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	ENHANCED RATINGS:
	
	UNDERLYING RATINGS:

	Insured
	Insured
	Uninsured

	2007 Variable Rate Demand Bonds:
	2007 Auction Rate Bonds:
	2007 Fixed Rate Bonds:

	Moody’s: “Aaa/VMIG1”
Standard & Poor’s: “AAA/A-1+”
Fitch: “AAA/F1+”
(See “RATINGS”)
	Moody’s: “Aaa”
Standard & Poor’s: “AAA”
Fitch: “AAA”
(See “RATINGS”)
	Moody’s: “Aa3”

Standard & Poor’s: “AA”

Fitch: “AA-”

(See “RATINGS”)


In the opinion of Orrick, Herrington & Sutcliffe llp, Bond Counsel to the Authority, based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the Series 2007 Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California personal income taxes.  In the further opinion of Bond Counsel, interest on the Series 2007 Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income.  Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Series 2007 Bonds.  See “TAX MATTERS.”

$825,000,000*
BAY AREA TOLL AUTHORITY
SAN FRANCISCO BAY AREA TOLL BRIDGE REVENUE BONDS

	$200,000,000*
Variable Rate Demand Bonds
	$300,000,000*
Auction Rate Bonds
	$325,000,000*
Fixed Rate Bonds




This cover page contains general information only.  Investors must read the entire Official Statement to obtain information essential to making an informed investment decision.  

The Bay Area Toll Authority (the “Authority”) will issue the Bonds described above (the “Series 2007 Bonds”) pursuant to a Master Indenture, dated as of May 1, 2001 (as amended and supplemented, the “Indenture”), between the Authority and Union Bank of California, N.A., as trustee. 

The Authority administers all toll revenues from the following seven toll bridges in the San Francisco Bay area:  the Antioch Bridge, the Benicia-Martinez Bridge, the Carquinez Bridge, the Dumbarton Bridge, the Richmond-San Rafael Bridge, the San Francisco-Oakland Bay Bridge and the San Mateo-Hayward Bridge.  Money to pay the Series 2007 Bonds will come from the tolls paid by vehicles using the seven bridges.   Some operations and maintenance expenses are paid first.  The Authority has over $3 billion of other bonds outstanding that have a claim on bridge tolls equal to that of the 2007 Bonds.  The Authority plans to issue more bonds in the future.  The Authority covenants in the Indenture that it will set tolls high enough to pay debt service on the Series 2007 Bonds and all other bonds and obligations secured by toll revenues.  

Money from the sale of the 2007 Bonds will be used by the Authority to (i) pay the costs of design and construction of capital improvements to some of the seven bridges, (ii) to refund some of the Authority’s bonds issued in 2001, (iii) provide a surety bond policy for the reserve fund that secures the 2007 Bonds and the Authority’s other bonds, and (iv) pay the costs of issuing the Series 2007 Bonds.    

The Series 2007 Bonds will be dated their date of delivery.  The series designations, principal amounts, interest rate determination methods, interest payment dates, maturity dates, authorized denominations, auction periods, insurer, liquidity arrangements and other information relating to the Series 2007 Bonds are summarized in the Summary of Offering beginning on the inside cover page.  Investors may purchase Series 2007 Bonds in book-entry form only. The Series 2007 Bonds are subject to optional and mandatory redemption prior to maturity.  

Payment of principal and interest on the Variable Rate Demand Bonds and the Auction Rate Bonds will be insured by a financial guaranty insurance policy to be issued by Ambac Assurance Corporation. Payment of principal and interest on the Fixed Rate Bonds will not be insured.

[Ambac logo]

The 2007 Variable Rate Demand Bonds and the 2007 Auction Rate Bonds are subject to tender for purchase.  In the event remarketing proceeds are insufficient to pay the purchase price of tendered 2007 Variable Rate Demand Bonds, funds will be advanced under a Standby Bond Purchase Agreement dated as of ___________ 1, 2007 (the “Standby Bond Purchase Agreement”) by the Liquidity Provider(s) identified in the Summary of Offering beginning on the inside cover page.  The Standby Bond Purchase Agreement expires on _______________, 2014.  The obligation of each Liquidity Provider to purchase tendered 2007 Variable Rate Demand Bonds will be suspended or terminated immediately upon the occurrence of certain events.  The Standby Bond Purchase Agreement does not provide funds for the purchase of tendered 2007 Auction Rate Bonds.  The 2007 Fixed Rate Bonds are not subject to tender for purchase.
The Series 2007 Bonds are limited obligations of the Authority payable solely from Revenue as defined and provided in the Indenture.  The Authority is not obligated to pay the Series 2007 Bonds except from Revenue.  The Series 2007 Bonds do not constitute an obligation of the State, the Metropolitan Transportation Commission or of any other political subdivision of the State other than the Authority, or a pledge of the full faith and credit of the State or of any other political subdivision of the State.

The Series 2007 Bonds are offered when, as and if issued by the Authority and received by the Underwriters, subject to the approval of validity by Orrick, Herrington & Sutcliffe llp, Bond Counsel to the Authority, and certain other conditions.  Certain legal matters will be passed upon for the Authority by its general counsel, for the Underwriters by their counsel, Nixon Peabody llp, and for the Liquidity Providers by their counsel, [White & Case llp].  It is expected that the Series 2007 Bonds will be available for delivery on or about ____________, 2007.

	Merrill Lynch & Co. 

(Series D Broker-Dealer)
	Morgan Stanley
(Series E-1 and E-2 Broker-Dealer)
	Citigroup 
(Series B Remarketing Agent)
(Series F Senior Manager)


	JPMorgan
(Series A Remarketing Agent)
	Lehman Brothers
(Series G Remarketing Agent)
	Stone & Youngberg LLC
(Series C Remarketing Agent)

	
	
	


Dated:  _______________, 2007



* Preliminary, subject to change.
SUMMARY OF OFFERING

$825,000,000*
BAY AREA TOLL AUTHORITY
SAN FRANCISCO BAY AREA TOLL BRIDGE REVENUE BONDS

$200,000,000* 2007 Variable Rate Demand Bonds

	
	$50,000,000*
2007 Series A  Bonds
	$50,000,000*
2007 Series B Bonds
	$50,000,000*
2007 Series C Bonds
	$50,000,000*
2007 Series G Bonds

	Maturity Date:
	April 1, 2045
	April 1, 2045
	April 1, 2045
	April 1, 2045

	Price:
	100.000%
	100.000%
	100.000%
	100.000%

	Authorized Denominations:
	$100,000 or any integral multiple of $5,000 in excess thereof
	$100,000 or any integral multiple of $5,000 in excess thereof
	$100,000 or any integral multiple of $5,000 in excess thereof
	$100,000 or any integral multiple of $5,000 in excess thereof

	Initial Interest Rate Determination Method**:
	Weekly Rate
	Weekly Rate
	Weekly Rate
	Weekly Rate

	Interest Payment Dates:
	First Business Day of each calendar month commencing __________ 1, 2007
	First Business Day of each calendar month commencing __________ 1, 2007
	First Business Day of each calendar month commencing __________ 1, 2007
	First Business Day of each calendar month commencing __________ 1, 2007

	Record Date for Interest Payments:
	Business Day prior to 
Interest Payment Date
	Business Day prior to 
Interest Payment Date
	Business Day prior to 
Interest Payment Date
	Business Day prior to 
Interest Payment Date

	Bond Insurer
	Ambac Assurance Corporation
	Ambac Assurance Corporation
	Ambac Assurance Corporation
	Ambac Assurance Corporation

	Liquidity Provider:
	JP Morgan Chase Bank National Association
	Dexia Credit Local, acting through its New York Branch
	Citibank, N.A.
	Lloyds TSB Bank Plc acting through its New York Branch

	Remarketing Agent:
	J.P. Morgan Securities Inc.
	Citigroup Global Markets Inc.
	Stone & Youngberg LLC
	Lehman Brothers Inc.

	Ratings (Enhanced):
	Moody’s “Aaa/VMIG1” 
S&P “AAA/A-1+” 
Fitch “AAA/F1+”
	Moody’s “Aaa/VMIG1” 
S&P “AAA/A-1+” 
Fitch “AAA/F1+”
	Moody’s “Aaa/VMIG1” 
S&P “AAA/A-1+” 
Fitch “AAA/F1+”
	Moody’s “Aaa/VMIG1” 
S&P “AAA/A-1+” 
Fitch “AAA/F1+”

	Ratings (Underlying):
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”

	CUSIP No.
:
	072024_____
	072024_____
	072024_____
	072024_____


SUMMARY OF OFFERING (continued)

$300,000,000* 2007 Auction Rate Bonds

	
	$150,000,000*
2007 Series D Bonds
	$75,000,000*
2007 Series E-1 Bonds
	$75,000,000*
2007 Series E-2 Bonds

	Maturity Date:
	April 1, 2045
	April 1, 2045
	April 1, 2045

	Price:
	100.000%
	100.000%
	100.000%

	Authorized Denominations:
	$25,000 or any integral 
multiple thereof
	$25,000 or any integral 
multiple thereof
	$25,000 or any integral 
multiple thereof

	Interest Rate Determination Method**:
	Auction Period Rate
	Auction Period Rate
	Auction Period Rate

	Initial Interest Payment Date:
	____________, 2007
	____________, 2007
	____________, 2007

	Interest Payment Dates Generally:
	Each Friday
	Each Friday
	Each Friday

	Record Date for Interest Payments:
	Second Business Day prior to Interest Payment Date
	Second Business Day prior to Interest Payment Date
	Second Business Day prior to Interest Payment Date

	Initial Auction Date:
	____________, 2007
	____________, 2007
	____________, 2007

	Auction Date Generally:
	Each Thursday
	Each Thursday
	Each Thursday

	Length of Auction Period: 
	Seven days
	Seven days
	Seven days

	Bond Insurer
	Ambac Assurance 
Corporation 
	Ambac Assurance 
Corporation
	Ambac Assurance 
Corporation

	Broker-Dealer:
	Merrill Lynch, Pierce, Fenner & Smith Incorporated
	Morgan Stanley & Co. Incorporated
	Morgan Stanley & Co. Incorporated

	Ratings (Enhanced):
	Moody’s “Aaa” 
S&P “AAA” 
Fitch “AAA”
	Moody’s “Aaa” 
S&P “AAA” 
Fitch “AAA”
	Moody’s “Aaa” 
S&P “AAA” 
Fitch “AAA”

	Ratings (Underlying):
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”
	Moody’s “Aa3”
S&P “AA”
Fitch “AA–”

	CUSIP No.†:
	072024_____
	072024_____
	072024_____


SUMMARY OF OFFERING (continued)

$325,000,000* 2007 Fixed Rate Bonds

	Maturity Date (April 1)
	Principal Amount
	Interest Rate
	Yield
	CUSIP†
(Base 072024)

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


$_____________ ____% Term Series 2007F Bonds due April 1, 20___ –Yield: ____%c CUSIP
: 072024_____


$_____________ ____% Term Series 2007F Bonds due April 1, 20___ –Yield: ____% CUSIP†: 072024_____

$_____________ ____% Term Series 2007F Bonds due April 1, 20___ –Yield: ____% CUSIP†: 072024_____

Ratings:  Moody’s “Aa3”
S&P “AA”
Fitch “AA–”

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Series 2007 Bonds by any person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.  The information set forth herein has been provided by the Authority, the State of California Department of Transportation (“Caltrans”), the Insurer and the Liquidity Providers and other sources that are believed by the Authority to be reliable.  The Underwriters have provided the following sentence for inclusion in this Official Statement.  The Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

No dealer, broker, salesperson or other person has been authorized to give any information or to make any representations other than those contained in this Official Statement.  If given or made, such other information or representations must not be relied upon as having been authorized by the Authority, the Insurer, the Liquidity Providers or the Underwriters.

A wide variety of other information concerning the Bridge System and the Seismic Retrofit Program is available from state and local agencies, publications and websites.  No such information is a part of or incorporated into this Official Statement.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2007 Bonds.  

This Official Statement speaks only as of its date.  The information and expressions of opinion herein are subject to change without notice and neither delivery of this Official Statement nor any sale made in conjunction herewith shall, under any circumstances, create any implication that there has been no change in the affairs of the Authority or other matters described herein since the date hereof.  This Official Statement is submitted with respect to the sale of the Series 2007 Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the Authority.  Preparation of this Official Statement and its distribution have been duly authorized and approved by the Authority.

All descriptions and summaries of documents and statutes hereinafter set forth do not purport to be comprehensive or definitive, and reference is made to each document and statute for complete details of all terms and conditions.  All statements herein are qualified in their entirety by reference to each such document and statute.  Certain capitalized terms used but not defined herein are defined in APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE-Definitions.”

In connection with the offering of the Series 2007 Bonds, the Underwriters may over-allot or effect transactions that stabilize or maintain the market prices of the Series 2007 Bonds at levels above those that might otherwise prevail in the open market.  Such stabilizing, if commenced, may be discontinued at any time.  The Underwriters may offer and sell the Series 2007 Bonds to certain dealers, institutional investors and others at prices lower than the public offering prices stated on the Summary of Offering beginning on the inside cover page and such public offering prices may be changed from time to time by the Underwriters.

CAUTIONARY STATEMENTS REGARDING 
FORWARD-LOOKING STATEMENTS IN THIS OFFICIAL STATEMENT

Certain statements contained in this Official Statement reflect not historical facts but forecasts and “forward-looking statements.”  In this respect, the words “estimate,” “project,” “anticipate,” expect,” “intend,” “believe,” “plan,” “budget,” and similar expressions are intended to identify forward-looking statements.  Projections, forecasts, assumptions, expressions of opinions, estimates and other forward statements are not to be construed as representations of fact and are qualified in their entirety by the cautionary statements set forth in this Official Statement.  

The achievement of certain results or other expectations contained in such forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause actual results, performance or achievements described to be materially different from any future results, performance or achievements expressed or implied by such forward-looking statements.  The Authority does not plan to issue any updates or revisions to those forward-looking statements if or when its expectations or events, conditions or circumstances on which such statements are based occur or do not occur.

[MAP]

Bay Area Toll Authority

*******
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OFFICIAL STATEMENT

$825,000,000*
BAY AREA TOLL AUTHORITY
SAN FRANCISCO BAY AREA TOLL BRIDGE REVENUE BONDS

	$200,000,000*
Variable Rate Demand Bonds
	$300,000,000*
Auction Rate Bonds
	$325,000,000*
Fixed Rate Bonds


INTRODUCTION AND PURPOSE OF THE SERIES 2007 BONDS

This Official Statement, including the cover page and all appendices hereto (the “Official Statement”), provides certain information concerning the issuance and sale by the Bay Area Toll Authority (the “Authority”) of $825,000,000* aggregate principal amount of Bay Area Toll Authority San Francisco Bay Area Toll Bridge Revenue Bonds (the “Series 2007 Bonds”), comprised of:

	Amount*
	Series

	$50,000,000
	2007 Series A Bonds

	$50,000,000
	2007 Series B Bonds

	$50,000,000
	2007 Series C Bonds

	$150,000,000
	2007 Series D Bonds

	$75,000,000
	2007 Series E-1 Bonds

	$75,000,000
	2007 Series E-2 Bonds

	$325,000,000
	2007 Series F Bonds

	$50,000,000
	2007 Series G Bonds


The following Series 2007 Bonds are also referred to herein as the “2007 Variable Rate Demand Bonds:”

	2007 Series A Bonds
	2007 Series B Bonds

	2007 Series C Bonds
	2007 Series G Bonds


The following Series 2007 Bonds are also referred to herein as the “2007 Auction Rate Bonds:”

	2007 Series D Bonds
	2007 Series E-1 Bonds
	2007 Series E-2 Bonds


The 2007 Series F Bonds are also referred to herein as the “2007 Fixed Rate Bonds.”

The Authority was created by California statute in 1997 to administer toll revenue collections, as well as the financing of certain improvement programs, for the following seven state-owned toll bridges in the San Francisco Bay area:  the Antioch Bridge, the Benicia-Martinez Bridge, the Carquinez Bridge, the Dumbarton Bridge, the Richmond-San Rafael Bridge, the San Francisco-Oakland Bay Bridge and the San Mateo-Hayward Bridge (the “Bridge System”).  In 2005, California law was enacted to authorize the Authority to assume responsibility for financing the seismic-retrofit program for the Bridge System.  

The Authority will apply the proceeds of the Series 2007 Bonds to (i) finance and reimburse the costs of the design and construction of eligible projects, including capital improvements for the Bridge System, (ii) refund some of the Authority’s bonds issued in 2002, (iii) provide for deposit of a surety bond policy into the Reserve Fund, and (iv) pay costs incurred in connection with the issuance of the Series 2007 Bonds.  See “SUMMARY OF FINANCING PLAN – Estimated Sources and Uses of Funds” and “—Plan of Refunding.”  All tolls collected on the Bridge System, including the seismic surcharge, are administered by the Authority and are pledged to the payment of the Series 2007 Bonds and certain parity obligations.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS.” 

DESCRIPTION OF THE SERIES 2007 BONDS

General

The Series 2007 Bonds are being issued by the Authority pursuant to a Master Indenture, dated as of May 1, 2001, as previously supplemented and as supplemented by a Seventh Supplemental Indenture, dated as of April 1, 2007 (the “Seventh Supplemental Indenture” and, together with the Master Indenture and prior supplements, the “Indenture”), between the Authority and Union Bank of California, N.A., as trustee (the “Trustee”).

The Series 2007 Bonds will be dated their date of delivery and will mature on the dates and in the principal amounts shown in the Summary of Offering beginning on the inside cover page of this Official Statement.

The Series 2007 Bonds will be issued in book-entry form only and will be registered in the name of a nominee of The Depository Trust Company (“DTC”), which will act as securities depository for the Series 2007 Bonds.  Investors may purchase Series 2007 Bonds in book-entry form only.  Beneficial Owners of the Series 2007 Bonds will not receive certificates representing their ownership interests in the Series 2007 Bonds purchased.  Payments of principal, purchase price and interest on the Series 2007 Bonds will be made to DTC, and DTC is to distribute such payments to its Direct Participants.  Disbursement of such payments to Beneficial Owners of the Series 2007 Bonds is the responsibility of DTC’s Direct and Indirect Participants and not the Authority.  See APPENDIX D – “BOOK-ENTRY ONLY SYSTEM.”

Variable Rate Demand Bonds

The 2007 Variable Rate Demand Bonds will initially bear interest at the Weekly Rate determined as described below under “Interest Rate Determination Methods.”  Interest on Series 2007 Bonds bearing a Daily Rate or a Weekly Rate will be payable on the first Business Day of each calendar month, commencing on May 1, 2007.  Interest on Bonds bearing a Daily Rate or a Weekly Rate will be computed on the basis of a 365/366-day year and actual days elapsed.  The record date for Series 2007 Bonds bearing interest at the Daily Rate or the Weekly Rate will be the Business Day immediately preceding the Interest Payment Date.  

Auction Rate Bonds

The 2007 Auction Rate Bonds will initially bear interest at the Auction Period Rate determined as described below under “Interest Rate Determination Methods.”  Interest on Series 2007 Bonds bearing interest at an Auction Period Rate will accrue for each Auction Period and will be payable in arrears on each succeeding Interest Payment Date.  Interest on Series 2007 Bonds bearing interest at an Auction Period Rate will be computed on the basis of a 360-day year and actual days elapsed.  [Any difference for Flexible Auction Periods??]  The Authority may from time to time on any Interest Payment Date change the duration of the Auction Period with respect to all of the Series 2007 Bonds of a Series in the Auction Rate Mode.  The initial Auction Period for the 2007 Auction Rate Bonds will commence on the date of delivery and will end on and include the day immediately preceding the initial Interest Payment Date for the applicable Series set forth in the Summary of Offering beginning on the inside cover page of this Official Statement.  The general duration of each Auction Period with respect to the 2007 Auction Rate Bonds initially will be 7 days.  The Interest Payment Dates corresponding to an Auction Period of seven-day duration will be the Business Day immediately following each Auction Period.  The initial Interest Payment Date will be __________, 2007 for the 2007 Auction Rate Bonds.  The record date for Series 2007 Bonds bearing interest at the Auction Period Rate will be the Business Day prior to the Interest Payment Date. 

Conversion of Variable Rate Demand Bonds and Auction Rate Bonds 

Upon satisfaction of conditions set forth in the Indenture, the 2007 Variable Rate Demand Bonds of any Series and the 2007 Auction Rate Bonds of any Series may be changed at the election of the Authority to bear interest calculated pursuant to a different Interest Rate Determination Method (which may be the Daily Rate, the Weekly Rate, the Commercial Paper Rate, the Auction Period Rate, the Term Rate or the Fixed Rate), provided however, that all Series 2007 Bonds of the same Series must have the same Interest Rate Determination Method and (except for any 2007 Credit Provider Bonds and Series 2007 Bonds bearing interest at a Commercial Paper Rate) will bear interest at the same interest rate.  

This Official Statement is not intended to provide information about the 2007 Variable Rate Demand Bonds or the 2007 Auction Rate Bonds after conversion to another Interest Rate Determination Method (except with respect to the conversion of any 2007 Variable Rate Demand Bonds to a Daily Rate).

