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FINANCE AND BUDGET COMMIITEE
SEPTt~;MHI!;K 18 2003

SUBJECT: REFUNDING OF PROP C BONDS

ACTION: ADOPT RESOLUTION AUTHORIZING ISSUANCE OF
AUCTION RATE SECURITIES AND USE OF AN INTEREST
RATE SWAP

RECOMMENDA TIO~

Adopt a reso~utjon authorizing the Chief Executive Officer to priee and deliver up to
$405 million of auction rote securities as the Proposition C Second Senior 2003-
refunding bmds , in one or more series of auction rate securities to be issued to refund
portium ufthe P;up C 1993- am.l1995-A bomb, and tu enter into one 01 more
related interest rate swaps , and to approve documents on tile with the Board Secretary
for a negotiated bond sale and competitive swap provider selection. (Attachment A).
(Requires separate, simple majority Board vote.

RATIONALE

Cuncnt Jow interest rates are providing MT A the opportunity to refund up to 5368
mimoD of bonds consisting of portions of the outstanding Prop C 1993-B series bonds
and Prop C 1995-A series bonds to achieve debt service interest savings. In August
2003 , the Board approved appointment of Bear Stearns and Lehman Brothers as
underwriters and remarketing agents 1'0: these variable rate bonds, In July 2003 , the
Board approred the sale of fixed rate refunding bonds via competitive sale. However
due to the recent rise in interest rates , issuance of a fixed interest ratc bonds is not
projected to meet Debt Policy refunding guidelines.

In this same higher interest rate environment, use of the recommended London
Interbank Of:ering Rate (LlBOR) indexed interest rate swap strategy is projected to
gc:1crate savings of as much as $22 miLiou if an $368 miUion of bonds meet the Dcbt
Policy refunding guidelines. The swap(s) would be cntered into in accordance with
the Interest Ratc Swap Policy adopted by the Board in June 2003.

FINANCIAL IMPACT

The costs of issuance for this refunding were not budgeted for FYO4 because ~he
refunding was not anticipated at the time ofthc budget s development. However, the
refunding will genen.te a favorable variance in debt service interest , project 610311
account 51124 , in FYO4 to offset the unfavorable variance to costs of issuancc-



AL TERNATIVES CONSIDERED

Alternatives considered include:

Issuing ttxed rate bonds to accomplish the refunding. This alternative is not
rccommended because in the eurrent interest rate envirOl11i1ent , issuance of a ::Jxed rate

bond will not Jower thc interest rate sufficiently to mcct the Debt Policy refunding
guidelines.

Deferring the rettmding to a later date. This alternative is not reeommended due to the
risk that interest rates may continue to rise and potemiaJ savings will be lost.

Other fi nanci n g techn i q ues have a 130 been consi dered, such as the use 0 f a cost. of fund s
swap or a SMA indexed swap. The SMA :ndex is the Bond Market Association Doaling
rate index , an index 0: municipal floating rate securities. They are not recommended
because the recommended LlBUR financing provides a better overall financial benefit.

ATTACHMENTS

A. Authorizing Resolution

B. Transaction Explanation
C. Swap Presentation
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A TT ACHME1XT 

RESOLUTION OF THE LOS ANGELES COUNTY
METROPOLITAN TRANSPORTATION AUTHORITY

AL~THORIZING THE ISSUANCE ~~D SALE OF ONE OR
MORE SERIES AND/OR SLBSERIES OF ITS MULTI-MODAL

PROPOSITION C SALES TAX REVENUE REFUNDING BONDS,
SECOND SENIOR BONDS AND APPROVING OTHER RELATED MATTERS

(PROPOSITION C SALES TAX)

WHEREAS, the Los Angeles County Metropolitan Transportation Authority (the
MIA"), as successor to the Los Angeles County Transportation Conunission (the
Commission ), is authorized , under Chapter 5 of Division 12 of the California Public Utilitics

Code (the "Act ), to issuc bonds to finance and refinance the acquisition, constnletion or

rehabilitation of facilities to be used as part of a county\vide transit system; and

WHEREAS , pursuant to the provisions of Section 130350 of th(: California Public
Utilities Code, the Commission was authorized to adopt a retail t:-ansactions and use tax
ordinance appJicabl~ in the incorporated and unincorporated tcrrirory of the County of Los
Angeles (the "County ) subject to the approvaJ by the voters of the County; and

WHEREAS, the Commission, by Ordinance No. 49 adopted on August 28, 1990
Ordinance No. 49"), imposed a YI of 1 % retail transactions and llse tax upon retail sales of

tangible pcrsonal propcrty and upon the storage, use or other consumptIon of tangible personal
property in the County, thc proceeds of the tax to be used for public transit purposes (the
Proposition C Tax

), 

and such tax was approved "oy the c1cetors of the County on November 6
1990; and

WHEREAS, the rever.lies received by the MTA from the imposition of the transactions
and use tax arc, by statutc , directed to bc used for public transit purposes, which purposes
include a pledge of such tax to secure any bonds issued pursuant to the Act and include the
payments or provision for the payment of the principal , any premium and interest on the bonds
and the costs of issuance of the bonds; and

WHEREAS , the MTA is planning and cngineering a Countywide rail , bus and highway
transit system (the "Rail, Bus and Highway Transit System ) to serve the County and has
commenccd construction ofponions of the RaiJ , Bus and Highway Transit System; and

