installments payable 6 months after the preceding Principal Installment) times
the number of months which have elapsed since the preceding Principal Installment due date (or,
if there shall be no such preceding Principal Installment due date or such preceding Principal
Installment due date is more than 1 year prior to the due date of such Principal Installment, then,
from the later of a date 1 year preceding the due date of such Principal Installment and the date
of, as appropriate, issuance or incurrence of the Second Lien Obligations of such Series or of
such Second Lien Parity Debt); provided, however, that the amount calculated pursuant to clause
{b)(i) above for any Series of Second Lien Obligations shall never exceed the interest due and
payable on such next succeeding interest payment. date (including additional interest pursuant to
any related Second Lien Parity Debt) and the amount calculated pursuant to clause (b)(ii) shall
never exceed the Principal Installment due on the next succeeding Principal Instaliment due date;
and provided further that, with respect to each Series of Second Lien Obligations, commencing
on the fifteenth day of the month preceding the month in which each interest payment date
occurs, the Mobility Tax Second Lien Debt Service Requirement shall be no less than the interest
and Principal Installments, if any, payable on such interest payment date with respect to such
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Series. In addition, notwithstanding any other provision of the Resolution, including the
Standard Resolution Provisions and the Supplemental Standard Resolution Provisions, for
purposes of calculating the Mobility Tax Second Lien Debt Service Fund Requirement as of any
date and determining the amount of any required deposits into the Second Lien Debt Service
Fund in respect of any Second Lien Put Obligations which are subject to mandatory tender other
than at the election of the Issuer or any Related Entity or any other Second Lien Obligations
described in clause (iii) of the definition of Calculated Second Lien Debt Service, deposits into
the Second Lien Debt Service Fund relating to Second Lien Obligation Principal Installments
shall be required to be made in six equal monthly installments beginning on the date which is six
months prior to such mandatory tender date in the case of Second Lien Put Obligations or six
months prior to the stated maturity date of such other Second Lien Obligations. For purposes of
computing the Mobility Tax Second Lien Debt Service Fund Requirement, the Second Lien
Obligations of a Series and any Second Lien Parity Debt payable on each different interest
payment date shall be treated as a separate Series, and if Second Lien Obligations of any Series
or any Second Lien Parity Debt have different interest payment dates, such computation shall be -
done separately in respect of each such interest payment date.

Mobility Tax Senior Debt Service Fund Requirement shall mean, with respect to each
Series of Obligations and as of any date, an amount equal to the sum of (a) all interest and
Principal Installments due and unpaid on any Obligations of such Series and on any Parity Debt
as of such date and (b) an amount, calculated as of the last day of the month in which such
calculation is made, equal to the sum of (i) the product of (A) the interest portion of Debt Service
due on or in respect of all Outstanding Obligations of such Series and any Parity Debt as of the
next succeeding interest payment date for such Series of Obligations and (B) a fraction, the
denominator of which is never less than 1, but otherwise is 1 less than the number of months
from the preceding interest payment date for the Obligations of such Series to the next interest
payment date for such Obligations (or the date from which interest began to accrue on such
Obligations if there is no preceding interest payment date for such Obligations), and the
numerator of which is the number of months which will have elapsed as of the last day of the
month in which such calculation is made from such preceding interest payment date for such
Obligations (or the date from which interest began to accrue on such Obligations if there is no
preceding interest payment date for such Obligations), and (ii) 10% of the Principal Installment
(including in each case for purposes of this definition, principal components of Parity Debt) due
on or in respect of such Obligations and Parity Debt on the next succeeding Principal Installment
due date (20% for Principal Installments payable 6 months after the preceding Principal
Installment) times the number of months which have elapsed since the preceding Principal
Installment due date (or, if there shall be no such preceding Principal Installment due date or
such preceding Principal Installment due date is more than 1 year prior to the due date of such
Principal Installment, then, from the later of a date 1 year preceding the due date of such
Principal Installment and the date of, as appropriate, issuance or incurrence of the Obligations of
such Series or of such Parity Debt); provided, however, that the amount calculated pursuant to
clause (b)(i) above for any Series of Obligations shall never exceed the interest due and payable
on such next succeeding interest payment date (including additional interest pursuant to any
related Parity Debt) and the amount calculated pursuant to clause (b)(ii) shall never exceed the
Principal Installment due on the next succeeding Principal Installment due date; and provided
Jurther that, with respect to each Series of Obligations, commencing on the fifteenth day of the
month preceding the month in which each interest payment date occurs, the Mobility Tax Senior
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Debt Service Fund Requirement shall be no less than the interest and Principal Installments, if
any, payable on such interest payment date with respect to such Series. In addition,
notwithstanding any other provision of the Resolution, including the Standard Resolution
Provisions and the Supplemental Standard Resolution Provisions, for purposes of calculating the
Mobility Tax Senior Debt Service Fund Requirement as of any date and determining the amount
of any required deposits into the Senior Debt Service Fund in respect of any Put Obligations
which are subject to mandatory tender other than at the election of the Issuer or any Related
Entity or any other Obligations described in clause (iii) of the definition of Calculated Debt
Service, deposits into the Senior Debt Service Fund relating to Principal Installments shall be
required to be made in six equal monthly installments beginning on the date which is six month
prior to such mandatory tender date in the case of Put Obligations or six months prior to the
stated maturity date of such other Obligations. For purposes of computing the Mobility Tax
Senior Debt Service Fund Requirement, the Obligations of a Series and any Parity Debt payable
on each different interest payment date shall be treated as a separate Series, and if Obligations of
any Series or any Parity Debt have different interest payment dates, such computation shall be
done separately in respect of each such interest payment date.

Mobility Tax Trust Account shall mean the mobility tax trust account established in the
Financial Assistance Fund pursuant to Section 92-ff of the State Finance Law, as amended.

MTA Finance Fund shall mean the Metropolitan Transportation Authority Finance Fund
established by the Issuer pursuant to Section 1270-h of the Issuer Act and consisting of a Pledged
Amounts Account and an Operating and Capital Costs Account.

Obligations shall mean any bonds, notes, commercial paper or other form of
indebtedness of the Issuer payable from the Senior Debt Service Fund, authorized by Section 201
and delivered pursuant to Section 202 or authorized pursuant to Section A-203, but excluding
Obligation Anticipation Notes to the extent not payable from the Senior Debt Service Fund.

Obligations CO1 Subaccount shall mean the applicable Subaccount by that name
established in the Obligations Proceeds Fund for a Series of Obligations pursuant to Section 503.

Obligations Event of Default shall mean the events defined as such in Section 701.
Obligations Proceeds Account shall have the meaning given such term in Section 503,

Obligations Proceeds Fund shall mean the Fund by that name established in Section
502.

Obligations Trust Estate shall mean, collectively, but subject to the terms and
provisions of Section 501, all right, title and interest of the Issuer in:

i) the proceeds of the sale of the Obligations,

(i)  the Pledged Amounts Account in the MTA Finance Fund, any money on
deposit therein and any money received and held by the [ssuer which is required to be
deposited therein, and
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(ili)  all Funds, Accounts and Subaccounts established by the Resolution (other
than (a) the Second Lien Obligations Proceeds Fund and the Second Lien Debt Service
Fund, and any accounts and subaccounts therein and (b) funds and any accounts and
subaccounts therein established pursuant to a Supplemental Resolution in connection
with Variable Interest Rate Obligations, Put Obligations or Parity Debt; provided,
however, that, in the case of funds described in clause (b) hereof, such funds, accounts
and subaccounts are specifically excepted from the Trust Estate by the Supplemental
Resolution authorizing such Variable Interest Rate Obligations, Put Obligations or Parity
Debt), including the investments, if any, thereof.

Operating and Capital Costs Account shall mean the account by that name estabhshed
in the MTA Finance Fund in accordance with Section 505.

Other Subordindted Obligations shall mean any payment obligation (other than a
payment obligation constituting Parity Debt or Second Lien Parity Debt) arising under any other
contract, agreement or other obligation of the Issuer designated as “Other Subordinated
Obligations” in a certificate of an Authorized Officer of the Issuer payable from amounts
available to be transferred pursuant to clause third of subsection 4 of Section 505 of the
Resolution and shall include, without limitation, swap termination or other fees, expenses,
indemnification or other such obligations, Reimbursement Obligations not constituting Parity
Reimbursement Obligations, and Reimbursement Second Lien Obligations not constituting
Parity Reimbursement Second Lien Obligations.

Pledged Amounts Account shall mean the account by that name established in the MTA
Finance Fund by the Issuer in accordance with Section 505.

Refunding Obligations shall mean all Obligations authenticated and delivered on
original issuance pursuant to Section 205.