Fixed Rate Bonds

The 2007 Fixed Rate Bonds will bear interest on the basis of a 360-day year comprised of twelve 30‑day months at the respective rates per annum shown in the Summary of Offering beginning on the inside cover of this Official Statement.  Interest on the 2007 Fixed Rate Bonds will be payable on April 1 and October 1 of each year commencing on October 1, 2007 and at maturity or upon the prior redemption thereof.  The 2007 Fixed Rate Bonds will be issued in fully registered form in the denominations of $5,000 and any integral multiple thereof.

The 2007 Fixed Rate Bonds are not subject to change to a different Interest Rate Determination Method.

Redemption Terms of the Series 2007 Bonds

Variable Rate Demand Bonds

Optional Redemption.  The Series 2007 Bonds bearing interest at a Daily Rate or a Weekly Rate are subject to optional redemption by the Authority, in whole or in part, in Authorized Denominations on any Business Day, at a redemption price equal to the principal amount thereof, plus accrued and unpaid interest, if any, without premium.

Mandatory Redemption. The 2007 Series A Bonds, the 2007 Series B Bonds, the 2007 Series C Bonds, and the 2007 Series G Bonds are subject to mandatory redemption on each date a Sinking Fund Installment for such Series is due, in the principal amount equal to such Sinking Fund Installment, at a redemption price equal to the principal amount thereof, plus accrued but unpaid interest to the redemption date, without premium, as follows:

	
	2007 Series A Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund
Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

	
	2007 Series B Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund
Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

	
	2007 Series C Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund
Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

	
	2007 Series G Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund
Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

Auction Rate Bonds

Optional Redemption.  The Series 2007 Bonds bearing interest at an Auction Period Rate are subject to optional redemption by the Authority, in whole or in part, in Authorized Denominations on any Interest Payment Date following the end of an Auction Period, at a redemption price equal to the principal amount thereof plus accrued and unpaid interest, if any, without premium.

Mandatory Redemption.  The 2007 Series D Bonds, the 2007 Series E-1 Bonds and the 2007 Series E-2 Bonds are subject to mandatory redemption on each date a Sinking Fund Installment for such Series is due, in the principal amount equal to such Sinking Fund Installment, at a redemption price equal to the principal amount thereof, plus accrued but unpaid interest to the redemption date, without premium, as follows:

	
	2007 Series D Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

	
	2007 Series E-1 Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

	
	2007 Series E-2 Bonds
	

	Redemption Date
(April 1)
	Sinking Fund
Installment
	Redemption Date
(April 1)
	Sinking Fund Installment

	2032
	$
	2039
	$

	2033
	
	2040
	

	2034
	
	2041
	

	2035
	
	2042
	

	2036
	
	2043
	

	2037
	
	2044
	

	2038
	
	2045†
	




†
Final Maturity

If any Sinking Fund Installment is due on a date that is not an Interest Payment Date, the Sinking Fund Installment Payment Date will occur on the next preceding Interest Payment Date.

Fixed Rate Bonds

Optional Redemption.  The Series 2007 Fixed Rate Bonds maturing on or before April 1, 20__ are not subject to redemption prior to their respective stated maturities.  The Series 2007 Fixed Rate Bonds maturing on or after April 1, 20__ are subject to redemption prior to their respective stated maturities, at the option of the Authority, from any source of available funds, as a whole or in part, on any date on or after April 1, 20__, at a redemption price equal to the principal amount of Series 2007 Fixed Rate Bonds called for redemption, plus accrued and unpaid interest, if any, to the date fixed for redemption, without premium.

Mandatory Redemption.  Except as otherwise provided in the Indenture, the 2007 Series F Term Bonds maturing on April 1, 20__ are also subject to mandatory redemption prior to their stated maturity, in part, by lot, from Sinking Fund Installments set forth below, on each date a Sinking Fund Installment is due in the principal amount equal to the Sinking Fund Installment due on such date and at a redemption price equal to the principal amount thereof, plus accrued but unpaid interest to the redemption date, without premium:

	2007 Series F Bonds

	Redemption Date
(April 1)
	Sinking Fund
Installment

	
	$

	
	$

	
	$

	
	$

	†
	$




†
Final Maturity

Mandatory Redemption.  Except as otherwise provided in the Indenture, the 2007 Series F Term Bonds maturing on April 1, 20__ are also subject to mandatory redemption prior to their stated maturity, in part, by lot, from Sinking Fund Installments set forth below, on each date a Sinking Fund Installment is due in the principal amount equal to the Sinking Fund Installment due on such date and at a redemption price equal to the principal amount thereof, plus accrued but unpaid interest to the redemption date, without premium:

	2007 Series F Bonds

	Redemption Date
(April 1)
	Sinking Fund
Installment

	
	$

	
	$

	
	$

	
	$

	†
	$




†
Final Maturity

Mandatory Redemption.  Except as otherwise provided in the Indenture, the 2007 Series F Term Bonds maturing on April 1, 20__ are also subject to mandatory redemption prior to their stated maturity, in part, by lot, from Sinking Fund Installments set forth below, on each date a Sinking Fund Installment is due in the principal amount equal to the Sinking Fund Installment due on such date and at a redemption price equal to the principal amount thereof, plus accrued but unpaid interest to the redemption date, without premium:

	2007 Series F Bonds

	Redemption Date
(April 1)
	Sinking Fund
Installment

	
	$

	
	$

	
	$

	
	$

	†
	$




†
Final Maturity

Purchase In Lieu of Redemption

In lieu of redemption, the Authority may surrender to the Trustee for cancellation Series 2007 Bonds purchased on the open market, and such Series 2007 Bonds shall be cancelled by the Trustee.  If any Series 2007 Bonds are so cancelled, the Authority may designate the Sinking Fund Installments or portions thereof within such Series of the Series 2007 Bonds so purchased that are to be reduced as a result of such cancellation.

General Redemption Provisions

Selection for Redemption of Series 2007 Bonds Bearing Interest at a Daily Rate, a Weekly Rate, an Auction Period Rate or a Fixed Rate.  The Authority will designate which Series and which maturities of such Series of Series 2007 Bonds bearing interest at a Daily Rate, a Weekly Rate, an Auction Period Rate or a Fixed Rate are to be redeemed; provided that 2007 Credit Provider Bonds must be redeemed prior to redeeming any other Series 2007 Bonds.  If less than all Series 2007 Bonds of a Series maturing on any one date are to be redeemed at any one time, DTC’s practice is to determine by lot the amount of the interest of each DTC Direct Participant in the Series to be redeemed.  For purposes of such selection, the Series 2007 Bonds of such Series shall be deemed to be composed of multiples of minimum Authorized Denominations and any such multiple may be separately redeemed.  The Authority may designate the Sinking Fund Installments, or portions thereof, that are to be reduced as a result of such redemption.

Notice of Redemption.  Each notice of redemption is to be mailed by the Trustee, not less than 30 nor more than 60 days prior to the redemption date, to the Remarketing Agent, the Auction Agent and DTC.  Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners of Series 2007 Bonds will be governed by arrangements among them, and the Authority and the Trustee will not have any responsibility or obligation to send a notice of redemption except to DTC.  Failure of DTC to receive any notice of redemption or any defect therein will not affect the sufficiency of any proceedings for redemption.

Conditional Notice of Redemption; Rescission.  Any notice of optional redemption of the Series 2007 Bonds may be conditional and if any condition stated in the notice of redemption is not satisfied on or prior to the redemption date, said notice will be of no force and effect and the Authority will not redeem such Series 2007 Bonds.  The Trustee will within a reasonable time thereafter give notice, to the persons and in the manner in which the notice of redemption was given, that such condition or conditions were not met and that the redemption was cancelled.  

In addition, the Authority may, at its option, prior to the date fixed for redemption in any notice of redemption, rescind and cancel such notice of redemption by Written Request of the Authority to the Trustee, and the Trustee is to mail notice of such cancellation to DTC.

Any optional redemption of the 2007 Variable Rate Demand Bonds and notice thereof will be rescinded and cancelled if for any reason on the date fixed for redemption moneys are not available in the Redemption Fund or otherwise held in trust for such purpose in an amount sufficient to pay in full on said date the principal and interest due on the 2007 Variable Rate Demand Bonds called for redemption.

Effect of Redemption.  Notice of redemption having been duly given pursuant to the Indenture and moneys for payment of the redemption price of, together with interest accrued to the redemption date on, the Series 2007 Bonds (or portions thereof) so called for redemption being held by the Trustee, on the redemption date designated in such notice the Series 2007 Bonds (or portions thereof) so called for redemption shall become due and payable at the redemption price specified in such notice, together with interest accrued thereon to the date fixed for redemption.  Thereafter, interest on such Series 2007 Bonds shall cease to accrue, and said Series 2007 Bonds (or portions thereof) shall cease to be entitled to any benefit or security under the Indenture.

See “ADDITIONAL TERMS OF SERIES 2007 VARIABLE RATE BONDS” for information concerning interest rate determination methods, conversion of interest rate determination methods, and optional and mandatory tender provisions relating to the 2007 Variable Rate Demand Bonds and the 2007 Auction Rate Bonds.

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS

Authority for Issuance

Chapters 4, 4.3 and 4.5 of Division 17 of the California Streets and Highways Code and Chapter 6 of Part 1 of Division 2 of Title 5 of the California Government Code (collectively, as amended from time to time, the “Act”) authorize the Authority to issue revenue bonds, including the Series 2007 Bonds, to finance the construction, improvement and equipping of the Bridge System and other transportation projects authorized by the Act.

The Series 2007 Bonds are being issued by the Authority pursuant to the Indenture.  For complete definitions of the capitalized terms used below see APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.”

Toll Setting Authority

The Act also authorizes the Authority to increase tolls if required to meet its obligations on any bonds, to satisfy its covenants under any bond resolution or indenture, or to complete the Seismic Retrofit Program (as hereinafter defined).  Such toll rate increases are not limited in amount and do not require any legislation or approval by any regulatory agency.  See “Toll Rate Covenants” below.  The Authority is required to hold a public hearing before adopting a toll schedule increasing the RM Toll (as hereinafter defined), and to hold two public hearings before increasing the Seismic Surcharge.  

Statutory Lien on Bridge Toll Revenues

The Act imposes a statutory lien upon all Bridge Toll Revenues in favor of the holders of the Authority’s revenue bonds and in favor of any provider of credit enhancement for those bonds. The lien created on the Bridge Toll Revenues is subject to the prior payment of operations and maintenance expenses for toll collection activities on the Bridge System.  See “THE BRIDGE SYSTEM.”  Bridge Toll Revenues include all tolls, including the Seismic Surcharge, and all other income (e.g. penalties for violations) allocated to the Authority pursuant to the Act derived from the Bridge System and not limited or restricted to a specific purpose.

Pledge of Revenue

All Revenue, net of operations and maintenance expenses for toll collection activities on the Bridge System (as further described below “Net Revenue”), is pledged to secure the punctual payment of the principal of and interest on all Bonds, Parity Obligations and Reserve Facility Costs (as defined herein).  The Indenture provides that this pledge shall constitute a first lien on such amounts, shall be valid and binding from and after the issuance of the Bonds, without any physical delivery or further act and shall be irrevocable until all Bonds and Parity Obligations are no longer outstanding.

“Revenue” primarily includes Bridge Toll Revenues.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.”

Revenue also includes:

(i)
all interest or other income from investment of money in any fund or account of the Authority, including the Operations and Maintenance Fund established pursuant to the Indenture held by the Authority; 

(ii)
all amounts on deposit in the funds and accounts established pursuant to the Indenture and held by the Trustee (excluding the Rebate Fund and any fund or account established to hold the proceeds of a drawing on any policy of bond insurance for the Bonds and any Credit Support Instrument);

(iii)
all interest or other income from investment of money in the funds and accounts established pursuant to the Indenture and held by the Trustee (excluding the Rebate Fund and any fund or account established to hold the proceeds of a drawing on any Credit Support Instrument); and 

(iv)
all Swap Revenues.

“Net Revenue” is Revenue less Operations & Maintenance Expenses.  “Operations & Maintenance Expenses” are generally defined to include all expenses related to Caltrans’ operation and maintenance of toll facilities on the System Bridges, including, but not limited to, toll collection costs, including wages and salaries, maintenance and electrical energy for toll administration buildings and toll booths, the costs of the San Francisco-Oakland Bay Bridge architectural lighting, and the costs of maintenance and operation of the existing Transbay Transit Terminal.  Operations & Maintenance Expenses do not include normal highway maintenance costs.  

Transfers of Revenue

Under the Act, all Bridge Toll Revenues are required to be deposited into the Bay Area Toll Account held by the Authority.  Under the Indenture, the Authority is required to transfer to the Trustee, from the Bay Area Toll Account, Revenue sufficient to make payments on all Bonds and Parity Obligations not later than three Business Days prior to their due date. 

Upon receipt by the Trustee, all Revenue is required by the Indenture to be deposited by the Trustee in a special fund designated as the “Bond Fund,” which the Trustee is required to establish, maintain and hold in trust.  All Revenue held in the Bond Fund is to be held, applied, used and withdrawn only as provided in the Indenture.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE – Funds and Accounts – Establishment and Application of Bond Fund” for information as to the transfer of funds from the Bay Area Toll Account to the Trustee under the Indenture to secure and provide for payment of the Series 2007 Bonds and other obligations payable from and secured by Revenue.

Pledge by the State

Pursuant to Section 30963 of the Act, the State has pledged and agreed with the holders of the Bonds and those parties who may enter into contracts with the Authority pursuant to the Act that the State will not limit, alter, or restrict the rights vested by the Act in the Authority to finance the toll bridge improvements authorized by the Act.  The State has further agreed not to impair the terms of any agreements made with the holders of the Bonds and with parties who may enter into contracts with the Authority pursuant to the Act and has pledged and agreed not to impair the rights or remedies of the holders of any Bonds or any such parties until the Bonds, together with interest, are fully paid and discharged and any contracts are fully performed on the part of the Authority.  

Toll Rate Covenants

The Authority covenants in the Indenture that it will at all times establish and maintain tolls on the Bridge System at rates sufficient to pay debt service on all Bonds and Parity Obligations secured by Revenue and to meet Operations & Maintenance Expenses and to otherwise comply with the Act.

The Authority also has covenanted to compute specified coverage ratios on an annual basis and to increase tolls if any of (x), (y) or (z) below is true:

(x)
the ratio produced by dividing Net Revenue by the sum of 

(A)
Annual Debt Service, 

(B)
MTC Transfers (certain transfers required to be made to the Metropolitan Transportation Commission for public transit projects, for projects that will help reduce vehicular congestion and improve bridge operations, and for the Authority’s cost of administration) (See “THE BRIDGE SYSTEM—Transfers to MTC), 

(C)
Subordinated Maintenance Expenditures (which are normal highway maintenance expenditures payable from Bridge Toll Revenues, see “THE BRIDGE SYSTEM - Toll Operations and Maintenance”) and

(D)
payments on Subordinate Obligations (determined using the principles set forth in the definition of Annual Debt Service but excluding payments that are one-time or extraordinary payments, such as termination payments on Qualified Swap Agreements) 

in each case for the then current fiscal year, is less than 1.0, or 

(y)
the ratio produced by dividing 

(1)
the sum of Net Revenue and any funds then on deposit in the Operations and Maintenance Fund by

(2)
Fixed Charges (being the sum of Annual Debt Service and MTC Transfers) 

in each case for the then current fiscal year, is less than 1.25, or 
(z)
the ratio produced by dividing 

(1)
Net Revenue by 

(2)
Annual Debt Service 

in each case for the then current fiscal year, is less than 1.20.  

For purposes of such calculations, Net Revenue and Subordinated Maintenance Expenditures are determined by reference to the current budget of the Authority.  

Reserve Fund

A Reserve Fund is established pursuant to the Indenture to be maintained in an amount equal to the Reserve Requirement, for the purpose of paying principal of and interest on the Bonds when due when insufficient moneys for such payment are on deposit in the Principal Account and the Interest Account under the Indenture.  

“Reserve Requirement” means, as of any date of calculation, an amount equal to the lesser of:  (i) Maximum Annual Debt Service on all Bonds then Outstanding; and (ii) 125% of average Annual Debt Service on all Bonds then Outstanding; provided that with respect to a Series of Variable Rate Bonds for which a fixed rate Swap is not in place, the interest rate thereon for purposes of calculating the Reserve Requirement is to be assumed to be equal to the rate published in The Bond Buyer as the “Bond Buyer Revenue Bond Index” by the most recent date preceding the sale of such Series; and provided, further, that with respect to a Series of Bonds, if the Reserve Fund would have to be increased by an amount greater than 10% of the stated principal amount of such Series (or, if the Series has more than a de minimis amount of original issue discount or premium, of the issue price of such Bonds) then the Reserve Requirement is to be such lesser amount as is determined by a deposit of such 10%.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Definitions” and APPENDIX I – “PROJECTED DEBT SERVICE SCHEDULE.”  

As indicated in the table below, the Reserve Requirement is currently satisfied by separate surety bond policies (the “Reserve Facilities”) issued by Ambac Assurance Corporation (“Ambac”) and XL Capital Assurance (“XL Capital”), and a cash deposit made in connection with the issuance of the Authority’s San Francisco Bay Area Toll Bridge Revenue Bonds, Series 2006F.  The Reserve Requirement will increase upon issuance of the Series 2007 Bonds to approximately $_________ million.  The required increase in the Reserve Requirement attributable to the issuance of the Series 2007 Bonds will be $_________________ and will be satisfied by deposit of a surety bond policy issued by Ambac in such amount concurrently with the issuance of the Series 2007 Bonds.  The aggregate stated amounts of the Reserve Facilities on deposit in the Reserve Fund and their respective expiration dates are summarized in the table below.

	RESERVE FUND AND RESERVE FACILITIES

	Issuer of Reserve Facility
or Cash Deposit
	Year Acquired
or Deposited
	Aggregate Stated Amount of Reserve Facility
	Year of Expiration
(April 1)

	Ambac Assurance Corporation
	2001
	$27,490,171
	2036

	Ambac Assurance Corporation
	2003
	15,895,359
	2038

	Ambac Assurance Corporation
	2004
	16,110,865(1)
	2039

	Ambac Assurance Corporation
	2006
	46,666,972
	2045

	XL Capital Assurance Inc.
	2006
	46,794,275
	2045

	Cash Deposit
	2006
	24,148,268
	N/A




(1)
2004 Reserve Facility may only be drawn upon to pay the principal and interest attributable to the Series 2004 Bonds.
The Trustee is to draw on the Reserve Facilities to the extent necessary to fund any deficiency in the Interest Account or the Principal Account.  Draws on all Reserve Facilities on which there is available coverage are to be made on a pro-rata basis after applying all available cash and investments in the Reserve Fund; provided that if a Reserve Facility is available only with respect to a specified Series of Bonds and not all Bonds, such Reserve Facility will be drawn upon to pay the principal and interest attributable to such Series before cash and investments in the Reserve Fund are applied to fund such deficiency.  The Authority is to repay, solely from Revenue, any draws under the Reserve Facilities and any Reserve Facility Costs related thereto.  See “Statutory Lien on Bridge Toll Revenues,” “Pledge of Revenue” and “Transfers of Revenue” above.  Interest will accrue and be payable on such draws and expenses from the date of payment by the surety provider at the rate specified in the agreement with respect to such Reserve Facility.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE – Funds and Accounts – Establishment and Application of the Reserve Fund” and “– Funding of the Reserve Fund.”

For information regarding the Reserve Facility providers, see APPENDIX M – “THE RESERVE FACILITY PROVIDERS.”

Outstanding Bonds and Parity Obligations

The Authority has previously issued Bonds outstanding in the aggregate principal amount of $3,143,420,000 as of January 1, 2007 secured on a parity with the Series 2007 Bonds and has incurred certain other obligations secured on a parity with the Series 2007 Bonds.  See APPENDIX H – “PARITY BONDS AND PARITY OBLIGATIONS” and APPENDIX I – “PROJECTED DEBT SERVICE SCHEDULE.”

Additional Bonds and Parity Obligations

Additional Bonds (or Parity Obligations) may be issued only if at least one of the following is true immediately following the issuance of such additional Bonds (or Parity Obligations):

(a)
the additional Bonds (or Parity Obligations) are issued for refunding purposes to provide funds for the payment of any or all of the following:  (1) the principal or redemption price of the Bonds (or Parity Obligations) to be refunded; (2) all expenses incident to the calling, retiring or paying of such Bonds (or Parity Obligations) and the Costs of Issuance of such refunding Bonds (or Parity Obligations); (3) interest on all Bonds (or Parity Obligations) to be refunded to the date such Bonds (or Parity Obligations) will be called for redemption or paid at maturity; and (4) interest on the refunding Bonds (or Parity Obligations) from the date thereof to the date of payment or redemption of the Bonds (or Parity Obligations) to be refunded.

(b)
the Board determines that one of the following is true:  (1) the ratio of (A) Net Revenue for the most recent Fiscal Year for which audited financial statements are available to (B) Maximum Annual Debt Service on the Bonds (and Parity Obligations), calculated as of the date of sale of, and including such additional Bonds (or Parity Obligations), will not be less than 1.50:1; or (2) the ratio of (A) Net Revenue projected by the Authority for each of the next three (3) Fiscal Years, including in such projections amounts projected to be received from any adopted toll increase or planned openings of an additional System Bridge, to (B) Maximum Annual Debt Service on the Bonds (and Parity Obligations), calculated as of the date of sale of and including such additional Bonds (or Parity Obligations), will not be less than 1.50:1.