WHEREAS , to facilitate the deveJopment and construction of the Rail , Bus and Highway
Trar.sit System , the MT A , as authorized by thc Act , pursuant to the terms of a Trust Agreement
dated as of October 1 , 1992 , as amended and supplcmented (the "Trust Agrccmcnt" :I, by and
bctween the Commission, as predecessor to the MT A , and Barlie of America National Trust and
Savings Association, the predecessor trustee to U.S. Bank Trust National Association, as
succeeded by merger by U.S. Bank National Association (the "Trustee ), issued $516, 855,000 of
its Proposition C Sales Tax Revenue Bonds, Second Senior Honds , Series 1992-A (the "Series
1992-A Bonds ) pursuant to a First SuppJemental Trust Agreement, dated as of October 1 , 1992
by and between the Commission, as predecessor to the MT A, and be Trustcc; issucd
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S204 095 000 of its Proposition C Sales Tax Revenue Refunding Bonds , Second Senior Bonds
Series 1993-A (the "Scrics 1993-A Bonds ) pursuant to a Third Supplemental Trust A greem L'flt 
dated as of June J , J993 , by and between the MTA and the Trustee; issued $312 350 000 of its
Proposition C SaJcs Tax Revenue Bones , Second Senior Bonds, Series 1993-H (the .'Series
J993-B Bones ) pursuant to a Fourth Supplemental Trus: Agreement, dated as of November 15
1993 , by and between the MIA and the Trustee; issued S250 000 000 of its Proposition C Sales
Tax Revenue Bonds, Second Senior Bonds , Se:-ies 1995-A (the "Series 1995-A Bonus ) pursuant
to ::I Fifth Supplemental Trust Agreement dated as of June 1 , J 995 , by and between the MT A and
the Trustee; is.med $219 710 000 of its Proposition C Sales Tax Revenue Refunding Romis
Second Senior Bonds, Series 1998- (the "Series 1998-A Honds ) pursuant to a Sixth
Supplemental Trust Agreement, dated as of"\larch 1, 1998 , by and between the MTA and the
Trustee; issued S 124 805 000 of its Proposi:ion C Sales Tax Revenue Bonds, Second Senior
Bonds , Series 1999-A (the "Series 1999-A Bonds ) pursuanl to a St:venth Supplemental Tl1lst
Agn;ement, uateu as of February 1, 1999, by and bern-cen the MTA and the T11lstee; issued

S 161 995,000 of its Proposition C Sales lax Revenue Bonds, Second Scnior Bonds , Series 2000-
A (the "Series 2000-A Bonds ) pursuant to a Eighth Supplemental Trust Agreement dated as of
November 1 , 2000 , by and between thc MTA and the Trustee; and issued $94 840 000 of its
Proposition C Sales Tax Revenue Refunding Bond3 , Second Senior Bonds , Series 2003-A (the
Series 2003-A Bonds ) pursuant to a Ninth Supplemental Trust Agreement dated as of March 1

2003 , by ;md between the MTA and the Tmstec (collectively, the "Prior Bonds ); and

VI.'HEREAS , thc MT A has pledged the Proposition C T::IX (less the 20% local alJocation
and the State Board of Equalization s costs of administeting such tax) to secure the Prior Bonds;
and

\\'HEREAS , the MTA now desires to provide for the issuance of one or more series or
.lbseries from time to tirne of its Propositio:1 C Sales Tax Revenue Refunding Bonds , Second

Senior Bonds (the "Refunding Bonus ) (a) to refund a11 or a portion of the outstanding Series

1993-B Bonds and the Series J 995-A Bonds: (b) to fund or make provision for one or marc
reserve 1unds, ifnccessary, tor the Refunding Bonds; and (c) to pay certain costs related thcrcro;
and

WHbREAS, on July 24, 2003 the MTA adopted "RESOLUTION OF TEE LOS
ANGELES COlNTY METROPOLITAN TRANSPORTATION AUTHORlTY
AUTHORIZING THE ISSUA1\CE AND SALE OF ONE OR MORE SERIES OF ITS
PROPOSITION C SALES TAX REVENUE REFUNDING BONDS SECOND SENIOR
DOl\DS AND APPROVING OTHER RELATED MATTERS (PROPOSTTTON C; ~ALES
TAX)" (the "Fixed~Rate Resolution ); and

WHEREAS , the fixed-Rate Reso:ution authorized staff of thc MT A to proceed \vith the
refunding of aU or a portion of the outstanding Series 1993-B Bonds and the Series 1995-
Bonds through the issuance of the Refunding Bonds as fixed-rate obligations; and

WHEREAS, the MT A has detcTI11incd that it is in its best financiaJ interest to have the
flexibility to refund all or a portion of the outstanding Series 1993-B Bonds and the Series 1995-
A Bonds through the issuance of the Refunding Bonds as multi-modaJ obligations (including, but
not limited to , auction rate obligations) and/or as well as fixed-mte obligations; ::Inri.
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VlHEREAS , if the Refunding Bonds are issued as variable interest rate obligations , in
orderto fix thc ratc of interest payable by the MTA on the Refunding Bonds , the MT A desires to
enter into one or more interest rate swap agreements with one or more swap providers , wherein
such swap provider(s) wi11 agree to pay to thc MT A a sum calculated at a variable interest rilte
and the MT A will agree to pay a sum calculated at a fixed interest ratc to the swap proyider(s);
and