Refunding Second Lien Obligations shall mean all Second Lien Obligations
authenticated and delivered upon original issuance pursuant to Section 209.

. Resolution shall mean this Regional Payroll Mobility Tax Obligation Resolution
(including the Standard Resolution Provisions set forth in Annex A and the Supplemental
Standard Resolution Provisions set forth in Annex B), as from time to time amended or
supplemented by Supplemental Resolutions in accordance with the terms hereof,

RPMT Transit and Commuter Project shall mean any Transportation District Project
that may be financed with obligations the payment of which may be secured by and paid from
amounts in the MTA Finance Fund in accordance with Section 1270-h of the Issuer Act.

Second Lien Debt Service Fund shall mean the Fund by that name established in
Section 502.

Second Lien Obligations shall mean any bonds, notes, commercial paper or other forms
of indebtedness of the Issuer, payable from the Second Lien Debt Service Fund, authorized by
Section 206 and delivered pursuant to Section 207 or authorized pursuant to Section B-203, but
excluding Second Lien Obligation Anticipation Notes to the extent not payable from the Second
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Lien Debt Service Fund. All Second Lien Obligations shall be payable and secured in the manner
permitted by Article V, and any lien on and pledge of any portion of the Second Lien Obligations
Trust Estate securing Second Lien Obligations shall be jurior and inferior to the lien on and a
pledge of the Obligations Trust Estate herein created for the payment of the Obligations and
Parity Debt.

Second Lien Obligations COI Subaccount shall mean the applicable Subaccount by
that name established in the Second Lien Obligations Proceeds Fund for a Series of Second Lien
Obligations pursuant to Section 504, '

Second Lien Obligations Event of Default shall mean the events defined as such in
Section 704,

Second Lien Obligations Proceeds Fund shall mean the Fund by that name established
in Section 502.

Second Lien Obligations Trust Estate shall mean, collectively, but subject to the terms
and provisions of Article V, all right, title and interest of the Issuer in:

@ the proceeds of the sale of the Second Lien Obligations,

(i)  the Pledged Amounts Account in the MTA Finance Fund, any money on
deposit therein and any money received and held by the Issuer which is required to be
deposited therein, subject to the subordination provisions set forth in Article V of the
Resolution, and ‘

(iti)  the Second Lien Obligations Proceeds Fund and the Second Lien Debt
Service Fund (other than funds, accounts and subaccounts therein established pursuant to
a Supplemental Resolution in connection with Variable Interest Rate Second Lien
Obligations, Second Lien Put Obligations or Second Lien Parity Debt, provided that such
funds, accounts and subaccounts are specifically excepted from the Second Lien
Obligations Trust Estate by the Supplemental Resolution authorizing such Variable
Interest Rate Second Lien Obligations, Second Lien Put Obligations or Second Lien
Parity Debt), and any accounts and subaccounts therein including the investments, if any,
thereof.

Second Lien Trustee shall mean the Trustee or, if so provided in the Supplemental
Resolution creating any Second Lien Obligations or Second Lien Parity Debt, the entity meeting
the requirements of subdivision 3 of Section B-710 of the Supplemental Standard Resolution
Provisions and designated as Second Lien Trustee in a Supplemental Resolution.

Senior Debt Service Fund shall mean the Fund by that name established in Section 502.

Standard Resolution Provisions shall mean the Standard Resolution Provisions
appended hereto as Annex A.

Subaccount or Subaccounts shall mean each subaccount or all of the subaccounts
established in Article V, as the case may be,
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Supplemental Standard Resolution Provisions shall mean the Supplemental Standard
Resolution Provisions for Regional Payroll Mobility Tax Second Lien Obhgatlons and Second
Lien Parity Debt appended hereto as Annex B.

Section 103. Interpretation; Amendments to Certain Standard Resolution
Provisions.

1. Second Lien Obligations shall constitute Subordinated Indebtedness and Second
Lien Parity Debt shall constitute Subordinated Contract Obligations for purposes of the Standard
Resolution Provisions.

2. Clause (3) of the definition of “Calculated Debt Service” in Section A-101 is
hereby amended by deleting “twenty-five per centum (25%)” and inserting “fifteen per centum
(15%)” in replacement thereof,

3. Subsection 4 of Section A-202 is hereby amended to delete all references therein
to “Subordinated Contract Obligations and inserting “Other Subordinated Obligations” in
replacement thereof.

4, The reference in clause (iii) of Section A-203 is hereby amended by deleting the
reference to “Subordinated Indebtedness” and inserting “Other Subordinated Obligations” in
replacement thereof,

5. The first sentence of the second paragraph of Section A-402 is hereby amended
by deleting the words “To the extent provided by Supplemental Resolution, the” and inserting
the word “The” in replacement thereof.

6. Subsection 3 of Section A-710 is hereby amended by deleting such subsection in
its entirety and inserting the following in replacement thereof:

“3. Any Trustee appointed under the provisions of this Section A-710 in succession to
the Trustee shall be a Bank that is organized under the laws of the State, or, if
organized under the laws of another state, authorized to do business in the State of
New York, or is a national banking association organized under the laws of the
United States of America, doing business and having a corporate trust office in The
City of New York, and which at the time of selection meets all thresholds for being
well capitalized or adequately capitalized under the prompt corrective action
framework applicable to insured depositary institutions under Section 38 of the
Federal Deposit Insurance Act as in effect from time to time or all thresholds for
substantially equivalent categories in any successor legislation, if there be such a
Bank willing and able to accept the office on reasonable and customary terms and
authorized by law to perform all the duties imposed upon it by the Resolution.”

7. Section A-712 is hereby amended by deleting the “provided” clause thereof and
inserting in lieu thereof the following:

“provided such Person shall be a Bank that is organized under the laws of the State,
or, if organized under the laws of another state, authorized to do business in the State
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of New York, or is a national banking association organized under the laws of the
United States of America, doing business and having a corporate trust office in The
City of New York, and which at the time of selection meets all thresholds for being
well capitalized or adequately capitalized under the prompt corrective action
framework applicable to insured depositary institutions under Section 38 of the
Federal Deposit Insurance Act as in effect from time to time or all thresholds for
substantially equivalent categories in any successor legislation, if there be such a
Bank willing and able to accept the office on reasonable and customary terms and
authorized by law to perform all the duties imposed upon it by the Resolution, and
shall be the successor to such Fiduciary without the execution or filing of any paper
or the performance of any further act.”

8. Subsection 1 of Section A-713 is hereby amended by deleting the third sentence

thereof in its entirety and substituting in replacement thereof the following:

“Any successor Paying Agent or Registrar shall be appointed by the Issuer, with the
approval of the Trustee, and (subject to the requirements of Section A-603) shall be a
Bank that is organized under the laws of the State, or, if organized under the laws of
another state, authorized to do business in the State of New York, or is a national
banking association organized under the laws of the United States of America, doing
business and having a corporate trust office in The City of New York, and which at
the time of selection meets all thresholds for being well capitalized or adequately
capitalized under the prompt corrective action framework applicable to insured
depositary institutions under Section 38 of the Federal Deposit Insurance Act as in
effect from time to time or all thresholds for substantially equivalent categories in any
successor legislation, if there be such a Bank willing and able to accept the office on
reasonable and customary terms and authorized by law to perform all the duties
imposed upon it by the Resolution,”

9. Sections A-801, A-802 and A-B803 of Article A-VIII are hereby amended by

deleting each of such Sections in its entirety and inserting “Reserved.” in replacement thereof,

10. Section A-902 is hereby amended by deleting the last sentence in its entirety and

inserting the following in replacement thereof:

“Notwithstanding anything in this Section or the Resolution to the contrary, the

- consernit of Owners of any Series of additional Obligations to be issued hereunder to

any modification or amendment of the Resolution, which modification or
amendment, as well as such consent, is disclosed in the official statement or other
offering document prepared in connection with the primary offering of such Series of
additional Obligations, shall be deemed given and irrevocable and no other evidence
of such consent shall be required.”

11. Section A-903 is hereby amended by deleting the fourth sentence in its entirety

and inserting in replacement thereof the following:
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“Any such consent, including any consent provided pursuant to the last sentence .of
Section A-902, shall be irrevocable and binding upon the Gwner of the Obligations
giving such consent and, anything in Section A-1102 to the contrary notwithstanding,
upon any subsequent Owner of such Obligations and of any Obligations issued in
exchange therefor (whether or not such subsequent Owner thereof has notice
thereof).”

12. Notwithstanding any other provisions of the Resolution, including the Standard
Resolution Provisions and the Supplemental Standard Resolution Provisions, to the extent the
consent of Owners of Obligations and Second Lien Owners is at any time required, the existence
of the consent of the required percentages of Owners of Obligations and of Second Lien Owners
shall be determined separately for Obligations and for Second Lien Obligations.