For purposes of the above-described calculation, if additional Bonds and Parity Obligations are issued to finance a Project that includes toll bridge program capital improvements for any bridge newly designated after January 1, 2006 as a System Bridge, projected Net Revenue for such bridge shall be calculated using estimates of Bridge Toll Revenues prepared by a Traffic Consultant unless that bridge has been an operating toll bridge for at least three Fiscal Years prior to such calculation date.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE – Definitions” and “-Additional Bonds; Subordinate Obligations”.  

Pursuant to the Indenture, at such time as the Authority determines to issue additional Bonds, the Authority shall, in addition to fulfilling the requirements of the Indenture described above, file with the Trustee (a) a certificate of the Authority stating that no Event of Default specified in the Indenture has occurred and is then continuing; (b) a certificate of the Authority stating that the requirements of the Indenture described under subparagraph (a) or (b) of the second immediately preceding paragraph have been satisfied; (c) if such additional Bonds are being issued based upon compliance with the provisions of the Indenture described in subsection (b)(1) of the second immediately preceding paragraph, a certificate of the Authority stating that nothing has come to the attention of the Authority that would lead the Authority to believe that there has been a material adverse change in the operation of the Bridge System such that Net Revenue for the then current Fiscal Year would be insufficient to meet the debt service coverage requirement described in subsection (b)(1) of the second immediately preceding paragraph; (d) the balance in the Reserve Fund upon receipt of the proceeds of the sale of such Series of Bonds shall be increased, if necessary, to an amount at least equal to the Reserve Requirement with respect to all Bonds Outstanding upon the issuance of such Series of Bonds; and (e) an Opinion of Bond Counsel to the effect that the execution of the Supplemental Indenture creating such Series of Bonds has been duly authorized by the Authority in accordance with the Indenture and that such Series of Bonds, when duly executed by the Authority and authenticated and delivered by the Trustee, will be valid and binding obligations of the Authority.

Subordinate Obligations

Except to the extent restricted by the Indenture, the Authority may issue or incur obligations (“Subordinate Obligations”) payable out of Revenue on a basis junior and subordinate to the payment of the principal, interest and reserve fund requirements for the Bonds and Parity Obligations, as the same become due and payable and at the times and in the manner as required by the Indenture or as required by the instrument pursuant to which such Parity Obligations were issued or incurred, as applicable.  The Authority’s Subordinate Obligations currently consist of fees and expenses due under the Standby Bond Purchase Agreements (as hereinafter defined) and fees and expenses and any termination payments under the Authority’s Qualified Swap Agreements.  See APPENDIX H – “PARITY BONDS AND PARITY OBLIGATIONS.”

Special Obligations

The Series 2007 Bonds are special obligations of the Authority payable, as to interest thereon and principal thereof, solely from Revenue as defined and provided in the Indenture and the Authority is not obligated to pay them except from Revenue.  The Series 2007 Bonds do not constitute a debt or liability of the State, the Metropolitan Transportation Commission or of any other political subdivision of the State other than the Authority, or a pledge of the full faith and credit of the State or of any political subdivision of the State.

BOND INSURANCE POLICY

The following information has been furnished by the Insurer for use in this Official Statement.  Reference is made to APPENDIX K for the form of the 2007 Ambac Bond Insurance Policy.  For information regarding the Insurer, see APPENDIX J – “THE INSURER.”
Payment Pursuant to the Ambac Policy

Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the “Ambac Policy”) relating to the 2007 Variable Rate Demand Bonds and the 2007 Auction Rate Bonds (together with the 2007 Variable Rate Demand Bonds, the “Series 2007 Variable Rate Bonds”) effective as of the date of issuance of the Series 2007 Bonds.  The Ambac Policy does not cover the 2007 Fixed Rate Bonds.  Under the terms of the Ambac Policy, Ambac Assurance will pay to The Bank of New York, in New York, New York or any successor thereto (the “Insurance Trustee”) that portion of the principal of and interest on the Series Variable Rate 2007 Bonds which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligor (as such terms are defined in the Ambac Policy). Ambac Assurance will make such payments to the Insurance Trustee on the later of the date on which such principal and interest becomes Due for Payment or within one business day following the date on which Ambac Assurance shall have received notice of Nonpayment from the Trustee/Paying Agent/Bond Registrar. The insurance will extend for the term of the Series 2007 Variable Rate Bonds and, once issued, cannot be canceled by Ambac Assurance.

The Ambac Policy will insure payment only on stated maturity dates and on mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in the case of interest.  If the Series Variable Rate 2007 Bonds become subject to mandatory redemption and insufficient funds are available for redemption of all outstanding Series Variable Rate 2007 Bonds, Ambac Assurance will remain obligated to pay principal of and interest on outstanding Series 2007 Variable Rate Bonds on the originally scheduled interest and principal payment dates including mandatory sinking fund redemption dates. In the event of any acceleration of the principal of the Series 2007 Variable Rate Bonds, the insured payments will be made at such times and in such amounts as would have been made had there not been an acceleration, except to the extent that Ambac Assurance elects, in its sole discretion, to pay all or a portion of the accelerated principal and interest accrued thereon to the date of acceleration (to the extent unpaid by the Authority).  Upon payment of all such accelerated principal and interest accrued to the acceleration date, Ambac Assurance's obligations under the Ambac Policy shall be fully discharged.
In the event the Trustee has notice that any payment of principal of or interest on a Series 2007 Variable Rate Bond which has become Due for Payment and which is made to a Holder by or on behalf of the Authority has been deemed a preferential transfer and theretofore recovered from its registered owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are not otherwise available.

The Ambac Policy does not insure any risk other than Nonpayment, as defined in the Ambac Policy. Specifically, the Ambac Policy does not cover:  

1.
payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund redemption) or as a result of any other advancement of maturity.

2.
payment of any redemption, prepayment or acceleration premium.

3.
nonpayment of principal or interest caused by the insolvency or negligence of any Trustee, Paying Agent or Bond Registrar, if any.

If it becomes necessary to call upon the Ambac Policy, payment of principal requires surrender of Series 2007 Variable Rate Bonds to the Insurance Trustee together with an appropriate instrument of assignment so as to permit ownership of such Series 2007 Variable Rate Bonds to be registered in the name of Ambac Assurance to the extent of the payment under the Ambac Policy.  Payment of interest pursuant to the Ambac Policy requires proof of Holder entitlement to interest payments and an appropriate assignment of the Holder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Series 2007 Variable Rate Bond, appurtenant coupon, if any, or right to payment of principal or interest on such Series 2007 Variable Rate Bond and will be fully subrogated to the surrendering Holder’s rights to payment. 

The Ambac Policy does not insure against loss relating to payments made in connection with the sale of 2007 Auction Rate Bonds at Auctions or losses suffered as a result of a Holder’s inability to sell Series 2007 Variable Rate Bonds.

The Ambac Policy does not insure against loss relating to payments of the purchase price of Series 2007 Variable Rate Bonds upon tender by a registered owner thereof or any preferential transfer relating to payments of the purchase price of Series 2007 Variable Rate Bonds upon tender by a registered owner thereof.

In the event that Ambac Assurance were to become insolvent, any claims arising under the Ambac Policy would be excluded from coverage by the California Insurance Guaranty Association, established pursuant to the laws of the State of California.

Certain Rights of Insurer

Ambac Assurance’s commitment to provide municipal bond insurance and a Reserve Fund surety bond policy to the Authority includes conditions that the Authority has agreed to accept.  The conditions include the ongoing right to approve or disapprove various financing documents and to consent to or disapprove various types of proposed changes in the Indenture.  The Authority believes that all of the conditions are reasonable and will not prevent it from conducting and financing its planned business activities.

BAY AREA TOLL AUTHORITY

The Authority is a public instrumentality created under the Act, and is authorized under California law to administer all toll revenues from the Bridge System.  The governing body of the Authority is comprised of sixteen voting members appointed by public entities in the San Francisco Bay Area (the “Bay Area”), and three non-voting members appointed by State and federal agencies.  These nineteen members are comprised of the following:  (a) two members each from the City and County of San Francisco and from Alameda, Contra Costa, San Mateo, and Santa Clara Counties, (b) one member each from Marin, Napa, Solano and Sonoma Counties, (c) one representative each appointed by the Association of Bay Area Governments and the San Francisco Bay Conservation and Development Commission, and (d) one representative each, who shall be non-voting members, appointed by the State of California Secretary of the Business, Transportation and Housing Agency, the United States Department of Transportation, and the United States Department of Housing and Urban Development.  Each commissioner’s term of office is four years or until a successor is appointed.  All of the commissioners are scheduled to be subject to re-appointment in February 2011.  A list of the current commissioners is included in the forepart of this Official Statement.

The Authority is governed by the same board as that governing the Metropolitan Transportation Commission (“MTC”).  MTC is a public agency created in 1970 by the California State Legislature for the purpose of providing regional transportation planning and organization for the nine California counties of Alameda, Contra Costa, Marin, Napa, San Francisco, San Mateo, Santa Clara, Solano and Sonoma in the Bay Area.

The Bay Area Infrastructure Financing Authority or “BAIFA” is a joint exercise of powers authority created by a Joint Exercise of Powers Agreement between the Authority and MTC.  In December 2006, BAIFA issued its $972,320,000 State Payment Acceleration Notes (“SPANs”), the net proceeds of which are being used to finance a portion of the Seismic Retrofit Program described later in this Official Statement.  The BAIFA SPANs have no claim on and are not payable from toll revenues collected by the Authority. 

THE BRIDGE SYSTEM

General

The Bridge System consists of seven bridges described below that link eight federal and two state highways in the nine-county San Francisco Bay Area.  The Golden Gate Bridge which connects San Francisco with Marin County and northern California highways is neither owned nor operated by the State nor administered by the Authority.

San Francisco-Oakland Bay Bridge.  The San Francisco-Oakland Bay Bridge opened to traffic in November 1936 and connects the cities of San Francisco and Oakland and also serves the adjacent cities of Berkeley, Piedmont, Alameda and San Leandro, as well as neighboring cities and suburban areas in Alameda, Contra Costa and San Mateo Counties.  The San Francisco-Oakland Bay Bridge provides the most direct connection between central San Francisco and the main transcontinental highways in the Bay Area.

The San Francisco-Oakland Bay Bridge has an overall length of approximately 8.5 miles consisting of two major bridge structures and a connecting tunnel on Yerba Buena Island, which is located at the midpoint of the San Francisco-Oakland Bay Bridge.  The west span comprises two suspension bridges with a common central anchorage and with a truss span at the San Francisco end; the aggregate length of the western crossing is 10,300 feet.  Each suspension bridge has a center span of 2,310 feet between towers, and two 1,160 foot side spans.  A 520 foot long tunnel on Yerba Buena Island connects the western crossing to the eastern crossing via a 2,625 foot long reinforced concrete viaduct across the island.  The east span consists of a 2,418 foot long steel cantilever truss followed by five 509 foot long steel trusses and 14 additional shorter spans that bring the roadways down to the East Bay shoreline.

The San Francisco-Oakland Bay Bridge is a double deck structure.  Each deck has five traffic lanes with westbound traffic on the upper deck and eastbound traffic on the lower deck.  Elevated approaches to the bridge carry through-traffic to and from U.S. Route 101 without use of local San Francisco streets.  At the eastern terminus, approaches connect through-traffic with U.S. Interstate Highways 80, 580 and 880.

Carquinez Bridge.  The Carquinez Bridge crosses the Carquinez Strait between Vallejo and Crockett on Interstate 80 and links the Bay Area and the Napa Valley.  The bridge is 28 miles north-east of San Francisco and 65 miles south-west of Sacramento.  The Carquinez Bridge consists of two parallel spans.  The eastern span is the older of the two bridge spans and opened in 1958.  The eastern span consists of welded members of high strength steel bolted together and carries four lanes of northbound U.S. Interstate Highway 80 traffic.  The eastern span is a through-truss superstructure 3,350 feet long with cantilever spans of 1,100 feet.  Vertical clearance is 148 feet.  The new western span was opened to traffic in November 2003 and is described under “CAPITAL PROJECTS AND FUNDING – Regional Measure 1 Projects.”

Benicia-Martinez Bridge.  The existing span of the Benicia-Martinez Bridge crosses the Carquinez Strait approximately six miles east of the Carquinez Bridge.  Opened to traffic in September 1962 as part of Interstate 680, this bridge provides a direct connection from the north bay and Sacramento regions to central and eastern Contra Costa and Alameda and Santa Clara Counties.  The bridge corridor is a major interstate route and links U.S. Interstates 80, 680, and 780 and is a major interstate freight route.  The original Benicia-Martinez Bridge is a 6,215 foot-long, deck-truss, with seven 528-foot spans, which provide 138 feet of vertical clearance and carries six lanes of traffic (three in each direction).  

San Mateo-Hayward Bridge.  The San Mateo-Hayward Bridge is situated approximately 17 miles south of the San Francisco-Oakland Bay Bridge, connecting the City of San Mateo on the San Francisco peninsula with the east shore of the San Francisco Bay in Alameda County, approximately five miles southwest of Hayward.  The original bridge was constructed under private ownership and opened to traffic in 1929.  In September 1951, the San Mateo-Hayward Bridge was purchased from its private owners, and, in 1961, the State Legislature approved construction of a new bridge to replace the original bridge.  The replacement bridge was opened to traffic in 1967.  The high-level steel section of the current structure is approximately two miles long, provides 135 vertical feet of clearance over the navigation channel and carries six lanes of traffic.  

Richmond-San Rafael Bridge.  The Richmond-San Rafael Bridge opened to traffic in September 1956, and provides access via Interstate 580 across the San Francisco Bay from a point about three miles west of the City of Richmond to the Marin County shore three miles southeast of the City of San Rafael. The Richmond-San Rafael Bridge is approximately 5½ miles long and of cantilever-truss construction.  Its major spans stretch 1,070 feet over dual shipping channels to provide a vertical clearance of 185 feet.  As originally constructed, a single three-lane deck was provided for two-way traffic.  A lower two-lane deck was constructed later, resulting in a two-deck structure carrying traffic in one direction on each deck.  

Dumbarton Bridge.  The Dumbarton Bridge is situated approximately 10 miles south of the San Mateo-Hayward Bridge and 27 miles south of the San Francisco-Oakland Bay Bridge.  The original Dumbarton Bridge was purchased in September 1951 from its private owner.  The western end of the structure is five miles northeast of the City of Palo Alto and the eastern end is five miles west of the City of Newark, midway between the Cities of San Jose and Oakland.  In 1978, construction began on a new Dumbarton Bridge, which was opened to traffic in 1982.  The Dumbarton Bridge is a six-lane reinforced concrete structure that is 1.6 miles long with a pedestrian/bicycle lane.  The western approach to the bridge connects State Route 84 to U.S. Route 101 in Palo Alto and Redwood City and the eastern approach connects to Interstate 880 in Alameda County.  The channel span, which has a length of 340 feet, provides 85 feet of vertical clearance for the passage of ships.  The approach spans on both sides of the San Francisco Bay are composed of pre-stressed lightweight concrete girders that support a lightweight concrete deck.  The center spans are twin steel trapezoidal girders that also support a lightweight concrete deck.  

Antioch Bridge.  Located 25 miles east of the Benicia-Martinez Bridge, the Antioch Bridge is the only northerly highway connection across the San Joaquin River linking east Contra Costa County to the delta communities of Rio Vista and Lodi.  In 1978, a high-level fixed-span structure 1.6 miles long and 40 feet wide with a narrow shoulder in each direction for bicyclists, pedestrians and emergency use replaced the original bridge constructed in 1926.  The Antioch Bridge spans the 3,600-foot wide San Joaquin River and extends 4,000 feet onto Sherman Island in Sacramento County to the north and 1,000 feet in Contra Costa County to the south.  The Antioch Bridge has a navigational clearance of 135 feet vertically and 400 feet horizontally.  Traffic lanes consist of two 12-foot wide lanes for motor vehicles and two 8-foot lanes for pedestrians and bicyclists.

Toll Rates

In 1998, voters approved Regional Measure 1 (“RM1”) establishing a uniform toll rate of $1.00 for two-axle vehicles using the Bridge System and a uniform toll schedule for all other toll-paying vehicles using the System Bridges.  In 2004 voters approved Regional Measure 2 (“RM2”) which provided a toll increase of $1.00 to the toll schedule (together, the “RM Toll”).

Commencing on January 1, 1998, a $1.00 seismic surcharge (the “Seismic Surcharge”) was imposed by California law on toll-paying vehicles using the System Bridges.  In January 2006, the Authority authorized a $1.00 per vehicle increase in the Seismic Surcharge that took effect on January 1, 2007 (with a one-month exemption from such increase for certain vehicles using the Electronic Toll Collection and Accounting System (“ETC”)).  The combination of the RM Toll and the Seismic Surcharge results in a current total toll of $4.00 for two-axle vehicles.  

The table below sets forth the toll rates currently in effect on the System Bridges.  

BRIDGE SYSTEM TOLL RATES

	Number of Axles Per Vehicle
	RM Toll
	Seismic Surcharge(1)
	Total Toll

	2 axles
	$2.00
	$2.00
	$  4.00

	3 axles
	4.00
	2.00
	6.00

	4 axles
	6.25
	2.00
	8.25

	5 axles
	9.25
	2.00
	11.25

	6 axles
	10.00
	2.00
	12.00

	7 axles or more
	11.50
	2.00
	13.50




(1)
In January 2006, the Authority authorized a $1.00 per vehicle increase in the Seismic Surcharge that took effect on January 1, 2007.  Thus, the total Seismic Surcharge is $2.00 per vehicle.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS.”  
Source:  The Authority.

Tolls on each of the System Bridges are collected from vehicles going in one direction only.  The RM Toll rates are based on the total number of axles on the roadway for a given vehicle.  The Seismic Surcharge is a flat charge per toll-paying vehicle irrespective of the number of axles.  

Pursuant to Section 30102.5 of the California Streets and Highways Code, the Authority may grant reduced-rate and toll-free passage on the System Bridges to selected categories of vehicles.  Currently such vehicles primarily include commuter buses, two-axle vehicles with two, and in some cases three, passengers and certain low-emission vehicles (subject in each case to certain restrictions).  The Act also authorizes the Authority to increase tolls if required to meet its obligations on any bonds, to satisfy its covenants under any bond resolution or indenture, or to complete the Seismic Retrofit Program.  The Authority’s discretion to permit toll-free or reduced rate passage is subject to its obligations to meet its toll rate covenants under the Indenture.  In fiscal year ended June 30, 2006, nonpaying motor vehicle traffic was approximately 12,197,000 (representing about 9.4% of total traffic).  

Toll Collection

Cash toll payments on the Bridge System are collected at toll booths staffed by employees of Caltrans.  As of July 1, 2004, the Authority assumed responsibility from Caltrans for processing all toll cash collections, including cash vault and other cash management services such as transport and deposit.

In 2000 Caltrans completed installation of an automated toll collection and accounting system on all toll bridges by which tolls may be collected electronically.  The ETC process consists of three components: a transponder, which is placed inside the vehicle; an overhead antenna, which reads the transponder and charges the toll to the driver’s ETC account; and video cameras to identify toll evaders.  The overhead antenna reads the transponder as the vehicle passes through the toll plaza.  The ETC system determines the appropriate toll for the vehicle and automatically deducts that toll from the driver’s prepaid account allowing the vehicle to continue without stopping at the toll booth.  Drivers have the ability to replenish their ETC account by authorizing automatic charges to a credit card.  As of February 17, 2007, approximately 45% of peak morning period total toll paying traffic, 48% of peak afternoon period total toll paying traffic and 46% of total toll paying traffic were ETC users.

Pursuant to a cooperative agreement between the Authority and the Golden Gate Bridge, Highway and Transportation District, the Authority provides management oversight of the ETC customer service centers for the Bridge System and for the Golden Gate Bridge.  Current ETC customer service center activities include the establishment and maintenance of customer accounts, the issuance of transponders, the processing of payments, the handling of funds, the replenishment of credit card accounts, the issuance of quarterly statements to customers, the delivery and tracking of violation notices, the collection of violation fees and the operation of a telephone information center and walk-in customer services.  In December 2003, the Authority executed a 5-year contract with ACS, to operate the existing centers and to develop and operate a consolidated ETC customer service center.  

Motor Vehicle Traffic and Bridge Toll Revenues

The following table sets forth total toll-paying motor vehicle traffic for fiscal years ended June 30, 1996, through June 30, 2006.