V,rHEREAS, there have been presented to :hc MTA forms ofthe following docuIT.ents:

(a) a Supplemental Tmst Agreement (the "Supplemental Trust Agreement"
hy and between the MT A ar.d the Trustee, the form of which will be used in connection
with the issuance of each series and/or subseries of the Refunding Bonds;

(b) an Escrow Agreement (the "Escrow Agreement") by and among the MTA
the Trustee and U. S. Bank Naticoal Association, acting as escrow agent thc form of
which will be uscd in conncction with the refunding and defeasance of all or a portion of
the outstanding Series 1993 - B Bonds and the S eri es 1995 - A Bonds;

(c) a Preliminary OfficiaJ Statement (the ';Prclill1lI1ary OHicial Statement"
the form of which will be used in connection with the sale of each series and/or subseries
of the Refunding Bonds, which describes the Refunding Bonds, the MTA and its
operations;

(d) a Broker-Dealer Agreement (the "Brokcr-Dcaler Agreement") by and
among the MTA , the auction agcnt and the broker-deaJer, the fonn of which will bc used
in conncction wib the auctioning of each series and/or subseries of Reft.;nding Bonds
from time to time;

(e) an Auction Agreemenl (the "Auclion Agn::emeIlt ) by and among 1he

MT A thc auction agent and the broker-dealer, the form of which will he used in
connection with the auctioning of each series and/or sub series of Refunding Bonds from
time to time;

(f) a bond purchase agreement (the "Purchase ContraCl") to be dated the date
of the sale of each senes and/or sub series 01- the Refunding Bonds, between the
applicabll; underwritlOr(s) of the respcctivt: serit:s aud!ur subst:;-il;:s of thc Refunding
Bonds and tr.e MTA, the foTI11 of which wit be used in connection with the sale of each
series and/or subseries of the Refunding Bonds;

(g) 

an Interest Rate S~'iap Agreement (the "Swap Agreement") the form of
which will be used in cOImection with the swapping of the variable interest rate on each
SLTICS ami/or subscries of thc RefumJing Bomb to a fixed rate interest; and

(h) a Continuing Disclosure certi ficate by the MT A , the foITIl of which will
be used in connection wit~ t~e issuance of each series and/or subseries of lhe Rdumling
Ronds , in order to ass; st the unden~/riter(s) of each series and/or subscries of Refunding
Bonds in complying with Securities and Exchange Commission Rule 15c2- 12(b)(5) (the
Continuiag Disclosure Certiiicate
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VvrfFREAS , the MT A has heen 2oviseo hy its Rono Counsel that such documents are in
appropriate form, and tht: MTA hereby acknowledges that said documents will be mod:fLed iUld
amended to reflect thc various details applicable to cac:1 series and/or subseries of Refunding
Bonds and said documents are subject to completion to reflect the results of the sale or sales
from time to time , of each series and/or subseries of Refunding Bonds; and

WHEREAS, the MTA has determined that it is in the best interests of the public
transportation needs of the County to provide for the issuance and sale of one or more scrics
2.lldJor subseries of the Refunding Bonds , ITom time to time, to refund all or a portion of the

outstanding Series 1993-B Bouds and Series t 995-A Bonds; c.nd

WHEREAS , the Proposition C Tax , less the 20% allocated to local jurisdictions and less
the costs of the Stare Board of Eqmlizarion for administering the Proposition C Tax , is herein
rcfcrrcd to as the "Pledged Taxes ; and

WHEREAS , terms used in this Resolution and not otherwise defined herein shall have
the meanings assignoo to them in the Trmt Agreement or the Supplerr_ental Trust Agreement;

1\OW, THEREFORE, BE IT RESOLVED BY mE LOS ANGELES COUNTY
METROPOUT AN TRA\TSPOR T A TION AUTHORITY, AS FOLLOWS:

Section 1. Findings. The MT A hcrcby finds and determines that:

(a) The issuance of one or more series and/or subseries from time to time of
the Refunding Hands to rcflnanec a portion or the development and construction of the
Rail , B'Js and Highway Transit System by refunding an or a portion of the outstanding
Series 1993-B Bonds and Series 1995- Bonds, to fund or provide for one or more
reserve funds , if necessary, and pay certain costs related thereto is in the public interest.

(b) Undcr the provisions of Ordinance No. 49 , aJl of the Plcdged Taxes are
revenues of the MTA available for rail , bus and highway transit purposes and are
available to '::Ie and are, by the terms of the resolutions and the Trust Agreement under
whieh the Prior Bonds were issued, pJedged to secure the Prior Bonds and are pl::::dgcd to
secure the Retunding Bonds , and , by this Resolution , such pledge is rcaffirmed.

(c) The provisions contained in the Trust Agreement, as previously amended
and supplemcntcd, and in the fonn of the Supplemental Trust Agreement are reasonable
and p:-op er for thc security 0 f the ho I del's 0 reach seties andlor subseri es 0 f the Refunding
Bonds.