ARTICLE I
AUTHORIZATION AND ISSUANCE OF THE OBLIGATIONS AND SECOND LIEN
OBLIGATIONS

Section 201. Authorization of the Obligations.

1. The Resolution hereby authorizes Obligations of the Issuer designated as
“Regional Payroll Mobility Tax Obligations”, which Obligations, if and when authorized by the
Issuer pursuant to one or more Supplemental Resolutions, may be issued in one or more Series or
subseries. Obligations may be issued as Tax-Exempt Obligations, as Taxable Obligations, as
obligations which convert on a particular date or dates from Taxable Obligations to Tax-Exempt
Obligations, or as Taxable Obligations which are mandatorily exchangeable on a particular date
or dates for Tax-Exempt Obligations, or otherwise as determined by Supplemental Resolution
and not contrary to the Resolution as then in effect. The Obligations shall be special obligations
of the Issuer payable solely from the Obligations Trust Estate pledged to the payment thereof
pursuant to Section 501.1. The aggregate principal amount of the Obligations which may be
executed, authenticated and delivered under the Resolution is not limited except as provided in
the Resolution or as may from time to time be limited by law.

2. The Obligations may, if and when authorized by the Issuer pursuant to one or
more Supplemental Resolutions, be issued in one or more Series or subseries, and the
designationis thereof, in addition to the name “Regional Payroll Mobility Tax Obligations™, shall
include such further or different designations in such title for the Obligations of any particular
Series or subseries as the Issuer may determine. Each Obligation shall bear upon its face the
designation so determined for the Series or subseries to which it belongs.

3. Nothing in the Resolution shall be deemed to prevent the consolidation into a
single Series or subseries for purposes of issuance and sale of Obligations otherwise permitted by
the Resolution to be issued at the same time in two or more separate Series or subseries. In the
event that separate Series or subseries are combined for purposes of issuance and sale, they may
be issued under a single Supplemental Resolution notwithstanding any other provision of the
Resolution. Nothing in the Resolution (except to the extent required by Supplemental
Resolution) shall be deemed to prevent the separation into separate Series or subseries for
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purposes of issuance and sale Obligations otherwise permitted by the Resolution to be issued in
one Series or subseries.

4, Obligations may be issued for any of the purposes set forth in Sections 203 or
205. )

Section 202. General Provisions for Issuance of Obligations, Obligations may be
issued pursuant to a Supplemental Resolution upon satisfaction of the provisions of Section A-
201, except that the Opinion of Bond Counsel required by Section A-201.2(a)(iii) shall be to the
effect that the Obligations are valid and binding special obligations of the Issuer, enforceable in
accordance with their terms and the terms of the Resolution and entitled to the benefits of the
Issuer Act and the Resolution, each as amended to the date of such Opinion of Bond Counsel.

Section 203. Special Provisions for Capital Cost Obligations.

1. The Obligations of one or more Series may at any time, or from time to time, be
authenticated and delivered upon original issuance pursuant to this Section 203 to pay, or to
provide for the payment of, all or part of the Capital Costs included in a Capital Program Plan
(within the meaning of Section 1269-b of the Issuer Act or any successor provision) if a Capital
Program Plan is then required.

2. The Obligations of each such Series shall be authenticated and delivered by the

Trustee only upon receipt by the Trustee (in addition to the documents required by Section 202)
of:

(a) A certificate of an Authorized Officer to the effect that the Issuer
then is, and, upon the authentication and delivery of the Obligations of such
Series, shall be, in compliance with all applicable provisions of the Issuer Act
relating to the issuance, sale and delivery of such Obligations;

(b) A certificate of an Authorized Officer

(A) setting forth for any 12 consecutive calendar
months ended not more than 6 months prior to the date of such
certificate: (i) Mobility Tax Receipts and (if) ATA Receipts;

(B)  setting forth the greatest amount for the then current
or any future Debt Service Year of the sum of (x) Calculated Debt
Service on all Outstanding Obligations, including the proposed
Capital Cost Obligations and any proposed Refunding Obligations
being treated as Capital Cost Obligations for purposes of clause
(ii) of paragraph (e) of Section 205.1 hereof but excluding any
Obligations or Parity Debt to be refunded with the proceeds of
such Refunding Obligations being treated as Capital Cost
Obligations, plus (y) additional amounts, if any, payable with
respect to Parity Debt;
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(C)  stating that the sum of the Mobility Tax Receipts
and ATA Receipts set forth in clause (A) hereof is not less than 2.5
times the amount set forth in clause (B) hereof;

(D)  setting forth the greatest amount for the then current
or any future Debt Service Year of the sum of (x) Calculated Debt
Service on all Outstanding Obligations, including the proposed
Capital Cost Obligations and any proposed Refunding Obligations
being treated as Capital Cost Obligations for purposes of clause
(ii) of paragraph (e) of Section 205.1 hereof but excluding any
Obligations or Parity Debt to be refunded with the proceeds of
such Refunding Obligations being treated as Capital Cost
Obligations, (y) Calculated Second Lien Debt Service on all
Outstanding Second Lien Obligations, excluding any Obligations,
Parity Debt, Second Lien Obligations or Second Lién Parity Debt
to be refunded with the proceeds of such Refunding Obligations
being issued as Capital Cost Obligations for purposes of clause (ii)
of paragraph (e) of Section 205.1, plus (z) additional amounts, if
any, payable with respect to Parity Debt or Second Lien Parity
Debt; and

(E) stating that the sum of the Mobility Tax Receipts
and ATA Receipts set forth in clause (A) hereof is not less than
1.75 times the amount set forth in clause (D) hereof}

provided, however, that if on the date of delivery of such certificate, there is then and thereafter
required to be deposited into the MTA Finance Fund so as to constitute Mobility Tax Receipts or
into the Corporate Transportation Account so as to constitute ATA Receipts or into the Pledged
Amounts Account any other receipts, in each such case, which were not required to be deposited
therein during the entire 12 month period to which such certificate relates, the Issuer may include
in such certificate the amount which an Authorized Officer estimates would have been deposited
~ in the MTA Finance Fund or the Corporate Transportation Account or the Pledged Amounts
Account during such period if such amounts had been required to be so deposited for such entire
12 month period.

Section 204. Special Provisions.for Other SuhordinatedKObligaﬁons.

Other Subordinated Obligations may be issued upon the terms and conditions set forth in
a Supplemental Resolution of the Issuer adopted at the time of issuance of such Other
Subordinated Obligations with such terms and conditions as shall be established by the Issuer in
such Supplemental Resolution.

Section 205. Special Provisions for Refunding Obligations,
1. In addition to refinancings permitted under Section 203, one or more Series of

Refunding Obligations (in an aggregate principal amount which will provide funds, together with
other money available therefore, to accomplish such refunding) may be authenticated and
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delivered upon original issuance to refund (including by redemption, payment at maturity or in
connection with exchanges or tenders) all or any portion of any Outstanding Obligations or
Parity Debt. The Refunding Obligations of such Series shall be authenticated and delivered by
the Trustee only upon receipt by the Trustee, in addition to the documents required by Section

202, of
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- (@) If the Obligations or Parity Debt to be refunded are to be
redeemed, instructions to the Trustee and/or the trustee for the Parity Debt,
satisfactory to it, to give due notice of redemption of all the Obligations or Parity
Debt so to be refunded on a redemption date specified in such instructions;

(b)  If the Obligations or Parity Debt to be refunded are to be deemed
paid within the meaning of the second sentence of Section A-1101.2 or similar
provision with respect to Parity Debt, instructions to the Trustee and/or the trustee
for the Parity Debt, satisfactory to it, to give due notice in the manner provided in
the second sentence of Section A-1101.2 or similar provision with respect to
Parity Debt with respect to the payment of the said Obligations or Parity Debt
pursuant to said Section or provision;

(c)  If the Obligations or Parity Debt to be refunded are to be deemed
paid within the meaning of the second sentence of Section A-1101.2 or similar
provision with respect to Parity Debt, (i) money and/or (ii) Defeasance Securities.
as shall be necessary to comply with the provisions of the second sentence of
Section A-1101.2 or defeasance securities as shall be necessary to comply with
any similar provision with respect to Parity Debt, which Defeasance Securities or
defeasance securities and/or money shall be held in trust and used only as
provided in Section A-1101 or similar provision with respect to Parity Debt;