TOTAL TOLL-PAYING MOTOR VEHICLE TRAFFIC 
(number of vehicles)

	Fiscal Year Ended June 30,
	San Francisco-Oakland Bay Bridge
	Carquinez Bridge
	Benicia-Martinez Bridge
	San Mateo-Hayward Bridge
	Richmond-San Rafael Bridge
	Dumbarton Bridge
	Antioch Bridge
	Total
	Percent Change

	1997
	44,150,583
	18,576,776
	16,899,083
	13,761,087
	10,587,292
	9,953,143
	1,702,543
	115,630,507
	0.9

	1998
	44,729,012
	18,796,163
	16,573,534
	13,754,628
	10,765,330
	9,908,270
	1,665,212
	116,192,149
	0.5

	1999
	44,533,697
	19,651,975
	16,493,049
	13,955,433
	11,200,739
	9,793,520
	1,757,864
	117,386,277
	1.0

	2000
	44,855,956
	20,461,648
	16,813,906
	14,409,281
	11,841,371
	10,399,814
	1,909,697
	120,691,673
	2.8

	2001
	45,168,355
	21,193,743
	17,158,684
	14,072,286
	12,276,754
	10,948,299
	2,115,873
	122,933,994
	1.9

	2002
	45,117,544
	21,677,767
	17,732,756
	13,725,980
	12,468,123
	10,778,861
	2,325,423
	123,826,454
	0.7

	2003
	44,995,916
	21,823,764
	17,794,558
	14,342,756
	12,513,519
	10,223,777
	2,354,103
	124,048,393
	0.2

	2004
	44,646,387
	22,053,941
	17,987,638
	15,201,496
	12,398,819
	9,976,620
	2,477,631
	124,742,532
	0.6

	2005
	43,357,197
	21,344,225
	17,116,312
	14,789,420
	11,758,224
	9,297,568
	2,472,267
	120,135,213
	(3.7)

	2006
	41,264,835
	20,914,336
	17,071,427
	15,131,279
	11,907,709
	9,529,100
	2,479,233
	118,297,919
	(1.5)




Source:  Caltrans.

Caltrans believes that declines in traffic counts for toll-paying traffic in the 2004-05 and 2005-06 fiscal years may be attributed to, among other factors, ongoing construction and resulting congestion on and temporary closures of the San Francisco-Oakland Bay Bridge, particularly the west approach, and deficiencies in the accuracy and maintenance of automated toll collection equipment particularly the violation processing system.  Delays in maintenance of the equipment likely contributed to some inaccuracy in traffic counts and, more specifically, under-counts of traffic and a corresponding reduction in toll revenue.  
The Authority has made and continues to make modifications to the ETC and toll operating process that are designed to correct toll payment and violation processing errors.  These changes include a maintenance contract with ACS State and Local Solutions, Inc. (“ACS”), a provider of transportation revenue collection, accounting and other services, to provide maintenance services for the ETC lane equipment and lane, plaza and host software and hardware systems on the System Bridges.  ACS’s workscope includes performing scheduled preventive and on-call remedial maintenance and repairs of the ETC system lane equipment (e.g. treadles, light curtains, etc.), and system administration services.  The Authority is in the process of developing a comprehensive plan to upgrade and update the toll and violation processing systems over the next two years.

The following table sets forth toll revenues for fiscal years ended June 30, 1996 through June 30, 2006.

BRIDGE TOLL REVENUES

	Fiscal Year Ended June 30,
	RM Toll
Paid by 2-axle
Vehicles(1)
	RM Toll
Paid by Other Toll Vehicles(3)
	Seismic Surcharge Revenues(4)
	Total Operating Revenues(3)
	Percent Change

	1997
	108,865,724
	22,712,787
	-
	$131,578,511
	1.8

	1998
	110,100,586
	23,507,777
	56,315,184
	189,925,545
	44.3

	1999
	111,834,302
	24,963,494
	117,892,724
	254,692,519
	34.1

	2000
	114,844,129
	25,890,554
	120,828,462
	261,565,145
	2.7

	2001
	116,787,718
	26,929,976
	122,215,821
	265,935,516
	1.7

	2002
	118,614,268
	25,615,884
	124,000,335
	268,232,489
	0.9

	2003
	120,558,863
	25,546,243
	124,170,551
	270,277,660
	0.8

	2004
	121,142,678
	25,955,194
	124,874,996
	271,974,872
	0.6

	     2005(2)
	220,607,099
	29,963,695
	120,361,270
	370,932,064
	36.4

	2006
	252,468,942
	34,606,664
	___________
	___________
	___




(1)
Vehicle classifications changed on October 1, 1997.  Through September 1997, represents toll revenues collected from Class 1 Vehicles which included 2-axle, 4-wheel trucks and Class 1 vehicles drawing up to a 3-axle trailer.  After September 1997, represents tolls paid by any vehicle with 2 axles.  

(2) 
Reflects imposition of additional $1.00 toll under RM2 effective on July 1, 2004 (resulting in an RM Toll of $2.00 for toll paying two-axle vehicles); however, for the period between July 1, 2004 and October 31, 2004, passage for 2-axle vehicles using the ETC system was charged at the RM Toll rate of $1.00.  

(3)
Includes non-toll operating revenues reported in the Authority’s audited financial statements as “Credit fees and miscellaneous/others” in Fiscal Years 1995 through 1998 and as “Other Operating Revenues” in Fiscal Years 1999 through 2006.  

(4)
A Seismic Surcharge of $1.00 was imposed beginning on January 1, 1998.  Seismic Surcharge revenues in fiscal year ended June 30, 1998, reflect the fact that the Seismic Surcharge was implemented halfway into that fiscal year.  Effective January 1, 2007, the Seismic Surcharge was increased by $1.00.

Source:  Caltrans and the Authority.

Toll Operations and Maintenance

The Authority adopts an annual toll collection operating budget (the “Operating Budget”).  The Authority’s Operating Budget includes certain costs for operation and maintenance of the Bridge System, the costs of operation of the ETC system, cash management, toll accounting administration and finance, as well as MTC Transfers and certain other items.  

The Cooperative Agreement between the Authority and Caltrans

Caltrans is responsible for maintaining the Bridge System in good repair and condition, in accordance with standards applicable to all State highways and bridges.  Caltrans and BATA are required to operate the toll collection system under a cooperative agreement.

The Cooperative Agreement, effective as of April 25, 2006 (as it may be amended from time to time, the “Cooperative Agreement”), between the Authority and Caltrans, (1) allocates funding responsibilities for the operation and maintenance of the Bridge System between the Authority and Caltrans, and (2) defines the methodology by which the Authority will establish budget limits on the amount of funding that the Authority will make available to Caltrans for toll collection operations, as well as Category A Maintenance Expenditures and Category B Maintenance Expenditures (as described below).  The Cooperative Agreement is scheduled to expire on July 1, 2015. 
Category A and Category B Maintenance Expenditures

California Streets and Highways Code Section 188.4 provides that maintenance expenditures on the Bridge System are classified as Category A Maintenance Expenditures or Category B Maintenance Expenditures. 

“Category A Maintenance Expenditures” consist of normal highway maintenance costs (see Section 188.4 of the California Streets and Highways Code).  Category A Maintenance Expenditures include the costs of maintenance of the System Bridges and other structures, roadbeds, pavement, drainage systems, debris removal, landscaping, traffic guidance systems, ice controls, dedicated bridge maintenance stations and maintenance training.  Category A Maintenance Expenditures on all System Bridges, except the San Francisco-Oakland Bay Bridge, are payable from Bridge Toll Revenues.  Category A Maintenance Expenditures on the San Francisco-Oakland Bay Bridge are payable until Seismic Retrofit Program work is completed from the State Highway Account, an account within the State Transportation Fund where all funds available from any source for expenditure on work within the control of Caltrans are deposited.  Upon completion of Seismic Retrofit Program work on the San Francisco-Oakland Bay Bridge, Category A Maintenance Expenditures with respect to that bridge will be payable from Bridge Toll Revenues.  

Category A Maintenance Expenditures are Subordinated Maintenance Expenditures as defined in the Indenture.  Payment of Category A Maintenance Expenditures is subordinate to the Authority’s obligation to pay principal of and interest on the Bonds and Parity Obligations.  See “–Historical Revenue, Expenditures and Debt Service Coverage” below. 

“Category B Maintenance Expenditures” includes all expenses related to maintenance and reconstruction work of those facilities such as toll facility administration buildings and toll booths which are constructed primarily for the purposes of collecting tolls.  Category B Maintenance Expenditures are a component of Operations & Maintenance Expenses as defined under the Indenture and have a statutory lien on Bridge Toll Revenues prior to the lien on Bridge Toll Revenues for the payment of annual debt service on the Bonds and Parity Obligations.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS.”

Operations and Maintenance Fund

The Indenture provides that at the beginning of each Fiscal Year, the Authority shall deposit in its Operations and Maintenance Fund from Bridge Toll Revenues on deposit in the Bay Area Toll Account such amount as shall be necessary so that the amount on deposit in the Operations and Maintenance Fund shall equal two times the budgeted Operations & Maintenance Expenses for the Fiscal Year.  Amounts on deposit in the Operations and Maintenance Fund are to be used and withdrawn by the Authority solely to pay Operations & Maintenance Expenses and are not pledged to the payment of the Bonds or Parity Obligations.  The balance in the Operations and Maintenance Fund as of January 1, 2007 was approximately $125 million.  See “Toll Operations and Maintenance” above.

The Indenture also provides that in the event that Bridge Toll Revenues on deposit in the Bay Area Toll Account are not sufficient at the beginning of any Fiscal Year to enable the Authority to make the transfer described above at the beginning of such Fiscal Year, the Authority shall not be required to make such transfer for such Fiscal Year and failure of the Authority to make such transfer shall not constitute an Event of Default under the Indenture for as long as the Authority shall punctually pay the principal of and interest on the Bonds as they become due and observe and comply with the toll rate covenants in the Indenture.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS –Toll Rate Covenants” and APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Covenants of the Authority-Punctual Payment.”

Transfers to MTC

The annual operating budget of the Authority provides for certain fund transfers to MTC for certain transit purposes.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS—Toll Rate Covenants.”  These fund transfers are subordinate to the Authority’s obligation to pay principal of and interest on the Bonds and Parity Obligations.  The following is a description of such fund transfers (the “MTC Transfers”).

“AB 664 Net Toll Revenue Reserve Transfer” means the transfer of an amount equal to the funds generated from a 1977 toll increase on the three System Bridges which comprise the Southern Bridge Group, the Dumbarton Bridge, the San Francisco-Oakland Bay Bridge and the San Mateo-Hayward Bridge.  Amounts allocated to these AB 664 Net Toll Revenue Reserves based upon a charge of 25¢ per two-axle vehicle on the San Francisco-Oakland Bay Bridge and 5¢ per two-axle vehicle on the San Mateo-Hayward and Dumbarton Bridges.  The calculation of such amount is equal to 16 percent of the revenue generated each year from the collection of the RM Toll at its level in existence for the 2001-02 fiscal year on the San Francisco-Oakland Bay Bridge, the San Mateo-Hayward Bridge, and the Dumbarton Bridge.  These funds are allocated to capital projects that further the development of public transit in the vicinity of the Southern Bridge Group toll bridges, including transbay and transbay feeder transit services.  

“Two Percent Transit Reserves Transfer” means the transfer of an amount of up to 2% of the revenue generated by the collection on all of the System Bridges of the RM Toll at its level in existence for the 2001-02 Fiscal Year (which was prior to the increase instituted under RM2).  The Authority is authorized under law to transfer Two Percent Transit Reserves to MTC on an annual basis for distribution by MTC.  Two-thirds of the Two Percent Transit Reserves are required to be applied by MTC to transportation projects that will help reduce vehicular congestion and improve bridge operations on any of the System Bridges.  The remaining one-third of the Two Percent Transit Reserves would be applied by MTC for planning, construction, operation and acquisition of rapid water transit systems.  However, federal legal limitations on toll revenue expenditures preclude MTC from making any allocations of toll revenues from certain System Bridges for transit operating programs.  Pursuant to a Cooperative Agreement Regarding Transit Operations, dated April 26, 2000, among the Authority, MTC and Caltrans, Caltrans agreed to provide funding to MTC in an amount equivalent to the portion of the Two Percent Transit Reserves that would otherwise be allocated to rapid water transit operations and MTC agreed to eliminate the use of the Two Percent Transit Reserves for transit operations.

“Rail Extension Reserves Transfer” means the transfer of an amount equal to a portion of revenues derived from the San Francisco-Oakland Bay Bridge calculated as 21% of the revenue generated each year on the San Francisco-Oakland Bay Bridge from the collection of the RM Toll on two-axle vehicles at its $1.00 RM Toll level in existence for the 2001-02 Fiscal Year (which was prior to the increase instituted under RM2).  Rail Extension Reserves are transferred by the Authority to MTC on an annual basis to be applied by MTC to rail transit capital extension and improvement projects that are designed to reduce vehicular traffic congestion on the San Francisco-Oakland Bay Bridge.

“Regional Measure 2 Operating Transfers” means transfers by the Authority to MTC to provide operating assistance for transit purposes pursuant to RM2 and Section 30914(d) of the Streets and Highways Code.  The measure provides that not more than 38% of annual Bridge Toll Revenues derived from the RM2 Toll increase imposed in conjunction with RM2 ($1.00 in the case of all vehicles regardless of the number of axles) may be transferred to the MTC as Regional Measure 2 Operating Transfers, and that all such transfers must first be authorized by the MTC.  Under Section 129(a)(3) of Title 23 of the United States Code, federal participation is limited on facilities that expend toll revenues for certain types of projects, including transit operations.  MTC has received an opinion from the Federal Highway Administration (“FHWA”) that transit planning is an eligible expense and, as such, the Authority has made transfers to MTC for such purpose.  MTC also has received an opinion from FHWA that it may expend toll funds on transit operations, if such funds are collected on bridge facilities that have not received Federal assistance.  There are four System Bridges (Dumbarton, San Mateo-Hayward, Carquinez and Antioch) that have not received Federal assistance.  The Authority expects that tolls from such four System Bridges will be sufficient to make Regional Measure 2 Operating Transfers.

“Authority Administrative Costs Transfer” means the transfer of an amount which the Authority may retain on an annual basis, after payment of debt service on Outstanding Bonds and the costs of Operation and Maintenance Expenses, for its cost of administration pursuant to Section 30958 of the Act, such amount not to exceed 1% of the gross annual bridge revenues.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE – Covenants of the Authority - Toll Rate Covenants.”

The following table sets forth transfers to MTC for AB 664 Net Toll Revenue Reserves, Two Percent Transit Reserves, Rail Extension Reserves, Regional Measure 2 Operating Transfers and Authority Administrative Costs Transfers for Fiscal Years ended June 30, 2002 through June 30, 2006.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS—Toll Rate Covenants.”

TRANSFERS TO MTC 
($ in millions)

	Fiscal Year Ended June 30,
	AB 664 Net Toll Revenue Reserves Transfer
	Two Percent Transit Reserves Transfer
	Rail Extension Reserves Transfer
	Regional Measure 2 Operating Transfers
	Authority Administrative Costs Transfer
	Total

	2002
	$12.48
	$1.17
	$10.01
	-
	$1.59
	$25.25

	2003
	12.28
	1.00
	9.97
	-
	1.64
	24.89

	2004
	12.29
	1.00
	10.03
	-
	1.85
	25.17

	2005
	11.91
	0.94
	9.90
	6.82(1)
	3.29
	32.86

	2006
	11.64
	0.92
	9.41
	17.38
	8.80
	48.15




(1)
Regional Measure 2 Operating Transfers are expected to increase in future years as additional eligible operating programs are implemented.  

Source:  The Authority.

Historical Revenue, Expenditures and Debt Service Coverage

The following table sets forth historical revenue, expenditures and debt service coverage with respect to the Bridge System for Fiscal Years ended June 30, 2002 through 2006.  

BRIDGE SYSTEM
Historical Revenue, Expenditures and Debt Service Coverage 
($ in thousands)

	Fiscal Year Ended June 30,
	2002
	2003
	2004
	2005
	2006

	Revenue
	
	
	
	
	

	Toll Revenues(1)
	$142,337
	$144,200
	$145,176
	$248,141
	$280,277

	Interest Earnings
	45,134
	25,434
	11,007
	21,235
	44,060

	Other Revenues
	2,489
	2,307
	2,400
	4,090
	506,202

	Total Revenue
	$189,959
	$171,941
	$158,583
	$273,466
	$830,539

	Operations & Maintenance Expenses
	$32,329
	$38,694
	$47,851(2)
	$54,035(2)
	$81,590(2)

	Net Revenue
	$157,630
	$133,247
	$110,732
	$219,431
	$748,949

	Debt Service on Bonds and Parity Obligations
	$13,358
	$20,441
	$26,663
	$35,374
	$63,146

	Debt Service Coverage(3)
	11.80x
	6.52x
	4.15x
	6.20x
	11.86x

	Category A Maintenance Expenditures(4)
	$3,406
	$2,271
	$2,187
	$1,593
	$______

	MTC Transfers
	$25,249
	$24,892
	$25,163
	$32,859
	$30,771




(1)
Does not include Operating Revenues reported in the Authority’s audited financial statements as “Other Operating Revenues” in Fiscal Years ended June 30, 2002 through 2006.  Does not include Seismic Surcharge revenue until mid 2006 following the defeasance of certain obligations to which the Seismic Surcharge was pledged.  

(2)
Increases in Operations & Maintenance Expenses in fiscal years ended June 30, 2004, 2005 and 2006 are attributable in significant part to the development and implementation of a new consolidated ETC service center.  See “-Toll Collection” above. 

(3)
Equals Net Revenue divided by Debt Service on Bonds and Parity Obligations.  See “SUMMARY OF FINANCING PLAN - Projected Revenue, Operations & Maintenance Expenses and Debt Service Coverage.”

(4)
Does not include Category A Maintenance Expenditures with respect to the San Francisco-Oakland Bay Bridge.  Prior to fiscal year 2005-06 Category A Maintenance Expenditures were not payable from Bridge Toll Revenues.  Beginning in fiscal year 2005-06, Category A Maintenance Expenditures other than with respect to the San Francisco-Oakland Bay Bridge are payable from Bridge Toll Revenues.  See “– Toll Operations and Maintenance - Category A and Category B Maintenance Expenditures” above.  

Note:  Totals may not add due to independent rounding of numbers.

Source:  The Authority, except information regarding Category A Maintenance Expenditures provided by Caltrans. 

Other revenue for 2006 includes $499,403 in seismic revenue transferred from Caltrans. 

CAPITAL PROJECTS AND FUNDING

Regional Measure 1 Projects

In 1988, Bay Area voters approved RM1 and the highway and bridge enhancement projects set forth therein (the “RM1 Projects”).  The RM1 Projects have all been completed but for (i) the construction of the new Benicia-Martinez Bridge and reconfiguration of the existing Benecia-Martinez Bridge, (ii) the demolition of the old Carquinez Bridge, and (iii) the I-880/SR-92 Interchange improvements described below.  The following are summary descriptions of all of the RM1 Projects.

New Benicia-Martinez Bridge.  RM1 identified the need for the construction of a new bridge parallel to the original Benicia-Martinez Bridge.  The new bridge project will include five northbound lanes on the new bridge, construction of a new toll plaza south of the new bridge in Contra Costa County, and reconstruction of the Interstate 680/Marina Vista Road and Interstate 680/Interstate 780 interchanges.    All major construction contracts to construct the new bridge and its approaches have been awarded and are under construction.  The new bridge is expected to be opened to traffic in 2007.  Upon opening of the new span, the existing span will be modified and dedicated to southbound motor vehicle traffic and will include a new bicycle/pedestrian lane.

Carquinez Bridge Replacement.  A new western span of the Carquinez Bridge constructed as part of RM1 opened to traffic in November 2003.  It is a twin towered, suspension bridge and features three mixed-flow lanes, a carpool lane and a bicycle and pedestrian pathway.  The improvements have increased traffic capacity of the bridge.  The original 1927 western span of the Carquinez Bridge was determined by Caltrans to be seismically deficient and was replaced with the new western span.  The original 1927 bridge is currently being demolished, with such demolition scheduled to be completed in 2007.

Richmond-San Rafael Bridge Deck Resurfacing and Richmond-San Rafael Bridge Trestle, Fender and Deck Joint Rehabilitation.  Under RM1 there are two major rehabilitation projects for the Richmond-San Rafael Bridge: (1) replacement of the western approach trestle and ship-collision protection fender system on the bridge and (2) deck joint rehabilitation and resurfacing of the superstructure bridge deck.  In 2005, along with seismic retrofit of the bridge, Caltrans completed replacement of the western trestle and fender system and rehabilitation of the bridge deck joints.  Under a separate contract in 2006, Caltrans completely resurfaced the entire bridge roadway surface with a polyester concrete overlay.    

Interstate 880/State Route 92 Interchange.  RM1 also contemplates reconstruction of the Interstate 880/State Route 92 Interchange.  The existing interchange will be modified to increase capacity and improve safety and traffic operations.  The project has undergone environmental review and is currently in the design and right-of-way acquisition phase.  The FHWA released the Final EIS/R in December 2003 and issued its Record of Decision for the project in July 2004, later than originally anticipated.  The delay in the environmental review process and the State’s lengthy process to procure the necessary right-of-way has resulted in delays in the project and increases in estimated costs.  Caltrans advertised the contract on January 8, 2007 and plans on opening bids in May 2007.  Caltrans and the Authority expect the project to be completed in 2011.  The project should increase traffic capacity on the San Mateo-Hayward Bridge corridor.

Richmond Parkway.  In May 2001, construction was completed on an eastern approach (the “Richmond Parkway”) between the Richmond-San Rafael Bridge and Interstate 80 near Pinole.