Section 2. Issuance of Refunding Honds; Terms of Refunding Bonds. .For the

purposes of refunding all or a portion of the outstanding Series 1993-8 Bonds and the Series
J 995-A Bonds , funding or providing for a ponion of the Reserve Fund , if necessary, established
lU1der the Trust Agreement and paying certain costs reJated thereto, the MT A hereby authorizes
the issuance of one or more series and/or subscries of its Proposition Sales Tax Revenue
Refunding Bonds , Sccond Senior Bonds. from time to time or at the same time. The total
aggregate principal amount of Rcfunding Bonds issued from time to time under this Resolution
(whe!her in one series or multiple series and/or subseries) shal1 not exceed (a) the Jesser of
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S40S OOO OOO (in the aggregate) or $405 000 000 (in the aggregate) minus the totaJ princlp:11
amount uf bunGs issued pursuant to tne Fixed-Rate Resolution , (b) plus the amount of Clny

original issue premium at which each series and/or subseries of the Refunding Bonds mal' be
sold. The Chair of the MTA , any Vice Chair of the MiA, the Chief bxecutive Officer ("CbO"
of the MIA any Deputy Chief Executive Officer ofthe MT A , the chie: Financial Officer of the
MTA , the Executive Officer, Finance of the MT A , the Treasurer of the MT A and any written
designee of thc CEO , or any of them (eadl a "De~igmllerJ Officer ), acting in accunJam;e with
this Section 2 , arc each hereby authorized to detennine the actual aggregate principal aIT.ount of
each series ~.nrllor slJhseries IlfRefllTldinp; RoTlds to be issued from time to time (nor in excess of
the maximum amOLmt set forth above) and to direct the cxecution and authcmication of each
;;eri~;; and/or subscries of Refunding Bonds in such amounts. Such direction shaH be conclusive
as to the principal amounts hereby authorizcd. Each series and/or subseries of Refunding Bonds
shalt be in fully registered form and may be issued as Book-Entry Bonds as provided in the f()TI11

ufthc SuppJemcntal Trust Agrccment. Payment of principal of, interest on and premium , if any,
on each series and/or subseries of Refunding Bonds shall be made at the placc or places and in
the manncr provided in each applicable Supplemental Trust Agreement.

Each series and/or subseries of ReflU1ding Bonds shall be issued as CUITent interest bonds
and shaH be initially available in denominations of 525 000 and intcgral multiples thereof. or
such otter denominations as may bc authorized by a Designated Officer. Each series and/or
subscrics of Refunding Bonds shall , when issued, be in the aggregate principal amounts and
serial and/or tenn maturitics and be dated as provided in the finaJ fonD or fonns of thc applicable
Supp!ementaJ Trust Agreement. Each series and/or subscries of Refunding Bonds shall initially
bear interest at a variablc rate as described in the final fonn or fonus of the applicable
Supplerr.ental Trust Agrccment but in any event not in excess of tv.:clve percent (12%) pcr
annum. Interest on the Refunding Bonds shan be paid on the dates set forth in the final rom or
Corms of the applicable SuppJemental Trust Agreement. Thc Refunding Bonds shaH be soJd in a
manner ":)y which the interest thereon is excludabJe from gross income under the Code. Elich
series and/or subserics of Refunding Bonds shall be subject to redemption at the option of the
MI A. on such terms and conditions as shall be set !orth in each applicable Supplemental Trust
Agreement. The Refunding Bonds which are term bonds shall aJso be subject to mandatory
sinking fund redemp~ion as shall be set forth in thc appJicablc SupplememaJ Trust Agreement

ExeeCltion and deJivery of each SuppJemental Trust Agreement, which document(s)
contain the maturities and intcrest rate modes within parameters set forth in this Resolution , shall
constitute conclusive evidence of tr.c MT A' s approval of such matUtities and interest rate modes
for each series and/or 5ubseries of Refunding Bonds.

Section 3. Pledge of Pledged Taxes. Thc Pledged Taxes arc hereby irrevocably pJedged
in accordance with the terms or the Trust Agreement to secure the Prior Bonds , each sel ies
and/or subseries of Refunding Bonds, and any additional bonds whieh may subsequently be
issued under and secured by the teans of the Trust Agreement. Except for t\e Prior Bonds , the
MTA hereby eonfinns that it has not prcviously granted any prior or patity intercst in SLlch
Pledged Taxes , and the MT A hereby agrees that , exccpt as permitted by the Trust Agreement (as
amctldcd in accordance with its tenns), it will not , 2.S long as any of the Refunding Bonds remain
outstanding, grant or attempt to grant any prior or parity pledge , lien or other interest in the
PJcdgcd Taxcs to sceurc any other obligalions of the MTA.
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Section 4. Special Obligations. Thc Refunding Bonds shaH be special obligations of
the MY A secured by and payable from 1he Pledged Taxes and from the funds and accounts held
by the Trustee under the Trust Agreement. The Refunding Bonds shaH also be secured by and be
paid from such other sourccs as the MT A may hereaftcr provide.

Section 5. Forms of Refundil1g Bonds. The Refunding Bonds and the Trustce
Ccrtificatc of Authentication to appear thereon shaH be in substantially the founs set forth in the
Exhibits to the applicable Supplemental Trust Agreement, with such necessary or appropriate
variations, omissions and insertions as pennitted or required by thc Trust Agreement or each
Supplemental Trust Agreement or as a?propriate to adequately reflect the tenus of each such
series and/or subseries of Refunding Bonds and the obligation re?resented thereby

Section 6. l:xecution of Refunding; Bonds. Each of the Refunding Bonds shall be
executed on behalf of the MT A by any Designated Officcr and any such execution may be by
manual or facsimile signature , and each bond shalJ be authenticated by the endorsement of the
Tn.:stee or an agent of the Trustee, Any facsimile signature of such Designatcd Officer(s) sbalJ
have: the same force and effect as if such oftiecr(s) had manual1y signed each Dfsueh Refunding
Bonds.