(d)  If the proceeds of such Series of Refunding Obligations are to be
utilized by the Issuer to purchase (in connection with a tender for or redemption
of Obligations or Parity Debt, or otherwise) Obligations or Parity Debt to be
delivered to the Trustee and/or the trustee for the Parity Debt in satisfaction of a
Sinking Fund Installment in accordance with Section A-502.3 or similar provision
with respect to Parity Debt, a certificate of an Authorized Officer specifying the
matters required thereby; and

(e)  Either (i) a certificate of an Authorized Officer (w) setting forth
(A) the greatest amount of Calculated Debt Service on all Qutstanding
Obligations and Parity Debt for any future Debt Service Year during the term of
the Obligations (including the Refunding Obligations then proposed to be issued
but excluding the Obligations or Parity Debt to be refunded or purchased) and (B)
the greatest amount of Calculated Debt Service on all Outstanding Obligations
and Parity Debt for any future Debt Service Year during the term of the
Obligations as calculated immediately prior to the issuance of the Refunding
Obligations (including the Obligations or Parity Debt to be refunded or purchased
but excluding the Refunding Obligations), (x) stating that the greatest amount of
Calculated Debt Service on all Qutstanding Obligations and Parity Debt for any



2.

future Debt Service Year during the term of the Obligations set forth pursuant to
(A) above is not greater than the greatest amount of Calculated Debt Service on
all Qutstanding Obligations and Parity Debt for any future Debt Service Year
during the term of the Obligations set forth pursuant to (B) above, (y) setting forth
(C) the greatest amount of Calculated Debt Service on all Outstanding
Obligations and Parity Debt and Calculated Second Lien Debt Service on all
Outstanding Second Lien Obligations and Second Lien Parity Debt for any future
Debt Service Year (including the Refunding Obligations then proposed to be
issued but excluding the Obligations or Parity Debt to be refunded or purchased)
and (D) the greatest amount of aggregate Calculated Debt Service on all
Outstanding Obligations and Parity Debt and Calculated Second Lien Debt
Service on all Outstanding Second Lien Obligations and Second Lien Parity Debt
for any future Debt Service Year as calculated immediately prior to the issuance
of the Refunding Obligations (including the Obligations or Parity Debt to be
refunded or purchased but excluding the Refunding Obligations) and (z) stating
that the greatest amount of aggregate Calculated Debt Service on all Outstanding
Obligations and Parity Debt and Calculated Second Lien Debt Service on all
Outstanding Second Lien Obligations and Second Lien Parity for any future Debt
Service Year set forth pursuant to (C) is not greater than the greatest amount of
aggregate Calculated Debt Service on all Outstanding Obligations and Parity Debt
and Calculated Second Lien Debt Service on all Outstanding Second Lien
Obligations and Second Lien Parity Debt set forth pursuant to (D) above; or
(ii) the certificate provided for in clause (b) of Section 203.2 with respect to such
Series of Refunding Obligations, considering for all purposes of such certificate
that such Series of Refunding Obligations is a Series of Capital Cost Obligations
and that the Refunding Obligations then proposed to be issued will be
Outstanding but the Obligations or Parity Debt to be refunded will no longer be
Outstanding,

The proceeds, including accrued interest, of the Refunding Obhganons of each

such Series shall be applied simultaneously with the delivery of such Obligations in the manner
provided in the Supplemental Resolution authorizing such Obligations.
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Section 206, Authorization of Second Lien Obligations,

L. The Resolution hereby authorizes Second Lien Obligations of the Issuer
designated as “Regional Payroll Mobility Tax Second Lien Obligations”, which Second Lien
Obligations, if and when authorized by the Issuer pursuant to one or more Supplemental
Resolutions, may be issued in one or more Series or subseries. Second Lien Obligations may be
issued as Tax-Exempt Second Lien Obligations, as Taxable Second Lien Obligations, as
obligations which convert on a particular date or dates from Taxable Second Lien Obligations to
Tax-Exempt Second Lien Obligations, or as Taxable Second Lien Obligations which are
mandatorily exchangeable on a particular date or dates for Tax-Exempt Second Lien Obligations,
or otherwise as determined by Supplemental Resolution and not contrary to the Resolution as
then in effect. The Second Lien Obligations shall be special obligations of the Issuer payable
solely from the Second Lien Obligations Trust Estate pledged to the payment thereof pursuant to
Section 501.5. The aggregate principal amount of the Second Lien Obligations which may be
executed, authenticated and delivered under the Resolution is not limited except as provided in
the Resolution or as may from time to time be limited by law.

2. The Second Lien Obligations may, if and when authorized by the Issuer pursuant
to one or more Supplemental Resolutions, be issued in one or more Series or subseries, and the
designations thereof, in addition to the name “Regional Payroll Mobility Tax Second Lien
Obligations™, shall include such further or different designations in such title for the Second Lien
Obligations of any particular Series or subseries as the Issuer may determine. Each Second Lien
Obligation shall bear upon its face the designation so determined for the Series or subseries to
which it belongs.

3. Nothing in the Resolution shall be deemed to prevent the consolidation into a
single Series or subseries for purposes of issuance and sale of Second Lien Obligations otherwise
permitted by the Resolution to be issued at the same time in two or more separate Series or
subseries. In the event that separate Series or subseries are combined for purposes of issuance
and sale, they may be issued under a single Supplemental Resolution notwithstanding any other
provision of the Resolution. Nothing in the Resolution (except to the extent required by
Supplemental Resolution) shall be deemed to prevent the separation into separate Series or
subseries for purposes of issuance and sale of Second Lien Obligations otherwise permitted by
the Resolution to be issued in one Series or subseries.

4. Second Lien Obligations may be issued for any of the purposes set forth in
Sections 208 or 209.

Section 207. General Provisions for Issuance of Second Lien Obligations. Second

Lien Obligations may be issued pursuant to a Supplemental Resolution upon satisfaction of the

provisions of Section B-201, except that the Opinion of Bond Counsel required by Section B-

201.2(a)(iii) shall be to the effect that the Second Lien Obligations are valid and binding special

_obligations of the Issuer, enforceable in accordance with their terms and the terms of the

Resolution and entitled to the benefits of the Issuer Act and the Resolution, each as amended to
the date of such Opinion of Bond Counsel.
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Section 208. Special Provisions for Capital Cost Second Lien Obiigations.

L. The Second Lien Obligations of one or more Series may at any time, or from time
to time, be authenticated and delivered upon original issuance pursuant to this Section 208 to
pay, or to provide for the payment of, all or part of the Capital Costs included in a Capital
Program Plan (within the meaning of Section 1269-b of the Issuer Act or any successor
provision) if a Capital Program Plan is then required.

2. The Second Lien Obligations of each such Series shall be authenticated and
delivered by the Second Lien Trustee only upon receipt by the Second Lien Trustee (in addition
to the documents required by Section 207) of:

(a) A certificate of an Authorized Officer to the effect that the Issuer then is,
and, upon the authentication and delivery of the Second Lien Obligations
of such Series, shall be, in compliance with all applicable provisions of the
Issuer Act relating to the issuance, sale and delivery of such Second Lien
Obligations;

(b) A certificate of an Authorized Officer

(A) setting forth for any 12 consecutive calendar months ended not
more than 6 months prior to the date of such certificate:
(i) Mobility Tax Receipts and (ii) ATA Receipts;

(B)  setting forth the greatest amount for the then current or any future
Debt Service Year of the sum of (x) Calculated Debt Service on all
Outstanding Obligations, excluding any Obligations or Parity Debt
to be refunded with the proceeds of such Refunding Second Lien
Obligations, (y) Calculated Second Lien Debt Service on all
Outstanding Second Lien Obligations, including the proposed
Capital Cost Second Lien Obligations and any proposed Refunding
Second Lien Obligations being treated as Capital Cost Second Lien
Obligations for purposes of clause (ii) of paragraph (g) of Section
209.2 hereof but excluding any Obligations, Parity Debt, Second
Lien Obligations or Second Lien Parity Debt to be refunded with
the proceeds of such Refunding Second Lien Obligations being
treated as Capital Cost Second Lien Obligations, plus (z) additional
amounts, if any, payable with respect to Parity Debt or Second
Lien Parity Debt; and

(C)  stating that the sum of the Mobility Tax Receipts and ATA
Receipts set forth in clause (A) hereof is not less than 1.75 times
the amount set forth in clause (B) hereof;

provided, however, that if on the date of delivery of such certificate, there is then and
thereafter required to be deposited into the MTA Finance Fund so as to constitute Mobility Tax
Receipts or into the Corporate Transportation Account so as to constitute ATA Receipts or into
the Pledged Amounts Account any other receipts, in each such case, which were not required to
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be deposited therein during the entire 12 month period to which such certificate relates, the
Issuer may include in such certificate the amount which an Authorized Officer estimates would
have been deposited in the MTA Finance Fund or the Corporate Transportation Account or the
Pledged Amounts Account during such period if such amounts had been required to be so
deposited for such entire 12 month period. -

Section 209. Special Provisions for Refunding Second Lien Obligations.