San Mateo-Hayward Bridge Widening.  As part of RM1, the concrete trestle section of the San Mateo-Hayward Bridge was expanded to three lanes in each direction to match the configuration of the skyway steel section.  The project also included the widening of the eastern approach to the bridge from U.S. Interstate 880 and the addition of toll booths and a new pedestrian overcrossing.  The western approach to the bridge connects to U.S. Route 101 in San Mateo County and was widened in the early 1990’s.  The new trestle was fully opened to traffic in early 2003 and completed in mid-2003. 

Bayfront Expressway (SR-84) Widening.  In April 2004, construction was completed on a project to widen the Bayfront Expressway (SR-84) from the Dumbarton Bridge to the U.S. 101/Marsh Road interchange.

US-101/University Ave. Interchange Improvement.  In January 2004, construction was completed on modifications to the U.S. 101/University Avenue interchange.

Regional Measure 2 Projects

In March 2004 Bay Area voters approved RM2, approving funding of the transit, highway and bridge enhancement and improvement projects specified therein (the “RM2 Projects.”)  A complete list of all RM2 Projects and the Authority funding authorized therefor is set forth in APPENDIX G – “REGIONAL MEASURE 2 PROJECTS.”  

MTC may allocate funds to RM2 Projects after submission and review of a project report requesting allocation by the project sponsor.  The Authority is the project sponsor for the new span of the Benicia-Martinez Bridge.  The remaining RM2 Project sponsors are various other public entities in the Bay Area.  Generally RM2 funds only a portion of the total RM2 Project costs.  The Authority is under no obligation to provide capital funding to any project beyond the amount expressly provided in the Act.  

Seismic Retrofit Program Capital Projects

Following the October 17, 1989, Loma Prieta earthquake (the “Loma Prieta Earthquake”), Caltrans began research and planning for the seismic retrofitting of certain bridges.  The need for seismic retrofitting of certain State owned toll bridges was recognized by the State Legislature in Section 188.5 and 188.6 of the California Streets and Highways Code (the “Seismic Retrofit Program”).  

The Seismic Retrofit Program projects contemplated for the Bridge System include seismic upgrade work on the original Benicia-Martinez Bridge span, the eastern span of the Carquinez Bridge, the San Mateo-Hayward Bridge and the Richmond-San Rafael Bridge, the west span and the current east span of the San Francisco-Oakland Bay Bridge, and the replacement of the east span and the west approach of the San Francisco-Oakland Bay Bridge.  Other Seismic Retrofit Program projects include seismic retrofit upgrade work on the Vincent Thomas Bridge and the San Diego-Coronado Bridge.  Seismic Retrofit Program project construction is administered by Caltrans.  

All of the Seismic Retrofit Program projects have been completed except for the west approach and the new east span of the San Francisco-Oakland Bay Bridge.  

San Francisco-Oakland Bay Bridge - Western Approach

The Seismic Retrofit Program projects include replacement of the western approach to the west span of the bridge.  Replacement of the western approach is approximately 74% complete and is scheduled to be completed in August 2009.  All major construction contracts for the Western approach have been awarded.

San Francisco-Oakland Bay Bridge - East Span

In June 2000, Caltrans completed an interim seismic retrofit on the east span of the San Francisco-Oakland Bay Bridge to reduce the risk to the public of a moderate level earthquake prior to the construction of a new east span.  The interim retrofit contract encompassed the entire existing east span of the San Francisco-Oakland Bay Bridge from Yerba Buena Island to Oakland, including the viaduct connecting the tunnel to the bridge on Yerba Buena Island.  This contract added reinforcement to strengthen bridge sections in critical areas, replaced rivets with high strength bolts, and reduced deck drop risk by increasing support widths and/or adding restraining devices.  

The longer-term seismic retrofit strategy for the east span of the San Francisco-Oakland Bay Bridge is to replace the existing east span.  The new east span is designed to be 2.2 miles long on an alignment parallel to and north of the existing east span.  The existing east span will be demolished after the new east span is opened to traffic.  The new east span consists of a transition off Yerba Buena Island, a self-anchored suspension bridge span, a skyway and an approach/touchdown in Oakland.  Upon completion as currently planned, the self-anchored suspension bridge span will be the world’s longest single tower self-anchored suspension structure.  It is designed to be approximately 2,051 feet long and approximately 525 feet high, matching the tower heights on the west span, with 8-foot diameter foundation piles that are expected to be 300 feet deep, three times deeper than the existing east span piles.  The new east span will include two side-by-side bridge decks, each with five lanes plus shoulders and a bicycle/pedestrian path.  The final environmental impact report for the new east span was certified on July 11, 2001.

Status of Construction Contracts 

To date, eight construction contracts relating to the new east span have been completed.  The remaining construction of the new east span is currently expected to be conducted under 11 major construction contracts.  These remaining contracts are roughly attributable to four primary segments of the new east span: the Oakland touchdown, the skyway, the self-anchored suspension span (“SAS”) and the Yerba Buena Island transition.  

Five of such contracts (the skyway contract, the Yerba Buena Island south/south detour contract, the SAS marine foundations contract and two less significant contracts) are currently under construction.  The skyway contract is for the 1.1 mile skyway portion of the new east span extending from the Oakland touchdown of the bridge to the SAS and is currently about 94% complete.  The south/south detour contract is for the construction of temporary detour structures on Yerba Buena Island which would route traffic from the existing east span around the construction area while portions of the existing east span are demolished and the new Yerba Buena Island transition structure is constructed and is approximately 40% complete.  The SAS marine foundations contract is for the inwater foundations upon which the SAS superstructure will be constructed and is approximately 65% complete.  

In May 2006, the contract to construct the SAS superstructure was awarded to a joint venture of American Bridge Company and Fluor Corporation at an amount of approximately $1.45 billion.  The contract is 15% complete.  The contractor is finalizing agreements with manufacturers, fabricators, suppliers and subcontractors.  Pre-fabrication welding procedures and approval processes are being developed at Zhenhua Port Machinery Company of Shanghai, China for fabrication of the SAS superstructure tower and decks.  

Six other contracts for the new east span are in the design phase.  These include up to four contracts for the Oakland touchdown, a contract for the Yerba Buena Island transition structure, a contract for storm water treatment measures and a contract for demolition of the existing east span.

Estimated Cost of Seismic Retrofit

The following table sets forth the status, estimated costs at completion and estimated completion date with respect to the remaining east span contracts and completed east span contracts, estimated right-of-way and environmental mitigation costs and estimated capital outlay support costs for the east span.

SEISMIC RETROFIT PROGRAM
SAN FRANCISCO-OAKLAND BAY BRIDGE
STATUS OF EAST SPAN CONTRACTS

	Contract
	Status
	Estimated Cost at Completion 
($ in millions) (1)
	Estimated Completion 
Date

	Skyway
	Under Construction
	$1,293
	December 2007

	Self Anchored Suspension (“SAS”) Span Marine Foundations
	Under Construction
	314
	March 2008

	SAS Superstructure
	Under Construction
	1,767(2)
	March 2013(3)

	Yerba Buena Island 
South/South Detour
	Under Construction
	152
	June 2010

	Yerba Buena Island Transition Structures (aggregate of up to three contracts)
	In Design
	319
	November 2014

	Oakland Touchdown #1 (Westbound Superstructure and Foundations  and Eastbound Foundations)
	Advertised
	227
	October 2009

	Oakland Touchdown #2 (Eastbound Superstructure)
	In Design
	62
	November 2014

	Oakland Touchdown Submarine Cable Relocation
	Under Construction
	7
	January 2008

	Oakland Touchdown Electrical Systems
	In Design
	4
	TBD

	Stormwater Treatment Measures
	Under Construction
	[153]
[15.3]
	June 2007

	Existing East Span Demolition
	In Design
	222
	September 2015

	Completed Contracts
	--
	90
	--

	Right-of-Way and Environmental Mitigation
	--
	72
	--

	Capital Outlay Support
	--
	977
	--

	Other Budgeted Capital
	--
	11
	--

	TOTAL
	
	$5,535
	




(1)
Includes project contingency.

(2)
In May 2006, the contract to construct the SAS superstructure was awarded in the bid amount of approximately $1.45 billion.

(3)
In order to hasten the completion date, Caltrans has provided for monetary incentives for completion ahead of schedule.  

Note:  Totals may not add due to independent rounding of numbers.

Source: Caltrans.

Caltrans has identified certain substantial risks with respect to the costs of the new east span and with respect to construction delays.  The schedules for the Yerba Buena Island south/south detour and the SAS superstructure are currently under review.  Significant delays could result in an escalation of cost estimates.  

In addition, certain other construction related risks may result in additional cost beyond those estimated by Caltrans.  See “RISK FACTORS – Construction Delays and Cost Escalation.”

Absent further delays, the new east span is currently scheduled to be open for traffic in the westbound direction in September 2012 and in the eastbound direction in September 2013.  Completion of the new east span is scheduled for December 2014.  Demolition of the existing east span will follow with completion expected in September 2015.  However, no assurance can be given that this schedule will be achieved.

Oversight Committee

Assembly Bill No. 144 (“AB 144”) was enacted and became effective on July 18, 2005, amending the Act and certain sections of the Streets and Highways Code relating to the Seismic Retrofit Program.  AB 144 was modified by Senate Bill No. 66 (“SB 66,” and together with AB 144, the “2005 Legislation”) which became effective on September 29, 2005.  The 2005 Legislation established the Toll Bridge Program Oversight Committee (the “Oversight Committee”) which has implemented a project oversight and project control process for the Benicia-Martinez Bridge project and the Seismic Retrofit Program projects.  The Oversight Committee consists of the Director of Caltrans, the Executive Director of the California Transportation Commission (the “CTC”) and the Executive Director of the Authority. The Oversight Committee’s project oversight and control processes include, but are not limited to, reviewing bid specifications and documents, providing field staff to review ongoing costs, reviewing and approving significant change orders and claims (as determined by the Oversight Committee), and preparing project reports.  However, pursuant to the 2005 Legislation, all contract specifications and bid documents will be developed by Caltrans and must be reviewed and approved by the Authority prior to their release.  Caltrans is responsible for the award of all contracts.  

Caltrans is required to provide monthly reports to the Oversight Committee regarding construction status, actual expenditures, and forecasted costs and schedules for the Benicia-Martinez Bridge project and the Seismic Retrofit Program projects.  The monthly reports that are reviewed and approved by the Oversight Committee are provided to the Authority.  The Oversight Committee is required to provide quarterly reports with respect to the Seismic Retrofit Program projects to the transportation and fiscal committees of both houses of the State Legislature and the California Transportation Commission.  Copies of such monthly and quarterly reports may be found at the Authority’s web site.  

Ground Motions and Seismic Design Strategy for the Bridge System

The criteria used to determine post-earthquake performance standards for the Bridge System were specific to each System Bridge and were continuously evaluated and refined by Caltrans during planning and design.  The engineering was reviewed by an independent panel of recognized experts from the private sector and academia.

Each seismic retrofit project was designed based upon a determination of the ground motions (earthquake forces) that influence a particular bridge in the event of an earthquake.  Caltrans used design seismic ground motions with a return period between 1,000 and 2,000 years across an appropriate spectrum of response frequencies.  Each of these motions was defined differently for each bridge site, as the seismic hazard at each site is different (different faults, different distances, etc.).

All of the System Bridges that were evaluated by Caltrans have been designed or retrofitted, at a minimum, to avoid a collapse if the 1,000 to 2,000 year return period ground motions used to design the projects were to occur at the respective sites.  A decision was made in the case of each bridge as to how much should be invested beyond the “no collapse” life safety level.  The design strategy selected for each of the System Bridges was based on levels of traffic use, expected useful life of the bridge, the cost of a higher earthquake performance level, and other considerations.  Certain bridges were designated “Lifeline Structures” for which seismic strategy incorporates designs intended to exhibit performance levels superior to those levels associated with the “no collapse” design strategy and intended to create a post-earthquake condition in which Caltrans can put the bridge back into public service relatively quickly following a seismic event.  A third seismic strategy, the “intermediate strategy,” was adopted for certain System Bridges and is intended to provide a level of performance with an expectation of damage and closure, but with a higher performance than that of the “no collapse” strategy and a lower performance than that of the Lifeline Structure.

The following table describes the design basis and status for each of the System Bridges that have been retrofitted or are undergoing retrofit work, or that have been or will be constructed under, the Seismic Retrofit Program or RM1.  A description of certain studies undertaken by Caltrans with respect to the Antioch Bridge and the Dumbarton Bridge is set forth under the caption “ - Antioch Bridge and Dumbarton Bridge” below.

SEISMIC RETROFIT PROGRAM
SYSTEM BRIDGES DESIGN BASIS AND STATUS

	Bridge
	Seismic Strategy
	Status and Retrofit Actual or Projected Completion Date

	Benicia – Martinez
(existing span)(1)

	Lifeline Structure
Minor to moderate damage expected, reopen to traffic quickly
	Completed
August 2002

	Benicia – Martinez
(new span)(2)

	Lifeline Structure
Minor to moderate damage expected, reopen to traffic quickly
	Under Construction Until
December 2007

	Carquinez (existing east span)(1)

	Intermediate Strategy
Moderate to major damage expected
	Completed
January 2002

	Carquinez (new west span)(2)

	Intermediate Strategy
Moderate to major damage expected
	Completed
November 2003

	Richmond – San Rafael(1)

	“No Collapse” Strategy
Avoid catastrophic failure
	Completed
October 2005

	San Francisco – Oakland (east span) (1)(3)
	Lifeline Structure
Minor to moderate damage expected, reopen to traffic quickly – interim retrofit followed by replacement of span
	Interim Retrofit Completed June 2000
New East Span Under Construction Until 
2012 (Westbound traffic open)
2013 (Eastbound traffic open)

2014 (Completion)

2015 (Demolition of prior East Span)

	San Francisco – Oakland (west span) (1)

	Lifeline Structure
Minor to moderate damage expected, reopen to traffic quickly
	Bridge Span Completed June 2004
Western Approach Under
Construction Until
August 2009

	San Mateo – Hayward(1)
	Intermediate Strategy
Moderate to major damage expected
	Completed
June 2000




(1)
A Seismic Retrofit Program project.

(2)
A RM1 Project 

(3)
The interim retrofit of the existing east span of the San Francisco-Oakland Bay Bridge does not result in a seismic performance level at the Lifeline Structure standard.  

Source: Caltrans.

Antioch Bridge and Dumbarton Bridge 

Past reviews of historic bridge performance during large California earthquakes indicate bridges designed after 1971 have performed well and better than pre-1971 bridge designs.  The Legislature has provided Caltrans with dedicated resources for seismic research since 1999.  This research has provided a better understanding of earthquakes and the performance of bridges during these events. With this knowledge, Caltrans reassesses the seismic hazard and engineering performance of existing, retrofitted and new structures against the current state of knowledge to ensure that these structures perform in an acceptable manner under anticipated ground motion.  Research developed over the past decade has provided a better understanding of seismic hazards and performance.

The original designs of the Antioch Bridge and the Dumbarton Bridge were based upon design criteria available after 1971.  In the early 1990’s, Caltrans determined that these two structures had the seismic resistant features required by the post-1971 codes and were not likely to be vulnerable during a major seismic event.  Since that time, Caltrans has pursued a seismic research program, and based on the results of that program, significantly revised its seismic practices.  

In late 2004, Caltrans initiated vulnerability studies of the Antioch Bridge and the Dumbarton Bridge.  Such seismic vulnerability studies were not complete seismic analyses of such structures, but were an investigation of a few representative bents to determine the likelihood of the need for seismic retrofit.  The superstructure response was not analyzed.  The analyses were limited in scope and based on as-built plans and available geotechnical information.  These studies were completed in May 2005.

Both bridges have many seismic resistant features, and the results of the vulnerability studies indicated that the bridges should perform well in a moderate seismic event.  Given the limitations of the vulnerability studies, Caltrans has stated that there is insufficient evidence to conclusively determine the performance of the bridges during a maximum credible seismic event.  These preliminary studies indicate that the performance of these structures is governed by the response of the foundations to a maximum credible seismic event and that such an event could result in large foundation displacements and rotations with resulting deformations that cannot be easily repaired.  These displacements and rotations may result in damage to the superstructure and possibly damage to the piles.  While the Dumbarton Bridge and the Antioch Bridge may meet performance standards, Caltrans believes that a more comprehensive technical study is necessary to understand the performance of these structures during a maximum credible seismic event.  Such a study is necessary to accurately determine the structures’ response and to develop any necessary retrofit strategies.  

Based on the vulnerability studies and a follow up sensitivity analysis, Caltrans and the Authority developed a work plan to assess the geotechnical work needed for a refined seismic analysis and to assess the required performance levels of each structure.  In June 2006, the Authority approved $17.8 million in toll bridge rehabilitation funding to proceed with the comprehensive seismic analysis of the bridges.  In September 2006, the Authority entered into a consultant contract to conduct geotechnical and geophysical investigations, which have been on-going since December 2006.  Caltrans is currently reviewing the geotechnical data to begin a detailed structural analysis of the bridges and to determine the appropriate seismic retrofit strategies for each bridge.

Seismic retrofit of the Antioch Bridge and the Dumbarton Bridge is not currently included in the Seismic Retrofit Program.  However, State law could be modified to include additional seismic retrofit projects, including projects on the Antioch Bridge and the Dumbarton Bridge.

Caltrans’ bridge design standards are subject to ongoing review and modification as knowledge about earthquakes increases.  Each of the System Bridges is reevaluated as standards are improved.  There can be no assurance, however, that the design strategies employed at any given time will perform to expectations.  See “RISK FACTORS—Risk of Earthquake.”

Bridge Rehabilitation Program 

In addition to the RM1 Projects, RM2 Projects and Seismic Retrofit Program projects, the Authority funds other capital rehabilitation and operational improvement projects on the System Bridges and their approaches.  The Authority has developed a ten-year rehabilitation program through Fiscal Year 2013-14 that funds projects designed to maintain and ensure the long-term safe operation of the Bridge System and associated toll facilities.  The Authority currently anticipates funding from tolls such rehabilitation and operational improvement projects in the amount of approximately $15 million per fiscal year through the duration of the program.

Summary of RM1, RM2 and Seismic Retrofit Program Capital Projects

The following table sets forth the program budgets, expenditures and project status for the RM1 Projects and RM2 Projects.

SUMMARY OF RM1 PROJECTS AND RM2 PROJECTS
Program Budget, Expenditures and Project Status as of January 31, 2006
($ in millions)

	
	Authority Budget
	
	
	

	
	Authority
Funding
	Other
Funding(2)
	Estimated Completion Cost(1)
	Actual Cost 
to November 20, 2006
	Project Status/
Expected Completion

	New Benicia-Martinez Bridge(1)
	$1,225
	$38
	$1,263
	$1,060
	2007

	Carquinez Bridge Replacement
	528
	--
	528
	93
	2007

	Richmond-San Rafael Bridge Deck Resurfacing
	21
	4
	25
	17
	2007

	Richmond-San Rafael Bridge Trestle, Fender and Deck Joint Rehabilitation
	42
	60
	97
	80
	Completed

	I-880/SR-92 Interchange Improvement
	124
	10
	196(3)
	38
	2011

	Richmond Parkway
	6
	--
	6
	4
	Completed

	San Mateo-Hayward Bridge Widening
	218
	--
	212
	209
	Completed

	Bayfront Expressway (SR-84) Widening
	35
	--
	35
	33
	Completed

	US-101/University Ave. Interchange Improvement
	4
	--
	4
	4
	Completed

	
RM1 Capital Projects Subtotal(4)
	$2,203
	$112
	$2,366
	$1,538
	

	
	
	
	
	
	

	
RM2 Capital Projects Subtotal(5)
	$[1,465 ]
	(6)
	(6)
	$[51]
	In Progress




(1)
The project budget for the new Benicia-Martinez Bridge includes $50 million allocated for such project under RM2.  

(2)
Includes approximately $38 million for the New Benicia-Martinez Bridge from state funds, approximately $60 million for the Richmond-San Rafael Bridge Trestle Rehabilitation project from state funds, approximately $4 million for the Richmond-San Rafael Bridge Deck Resurfacing project from state funds, and approximately $10 million for the I-880/SR-92 Interchange Improvement project from the Alameda County Transportation Authority.

(3)
Caltrans has reported a higher than budgeted estimate for construction of the I-880/SR-92 Interchange Improvement project.  The Authority staff and Caltrans are attempting to expedite the advertisement of the project to develop a more refined cost estimate.

(4)
Subtotals may not add due to independent rounding of numbers.

(5)
A complete list of all RM2 Projects and the Authority funding authorized therefor is set forth in APPENDIX G – “REGIONAL MEASURE 2 PROJECTS.”  Does not include $50 million allocated for the new Benicia-Martinez Bridge project under RM2.  

(6)
Under the Act, the Authority is required to fund the enumerated RM2 Projects by issuance of additional Bonds or transfer of Bridge Toll Revenues in an amount in the aggregate not to exceed $1.515 billion but is not required to complete such projects.  The remainder of funds required to complete the RM2 Projects are expected to come from other sources.  See “- Regional Measure 2 Projects” above.

Source:  The Authority.

The following table sets forth the program budget, expenditures and project status for the Seismic Retrofit Program projects.