Section 7. Approval of Documentsj Authorization for Execution, The fo rnl , terms
and provisions of the Supplemental Trust Agreement and the Escrow Agreement , as presented at
this mecting, within the parameters set forth in this Resolution are in all respects approved , and
any Designated Officer, anyone or more thereof, are hereby authorized empowered and directed
to exeCllte , acknowledge and deliver from time to time each applicable Supplemental Tmst
Agreement and each applicable Escrow Agreement for the respective series andlor subscrics of
Refunding Bonds , including counterparts thereof, in the name of and on behalf of th~ MT A.
Each SuppJemental Trust Agreement and each Escrow Agreement, as executed and delivered
shaH be in substantiaHy the fonns now before this meeting ane hereby approved , or with such
changes therein as shall be approved by the hereinabove specified officer or officers ofthe r...n A
executing the same; the execution lherw r shaH wnstitute conclusive evidence of the MTA' 
approval of any and all changes or rev:sions therein from the Conn of the Supplemental Trust
Agreement and the Escrow Agreement now before this meeting; and trOll and after the
execution and delivery of each Supplemental Trust Agreement and each Escrow Agreement, the
officers , agents and employees of the MT A are hereby authorized , empowered and directed to do
all such acts and things and to execute all such documents as may be necessary to cany out and
comply with the provisions of each Supplemental Tf'Jst Agreement and each Escrow Agreement.

Section 8. Sale of Refunding Bonds.

(a) The MT A hereby authorizes the saJe of each series and/or subseries of the
Refunding Bonds through a private , ncgotiated sale to Bear, Steams & Co. Inc. and
Lehm2.n Brothers Inc. (collectively, the "Underwriters ). In connection thcrewith , the
MT A hereby approves the form of the Preliminary Official Statemcnt (the "Preliminary
Official Statement") presented at this meeting and authorizes the Underwriters to
distribute (v:a written forum and/or through electronic means) the Preliminary Official
Statement to market th~ Refunding Bonds from time to time, with such additions

deJetions and changes as the Designated Officers , 0:' any of tr , deemed to be
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appropriate for the specific series and/or subseries of Refunding Bonds for which meh
Preliminary OfficiaJ Statement is being distributed. The Underwriter:; an: hereby further
authorized to distribute (via written fonnat and/or through electronic means) copies of the
MIA' s most recent annual audited financial statements and such other financial
statements of the MIA as any Dcsignated Officer, anyone or more thereof, shall
lIpprove. Each Preliminary Official Statement shall be circulated for use in selling each
series and/or subseries of Refunding Bonds at such time or times as it DesigIlatl:u Onicer
(after consultation with the MTA' s financial advisor and Bond Counsel and such other
advisors as the Dcsignated Ofticer believes to be usefilJ) shall determine that each
Preliminary Official Statement is substantially final within the meaning of Rule 15cl-
promulgated under the Securities Exchange Act of 1934 , as amended , said detennination
to be conch.:sively evidenced by a certificate signed by the Designated Officer to such
dfect , and any such action previously taken is hereby confirmed, ratified and approved.

(b) Each series and/or subscrit:s of the RefL.wling Bonds, if sold to the
UndeIWriters from time to time, shall be sold subject to an underwriters ' discount

(excluding original issue discount and premium) not to exceed $2.50 per $1000 of
:3rincipal amount of each series and/or sub series of thc Refunding Bonds and subject to
the teans and conditions set forth in the form of the Purchase Contract. The form, terms
and provisions of the Purchase Contract as presented at this meeting, within the
parameters set forth in this Resolution are in aU respect~ approved, and any Designated
Officer, anyone or more thereof, are herehy authori7ed empowered and directed to
execute , acknowledge and deliver from time to time cach applicable Purchase Contract
for the respective series and/or sub series of RefundinB Bonds, including cOlmtcrparts
thereof, in the name of and on behalf of the MTA. Each Purcha5e Contract , as executed
and delivered, shan be in substalltialJy the fonn now before this meeting and hereby
approved, or with such changes therein as shaH be approved by the hereinabove spedfied
officer or officers of the T\ifT A executing the same; the execution thereof shall constitute
conclusive evidence of the MTA' s approval of any and all changes or revisions therein
:rom the form of the Purchase Contract now before this meeting; and from and after the
execution and delivery of each Purc~asc Contract, the officers , agents and employees of
the MT A are hereby authorized, empowered and directed to do all such acts and things
and to cxecute a11 such docwnents as may be necessary to carry out and comply with the
provisions 0: each Purchase Contract.