1. In addition to refinancings permitted under Section 208, one or more
Series of Refunding Second Lien Obligations (in an aggregate principal amount which will
provide funds, together with other money available therefore, to accomplish such refunding) may
be authenticated and delivered upon original issuance to refund (including by redemption,
payment at maturity or in connection with exchanges or tenders) all or any portion of any
Outstanding Obligations, Parity Debt, Second Lien Obligations or Second Lien Parity Debt.

2. The Refunding Second Lien Obligations of such Series shall be
authenticated and delivered by the Second Lien Trustee only upon receipt by the Second Lien
Trustee, in addition to the documents required by Section B-201, of:

(a) If the Obligations or Parity Debt to be refunded are to be redeemed,
deemed paid within the meaning of the second sentence of Section A-
1101.2 or similar provision with respect to Parity Debt, or purchased in
satisfaction of a Sinking Fund Installment in accordance with Section A-
502.3 or similar provision with respect to Parity Debt, the items set forth
in clauses (a) - (d) of Section 205.1, as applicable;

(b)  If the Second Lien Obligations or Second Lien Parity Debt to be refunded
are to be redeemed, instructions to the Second Lien Trustee and/or the
trustee for the Second Lien Parity Debt, satisfactory to it, to give due
notice of redemption of all the Second Lien Obligations or Second Lien
Parity Debt so to be refunded on a redemption date specified in such
instructions;

() If the Second Lien Obligations or Second Lien Parity Debt to be refunded
are to be deemed paid within the meaning of the second sentence of
Section B~1001.2 or similar provision with respect to Second Lien Parity
Debt, (i) money and/or (ii) Defeasance Securities as shall be necessary to-
comply with the provisions of the second sentence of Section B-1001.2 or
defeasance securities as shall be necessary to comply with any similar
provision with respect to Second Lien Parity Debt, which Defeasance
Securities or defeasance securities and/or money shall be held in trust and
used only as provided in Section B-1001 or similar provision with respect
to Second Lien Parity Debt;

(d)  If the proceeds of such Series of Refunding Second Lien Obligations are
to be utilized by the Issuer to purchase (in connection with a tender for or
redemption of Second Lien Obligations or Second Lien Parity Debt, or
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| (e)

3,

otherwise) Second Lien Obligations or Second Lien Parity Debt to be
delivered to the Second Lien Trustee in satisfaction of a Second Lien
Sinking Fund Installment in accordance with Section B-502.3 or similar
provision with respect to Second Lien Parity Debt, a certificate of an
Authorized Officer specifying the matters required thereby; and

Either (i) a certificate of an Authorized Officer (a) setting forth (A) the
greatest amount of aggregate Calculated Debt Service on all Outstanding
Obligations and Parity Debt and Calculated Second Lien Debt Service on
all Outstanding Second Lien Obligations and Second Lien Parity Debt for
any future Debt Service Year during the term of the Second Lien
Obligations (including the Refunding Second Lien Obligations then
proposed to be issued but excluding the Obligations, Parity Debt, Second
Lien Obligations or Second Lien Parity Debt to be refunded or purchased)
and (B) the greatest amount of aggregate Calculated Debt Service on all
QOutstanding Obligations and Parity Debt and Calculated Second Lien
Debt Service on all Qutstanding Second Lien Obligations and Second Lien
Parity Debt for any future Debt Service Year during the term of the
Second Lien Obligations as calculated immediately prior to the issuance of
the Refunding Second Lien Obligations (including the Obligations, Parity
Debt, Second Lien Obligations or Second Lien Parity Debt to be refunded
or purchased but excluding the Refunding Second Lien Obligations and
Second Lien Parity Debt) and (b) stating that the greatest amount of
aggregate Calculated Debt Service and Calculated Second Lien Debt
Service set forth pursuant to (A) above is not greater than the greatest
amount of aggregate Calculated Debt Service and Calculated Second Lien
Debt Service set forth pursuant to (B) above; or (ii) the certificate’
provided for in clause (b) of Section 208.2 with respect to such Series of
Refunding Second Lien Obligations, considering for all purposes of such
certificate that such Series of Second Lien Refunding Obligations is a
Series of Capital Cost Second Lien Obligations and that the Refunding
Second Lien Obligations then proposed to be issued will be Outstanding,
but the Obligation, Parity Debt, Second Lien Obligation or Second Lien
Parity Debt to be refunded will no longer be Outstanding.

The proceeds, including accrued interest, of the Refunding Second Lien

_ Obligations of each such Series shall be apphed simultaneously with the delivery of such Second
Lien Obligations in the manner provided in the Supplemental Resolution authorizing such
Second Lien Obligations.

ARTICLE I

FORM OF OBLIGATIONS AND SECOND LIEN OBLIGATIONS

Section 301. Form of Obligations. Subject to the provisions of the Resolution and
except as otherwise provided pursuant to a Supplemental Resolution, each Series of Obligations
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shall be issued as fully registered securities in substantially the form provided in Exhibit One
appended hereto. Any Authorized Officer executing and delivering any such Obligations may
make such changes in the form thereof as deemed necessary or convenient by such Authorized
Officer, including changes to conform with (i) the terms of sale, (ii) the provisions of the related
Supplemental Resolution, (iii) the requirements of the related Securities Depository, provider of
a Credit Facility or Rating Agency, (iv) industry practice or (v) federal, State or City regulatory
requirements, and the execution (whether manual or by facsimile) and delivery of any such
obligations shall be conclusive evidence of the approval of all terms thereof by such Authorized
Officer.

Section 302. Form of Second Lien Obligations. Subject to the provisions of the
Resolution and except as otherwise provided pursuant to a Supplemental Resolution, each Series
of Second Lien Obligations shall be issued as fully registered securities in substantially the form
provided in Exhibit Two appended hereto. Any Authorized Officer executing and delivering any
such Second Lien Obligations may make such changes in the form thereof as deemed necessary
or convenient by such Authorized Officer, including changes to conform with (i) the terms of
sale, (ii) the provisions of the related Supplemental Resolution, (iii) the requirements of the
related Securities Depository, provider of a Second Lien Obligation Credit Facility or Rating
Agency, (iv) industry practice or (v) federal, State or City regulatory requirements, and the
execution (whether manual or by facsimile) and delivery of any such obligations shall be
conclusive evidence of the approval of all terms thereof by such Authorized Officer.

ARTICLE IV
REDEMPTION AT DEMAND OF THE STATE OR THE CITY

Section 401. Redemption at Demand of the State or the City. Except as otherwise
provided pursuant to a Supplemental Resolution, either the State or the City may, upon
furnishing sufficient funds therefore, require the Issuer to redeem all or any portion of the
Obligations or Second Lien Obligations as provided in the Issuer Act as in effect on the date any
such Obligations or Second Lien Obligations were issued.

ARTICLE V
PLEDGE; MAINTENANCE AND ESTABLISHMENT OF FUNDS AND
ACCOUNTS AND APPLICATION THEREQF

Section 501. The Pledge Effected by the Resolution.

1. There are hereby pledged for the payment of the principal and Redemption
Price of, interest on, and Sinking Fund Installments for, the Obligations and, on a parity basis,
Parity Debt, in accordance with their terms and the provisions of the Resolution, subject only to
the provisions of the Resolution permitting the application thereof for the purposes and on the
terms and conditions set forth in the Resolution, all right, title and interest of the Issuer in the
Obligations Trust Estate.

2 The pledge created by subsection 1 of this Section 501 shall in all respects
secure on a pari passu basis all of the Obligations and Parity Debt and, except as expressly so
provided, nothing contained in the Resolution shall be deemed to confer on the Owners of any
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Obligations or Parity Debt any rights in the Obligations Trust Estate superior or inferior to the
Owners of any other Obligations or Parity Debt.

3. The pledge created by subsection 1 of this Section 501 shall be valid and
binding from and after the date of issuance and delivery of the first Obligations, and the
Obligations Trust Estate shall immediately be subject to the lien of such pledge without any
physical delivery thereof or further act, and the lien of such pledge shall be valid and binding as
against all parties having claims of any kind in tort, contract or otherwise against the Issuer
irrespective of whether such parties have notice thereof,

4, Subject to the provisions of subsection 1 of this Section 501, the
Obligations Trust Estate and the Mobility Tax Receipts and ATA Receipts are and will be free
and clear of any pledge, lien, charge or encumbrance thereon or with respect thereto prior to, or
of equal rank with, the pledge created by the Resolution, and all corporate action on the part of
the [ssuer to that end has been duly and validly taken.