SUMMARY OF SEISMIC RETROFIT PROGRAM CAPITAL PROJECTS
Program Budget, Expenditures and Project Status as of September 2006
($ in millions)

	
	Estimated Completion Cost
	Actual Cost to December 2006
	Project Status/ Expected Completion

	San Francisco-Oakland Bay Bridge–East Span Retrofit and Replacement
	$5,487
	$2,163
	2015

	San Francisco-Oakland Bay Bridge–West Approach Replacement
	429
	312
	2009

	San Francisco-Oakland Bay Bridge–West Span Retrofit
	308
	301
	Completed

	Richmond-San Rafael Bridge Retrofit
	825
	791
	Completed

	Benicia-Martinez Bridge Retrofit
	178
	178
	Completed

	Carquinez Bridge Retrofit
	114
	114
	Completed

	San Mateo-Hayward Bridge Retrofit
	164
	163
	Completed

	Vincent Thomas Bridge Retrofit
	59
	58
	Completed

	San Diego-Coronado Bridge Retrofit
	104
	103
	Completed

	Miscellaneous Program Cost
	30
	25
	

	
Toll Bridge Seismic Retrofit Program Subtotal
	$7,696
	$4,208
	

	Contingency
	989
	
	

	2005 Legislation Budget
	$8,685
	
	


The amount of $989 million is currently expected to be available for contingencies based on the 2005 Legislation budget and the foregoing estimated completion costs.

RM1 and RM2 Projects Funding

The costs of RM1 Projects and RM2 Projects are primarily funded by the Authority from Bridge Toll Revenues and the net proceeds of Bonds issued for such purpose.  See “Summary of RM1, RM2 and Seismic Retrofit Program Capital Projects” above.

Under the Act, the Authority is required to fund the enumerated RM2 Projects by issuance of additional Bonds or transfer of Bridge Toll Revenues in an amount in the aggregate not to exceed $1.515 billion, but is not required to fund RM2 Projects to completion.  

Seismic Retrofit Program Funding Sources

Funding for the Seismic Retrofit Program is provided under the 2005 Legislation, which sets forth funding sources and estimated costs and directs these funds to pay construction and related costs of the Seismic Retrofit Program projects.  The 2005 Legislation designates funding sources for the Seismic Retrofit Program totaling $8.685 billion.  See “Summary of RM1, RM2 and Seismic Retrofit Program Capital Projects” above.

Summary of Funding Sources

The funding sources specified in the 2005 Legislation are (i) toll revenues (and interest earnings thereon), (ii) the proceeds of bonds and other obligations secured by a pledge of toll revenues and (iii) certain non-toll sources (“Secondary Sources”) described below.  The amount of funding received to date and anticipated for completion of the Seismic Retrofit Program from toll revenues, obligations secured by toll revenues and interest earnings collectively is approximately $5.260 billion and from Secondary Sources described below is approximately $3.425 billion.  Approximately $5.07 billion of Seismic Retrofit Program costs (including contingency funding) remain to be funded as of January 31, 2007.

Secondary Sources

Pursuant to the 2005 Legislation, on September 29, 2005, the CTC adopted a schedule for the transfer of state funds to the Authority to reimburse the Authority for expenditures for the Seismic Retrofit Program.  The CTC adopted a revised schedule on December 2, 2005, which amended the relative contributions of the Public Transportation Account and the State Highway Account, while keeping the total transfer amounts in any one year the same as the original schedule adopted September 29, 2005, and making a minor accounting adjustment which decreased the amounts still to be transferred by approximately $10 million.  The schedule contains the timing and sources of the state contributions, which begin in fiscal year 2005-06 and conclude in fiscal year 2013-14, to provide a timely balance between state sources and the contributions from toll funds.  See “SUMMARY OF FINANCING PLAN.”  The Secondary Sources are not pledged to the payment of Bonds or Parity Obligations.

Of the remaining $1.283 billion of Secondary Sources to be received after June 30, 2006, further appropriation is required only with respect to approximately $990 million of such funds.  Within the period from fiscal year 2005-06 through fiscal year 2013-14, the Authority cannot predict with certainty the timing of when the Secondary Sources will actually be made available for expenditure on the Seismic Retrofit Program.  

The Authority has assigned its rights to payment of the Secondary Sources to Bay Area Infrastructure Financing Authority (“BAIFA”) which issued $972,320,000 of its State Payment Acceleration Notes (the “BAIFA SPANs”) in December 2006.  The proceeds of the BAIFA SPANs, net of costs of issuance and deposits to certain reserve and pledged revenue funds, are to be applied to the Seismic Retrofit projects, consisting primarily of the San Francisco Oakland Bay Bridge.  The BAIFA SPANs are secured by and payable from the Secondary Sources to be paid by the State of California.    The State of California has agreed with the Authority on the timing and amount of the Secondary Source payments, and the Authority has assigned its rights to such payments to the trustee for the BAIFA SPANs.  The BAIFA SPANs have no claim on any of the Authority’s toll revenues or any other revenues of the Authority other than the Secondary Source Payments. 

SUMMARY OF FINANCING PLAN

The Authority has previously issued Bonds outstanding in the aggregate principal amount of $3,143,420, 000 as of January 1, 2007 and certain Parity Obligations secured on a parity with the Series 2007 Bonds.  See APPENDIX H – “PARITY BONDS AND PARITY OBLIGATIONS.”  In addition to the Authority’s Bonds and Parity Obligations, BAIFA issued $972,320,000 of its BAIFA SPANs in December 2006, the net proceeds of which are being applied to the Seismic Retrofit projects, consisting primarily of the San Francisco Oakland Bay Bridge.  The BAIFA SPANs have no claim on any of the Authority’s toll revenues or any other revenues of the Authority other than the Secondary Source Payments.

Additional Bonds and Parity Obligations, as described herein, may be issued under the Indenture and will be secured on a parity with the Series 2007 Bonds on the terms set forth in the Indenture.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS - Additional Bonds and Parity Obligations” and APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Additional Bonds; Subordinate Obligations.”  

Estimated Sources and Uses of Funds

The following are the estimated sources and uses of funds with respect to the Series 2007 Bonds and the defeasance of the Infrastructure Bank Obligations:

	SOURCES:
	

	Principal amount
	$

	TOTAL SOURCES
	$

	USES:
	

	Project Fund
	$

	Refunding Escrow
	

	Costs of issuance(1)
	  

	TOTAL USES
	$




(1) Costs of issuance include rating agency, legal, financial advisory and printing costs and expenses; underwriters’ discount; fees of the trustee; premium for the Bond Insurance; fees to the Liquidity Providers; and other miscellaneous expenses.

Plan of Refunding

$__________ of the proceeds of the Series 2007 Bonds will be deposited in an escrow fund held by the Trustee, as escrow agent, for application to the refunding of $__________ outstanding principal amount of the Authority’s San Francisco Bay Area Toll Bridge Revenue Bonds, 2001 Series D (the “Refunded Bonds”).  Pending application to the refunding, amounts on deposit in the escrow fund will be invested in direct obligations of the United States.  ___________, certified public accountants, will verify that the amount on deposit in the escrow fund, including investment earnings thereon, will be sufficient to pay the redemption price of the Refunded Bonds.

Anticipated Issuances of Additional Bonds

The Authority anticipates issuing additional Bonds, in addition to the Series 2007 Bonds offered hereby, to fund capital projects under its current capital project programs at the times and in the approximate principal amounts set forth in the following table.

ANTICIPATED ISSUANCES OF ADDITIONAL BONDS 
($ in millions)

	Fiscal Year ending June 30, 
	Approximate Principal Amount(1)

	2008
	$  500(2)

	2010
	1,000(3)

	2011
	700

	Thereafter
	425




(1)
The net proceeds of the Bond issuances indicated in the table are expected to be used for capital projects. 

(2)
The Authority executed forward-starting interest rate swaps with an aggregate notional amount of $1.0 billion on November 30, 2005.  Cash flows under these swaps will commence on November 1, 2007, and will be swapped with the cash flows of the Series 2007 Variable Rate Bonds and an additional $500 million of variable rate Bonds to be issued by November 1, 2007.  The average interest rate on the swaps is 3.73% per annum.  See APPENDIX H – “PARITY BONDS AND PARITY OBLIGATIONS.”

(3)
The Authority has authorized forward-starting interest rate swaps with an aggregate notional amount not to exceed $1.0 billion and an interest rate not to exceed 4.00% per annum.  The Authority expects to enter these swaps in the next twelve months with cash flows expected to commence during fiscal year 2009-10, expected to coincide with the issuance of $1.0 billion of additional variable rate Bonds.  

Source: The Authority.

The principal amount of additional Bonds or other financing instruments to be subsequently issued by the Authority and the timing of any such issuance or issuances will be determined by the Authority based on the actual costs of RM1, RM2 and Seismic Retrofit Program and the resources then available.  The issuance of additional Bonds is subject to the requirements of the Indenture, but the Act does not limit the principal amount of Bonds that may be issued.

Projected Revenue, Operations & Maintenance Expenses and Debt Service Coverage

The following table sets forth certain projected revenues and expenditures of the Authority and projected debt service coverage for Fiscal Years ending June 30, 2006 through 2010.

PROJECTED REVENUE, OPERATIONS & MAINTENANCE EXPENSES
AND DEBT SERVICE COVERAGE(1)
($ in thousands)

	
	2006-07
	2007-08
	2008-09
	2009-10

	Bridge Toll Revenues(2)
	$452,043
	$514,543
	$515,410
	$516,289

	Interest Earnings(3)
	142,070
	148,325
	115,778
	113,072

	Less: Operations & Maintenance Expenses(4)
	52,727
	54,983
	57,117
	59,336

	NET REVENUE
	$541,386
	$607,885
	$574,071
	$570,025

	Debt Service on Bonds and Parity Obligations(5)
	$167,518
	$222,653
	$234,251
	$260,252

	Debt Service Coverage(6)
	3.23x
	2.73x
	2.45x
	2.19x




(1)
Assumes the current schedule for construction of capital projects, issuance of anticipated additional bonds, and makes certain assumptions regarding BATA-to-MTC transfers.

(2)
Bridge Toll Revenues include the Authority’s authorized $1.00 increase of the Seismic Surcharge which took effect on January 1, 2007.  No additional toll increases are assumed.  The projected Bridge Toll Revenues assume that toll paying traffic using the System Bridges will increase by 0.5% each fiscal year for all bridges except the San Francisco-Oakland Bay Bridge.  Projections for the San Francisco-Oakland bay bridge include traffic reductions during construction of the West Approach and replacement of the East Span.  

(3)
Assumes average interest earnings of 5.26% in fiscal year 2006-07, 5.16% in fiscal year 2007-08, 4.96% in fiscal year 2008-09, and 4.77% in fiscal year 2009-10.

(4)
Assumes increases of 4.1% in fiscal year 2006-07, 4.3% in fiscal year 2007-08, 3.9% in fiscal year 2008-09, and 3.9% in fiscal year 2009-10.  Category A Maintenance Expenditures payable from tolls for such period are projected to be $3.640 million, $3.786 million, $3.397 million, and $4.095 million for fiscal years ending June 30, 2007, 2008, 2009, and 2010, respectively.

(5)
Reflects the actual interest rates for fixed rate Bonds issued prior to the Series 2007 Bonds, assumes an interest rate per annum equal to the fixed rate payable under related interest rate swap arrangements for variable rate Bonds issued prior to the Series 2007 Bonds.  For other variable rate Bonds issued prior to the Series 2007 Bonds that are not subject to an interest rate swap arrangement, assumes an average interest rate of 3.30% in fiscal year 2006-07, 3.23% in fiscal year 2007-08, 3.09% in fiscal year 2008-09, and 2.94% in fiscal year 2009-10.  Assumes an average interest rate of 4.33% per annum for the Series 2007 Bonds.  Assumes the issuance of additional Bonds as described under the caption “-Anticipated Issuances of Additional Bonds” above, with an assumed interest rate of 3.73% per annum for additional Bonds expected to be issued in 2008 and 4.00% per annum for additional Bonds expected to be issued in 2010.  Floating rate received by the Authority under Qualified Swap Agreements is assumed to be equivalent to the interest cost on the related variable rate Bonds.  See APPENDIX H - “PARITY BONDS AND PARITY OBLIGATIONS.”  Includes ongoing support costs for the underlying variable rate Bonds such as remarketing agent fees, broker-dealer fees and liquidity provider fees, as applicable.  The Authority expects debt service to increase after fiscal year 2009-10.

(6)
Equals Net Revenue divided by Debt Service on Bonds and Parity Obligations. 

Source: The Authority.

The levels of traffic assumed and toll revenue projected in the foregoing are based solely upon estimates and assumptions made by the Authority.  Actual levels of traffic and toll revenue will differ, and may differ materially, from the levels projected.  

The debt service coverage ratios set forth in the forgoing table exceed the ratios required under the Indenture.  The Authority is only required to satisfy the toll rate covenants set forth in the Indenture.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS – Toll Rate Covenants” and “– Additional Bonds and Parity Obligations.”  

AUTHORITY INVESTMENT PORTFOLIO

Funds of the Authority are invested in securities authorized by California Government Code Section 53600 et seq.  State law authorizes the Authority to invest in certain obligations of the United States Treasury, Agencies of the United States Government, local and State bond issues, bankers acceptances, commercial paper of prime quality, certificates of deposit (both collateralized and negotiable), repurchase and reverse repurchase agreements, medium term corporate notes, shares of beneficial interest in diversified management companies (mutual funds), and asset backed (including mortgage related) and pass-through securities.  Generally, investments in repurchase agreements cannot exceed a term of one year and the security underlying the agreement shall be valued at 102% or greater of the funds borrowed against the security and the value of the repurchase agreement shall be adjusted no less than quarterly.  In addition, reverse repurchase agreements generally may not exceed 20% of the base value of the portfolio and the term of such an agreement may not exceed 92 days.  Securities lending transactions are considered reverse repurchase agreements for purposes of this limitation.  Base Value is defined as the total cash balance excluding any amounts borrowed (i.e., amounts obtained through selling securities by way of reverse repurchase agreements or other similar borrowing methods).  The Authority’s current investment policy does not allow investment in reverse repurchase agreements or securities lending.  However, the Authority may change such policy at any time in the future.

The Authority’s primary investment strategy is to purchase investments with the intent to hold them to maturity.  However, the Authority may sell an investment prior to maturity to avoid losses to the Authority resulting from further erosion of the market value of such investment or to meet operation or project liquidity needs.

  The value of the various investments in the portfolio will fluctuate on a daily basis as a result of a multitude of factors, including generally prevailing interest rates and other economic conditions.  Further, such values may vary based on credit quality, ratings, or other factors.  Therefore, there can be no assurance that the values of the various investments in the portfolio will not vary significantly from the values described below.  Further, the values specified in the following tables were based upon estimates of market values provided to the Authority by a third party.  Accordingly, there can be no assurance that if these securities had been sold on January 31, 2007, the portfolio would have received the values specified.  In addition, under certain provisions of the Indenture, funds and accounts held under the Indenture must be invested in certain specified permitted investments that include investment agreements and other investments not described above.  See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE  Definitions - Permitted Investments.”

As of January 31, 2007, the average maturity of the Authority’s portfolio was [4.4] years, with an average yield of approximately [4.4]%.

AUTHORITY INVESTMENT PORTFOLIO INFORMATION
as of January 31, 2007

[Update]

	Investments
	Percent of
Portfolio
	Par Value
	Market Value

	U.S. Government Securities
	78%
	$341,400,000
	$338,952,553

	Mutual Funds
	2
	9,348,647
	9,348,647

	Commercial Paper
	6
	25,000,000
	24,912,792

	State LAIF Pool
	less than 1
	199
	197

	Mutual Fund (checking account)
	14
	63,657,848
	63,657,848

	TOTAL SECURITIES
	100%
	$439,406,694
	$436,872,036




Source: The Authority.

ADDITIONAL TERMS OF SERIES 2007 VARIABLE RATE BONDS

Interest Rate Determination Methods

General.  The 2007 Series A Bonds, the 2007 Series B Bonds, the 2007 Series C Bonds and the 2007 Series G Bonds initially will bear interest at a Weekly Rate.  The 2007 Series D Bonds, the 2007 Series E-1 Bonds and the 2007 Series E-2 Bonds initially will bear interest at an Auction Period Rate.  The 2007 Series F Bonds will bear interest to their maturity or earlier redemption at a Fixed Rate. The Authority has the right to change the Interest Rate Determination Method for any Series 2007 Bonds to a different Interest Rate Determination Method (which may be the Daily Rate, the Weekly Rate, the Commercial Paper Rate, the Auction Period Rate, the Index Rate, the Term Rate or the Fixed Rate); except for the 2007 Series F Bonds and any Series 2007 Bonds that have been converted to the Fixed Rate.  See “Conversion of Interest Rate Determination Method for Certain Series 2007 Bonds” below.  The remaining information in this “Interest Rate Determination Methods” section and the information in the following section entitled “Conversion of Interest Rate Determination Method for Certain Series 2007 Bonds” does not pertain to the 2007 Series F Bonds, the interest rates on which have been set through their maturity or earlier redemption at the Fixed Rate.  

Each Series of 2007 Variable Rate Demand Bonds will initially have a Remarketing Agent, each of which is referred to herein as “Remarketing Agent.”  See “REMARKETING AGENTS.”  See also “PRACTICES AND PROCEDURES RELATED TO THE 2007 VARIABLE RATE DEMAND BONDS.”  The interest rate for each Series of the Series 2007 Bonds in the Auction Rate Mode will be determined in accordance with the Auction Procedures (described in APPENDIX N) by the Auction Agent to be appointed pursuant to the Indenture.  See “BROKER-DEALERS AND AUCTION AGENT.”  The Authority will appoint one or more broker-dealers for each Series of Series 2007 Bonds in the Auction Rate Mode.  Initially, a different broker-dealer will be appointed for each Series of Series 2007 Auction Rate Bonds, each of which is referred to herein as a “Broker-Dealer.”  See “BROKER-DEALERS AND AUCTION AGENT.”  

No Daily Rate, Weekly Rate or Auction Period Rate on the Series 2007 Bonds will exceed 12% per annum.

Daily Rate.  So long as the Series 2007 Bonds of a Series are in the Daily Rate Period, the Series 2007 Bonds of such Series will bear interest at a Daily Rate.  During each Daily Rate Period, the Remarketing Agent for such Series is to set a Daily Rate for the Series by 9:30 a.m., New York City time, on each Business Day, which Daily Rate is to be the rate of interest that, if borne by the Series 2007 Bonds in the Daily Rate Period, would, in the judgment of the Remarketing Agent, having due regard for the prevailing financial market conditions for Tax-Exempt Securities that are of the same general nature as the Series 2007 Bonds or Tax-Exempt Securities that are competitive as to credit and maturity (or period for tender) with the credit and maturity (or period for tender) of the Series 2007 Bonds for which the Daily Rate is to be determined, be the lowest interest rate that would enable the Remarketing Agent to place the Series 2007 Bonds at a price of par (plus accrued interest, if any) on such Business Day.  The Daily Rate for any non-Business Day will be the rate for the last Business Day on which a Daily Rate was set.

Weekly Rate.  So long as the Series 2007 Bonds of a Series are in the Weekly Rate Period, the Series 2007 Bonds of such Series will bear interest at a Weekly Rate.  During each Weekly Rate Period, the Remarketing Agent for such Series is to set a Weekly Rate for the Series, by 5:00 P.M., New York City time, on each Wednesday (or the immediately succeeding Business Day, if such Wednesday is not a Business Day) for the next period of seven (7) days from and including Thursday of any week to and including Wednesday of the next following week (a “Calendar Week”); provided, that, the Weekly Rate for the first Calendar Week (or portion thereof) following the Issue Date for the 2007 Variable Rate Demand Bonds is to be set by the Remarketing Agent no later than the Business Day immediately preceding such Issue Date; and, provided further, that, the Weekly Rate for the first Calendar Week (or portion thereof) following a Conversion Date resulting in a change in the Interest Rate Determination Method to a Weekly Rate is to be set by the Remarketing Agent on the Business Day immediately preceding such Conversion Date.  Each Weekly Rate is to be the rate of interest that, if borne by the Series 2007 Bonds in the Weekly Rate Period, would, in the judgment of the Remarketing Agent, having due regard for the prevailing financial market conditions for Tax-Exempt Securities that are of the same general nature as the Series 2007 Bonds for which the Weekly Rate is to be determined, or Tax-Exempt Securities that are competitive as to credit and maturity (or period for tender) with the credit and maturity (or period for tender) of the Series 2007 Bonds for which the Weekly Rate is to be determined, be the lowest interest rate that would enable the Remarketing Agent to place the Series 2007 Bonds of each Series at a price of par (plus accrued interest, if any) on the first day of such Weekly Rate Period.