(c) Upon the execution and delivery of each Purchase Contract , from time to
time, the Designatl;:u. Offll:I;:n; ~hdl pruviuI;: for tlLI;: pn::paration , publication , cxeeutiol: anc
delivery 0 f one or mOYen naJ 0 fficial S tatemen t( s) in the form of the Preliminary Official
Statement as presented at this meeting, with such additions, deletiom and changes as the
Dcsignatcd Officers , or any of them, deemed to be appropriate for the specific series
and/or s'.lbseries of Refunding Bonds for which such final Official Statement is being
distributed. Any Designated O:ncer is her~by authorized and directed to exccute and
deliver the final OfficiaJ Statement(s) in the name and on behalf of the MIA. The
Undcrvaiters arc hereby authorized to distribute (via writtcn fonnat and/or through
electronic means) the final Official Statement to mar:Cet the Refunding Bonds from timc
to time.
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(d) The form and content of the Continuing Disclosure Certificate pr~scnted at
this meeting to be dated the applicable date of delivery of eaeh series and/or subseries of
Refunding Bonds, is hereby approved and the MTA' s obligation to provide the
information as described therein is approved and any Designated OJlicer is hereby
authorized and directed to execute and deliver a Continuing Disclosure Certificate, "!farn

lime to ~ime , in substantially the fonn and subs1ance presented at this meeting but with
~uch changes ami additions as the Designated Officer shan approve as being: h the best
interests of the :VITA or required to compJy with securities rules , such approval to be
20ndusiveJy evidenced by the Designated Officer s execution and delivery of each such

Continuing Disctosure Certificate.

(e) The MT A hercby appoints Bear, Stearns & Co. Inc. and Lehman Brothers
Inc. each as a broker-dealer for a11 or a portion of each series and/or subseries of the
Refunding Bonds. In addition to the undeI\vriter s discount and/or undcnvriting fees to
x paid to the U nuenvri tens as appro veu pursuant to (b) above , the MT A hen:b y appro 

the payment of a brokcr-dealcr fee to each broker~dealer of not to cxceed twenty-five (25)
Jasis points (0.25%) per illillum of the weighted average of the principal illnount of the
Refunding Bonds outstanding for which such broker-dealer has been appointed brokcr~
dealer, plus certain out-of-pocket expenses incurred by such broker-dealer. The form
tenns and provisions of the Broker-Dealer Agreement as presented at this meeting, within
the parameters set forth in this ResoJution are in all respects approved, and any

:)esignated Officer, anyone or more thereof, are herehy aulnori7cd empowered and
directed to execute, acknowledge and deliver from time to time separa1e Broker-Dealer
Agreements for each series and/or subseries of Refunding Donds for each respective
broker-dealer, including counterparts thereof, in the name of and on behalf of the MTA.
Each Broker-Dealer Agreement , as executed and delivered, shan be in substantially the
Conn r.ow before this meeting and hereby approved , or with such changes therein as shall
be approved by the hereinabove specified officer or officers of the MTA executing the
same; the execution thereof shaH constitute conclusive evidence of the MTA' s approval
of any and all changes or revisions therein from the form of the Broker-Dealer
Agreement now before this meeting; and tTom and after the execution and delivery of
each Broker-Dealer Agreement, the officers, agents and employees of the MT A arc
hereby authorizcd, empowered and directed ~o do all such acts and things and to execute
an such documents as may be necessary to carry out and comply with the provisions of
each Broker-Dealer Agreement.

(1) Tht: MT A lu:n::b)' authorizt:s one or IIlon~ Dt:signated Offiet:rs h.l sdeci
after consultation with the MT A' s financial advisors and the broker-dealers appointed in
(e) above, one or more auction agents for all or a portion of each series and/or subseries
of the Refunding Bonds. Such auction agcnt(s) shaH meet the qualifications set forth in
the faun of the Supplemental Trust Agreement presented and approved at this meeting.
Such auction agent(s) and the MT A will enter into one or more Auction Agreements
from time to time, which, Auction Agreements wilJ be substantially in the fonn of the
Auction Agreement as presented at this meeting. The fonn , tenus and provisions oithe
Auction Agreement as prcsentec. at this meeting, within the parameters set forb in this
Resolution are in. all respects approvcd , and any Designated Officer, anyone or more
thereof, are hereby authorized empowered and directed to execute, acknowledge and
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deliver from time to time an Auction Agreement for each series and/or subseries of
Refunding Bonds , inc1ucting counterparts thereof, in the namc of and on behaJf of the
MT A. Each Auction Agreement, as exceutcd and delivered , shall be in substantially the
TOnTI now before this meeting and herBby approved , or with such changes therein as shall
be approved by the hereinabove specified officer or officers 0 f the MT A executing the
same; the execution thereof shall comtitute conclusive evidence of the MTA' s approval
of the auction agent(s) selectcd by the Designated Officer(s) and of any and all changes
or revisions therein from the form of the Auction Agreement now before this meeting;
and from and after the execution and delivery of each Auction Agreement , the officers

agents and employees of the MIA are hereby authonzed, empowered and directed to do
all such acts and things and to execute aU such documents as may be necessary to canoy

out and comply with the provisions of each Auction Agreement.

(g) 

Any Designated Officer, on behalf of the MT A, is further authorized and
dircctcd to cause one or more 'Written notices to be provided to the California D!.:bt ami
Investment Advisory Commission of the proposed sale of each series and/or suJseries of
Refullding BOllds, said Ilotil,;e(s) to be provided in accordance with Section 88.)5 ct seq.
of the California Government Code, to file the notice(s) of final sale with said
Commission, to file the rebates and notices reqClired undcr section 148(t) and 149(e) of
the Intcmal Revenue Codc of 1986 , as amended, and to file such additional notices and
reports as are deemed necessary or desirabJe by such Designated Officer in connection
with each series and/or subseries of Refunding Bonds , ami any prior such notices arc
hereby ratified, confirmed and approved.