5. The Second Lien Obligations and Second Lien Parity Debt constitute
Subordinated Indebtedness (as defined in the Standard Resolution Provisions) and the rights of
Second Lien Owners to payment of principal of and interest on the Second Lien Obligations and
Second Lien Parity Debt are subordinated to the rights of Owners of Obligations and Parity Debt
to the extent and in the manner provided in this Article V., There are hereby pledged for the
payment of the principal and Redemption Price of, interest on, and Second Lien Sinking Fund
Installments for, the Second Lien Obligations and, on a parity basis, Second Lien Parity Debt, in
accordance with their terms and the provisions of the Resolution, subject only to the provisions
of the Resolution permitting the application thereof for the purposes and on the terms and
conditions set forth in the Resolution, all right, title and interest of the Issuer in the Second Lien
Obligations Trust Estate and subordinate in all respects to the pledge of the Obligations Trust
Estate securing Obligations and Parity Debt created pursuant to subsection 1 of this Section 501.

6. -The Second Lien Obligations and Second Lien Parity Debt are payable
solely from the Second Lien Obligations Trust Estate subject and subordinate to the payments to -
be made with respect to Obligations and Parity Debt from the Obligations Trust Estate as
provided in Sections 504 and 601 of the Resolution, and shall be secured by a lien on and pledge
of the funds in the Second Lien Obligations Trust Estate junior and inferior to the lien on and
pledge of the Obligations- Trust Estate created by the Resolution for the payment of the
Obligations and Parity Debt. The Second Lien Obligations and Second Lien Parity Debt shall be
payable from such amounts as shall from time to time be available for transfer pursuant to
" Section 505.4 - second of the Resolution and any amounts so transferred shall thereafier be free
and clear of the lien of the Obligations Trust Estate. The pledge created by subsection 5 of this
Section 501 shall in all respects secure on a pari passu basis all of the Second Lien Obligations
and Second Lien Parity Debt and, except as expressly so provided, nothing contained in the
Resolution shall be deemed to confer on the Second Lien Owners and the holders of any Second
Lien Parity Debt any rights in the Second Lien Obligations Trust Estate superior or inferior to the
Second Lien Owners of any other Second Lien Obligations and the holders of any Second Lien
Parity Debt.
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7. The pledge created by subsection 5 of this Section 501 shall be valid and
binding from and afier the date of issuance and delivery of the first Second Lien Obligations, and
the Second Lien Obligations Trust Estate shall immediately be subject to the lien of such pledge
without any physical delivery thereof or further act, and the lien of such pledge shall be valid and
binding as against all parties having claims of any kind in tort, contract or otherwise against the
Issuer irrespective of whether such parties have notice thereof.

8. Subject to the provisions of subsections 1 and 5 of this Section 501, the
Second Lien Obligations Trust Estate and the Mobility Tax Receipts and ATA Receipts are and
will be free and clear of any pledge, lien, charge or encumbrance thereon or with respect thereto
prior to, or of equal rank with, the pledge created by the Resolution, and all corporate action on
the part of the Issuer to that end has been duly and validly taken.

: 9. Nothing contained in this Section 501 shall be construed as limiting any
authority granted to the Issuer elsewhere in the Resolution to issue or incur Obligation
Anticipation Notes or Second Lien Obligation Anticipation Notes or shall be deemed a limitation
upon the authority of the Issuer to issue any other bonds, notes or other obligations under the
Issuer Act secured by any income and funds other than the Obligations Trust Estate or the
Second Lien Obligations Trust Estate.

Section 502. Establishment of Funds, Accounts and Subaccounts.

1. The Obligations Proceeds Fund, which shall be held and administered by
the Issuer, is hereby established.

2. The Second Lien Obligations Proceeds Fund, which shall be held and
administered by the Issuer, is hereby established.

3. The Senior Debt Service Fund, which shall be held and administered by
the Trustee, is hereby established.

4, The Second Lien Debt Service Fund, which shall be held and administered
by the Trustee or, if so provided in a Supplemental Resolution, the Second Lien Trustee, is
hereby established.

5. Amounts held at any time by the Issuer, the Trustee or the Second Lien
Trustee in any of the Funds or Accounts established pursuant to this Section shall be held in trust
separate and apart from all other funds. Additional funds, accounts or subaccounts may be
established by the Issuer in its discretion pursuant to this Section upon the delivery of a
certificate to the Trustee or Second Lien Trustee, as applicable, or by Supplemental Resolution.

6. Except as otherwise provided herein or in a Supplemental Resolution, all
investment income earned on amounts on deposit in the Funds, Accounts or Subaccounts
established under the Resolution shall remain on deposit in such Funds, Accounts or
Subaccounts and applied in accordance with the provisions applicable to such Funds, Accounts
or Subaccounts.

Section 503. Obligations Proceeds Fund and Application Thereof.
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1 There shall be established within the Obligations Proceeds Fund a separate
account (“Obligations Proceeds Account”) for each Series of Obligations and within each such
Account a separate Obligations COI Subaccount. Additional Subaccounts may be established by
certificate of an Authorized Officer within each such Obligations Proceeds Account.

2, The Issuer shall pay into the Obligations Proceeds Fund and each
Obligations Proceeds Account, if any, and each Subaccount, if any, such amounts as shall be
provided for by Supplemental Resolution or in the resolution authorizing Obligation Anticipation
Notes. The portion of any such amount determined by Supplemental Resolution to be used for
the payment of Costs of Issuance shall be paid into and disbursed from the related Obligations
COI Subaccount. Excess amounts on any Obligation COI Subaccount may be transferred by the
Issuer to the related Obligations Proceeds Account and applied to the payment of Capital Costs
or transferred by the Issuer to the Senior Lien Debt Service Fund and applied to the payment of
interest on the related Obligations.

3. Unless otherwise provided for in a Supplemental Resolution or in the
resolution authorizing Obligation Anticipation Notes, amounts in each Obligations Proceeds
Account and each Subaccount shall be applied solely to the payment of Capital Costs in the
manner and upon such conditions, if any, as the Issuer may provide in such Supplemental
Resolution or in the resolution authorizing Obligation Anticipation Notes; provided, however,
that, subject to any priority for Obligation Anticipation Notes, if on any interest payment date or
Principal Installment due date the amounts in the Senior Debt Service Fund shall be less than
Debt Service payable on such date, the Issuer shall apply amounts from the Obligations Proceeds
Fund to the extent necessary to make up the deficiency.

Section 504. Second Lien Obligations Proceeds Fund and Application Thereof,

1. There shall be established within the Second Lien Obligations Proceeds
Fund a separate account (“Second Lien Obligations Proceeds Account™) for each Series of
Second Lien Obligations and within each such Account a separate Second Lien Obligations COI
Subaccount. Additional Subaccounts may be established by certificate of an Authorized Officer
within each such Second Lien Proceeds Account,

2. The Issuer shall pay into the Second Lien Obligations Proceeds Fund and
each Second Lien Proceeds Account and each Second Lien Obligations COI Subaccount, such
amounts as shall be provided for by Supplemental Resolution or in the resolution authorizing
Second Lien Obligation Anticipation Notes. The portion of any such amount determined by
Supplemental Resolution to be used for the payment of Second Lien Costs of Issuance shall be
paid into and disbursed from the related Second Lien Obligations COI Subaccount. Excess
amounts in any Second Lien Obligations COI Subaccount may be transferred by the Issuer to the
related Second Lien Obligation Proceeds Account and applied to the payment of Capital Costs or
transferred by the Issuer to the Second Lien Debt Service fund and applied to the payment of
interest on the related Second Lien Obligations.

3. Unless otherwise provided for in a Supplemental Resolution or in the
resolution authorizing Second Lien Obligation Anticipation Notes, amounts in each Second Lien
Proceeds Account, if any, and each Subaccount, if any, shall be applied solely to the payment of
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Capital Costs in the manner and upon such conditions, if any, as the Issuer may provide in such
Supplemental Resolution or in the resolution authorizing Second Lien Obligation Anticipation
Notes; provided, however, that, subject to any priority for Second Lien Obligation Anticipation
Notes, if on any interest payment date or Second Lien Obligations Principal Installment due date
the amounts in the Second Lien Debt Service Fund shall be less than Second Lien Debt Service
payable on such date, the Issuer shall apply amounts from the Second Lien Obligations Proceeds
Fund to the extent necessary to make up the deficiency. :

Section 505. MTA Finance Fund; Application Thereof.

L. The Issuer has previously established the MTA Finance Fund held by the
Issuer in accordance with Section 1270-h of the Issuer Act consisting of a Pledged Amounts
Account and an Operating and Capital Costs Account.