Auction Period Rate.  So long as the Series 2007 Bonds of a Series are in the Auction Rate Mode or Auction Period, the Series 2007 Bonds of such Series will bear interest at the Auction Period Rate applicable to such Series of Series 2007 Bonds.  The Auction Period Rate for each Series of the 2007 Auction Rate Bonds for the first Auction Period will be determined by the Broker-Dealer for such Series on or prior to the day preceding the date of original delivery of such Series or the conversion of such Series, as the case may be.  The Auction Agent, serving solely as agent of the Trustee, is to determine the Auction Period Rate for each Series of 2007 Auction Rate Bonds after the first Auction Period.  The Auction Period Rate is to be a rate of interest determined by the Auction Agent pursuant to the Authority’s Auction Procedures described in Appendix N – “SUMMARY OF AUCTION PROCEDURES” after receiving orders from the Broker-Dealer for that Series that are to be submitted pursuant to the Authority’s Auction Procedures.  The Auction Agent and each of the Broker-Dealers for the 2007 Auction Rate Bonds have agreed to comply with the Authority’s Auction Procedures.  The Auction Period Rate is not permitted to exceed the Maximum Auction Rate.  See “PRACTICES AND PROCEDURES RELATED TO THE 2007 AUCTION RATE BONDS.”
Failure to Determine Rate for Certain Rate Periods.  If, for any reason, the Daily Rate or the Weekly Rate on any Series 2007 Bonds is not established as described above, or there is no Remarketing Agent for those Series 2007 Bonds, or any Daily Rate or Weekly Rate so established is held to be invalid or unenforceable, then an interest rate for such Rate Period equal to 100% of the SIFMA Swap Index on the date such Daily Rate or Weekly Rate was (or would have been) determined, as provided pursuant to the provisions of the Indenture described above, shall be established automatically.  “SIFMA Swap Index” is defined in APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE”. 

In the event the Auction Agent fails to calculate or, for any reason, fails to provide the Auction Period Rate for any Auction Period in a timely fashion, (i) if the preceding Auction Period was a period of 35 days or less, the new Auction Period will be the same as the preceding Auction Period and the Auction Period Rate for the new Auction Period will be the same as the Auction Period Rate for the preceding Auction Period, and (ii) if the preceding Auction Period was a period of greater than 35 days, the preceding Auction Period will be extended to the seventh day following the day that would have been the last day of such Auction Period had it not been extended (or if such seventh day is not followed by a Business Day then to the next succeeding day that is followed by a Business Day) and the Auction Period Rate in effect for the preceding Auction Period will continue in effect for the Auction Period as so extended.  In the event an Auction Period is extended as set forth in clause (ii) of the preceding sentence, an Auction will be held on the last Business Day of the Auction Period as so extended to take effect for an Auction Period beginning on the Business Day immediately following the last day of the Auction Period as extended which Auction Period will end on the date it would otherwise have ended on had the prior Auction Period not been extended.

The Index, as that term is defined in the Indenture, with respect to a Series of Series 2007 Bonds in an Auction Rate Mode is to be determined as described in APPENDIX N - “SUMMARY OF AUCTION PROCEDURES - Index.”  If for any reason on any Auction Date the Index, as that term is defined in the Indenture with respect to a Series of Series 2007 Bonds in an Auction Rate Mode will not be determined as provided in the Indenture, the Index will be the Index for the Auction Period ending on such Auction Date.

Conversion of Interest Rate Determination Method for Certain Series 2007 Bonds

Right of Conversion.  The Interest Rate Determination Method for any Series of Series 2007 Bonds, other than the 2007 Series F Bonds, is subject to conversion from one Interest Rate Determination Method to another from time to time by the Authority, with such right to be exercised by delivery of a Conversion Notice to the Trustee, the Remarketing Agent or Broker-Dealers, as applicable, and the 2007 Credit Provider or Auction Agent, as applicable, for the Series 2007 Bonds of such Series to be converted as follows:  (1) at least four Business Days prior to the thirtieth day preceding the effective date of such proposed Conversion, in the event of a Conversion to a Daily Rate, Weekly Rate, Commercial Paper Rate, Index Rate or Auction Period Rate; and (2) no less than five Business Days prior to the thirtieth day preceding the effective date of such proposed Conversion, in the event of a Conversion to a Term Rate or a Fixed Rate.

See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE”.

Conversion of a Series of Series 2007 Bonds means that all Bonds of that Series must be tendered for purchase and purchased on the Conversion Date.  See “Mandatory Tender Provisions” below.

Notice of Conversion.  Upon receipt of a Conversion Notice, as soon as possible, but in any event not less than 30 days prior to the proposed Conversion Date, the Trustee is to give DTC notice by first-class mail.  Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners of Series 2007 Bonds will be governed by arrangements among them, and the Authority and the Trustee will not have any responsibility or obligation to send a Conversion Notice to Beneficial Owners of Series 2007 Bonds. 

Failure to Convert.  The Indenture includes provisions setting forth the procedures and conditions for the exercise by the Authority of its right of conversion from one Interest Rate Determination Method to another. Under certain circumstances, a planned conversion may not be completed. However, once a notice of conversion is provided to DTC as described in the preceding paragraph, all Series 2007 Bonds covered by that notice must be tendered for purchase and purchased on the stated Conversion Date (whether or not the planned conversion is completed) with two exceptions.  Series 2007 Bonds covered by that notice that are in the Auction Rate Mode will continue in the Auction Rate Mode in the Auction Period effective prior to the proposed Conversion Date (but at an Auction Period Rate of the Maximum Auction Rate) and will not be subject to mandatory tender for purchase on the stated Conversion Date.  Series 2007 Bonds covered by that notice that are in the Index Rate Period will continue in the Index Rate Period effective prior to the proposed Conversion Date and will not be subject to mandatory tender for purchase on the stated Conversion Date.

Optional Tender Provisions

Fixed Rate Bonds

The Series 2007 Bonds bearing interest at a Fixed Rate are not subject to optional tender for purchase.

Auction Rate Bonds

The Series 2007 Bonds bearing interest at an Auction Period Rate are not subject to optional tender for purchase.

Variable Rate Demand Bonds

The 2007 Variable Rate Demand Bonds (other than 2007 Credit Provider Bonds) bearing interest at a Daily Rate or a Weekly Rate are subject to tender for purchase at the option of DTC or the Beneficial Owners of those Bonds, who may elect to have Series 2007 Bonds (or portions thereof in Authorized Denominations) purchased at a purchase price (the “Purchase Price”) equal to the principal amount thereof, without premium, plus any accrued interest to the Purchase Date.  If the Purchase Date occurs before an Interest Payment Date, but after the Record Date applicable to such Interest Payment Date, then accrued interest will be paid to DTC for payment to the Beneficial Owners entitled thereto.

Any Series 2007 Bond of such Series, or any portion thereof as described above, bearing interest at a Daily Rate will be purchased on any Business Day at the applicable Purchase Price, payable in immediately available funds, upon (A) delivery by the Owner of such Series 2007 Bond to the Remarketing Agent and to the Trustee at its Principal Office of an irrevocable notice by telephone (promptly confirmed in writing) or written or electronic notice by 11:00 A.M. (New York City time) on any Business Day, that states the principal amount of such Series 2007 Bond to be tendered for purchase and the Purchase Date, and (B) delivery of such Series 2007 Bond to the Trustee on the Purchase Date in accordance with the Indenture.

Any Series 2007 Bond of such Series, or any portion thereof as described above, bearing interest at a Weekly Rate will be purchased on any Business Day at the applicable Purchase Price, payable in immediately available funds, upon (A) delivery by the Owner of such Series 2007 Bond to the Remarketing Agent and to the Trustee at its Principal Office of an irrevocable notice by telephone (promptly confirmed in writing) or written or electronic notice by 5:00 P.M. (New York City time) on any Business Day at least seven days prior to the Purchase Date, which states the principal amount of such Series 2007 Bond to be tendered for purchase and the Purchase Date, and (B) delivery of such Series 2007 Bond to the Trustee on the Purchase Date in accordance with the Indenture.

Any instrument delivered to the Trustee in accordance with the provisions of the Indenture described above shall be irrevocable with respect to the purchase for which such instrument was delivered and shall be binding upon DTC or any subsequent Beneficial Owner of the Series 2007 Bond to which it relates, and as of the date of such instrument, DTC or the Beneficial Owner of the Series 2007 Bonds specified therein shall not have any right to optionally tender for purchase such Series 2007 Bonds prior to the date of purchase specified in such notice.  The Authority, the Remarketing Agent and the Trustee may conclusively assume that any person (other than DTC) providing notice of optional tender pursuant to the Indenture is the Beneficial Owner of the Series 2007 Bond to which such notice relates, and none of the Authority, the Remarketing Agent or the Trustee shall assume any liability in accepting such notice from any person whom it reasonably believes to be a Beneficial Owner of Series 2007 Bonds.

Mandatory Tender Provisions

Fixed Rate Bonds

The Series 2007 Bonds bearing interest at a Fixed Rate are not subject to mandatory tender for purchase.

Auction Rate Bonds

The Series 2007 Bonds of each Series bearing interest at an Auction Period Rate will be subject to mandatory tender for purchase at the applicable Purchase Price on the Conversion Date to a new Interest Rate Determination Method specified in a Conversion Notice.  See APPENDIX N – “SUMMARY OF AUCTION PROCEDURES.”

Variable Rate Demand Bonds

The Series 2007 Bonds of each Series bearing interest at a Daily Rate or a Weekly Rate will be subject to mandatory tender for purchase at the applicable Purchase Price at the following times and upon the occurrence of any of the following events:  (i) on the Conversion Date to a new Interest Rate Determination Method specified in a Conversion Notice; (ii) on the fifth Business Day preceding (A) the scheduled expiration of the applicable Standby Bond Purchase Agreement or (B) the termination of the applicable Standby Bond Purchase Agreement at the election of the Authority as permitted by the Standby Bond Purchase Agreement; or on the date of substitution of a Standby Bond Purchase Agreement and the Termination (as defined in the Indenture) of such Standby Bond Purchase Agreement upon the delivery of a substitute liquidity facility provided pursuant to the Indenture (mandatory tender to occur on the substitution date in this case); provided, however, that, notwithstanding any other provision of the Indenture to the contrary, no mandatory tender for purchase shall be required if a Rating Confirmation shall be delivered by each Rating Agency then rating the Series of Series 2007 Bonds with respect to which the substitute liquidity facility is being provided pursuant to the Indenture; and (iii) upon receipt by the Trustee of written notice from the Liquidity Provider for any Series of Series 2007 Bonds that an event of default or an event of Termination (other than an immediate termination or suspension) has occurred under the Standby Bond Purchase Agreement with the effect that the obligations of such Liquidity Provider to purchase such Series of Series 2007 Bonds or otherwise provide for the Purchase Price of such Series of Series 2007 Bonds under such Standby Bond Purchase Agreement shall terminate on the date specified in such notice, in which event such Series of Series 2007 Bonds shall be subject to purchase on a Business Day selected by the Trustee which date shall be not more than five days after receipt of such notice, but in no event later than the Business Day preceding the termination date specified in the notice received from such Credit Provider.

The Trustee is to give notice to DTC of each Termination of a Standby Bond Purchase Agreement pursuant to the provisions of the Indenture described in clause (ii)(B) of the immediately preceding paragraph and each scheduled expiration of any Standby Bond Purchase Agreement on account of which such Series of Series 2007 Bonds are subject to mandatory tender pursuant to the Indenture, which notice is to (i) state the date of such Termination, substitution or expiration; (ii) state that, unless a Rating Confirmation is received with respect to the substitution in which event no mandatory purchase shall occur, such Series of Series 2007 Bonds shall be subject to mandatory tender for purchase on the specified Purchase Date at the applicable Purchase Price (which shall be specified in such notice); and (iii) be mailed by the Trustee not later than the fifteenth day prior to such Termination, substitution or expiration.  The Trustee is to give notice to DTC by first class mail within two Business Days of receipt of a notice from a Credit Provider pursuant to the provisions of the Indenture described in subsection (iii) of the preceding paragraph, which notice is to state that such Series of Series 2007 Bonds are subject to mandatory tender for purchase pursuant to the Indenture at the applicable Purchase Price (which shall be specified in such notice) and is to state the Purchase Date. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners of Series 2007 Bonds will be governed by arrangements among them, and the Authority and the Trustee will not have any responsibility or obligation to send any notice to Beneficial Owners of Series 2007 Bonds.

The Authority will designate which Series and which maturities of such Series of Series 2007 Bonds bearing interest at a Daily Rate or a Weekly Rate are to be tendered.  If less than all of the Series 2007 Bonds of a Series maturing by their terms on any one date are to be tendered at any one time, DTC’s practice is to determine by lot the amount of the interest of each DTC Direct Participant in the Series to be tendered. For purposes of such selection, the Series 2007 Bonds of such Series shall be deemed to be composed of multiples of minimum Authorized Denominations and any such multiple may be separately tendered.

Funding Optional and Mandatory Tenders of 2007 Variable Rate Demand Bonds

The Authority expects funds to be made available to purchase 2007 Variable Rate Demand Bonds tendered for purchase pursuant to the optional and mandatory tender provisions described above by having Remarketing Agents remarket the 2007 Variable Rate Demand Bonds and having the proceeds applied to purchase tendered 2007 Variable Rate Demand Bonds.  See “REMARKETING AGENTS.” Payment of the purchase price for any 2007 Variable Rate Demand Bonds tendered for purchase and not remarketed will be paid from amounts advanced under Standby Bond Purchase Agreements as described under “STANDBY BOND PURCHASE AGREEMENTS.”  If funding is not available under the Standby Bond Purchase Agreements, the Authority has the option, but no obligation under the Indenture, to pay the deficiency to the Trustee.  

The Indenture provides that if sufficient funds are not available for the purchase of all 2007 Variable Rate Demand Bonds tendered and required to be purchased on any Purchase Date, all Series 2007 Bonds of such Series shall bear interest at the lesser of the SIFMA Swap Index plus 3% and the Maximum Interest Rate from the date of such failed purchase until all such Series 2007 Bonds are purchased as required in accordance with the Indenture, and that all tendered Series 2007 Bonds of such Series shall be returned. The Indenture provides that such failed purchase and return shall not constitute an Event of Default. Thereafter, the Trustee shall continue to take all such action available to it to obtain remarketing proceeds from the Remarketing Agent and sufficient other funds from the Liquidity Provider for such Series of Series 2007 Bonds.

Mechanics and Timing of Optional and Mandatory Tenders

The mechanics and timing of delivery and payment for 2007 Variable Rate Demand Bonds tendered for purchase are addressed in the Indenture. See APPENDIX C – “DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.”

Mandatory Tender for Authority Purchase of Series 2007 Bonds at Election of Authority

The Series 2007 Bonds of each Series bearing interest at a Daily Rate, a Weekly Rate or an Auction Period Rate also will be subject to mandatory tender for purchase by the Authority, in whole or in part (in Authorized Denominations), on any date such Series of Series 2007 Bonds would be subject to optional redemption (each, an “Optional Purchase Date”) at a purchase price equal to the principal amount of such Series of Series 2007 Bonds to be purchased on the Optional Purchase Date, plus accrued interest to the Optional Purchase Date (the “Optional Purchase Price”).  In the event that the Authority determines to purchase any Series 2007 Bonds of a Series on any Optional Purchase Date, the Authority will provide the Trustee with written notice of such determination at least 45 days prior to the Optional Purchase Date, which notice will specify the principal amount of the Series 2007 Bonds of such Series of each maturity which are to be purchased and the Optional Purchase Date on which such purchase is to occur.

When the Trustee receives notice from the Authority of its determination to purchase Series 2007 Bonds of a Series pursuant the provisions described above, the Trustee shall give notice to DTC, the Remarketing Agent and the Broker-Dealer, in the name of the Authority, of the mandatory tender for purchase of such Series 2007 Bonds, which notice shall be mailed, by first class mail, postage prepaid, not more than 60 nor less than 30 days before the Optional Purchase Date, with a copy to the Auction Agent. Receipt of such notice of mandatory tender for purchase shall not be a condition precedent to the mandatory tender for purchase of the Series 2007 Bonds and failure of DTC to receive any such notice or any defect in such notice shall not affect the validity of the proceedings for the mandatory tender for purchase of such Series 2007 Bonds pursuant to the provisions of the Indenture described herein.  Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners of Series 2007 Bonds will be governed by arrangements among them, and the Authority and the Trustee will not have any responsibility or obligation to send any notice to Beneficial Owners of Series 2007 Bonds.

If less than all of the Series 2007 Bonds of a Series maturing by their terms on any one date are to be tendered at any one time, DTC’s practice is to determine by lot the amount of the interest of each DTC Direct Participant in the Series to be tendered. For purposes of such selection, the Series 2007 Bonds of such Series shall be deemed to be composed of multiples of minimum Authorized Denominations and any such multiple may be separately tendered.  If at the time the Trustee sends any notice of mandatory tender for purchase of any Series 2007 Bonds as described in the preceding paragraph, the Authority has not deposited with the Trustee an amount sufficient to pay the full Optional Purchase Price of such Series 2007 Bonds, or the portions thereof, to be purchased, such notice shall state that such mandatory tender for purchase is conditional upon the receipt by the Trustee on or prior to the Optional Purchase Date fixed for such purchase of moneys sufficient to pay the Optional Purchase Price of such Series 2007 Bonds, or the portions thereof to be purchased, and that if such moneys shall not have been so received said notice shall be of no force and effect and the Authority shall not be required to purchase such Series 2007 Bonds.

Funding for purchases of Series 2007 Bonds pursuant to the mandatory tender at the election of the Authority as described under this heading is not addressed in the Standby Bond Purchase Agreements described under “STANDBY BOND PURCHASE AGREEMENTS” or in the Authority’s agreements with Remarketing Agents for Variable Rate Demand Bonds or with Broker-Dealers for Auction Rate Bonds.

PRACTICES AND PROCEDURES RELATED TO THE 2007 AUCTION RATE BONDS 
The initial Broker-Dealer for the 2007 Series D Bonds is Merrill Lynch, Pierce, Fenner & Smith Incorporated and the initial Broker-Dealer for the 2007 Series E-1 Bonds and 2007 Series E-2 Bonds is Morgan Stanley & Co. Incorporated (each a “Broker-Dealer” and collectively the “Broker-Dealers”).  The Auction Agreement provides that the Auction Agent may resign from its duties as Auction Agent by giving at least 90 days’ notice or 30 days’ notice, if it has not been paid, and each Broker Dealer Agreement provides that the related Broker-Dealer may resign upon 30 business days’ notice.

Resale of Auction Rate Bonds

The 2007 Auction Rate Bonds may be sold (or transferred or otherwise disposed of) only: (1) in an auction, at a price equal to par, pursuant to a Bid or Sell Order in accordance with the Authority’s Auction Procedures described in Appendix N – “SUMMARY OF AUCTION PROCEDURES;” or (2) between auctions, in the secondary market, to or through the Broker-Dealer for that Series of Auction Rate Bonds (at a price greater than, equal to, or less than par).  An Owner may not be able to sell some or all of his or her 2007 Auction Rate Bonds at an Auction if the Auction fails; that is, if there are more 2007 Auction Rate Bonds offered for sale than there are buyers for those 2007 Auction Rate Bonds.  Also, if an Owner places Hold Orders (orders to retain 2007 Auction Rate Bonds) at an Auction only at a specified rate, and that specified rate exceeds that rate set at the Auction, such Owner will not retain his or her 2007 Auction Rate Bonds.  If an Owner of 2007 Auction Rate Bonds submits a Bid or Hold Order for 2007 Auction Rate Bonds without specifying a minimum rate, and the Auction sets a below-market rate, such Owner will receive a below-market rate of return on such 2007 Auction Rate Bonds.  See, “APPENDIX N – SUMMARY OF AUCTION PROCEDURES.”

The Broker-Dealers, in compliance with their settlement with the SEC described below, make available to investors materials describing their respective internal auction practices and procedures.  The resale of Auction Rate Bonds and the rates of interest thereon may be affected by those practices and procedures.  The Authority does not guarantee the accuracy or completeness of the descriptions of auction practices and procedures prepared by the Broker-Dealers.

Resignation of the Auction Agent Under the Auction Agent Agreement or the Broker-Dealer Under the Broker-Dealer Agreement Could Impact the Ability to Hold Auctions

The Auction Agent Agreement provides that the Auction Agent may resign from its duties as Auction Agent by giving at least 45 days notice to [x] and [y] and does not require, as a condition to the effectiveness of such resignation, that a replacement Auction Agent be in place if its fee has not been paid.  The Broker-Dealer Agreements provides that the Broker-Dealers thereunder may resign upon 30 days notice or immediately, in certain circumstances, and does not require, as a condition to the effectiveness of such resignation, that a replacement Broker-Dealer be in place.  For any Auction Period during which there is no duly appointed Auction Agent, or during which there is no duly appointed Broker-Dealer, it will not be possible to hold Auctions, with the result that the interest rate on the 2007 Auction Rate Bonds will be determined as described in APPENDIX N – “SUMMARY OF AUCTION PROCEDURES.”

Securities and Exchange Commission Settlement

On May 31, 2006, the U.S. Securities and Exchange Commission announced that it had settled its investigation of 15 firms, including Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan Stanley & Co. Incorporated, and its affiliated broker-dealer, Morgan Stanley DW Inc., that participate in the auction rate securities market regarding their respective practices and procedures in this market.  

The SEC alleged in the settlement that the firms had managed auctions for auction rate securities in which they participated in ways that were not adequately disclosed or that did not conform to disclosed auction procedures.  As part of the settlement, Merrill Lynch, Pierce, Fenner & Smith Incorporated agreed to pay a civil money penalty of $1,500,000 and Morgan Stanley & Co. Incorporated and Morgan Stanley DW Inc. together agreed to pay a civil money penalty of $1,500,000.  In addition, each Broker-Dealer, without admitting or denying the SEC’s allegations, agreed to be censured, to cease and desist from violating certain provisions of the securities laws, to provide to customers written descriptions of its material auction practices and procedures, and to implement procedures reasonably designed to detect and prevent any failures by that Broker-Dealer to conduct the auction process in accordance with disclosed procedures.  The Broker-Dealers can offer no assurance as to how the settlement may affect the market for auction rate securities or the 2007 Auction Rate Bonds.