Section 9. Trustee, Paying Agent, Registrar and Escrow Agent. The MTA hereby
appoints U. S. Bank National Association as Trustee , Paying Agent and as Registrar for each
series and/or subseries of the Refunding Bonds. Additionally, the MTA hereby appoints U.
Bank National Association as esl.:row agmt in wnncl.:tion with the refunrJing of an Of a po1iion of
the outstanding Series 1993-B Bonds and the Series 1995-A Bonds. Such appointments shall be
effective upon the issuance of each series and/or subseties of Refunding Bonds , from time to
time , and shall remain in effect until the MTA , by supplemental agreement, resoJution or other
action, shall name a substitute or successor thereto.

Section 10. Bond Insurance and Reserve Fund Surety Bond. In connection with the
sale of each series and/or sub series of Refunding Bonds. the Designated Officers are hereby
authorized to purchase on behalf of the MTA one or more policies of munic.ipal bond insurance
for some or all of the Refunding Bonds and to purehasc one or more reserve fund surety honds
for the Refunding Bonds on such tems as shal1 be acccptable to the Underwriters and the
Designated Officer. If purchased by the MTA, said insurance and/or reserve fund surety bond
shall contain such tenus and conditions as shaH be acceplable to said Di::signalcd OffiL:t:r(s).

Section 11. Interest Rate Swap Agreement After reviewing the results of an

evaluation undertaken by the MT A's Chief Financial Offil,;i::r, the MT A' s Treasurer, thc MT A'
flllR:lciallswap advisor and bond collnseJ (which reviewed the benefits and pCltential area", ofrisk
set forth in Section V. ofth~ Swap Policy (as defined hi;:reinafter)), and a term sheet which sets
forth ccrtain tcnns of the proposed intcrest rate swap transaction (collectively, the "EvaJuation
the MT A authorizes any Designated Officer to enter into one or more interest rate swap
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transactions, from time to time, with one or more of the eounterpartics described in the
EvaJuation, in connection with each series and/or subseries of thc Refunding Bonds issued as
variable interest rate obJigations. The MT A hereby finds that the interest rate swaps described in
the Evaluation will be used to alter interest rate risk andior altcr the cas: of borrowing in a
beneficial manncr, and when used in combination with the Refunding Bonds, future series of

bonds and the Prior Bonds win enhance the relationship between risk and return , and achieve
other policy objectives of the MTA. In connection with each interest rate swap transaction
entered into by the MTA the Designated Ofticers 2re hereby authorized to enter into one or more
interest rate swap agreements with one or more of the swap collllterparties described in the
EvaJuation, provided such interest rate swap agreement meets the quaJitications set forth ir. the
MTA' s Interest Rate Swap Poliey (June 2003) (the "Swap Policy ), Said intereat rate swap
agreement shall be in the fonn and contain thc terms and provisions of the Interest Ratc Swap
Agreement as presented at this meeting, within the parameters set forth in this Resolution, tht
Swap Policy amI the Evaluation. The form, tenus and provisions of the Interest Rate Swap
Agreement as presented at this meeting, wlthin the parametcrs set forth in this Re5o1ution, the
Swap Policy and the Evaluation are in all respects approved, including, without limitation , any
payment obligations owed by the MT A under the Interest Rate Swap Agrccmcnt. Each Interest
Rate Swap Agreement, as executed and delivered, shall be in substantially the form now before
this meeting and hereby approved, or with such changes therein as shall be approved by the
hereinabove specified officer or officers of the MTA exeeuting the same; thc execution thereof
shall constitute conclusive evidence of the MT A's approval of any and aU ehanEes or revisions
therein from the Conn of the Interest Rate Swap Agreement now before this meeting; and from
and after the execution and delivery of each Interest Rate Swap Agreement , the officers, agents
am! employee!:; of the MT A are ht:n::by authorized, ernpowt:red and directed to do all such acts
anc1thir,gs "nd to execUle all such documents as may be necessary to carry out aT'.d comply with
the provisions of each Interest Rate Swap Agreement.

In connection with entp-ring into an Interest Rate Sw;:JP Aereemcnt, the Designated
Officers are hereby authorized to purchase on behalf of the MTA one or more policies of
mutlicipal bond insurance and/or one or more surety bonds guaranteeing the MT A' s obligations
under the Interest Rate Swap Agreement. If purchased by the MTA, scid insurance and/or

reserve fund surety bond shall contain such terms ~nd conditions as shall be acceptable to said
Designated Officer(s)-

Section 12. Additional Authorization. The Designated Officers and all officoers , a2cnts
and employees of the MT A, for and on behaJf of the MT A, be and they hereby are authorized
and directed to do any and all things ncccssary to effect the execution and delivery of lh!;