2. So long as any Obligations, Parity Debt, Second Lien Obligations, Second
Lien Parity Debt and Other Subordinated Obligations are Outstanding hereunder, the Issuer shall
establish and maintain in the Pledged Amounts Account a Mobility Tax Receipts Subaccount
and an ATA Receipts Subaccount. All Mobility Tax Receipts shall be immediately deposited
into the Mobility Tax Receipts Subaccount and all ATA Receipts shall be immediately deposited
into the ATA Receipts Subaccount. Amounts held at any time by the Issuer in the Pledged
Amounts Account or any Subaccount therein shall be held in trust separate and apart from all
other funds. ’ '

3. The Issuer shall immediately transfer any ATA Funds deposited to the
Corporate Transportation Account to the ATA Receipts Subaccount in the Pledged Amounts
Account in the MTA Finance Fund.

4. Amounts deposited in any Subaccount in the Pledged Amounts Account
shall be immediately applied by the Issuer as follows: ’

Sirst, transfer to the Trustee for deposit in the Senior Debt Service Fund the
amount necessary so that the amount on deposit therein shall equal the Mobility Tax
Senior Debt Service Fund Requirement;

second, transfer, free and clear of any lien, pledge or claim of the Resolution
securing Obligations or Parity Debt, to the Second Lien Trustee for deposit in the Second
Lien Debt Service Fund, the amount necessary so that the amount on deposit in the
Second Lien Debt Service Fund shall equal the Mobility Tax Second Lien Debt Service
Fund Requirement;

third, transfer to another Person in accordance with the provisions of any
Supplemental Resolution or other authorizing document for the payment of Obligation
Anticipation Notes, Other Subordinated Obligations and Second Lien Obligation
Anticipation Notes; and

JSourth, transfer, in the discretion of the Issuer, free and clear of any lien, pledge or
claim of the Resolution, any remaining amounts, including investment income, if any,

13343757.14



remaining on deposit in the Pledged Amounts Account into the Operating and Capital
Costs Account or as otherwise required or permitted by law.

5. Amounts deposited into the Operating and Capital Costs Account shall be
applied by the Issuer as provided in the Issuer Act.

Section 506. Senior Debt Service Fund.

1. The Trustee shall deposit, upon receipt thereof, all amounts transferred to
the Trustee by the Issuer for deposit in the Senior Debt Service Fund in accordance with Section
505.4. ‘

2. The Trustee shall pay out of the Senior Debt Service Fund to the
respective Paying Agents (i) on or before each interest payment date for any of the Obligations
and any related Parity Debt, the amount required for the interest payable on such date; (ii) on or
before each Principal Installment due date, the amount required for the Principal Installment
(including the portion thereof payable in respect of Parity Debt) payable on such due date; and
(iil) on or before any redemption date for the Obligations or Parity Debt which occurs on any
date other than an interest payment date, the amount required for the payment of interest on the
Obligations or Parity Debt then to be redeemed. Such amounts shall be applied by the Paying
Agents to such payments on and after the due dates thereof.

3 If on any date the sum of the amounts on deposit in the Senior Debt
Service Fund exceeds the Mobility Tax Senior Debt Service Fund Requirement calculated as of
such date, the Trustee shall, unless directed by the Issuer not to make such application or
transfer, first apply or transfer to the Trustee to apply any or all of such excess to cure or reduce
any deficiency then existing in any Fund or Account under the Resolution and then transfer any
and all of the remaining amount of such excess to the Issuer for deposit, in the discretion of the
Issuer, into the Operating and Capital Costs Account or as otherwise required or permitted by
law free and clear of any lien, pledge and claim under the Resolution.

4, In the event of the refunding (including in connection with any payment at
maturity, redemption, purchase, tender or exchange) of any Obligations, the Trustee shall, upon
the direction of the Issuer, (a) withdraw from the Senior Debt Service Fund all or any portion of
the amounts accumulated therein with respect to the Debt Service on the Obligations being
refunded and deposit such amounts, free and clear of any lien, pledge or claim of the Resolution,
with itself as Trustee or with an escrow agent to be held in trust solely for the purchase,
-exchange or payment of the principal or Redemption Price, if applicable, of and interest on the
Obligations being refunded, (b) apply such amounts to pay the Costs of Issuance of the
Refunding Obligations, (c) deposit or transfer to the Trustee to deposit such amounts in any Fund
or Account established hereunder, or (d) pay such amounts over to the Issuer free and clear of
any lien, pledge or ciaim under the Resolution for deposit, in the discretion of the Issuer, into the
Operating and Capital Costs Account or as otherwise required or permitted by law; provided,
however, that no such withdrawal or deposit shall be made unless (i) upon such refunding, the
Obligations being refunded shall be deemed to have been paid within the meaning and with the
effect provided in Section A-1101, and (ii) at the time of and giving effect to such withdrawal
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and refunding, there shall exist no deficiency in any Fund or Account established under the
Resolution,

Section 587. Second Lien Debt Service Fund.

1. The Second Lien Trustee shall deposit, upon receipt thereof, all amounts
transferred to the Second Lien Trustee by the Issuer for deposnt in the Second Lien Debt Service
Fund in accordance with Section 505.4.

2. The Second Lien Trustee shall pay out of the Second Lien Debt Service
Fund to the respective Paying Agents (i) on or before each interest payment date for any of the
Second Lien Obligations and any related Second Lien Parity Debt, the amount required for the
interest payable on such date; (ii) on or before each Second Lien Principal Installment due date,
the amount required for the Second Lien Principal Installment (including the portion thereof
payable in respect of a Second Lien Parity Debt) payable on such due date; and (iii) on or before
any redemption date for the Second Lien Obligations or Second Lien Parity Debt which occurs
on any interest payment date, the amount required for the payment of interest on the Second Lien
Obligations or Second Lien Parity Debt then to be redeemed. Such amounts shall be applied by
the Paying Agents to such payments on and after the due dates thereof.

3. If on any date the sum of the amounts on deposit in the Second Lien Debt
Service Fund exceeds the Mobility Tax Second Lien Debt Service Fund Requirement calculated
as of such date, the Second Lien Trustee shall, unless directed by the Issuer not to make such
application or transfer, first apply or transfer to the Trustee or the Second Lien Trustee, as
appropriate, to apply any or all of such excess to cure or reduce any deficiency then existing in
any Fund or Account under the Resolution and then transfer any and all of the remaining amount
of such excess to the Issuer for deposit, in the discretion of the Issuer, into the Operating and
Capital Costs Account or as otherwise required or permitted by law free and clear of any lien,
pledge and claim under the Resolution.

4. In the event of the refunding (including in connection with any payment at
maturity, redemption, purchase, tender or exchange) of any Second Lien Obligations, the Second
Lien Trustee shall, upon the direction of the Issuer, (a) withdraw from the Second Lien Debt
Service Fund all or any portion of the amounts accumulated therein with respect to the Debt
Service on the Second Lien Obligations being refunded and deposit such amounts, free and clear
of any lien, pledge or claim of the Resolution, with itself as Second Lien Trustee or with an
escrow agent to be held in trust solely for the purchase, exchange or payment of the principal or
Redemption Price, if applicable, of and interest on the Second Lien Obligations being refunded,
(b) apply such amounts to pay the Costs of Issuance of the Refunding Second Lien Obligations,
(cy deposit or transfer to the Second Lien Trustee to deposit such amounts in any Fund or
Account established hereunder, or (d) pay such amounts over to the Issuer free and clear of any
lien, pledge or claim under the Resolution for deposit, in the discretion of the Issuer, into the
Operations and Capital Costs Account or as otherwise required or permitted by law; provided,
however, that no such withdrawal or deposit shall be made unless (i) upon such refunding, the
Second Lien Obligations being refunded shall be deemed to have been paid within the meaning
and with the effect provided in Section A-1101, and (ii) at the time of and giving effect to such
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withdrawal and refunding, there shall exist no deficiency in any Fund or Account established
under the Resolution.

5. The Issuer shall have the right to covenant with Persons to whom Second
Lien Obligations and Second Lien Parity Debt run and with the Second Lien Owners or holders
from time to time of Second Lien Obligations and Second Lien Parity Debt in order to add to the
conditions, limitations and restrictions under which any additional Capital Cost Obligations or
Refunding Obligations may be issued or Parity Debt may be incurred; provzded however, that
the Supplemental Resolution or indenture or other agreement providing for the issuance of such
Second Lien Obligations and Second Lien Parity Debt or the incurrence of such Second Lien
Obligations and Second Lien Parity Debt shall not permit the holders of such obligations to
declare the same, nor to instruct such holders’ trustee to declare the same, to be immediately due
and payable prior to any time that all Obligations and Parity Debt have become due and payable.