Refunding Ronds, each Supplemental Tru."t Agreement, eaeh finaJ OfficiaJ Statement, ::ach
Escrow Agre,;:ment, each Purchase Contract, each Broker-Dealer Agreement, each Auction
Agreement , each Interest Rate Swap Agrec1l1ent and cach Contillljng Disclosure Certificate and
to earry out the terms thereof. The Designated Officers and an other officers, agents and
empJoyees of the MTA are further authorized and directed, for and on behaJf of thc MT A, to

execute all papers , documents , certificates and other instruments that may be required in ord,;:r to
carry out the authority conferred by this Resolution and by the Trust Agreement, each
SupplementaJ Trust Agreement or to evidence saic. authority and its exercise. Thc foregoing
authorintiol1 inclwies, but is in no way limited to , the direction (from time to time) by a
Designated Officer of the investments in Pennitted Investments (defined in the Trust Agreement)
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of the proceeds of the Refunding Bonds and of the Pledged Taxes , including the execution and
delivery of investment agreements reJated thereto , the execution by a Designarcd Officer and the
delivery of one or more Tax Compliance Certificates for each series and/or subseries of
Refunding Bonds as required by eaeh Supplemental Trust Agreement for the pLlrpose of
compJying with the rebate and arbitrage requirements of the Internal Revenue Code of 1986, as

amended; and documents required by The Depository Trust Company in connection with the
Book-Entry Bonds.

Section 13. Costs of Issuance. The MTA authorizes funds of the MTA together with
the proceeds of the Rcfunding Bonds to be used to pa y costs of i SSllance 0 f the Refunding Bonds
inc.1uding nut not limited to , costs of attorneys, accollntant~ , verification agent!':, financial

advisor, the costs associated with rating agencies , bond insurance, surety bonds and interest rate
swap agreements , printing, pubJication and mailing cxpcnscs and any rclatcd filing fecs.

Section 14. Fixed Rate Resolution. The .\1TA hereby affirms the Fixed Rate
Resolution and such Fixed Rate Resolution shall continue to be in fun force and effect. The
Designmed Officers, agents and employees of the MTA, for and on behalf of the MT A , continue
to have authorization pursuant to the terms of the Fixed Rate Resolution to issue refunding bonds
pursuant to such Fixed Rate Resolution as an alternative or in coni unction with the authorization
granted umler this Resotution.

Section 15. Severability. Thc provisions of this Rcsolution are hereby declared to be
::;everable , and , if any section, phrase or provision shall for any reason be declared to be invaJiu
such declaration shalt not Clffed the validity of the remainder of tile sectiom. phr~ses and

provisions hereof.

Section 16. Effective Date. This Resolution shaH be effective upon adoption.

Section J 7. COli tract. This ResoJution and the pledge of the PJedged Taxes contained
hero-in shall constitute a contract betweea the MTA and the holders of the Refunding Bonds.
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TT ACHME~T B

Explanation of S tra tegy to Refu n d Proposition C 1993-B an d 1995- A Bonds

MTA has an opponunity to refund the Proposition C 1993-B and J 995-A bonds to achieve a
lower interest rate. Use of a fixed rate bond to accomplish the refunding is not beneficiaJ at
current interetit nile levL:b. However, an inlerest yale lower than lhal currenlly availab1t: using a
fixed rate bond can be realized by employing a fim.ncing structure where variable rate bonds are
j ss11ed and si m \J I tan c01ls1 y h ed ged II sing an interest ra Ie swap to achieve a s ynthcri c fix en rate-

For ta.x-exempt issuers such as MT A , interest rate swaps are typical1y able to provide a lower
interest rate than tax-exempt fixed rate bonds for terms (maturities) longer than about 12 ycars.
The interest rate advantage increases as the term length ellS. Issuance of the variable rate bonds
wiJ1 provide the funds to retire the prior bonds and generates a variablc ratc payment obligation.
MTA may then enter into a "fixed payer" interest rate swap to lock in a fixed rate payment.

Under the swap contract, MTA wm agrcc to pay a fixed rate payment to the s\vap provider and
the swap provider will pay a variable rate payment to Mr A. It is anticipated that the variable
rate payments received by MT A from the swap provider will closely approximate , and thus
offset, the payments MT A will payout to the bondholders on the variablc rate bonds. The end
result is that the net paymen: for MTA wi)) be the synthetic fIxed rate of the interest rate swap.

The intcrest rate for the variable rate pa)TIlent is set each payment period by referencing an
index , in this instanec either a I-month or 3-month LIB OR rate wi1\ be used. The actual dollar
amount of the payments is calculated by multiplying each rate by the "notional" amount of the
swap. The notional amount will be equivalent numerical1y 10 the par amount of the underlying
bond issue and is used to calculate the payments to be exchangcd. There is no exchange 
principal aInOlmts when transacting a swap.

VYhen entering into a LIB OR based swap there is an assumption that MT A' s variable rate bond
payments will, over time , maintain thcir historic proportionaJ price relationship of 62% of the
LID OR index. The index will be used to calculate the variable rate amOLmts that MTA will
receive. If that historic relationship changes ..\i1T A's variabJe rate payments won t match and
offset each other as wen , possibly resulting in an incrcased cost to :vIr A that wouJd reduce the
amount ()fth~ savirgs- If this relationship chcmgcd significantly and the changc occurred early in
the life of the transaction it is possible that all savings could be negated , and it is possibJe that a
moderate Joss couJd occur. The greatest threat of a large change in the relationship is thaL tht;:re
would be tax reform that would eliminate the tax-exemption for interest on municipal bonds.
The likelihood of a signiticant change early in the transaction is assessed as being remote. This
shift in the relationship is \mow as Basis Risk, and in this cxamplc is the rcsult of Tax Risk.

Various risks need to be considered when entering into an interest rate swap. some ofthe key
risks are listed in Attachment D.
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