6. The Issuer shall have the right to covenant with Persons to whom Other
Subordinated Obligations run and with the holders from time to time of Other Subordinated
Obligations in order to add to the conditions, limitations and restrictions under which any
additional Capital Cost Obligations, Refunding Obligations, Second Lien Capital Cost
Obligations or Second Lien Refunding Obligations may be issued or Parity Debt or Second Lien
Parity Debt may be incurred; provided, however, that the Supplemental Resolution or indenture
or other agreement providing for the issuance of such Other Subordinated Obligations or the
incurrence of such Other Subordinated Obligations shall not permit the holders of such
obligations to declare the same, nor to instruct such holders’ trustee to declare the same, to be
immediately due and payable prior to any time that all Obligations, Second Lien Obhgatlons,
Parity Debt and Second Lien Parity Debt have become due and payable.

ARTICLE VI |
PARTICULAR COVENANTS OF THE ISSUER

The Issuer covenants and agrees with the Trustee, the Second Lien Trustee and the
Owners of all Obligations as follows:

Section 601, Power to Issue Obligations and Effect Pledge of Obligations Trust
Estate.

I. The Issuer is duly authorized under all applicable laws to create and issue
the Obligations, adopt the Resolution and pledge the Obligations Trust Estate in the manner and
to the extent provided in the Resolution. The Obligations Trust Estate is and will be free and
clear of any pledge, lien, charge or encumbrance thereon or with respect thereto prior to, or of
equal rank with, the pledge created by the Resolution, and all corporate action on the part of the
Issuer to that end has been duly and validly taken. The Obligations and the provisions of the
Resolution are and will be the legally valid and binding special obligations of the Issuer
enforceable in accordance with their terms and the terms of the Resolution. The Issuer shall at
all times, to the extent permitted by law, defend, preserve and protect the pledge of the
Obligations Trust Estate and all the rights of the Owners of Obligations under the Resolution
against all claims and demands of all Persons whomsoever.
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2. Until the pledge created in subsection 1 of Section 501 of the Resolution
shall be discharged and satisfied as provided in Section A-1001, the Issuer shall not issue any
bonds or other evidences of indebtedness, other than the Obligations and Parity Debt, secured by
an equal or prior pledge of the Obligations Trust Estate or the Mobility Tax Receipts or the ATA
Receipts, nor create or cause to be created any equal or prior pledge of, or lien, charge or
encumbrance on, any of the items comprising the Obligations Trust Estate or the Mobility Tax
Receipts or the ATA Receipts; provided, however, that nothing contained in the Resolution shall
prevent the Issuer from at any time incurring any Parity Debt in accordance with Section A-201
or issuing Obligation Anticipation Notes secured as provided in Section A-203, Second Lien
Obligations, in accordance with Section 206, Second Lien Parity Debt in accordance with
Section B-202, or Second Lien Obligation Anticipation Notes secured as provided in Section B-
203.

Section 602. Compliance with Laws Relating to Appropriation and Related
Matters. The Issuer covenants and agrees to take all actions on its part and to comply with all
laws required for the Issuer to receive any amounts appropriated to the MTA Finance Fund,
including Section 92-ff of the State Finance Law.

Section 603. Agreement of the State; No Bankruptcy. In accordance with Section
1271 of the Issuer Act, the Issuer does hereby include the pledge and agreement of the State with
the Owners of the Obligations and Second Lien Owners of Second Lien Obligations that the
State will not limit or alter the denial of authority under subdivision 9 of Section 1269 of the
Issuer Act, or the rights vested in the Issuer by the Issuer Act to fulfill the terms of any
agreement made with such Owners and Second Lien Owners, or in any way impair the rights and
remedies of such Owners and Second Lien Owners until such agreements, bonds, notes and
obligations with such Owners and Second Lien Owners, together with the interest thereon, with
interest on any unpaid installments of interest, and all costs and expenses for which the Issuer is
liable in connection with any action or proceeding by or on behalf of such Owners and Second
Lien Owners, are fully met and discharged; provided, however, nothing contained in this Section
or elsewhere in the Resolution shall be deemed to restrict the right of the State to amend, repeal,
modify or otherwise alter statutes imposing or relating to the taxes producing revenues for
deposit in the Financial Assistance Fund, or the appropriations relating thereto.

Section 604. Power to Issue Second Lien Obligations and Effect Pledge of Second
Lien Obligations Trust Estate.

1. The Issuer is duly authorized under all applicable laws to create and issue
the Second Lien Obligations, adopt the Resolution and pledge the Second Lien Obligations Trust
Estate in the manner and to the extent provided in the Resolution. Except for the lien on the
Obligations Trust Estate securing Obligations, the Second Lien Obligations Trust Estate is and
will be free and clear of any pledge, lien, charge or encumbrance thereon or with respect thereto
prior to, or of equal rank with, the pledge created by the Resolution, and all corporate action on
the part of the Issuer to that end has been duly and validly taken. The Second Lien Obligations
and the provisions of the Resolution are and will be the legally valid and binding special
obligations of the Issuer enforceable in accordance with their terms and the terms of the
Resolution. The Issuer shall at all times, to the extent permitted by law, defend, preserve and
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protect the pledge of the Second Lien Obligations Trust Estate and all the rights of the Second
Lien Owners under the Resolution against all claims and demands of all Persons whomsoever,

2. Until the pledge created in subsection 5 of Section 501 of the Resolution
shall be discharged and satisfied as provided in Section B-1001, the Issuer shall not issue any
bonds or other evidences of indebtedness, other than the Obligations, Parity Debt, Second Lien
Obligations and Second Lien Parity Debt secured by an equal or prior pledge of the Second Lien
Obligations Trust Estate or the Mobility Tax Receipts or the ATA Receipts, nor create or cause
to be created any equal or prior pledge of, or lien, charge or encumbrance on, any of the items
comprising the Second Lien Obligations Trust Estate or the Mobility Tax Receipts or the ATA
Receipts; provided, however, that nothing contained in the Resolution shall prevent the Issuer
from at any time incurring any Obligations or Parity Debt in accordance with Section A-201,
issuing Obligation Anticipation Notes secured as provided in Section A-203, issuing Second
Lien Obligations in accordance with Sections 206, Second Lien Parity Debt in accordance with
Section B-202, or issuing Second Lien Obligation Anticipation Notes in accordance with Section
B-203.

ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

Section 701. Obligations Event of Default. Each of the following events is defined as
and shall constitute an “Obligations Event of Default” in respect of Obligations or Parity Debt
under the Resolution:

1. There shall occur a default in the payment of principal, Sinking Fund
Installment, interest or premium on any Obligation or, if so provided in the Supplemental
Resolution, a default in the payment of a mandatory tender for purchase after the same shall have
become due, whether at maturity or upon call for redemption or otherwise which default shall
continue for a period of 30 days.

2. There shall occur a failure to observe, or a refusal to comply with, the
terms of the Resolution or the Obligations, other than a failure or refusal constituting an event
specified in any other subsection of this Section 701 and other than a failure to make all or any
portion of any required deposit into any Fund or Account which failure is the result of the fact
that the Issuer has not received sufficient Mobility Tax Receipts or ATA Receipts, as
appropriate, to make such deposit; provided, however, that such failure or refusal shall have
continued for a period of 30 days after written notice, specifying such failure and requesting that
it be remedied, is given to the Issuer by the Trustee, unless the Trustee shall agree in writing to
an extension of such time prior to its expiration, and provided further that if the failure stated in
the notice cannot be remedied within the applicable period, the Trustee shall not unreasonably
withhold its consent to an extension of such time if corrective action has been instituted by the
Issuer within such period and is being diligently pursued.

3, The State or any Final Judgment shall limit or alter the denial of authority
under subdivision 9 of Section 1269 of the Issuer Act to the Issuer or, subject to the proviso
contained in Section 603, shall limit or alter the rights and powers vested in the Issuer by the
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Issuer Act to fulfill the terms of any agreements made by it with the holders of any notes, bonds,
or lease or other obligations, or in any way impair the rights and remedies of such holders until
such agreements and all such obligations, together with the interest thereon, with interest on any
unpaid installments of interest, and all costs and expenses for which the Issuer is liable in
connection with any action or proceeding by or on behalf of such holders, are fully met and
discharged.

4, ‘The pledge created in subsection 1 of Section 501 of the Resolution shall,
at any time and for any reason, cease to be in full force and effect or a Final Judgment shall be
rendered which shall declare the pledge to be null and void, or shall declare that the pledge does
not establish in any material respect the<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>