In addition on January 9, 2007, the SEC announced that it had settled its investigation of three banks, including The Bank of New York (the “Settling Auction Agents”), that participate as auction agents in the auction rate securities market, regarding their respective practices and procedures in this market.  The SEC alleged in the settlement that the Settling Auction Agents allowed broker-dealers in auctions to submit bids or revise bids after the submission deadlines and allowed broker-dealers to intervene in auctions in ways that affected the rates paid on the auction rate securities.  As part of the settlement, the Settling Auction Agents agreed to pay civil penalties.  In addition, each Settling Auction Agent, without admitting or denying the SEC’s allegations, agreed to provide to broker-dealers and issuers written descriptions of its material auction practices and procedures and to implement procedures reasonably designed to detect and prevent any failures by that Settling Auction Agent to conduct the auction process in accordance with disclosed procedures.

The remaining information under this caption “PRACTICES AND PROCEDURES RELATED TO THE 2007 AUCTION RATE BONDS” has been provided by the Broker-Dealers for inclusion in this Official Statement and the Authority makes no representation regarding its completeness or accuracy.
Bidding by Broker-Dealers

Each Broker-Dealer is permitted, but not obligated, to submit Orders in Auctions for its own account (including for its affiliated broker-dealers) either as a Bidder or a Seller and routinely does so in the auction rate securities market in its sole discretion.  If a Broker-Dealer submits an Order for its own account (including for its affiliated broker-dealers), it would likely have an advantage over other Bidders because the Broker-Dealer would have knowledge of some or all of the other Orders placed through the Broker-Dealer (including through affiliated broker-dealers) in that Auction and, thus, could determine the rate and size of its Order so as to ensure that its Order is likely to be accepted in the Auction and that the Auction is likely to clear at a particular rate.  For this reason, and because each Broker-Dealer is appointed and paid by the Authority to serve as the Broker-Dealer in the Auction, the Broker-Dealer’s interests in conducting an Auction may differ from those of Existing Holders and Potential Holders who participate in Auctions.  See “Auction Dealer Fees.”  The Broker-Dealer (including its affiliated broker-dealers) would not have knowledge of Orders submitted to the Auction Agent by any other firm that is, or may in the future be, appointed to accept Orders pursuant to a Broker-Dealer Agreement. 

Each Broker-Dealer may routinely place one or more Bids in an Auction for its own account, to acquire 2007 Auction Rate Bonds for its inventory (or that of its affiliated broker-dealer), to prevent an Auction Failure Event (which would result in the Auction Rate being set at the Maximum Rate) or an Auction from clearing at a rate that the Broker-Dealer believes does not reflect the market for the 2007 Auction Rate Bonds.  The Broker-Dealer may place such Bids even after obtaining knowledge of some or all of the other Orders submitted through it (including through affiliated broker-dealers).  When bidding for its own account, the Broker-Dealer may also bid outside or inside the range of rates that it posts in its Price Talk.  See “Price Talk.”

Each Broker-Dealer also may routinely encourage bidding by others in Auctions, including to prevent an Auction Failure or an Auction from clearing at a rate that the Broker-Dealer believes does not reflect the market for the 2007 Auction Rate Bonds.  The Broker-Dealer may routinely encourage such Bids even after obtaining knowledge of some or all of the other Orders submitted through it (or through affiliated broker-dealers). 

Bids by a Broker-Dealer or by those it may encourage to place Bids are likely to affect (i) the Auction Rate – including preventing the Auction Rate from being set at the Maximum Rate or otherwise causing Bidders to receive a higher or lower rate than they might have received had the Broker-Dealer not bid or not encouraged others to bid and (ii) the allocation of the 2007 Auction Rate Bonds being auctioned – including displacing some Bidders who may have their Bids rejected or receive fewer 2007 Auction Rate Bonds than they would have received if the Broker-Dealer had not bid or encouraged others to bid.  Because of these practices, the fact that an Auction clears successfully does not mean that an investment in the 2007 Auction Rate Bonds involves no significant liquidity or credit risk.  The Broker-Dealer is not obligated to continue to place such bids or to encourage other Bidders to do so in any particular Auction to prevent an Auction from failing or clearing at a rate the Broker-Dealer believes does not reflect the market for the 2007 Auction Rate Bonds.  Investors should not assume that the Broker-Dealer will do so or assume that Auction Failures will not occur.  Investors should also be aware that Bids by a Broker-Dealer or by those it may encourage to place Bids may cause lower Auction Rates to occur.

In any particular Auction, if all outstanding 2007 Auction Rate Bonds are the subject of Submitted Hold Orders, the Auction Rate for the next succeeding Distribution Period will be the Minimum Rate (such a situation is called an “All Hold Auction”).  When an All Hold Auction is likely, the Broker-Dealer may, but is not obligated to, advise Existing Holders of that fact, which might facilitate the submission of Bids by Existing Holders that would avoid the occurrence of an All Hold Auction.  If the Broker-Dealer decides to inform its customers who are Existing Holders of the likelihood of an All Hold Auction, it will make that information available at the same time to such customers. 

If the Broker-Dealer (or an affiliated broker-dealer) holds any securities for its own account on an Auction Date, the Broker-Dealer (or such affiliated broker-dealer) will generally submit a Sell Order into the Auction with respect to such 2007 Auction Rate Bonds, which would prevent that Auction from being an All Hold Auction.  The Broker-Dealer (or such affiliated broker-dealer) may, but is not obligated to, submit Bids for its own account in that same Auction, as set forth above.

Auction Dealer Fees

For many auction rate securities, the Broker-Dealer has been appointed by the issuers of the securities to serve as a dealer for the related auctions and is paid by those issuers for its services.  With respect to the 2007 Auction Rate Bonds in this offering, the Broker-Dealers have been appointed to serve as dealers in the Auctions pursuant to the Broker-Dealer Agreements between the Authority and each Broker-Dealer.  That Agreement provides that the Broker-Dealer will receive from the Authority auction dealer fees based on the principal amount of the securities placed through the Broker-Dealer.  As a result, the Broker-Dealer’s interests in conducting Auctions may differ from those of investors who participate in Auctions. 

The Broker-Dealer may share a portion of the auction dealer fees it receives from the Authority with other broker-dealers (including affiliated broker-dealers) that submit orders through the Broker-Dealer that the Broker-Dealer successfully places in Auctions.  Similarly, with respect to auctions for other auction rate securities for which the Broker-Dealer does not serve as a dealer, the other broker-dealers who serve as dealers in those auctions may share auction dealer fees with the Broker-Dealer for orders that the Broker-Dealer submits through those broker-dealers that those broker-dealers successfully place in those auctions.

“Price Talk”

Before the start of an Auction, each Broker-Dealer may, in its discretion, make available to Existing Holders and Potential Holders, the Broker-Dealer’s good faith judgment of the range of likely clearing rates for the Auction based on market and other information.  This is known as “Price Talk.”  Price Talk is not a guarantee, and Existing and Potential Holders are free to use it or ignore it.  If the Broker-Dealer (or an affiliated broker-dealer) provides Price Talk, the Broker-Dealer (or such affiliated broker-dealer) will make the Price Talk available to its customers who are Existing Holders and Potential Holders.  The Broker-Dealer may occasionally update and change the Price Talk based on changes in issuer credit quality or macroeconomic factors that are likely to result in a change in interest rate levels, such as an announcement by the Federal Reserve Board of a change in the Federal Funds rate or an announcement by the Bureau of Labor Statistics of unemployment numbers.  The Broker-Dealer (or such affiliated broker-dealer) will make such changes available to its customers who are Existing Holders and Potential Holders that were given the original Price Talk. 

“All-or-Nothing” Bids

The Broker-Dealer (including any affiliated broker-dealer) does not accept “all-or-nothing” bids (i.e., bids whereby the bidder proposes to reject an allocation smaller than the entire quantity bid) or any other type of bid that allows the bidder to avoid auction procedures that require the pro rata allocation of securities where there are not sufficient sell orders to fill all bids at the clearing rate. 

No Assurances Regarding Auction Outcomes

The Broker-Dealers (including any affiliated broker-dealer) provide no assurance as to the outcome of any Auction, nor do the Broker-Dealers provide any assurance that any Bid will be accepted, in whole or in part, or that the Auction will clear at a rate that a Bidder considers acceptable.  Bids may be only partially filled, or not filled at all, and the rate on any securities purchased or retained may be lower than the Bidder expected.

Deadlines/Auction Periods

Each particular Auction has a formal time deadline by which all Bids must be submitted by the Broker-Dealer to the Auction Agent.  This deadline is called the “Submission Deadline.”  To provide sufficient time to process and submit customer Bids to the Auction Agent before the Submission Deadline, each Broker-Dealer (and any affiliated broker-dealer) imposes an earlier deadline – called the “Internal Submission Deadline” – by which Bidders must submit Bids to the Broker-Dealer (or such affiliated broker-dealer).  The Internal Submission Deadline is subject to change by each Broker-Dealer (or such affiliated broker-dealer).  The Broker-Dealer may allow for correction of clerical errors after the Internal Submission Deadline and prior to the Submission Deadline.  The Broker-Dealer (or such affiliated broker-dealer) may submit Bids for its own account at any time until the Auction Submission Deadline.  The Auction Agent allows for the correction of clerical errors after the Auction Submission Deadline and prior to the Error Correction Deadline. 

Existing Holder’s Ability to Resell Auction Rate Securities May Be Limited

Existing Holders will be able to sell all of the 2007 Auction Rate Bonds that are the subject of submitted Sell Orders only if there are Bidders willing to purchase all those 2007 Auction Rate Bonds in the Auction.  If sufficient clearing Bids have not been made, Existing Holders that have submitted Sell Orders will not be able to sell in the Auction all, and may not be able to sell any, of the 2007 Auction Rate Bonds subject to such submitted Sell Orders.  As discussed above (see “Bidding by Broker-Dealer”), the Broker-Dealer may submit a Bid in an Auction to keep it from failing, but it is not obligated to do so.  There may not always be enough bidders to prevent an Auction from failing in the absence of the Broker-Dealer bidding in the Auction for its own account or encouraging others to bid.  Therefore, Auction Failures are possible, especially if the Authority’s or the Bond Insurer’s credit were to deteriorate, if a market disruption were to occur or if, for any reason, the Broker-Dealer (or an affiliated Broker-Dealer) were unable or unwilling to bid.

Between Auctions, there can be no assurance that a secondary market for the 2007 Auction Rate Bonds will develop or, if it does develop, that it will provide Existing Holders the ability to resell the 2007 Auction Rate Bonds on the terms or at the times desired by an Existing Holder.  The Broker-Dealer (or an affiliated broker-dealer) may, in its own discretion, decide to buy or sell the 2007 Auction Rate Bonds in the secondary market for its own account to or from investors at any time and at any price, including at prices equivalent to, below, or above the par value of the 2007 Auction Rate Bonds.  However, neither Broker-Dealer (nor their affiliated broker-dealers) is obligated to make a market in the 2007 Auction Rate Bonds, and may discontinue trading in the securities without notice for any reason at any time.  Existing Holders who resell between Auctions may receive less than par value, depending on market conditions. 

The ability to resell the 2007 Auction Rate Bonds will depend on various factors affecting the market for the 2007 Auction Rate Bonds, including news relating to the Authority, the attractiveness of alternative investments, the perceived risk of owning the 2007 Auction Rate Bonds (whether related to credit, liquidity or any other risk), the tax or accounting treatment accorded the 2007 Auction Rate Bonds (including recent clarification of U.S. generally accepted accounting principles as they apply to the accounting treatment of auction rate securities), reactions of market participants to regulatory actions (such as those described in “Securities and Exchange Commission Settlement,” above) or press reports, financial reporting cycles and market conditions generally.  Demand for the 2007 Auction Rate Bonds may change without warning, and declines in demand may be short-lived or continue for longer periods. 

In addition, during any Auction Period, the Authority may pursuant to the terms of the auction procedures, extend the length of the next Auction Period (a “Changed Auction Period”).  The Authority’s declaration of a Changed Auction Period may reduce the liquidity of Existing Holders’ investments.  A Changed Auction Period would likely be longer than a regular Auction Period, and Existing Holders would be unable to sell the 2007 Auction Rate Bonds in an Auction for a corresponding longer period of time.  If Existing Holders sell their 2007 Auction Rate Bonds between Auctions in a Changed Auction Period, they may receive less than the price they paid for them, especially when market interest rates have risen.  The risks described in this paragraph will become greater as the length of the Changed Auction Period increases.

PRACTICES AND PROCEDURES RELATED TO THE 2007 VARIABLE RATE 
DEMAND BONDS

The Remarketing Agents are Paid by the Issuer.  

The Remarketing Agents’ responsibilities include determining the interest rate from time to time and remarketing Bonds that are optionally or mandatorily tendered by the owners thereof (subject, in each case, to the terms of the Remarketing Agreement), all as further described in this Official Statement.  The Remarketing Agents are appointed by the issuer and are paid by the issuer for their services.  As a result, the interests of the Remarketing Agents may differ from those of existing holders and potential purchasers of Bonds.

Under Certain Circumstances, the Remarketing Agents May Be Removed, Resign or Cease Remarketing the Bonds, Without a Successor Being Named.  

Under certain circumstances each Remarketing Agent may be removed or have the ability to resign or cease its remarketing efforts, without a successor having been named, subject to the terms of the Remarketing Agreement.  In the event there is no Remarketing Agent, the Trustee may assume such duties as described in the Indenture.

The remaining information under this caption “PRACTICES AND PROCEDURES RELATED TO THE 2007 VARIABLE RATE DEMAND BONDS” has been provided by the Remarketing Agents for inclusion in this Official Statement and the Authority makes no representation regarding its completeness or accuracy. 

 The Remarketing Agents Routinely Purchase Bonds for Their Own Accounts.  

Each Remarketing Agent acts as remarketing agent for a variety of variable rate demand obligations and, in its sole discretion, routinely purchases such obligations for its own account in order to achieve a successful remarketing of the obligations (i.e., because there are otherwise not enough buyers to purchase the obligations) or for other reasons.  The Remarketing Agent is permitted, but not obligated, to purchase tendered Bonds for its own account and, if it does so, it in its sole discretion, routinely acquires such tendered Bonds in order to achieve a successful remarketing of the Bonds (i.e., because there otherwise are not enough buyers to purchase the Bonds) or for other reasons. However, the Remarketing Agent is not obligated to purchase Bonds, and may cease doing so at any time without notice.  The Remarketing Agent may also make a market in the Bonds by routinely purchasing and selling Bonds other than in connection with an optional or mandatory tender and remarketing.  Such purchases and sales may be at or below par.  However, the Remarketing Agent is not required to make a market in the Bonds. The Remarketing Agent may also sell any Bonds it has purchased to one or more affiliated investment vehicles for collective ownership or enter into derivative arrangements with affiliates or others in order to reduce its exposure to the Bonds.  The purchase of Bonds by the Remarketing Agent may create the appearance that there is greater third party demand for the Bonds in the market than is actually the case.  The practices described above also may result in fewer Bonds being tendered in a remarketing.

Bonds May be Offered at Different Prices on Any Date Including an Interest Rate Determination Date.  

Pursuant to the Remarketing Agreement, the Remarketing Agent is required to determine the applicable rate of interest that, in its judgment, is the lowest rate that would permit the sale of the Bonds bearing interest at the applicable interest rate at par plus accrued interest, if any, on and as of the applicable Rate Determination Date. The interest rate will reflect, among other factors, the level of market demand for the Bonds (including whether the Remarketing Agent is willing to purchase Bonds for its own account). There may or may not be Bonds tendered and remarketed on a Rate Determination Date, the Remarketing Agent may or may not be able to remarket any Bonds tendered for purchase on such date at par and the Remarketing Agent may sell Bonds at varying prices to different investors on such date or any other date. The Remarketing Agent is not obligated to advise purchasers in a remarketing if it does not have third party buyers for all of the Bonds at the remarketing price.  In the event a Remarketing Agent owns any Series 2007 Bonds for its own account, it may, in its sole discretion in a secondary market transaction outside the tender process, offer such Series 2007 Bonds on any date, including the Rate Determination Date, at a discount to par to some investors.
The Ability to Sell the Bonds other than through Tender Process May Be Limited.  

The Remarketing Agent may buy and sell Bonds other than through the tender process.  However, it is not obligated to do so and may cease doing so at any time without notice and may require holders that wish to tender their Bonds to do so through the Tender Agent with appropriate notice.  Thus, investors who purchase the Bonds, whether in a remarketing or otherwise, should not assume that they will be able to sell their Bonds other than by tendering the Bonds in accordance with the tender process.

STANDBY BOND PURCHASE AGREEMENT

The following is a summary of certain provisions of the Standby Bond Purchase Agreement.  This summary does not purport to be comprehensive.  One Standby Bond Purchase Agreement supports the 2007 Series A Bonds, the 2007 Series B Bonds, the 2007 Series C Bonds and the 2007 Series G Bonds.  Reference should be made to the Standby Bond Purchase Agreement for its complete terms. Capitalized terms used under this heading not defined elsewhere in this Official Statement shall have the meanings set forth in the Standby Bond Purchase Agreement.  For information regarding the Liquidity Providers, see APPENDIX L – “THE LIQUIDITY PROVIDERS.”

General

The initial Liquidity Facility for the 2007 Series A Bonds, the 2007 Series B Bonds, the 2007 Series C Bonds and the 2007 Series G Bonds will be provided pursuant to one Standby Bond Purchase Agreement among the Authority, JPMorgan Chase Bank, National Association (“JPMorgan Chase”), Lloyds TSB Bank Plc acting through its New York Branch (“Lloyds”), Citibank N.A. (“Citibank”), and Dexia Credit Local, acting through its New York Branch (“Dexia”, and together with JPMorgan Chase, Lloyds and Citibank, the “Liquidity Providers”).  

Under the terms of the Standby Bond Purchase Agreement, each Liquidity Provider’s liability is several and not joint, and no Liquidity Provider will be liable for the failure of any other Liquidity Provider to perform its obligations thereunder.  

The respective commitments of the Liquidity Providers are indicated in the following table.

	Series
	Initial Liquidity Provider
	Principal Commitment

	2007 Series A Bonds
	JPMorgan Chase
	$50,000,000

	2007 Series B Bonds
	Dexia
	$50,000,000

	2007 Series C Bonds
	Citibank
	$50,000,000

	2007 Series G Bonds
	Lloyds
	$50,000,000

	
	
	


References in the description below to the 2007 Variable Rate Demand Bonds mean the applicable Series of 2007 Variable Rate Demand Bonds supported by the Standby Bond Purchase Agreement.  References in the description below to the Liquidity Providers mean the Liquidity Providers that are party to the Standby Bond Purchase Agreement.  References in the description below to the Bond Insurance Policy mean the Ambac Bond Insurance Policy.  References in the description below to the Insurer mean Ambac Assurance Corporation.

Payment of the Purchase Price for the 2007 Variable Rate Demand Bonds tendered for purchase or subject to mandatory purchase in accordance with the Indenture and not remarketed will be paid from amounts advanced under the Standby Bond Purchase Agreement.  Under the Standby Bond Purchase Agreement (and subject to the terms and conditions specified in the Standby Bond Purchase Agreement) the Liquidity Providers have agreed to purchase the 2007 Variable Rate Demand Bonds that have not been remarketed.  Under the terms of the Standby Bond Purchase Agreement, each Liquidity Provider’s liability is several and not joint, and no Liquidity Provider will be liable for the failure of any other Liquidity Provider to perform its obligations thereunder.  The Standby Bond Purchase Agreement will expire on ____________, 2014, unless it is terminated earlier or unless it is extended.  See “Description of The Series 2007 Bonds.”

Under certain circumstances described under “Description of the Series 2007 Bonds,” and as described below, the obligation of the Liquidity Providers to purchase 2007 Variable Rate Demand Bonds tendered by DTC and the Beneficial Owners thereof or subject to mandatory purchase may be terminated or suspended without a purchase by the Liquidity Providers.  In such event, sufficient funds may not be available to purchase 2007 Variable Rate Demand Bonds tendered by DTC and the Beneficial Owners thereof or subject to mandatory purchase.  In addition, the Standby Bond Purchase Agreement does not provide security for the payment of principal of or interest on the 2007 Variable Rate Demand Bonds.  

Purchase of Tendered 2007 Variable Rate Demand Bonds by the Liquidity Providers

The Liquidity Providers have agreed to purchase during the Availability Period, eligible 2007 Variable Rate Demand Bonds which have been tendered for optional purchase or which are subject to mandatory purchase and which are not remarketed (when remarketing is permitted or required) as provided in the Indenture.  See “DESCRIPTION OF THE SERIES 2007 BONDS.”  The Availability Period begins on the date the Standby Bond Purchase Agreement shall become effective and ends on the earliest of (a) ______________, 2014; (b) 12:00 noon (New York time) on the day 15 days after the Authority gives written notice to the agent of the Liquidity Providers that the Authority elects to terminate the Standby Bond Purchase Agreement; (c) the date on which such Series of 2007 Variable Rate Demand Bonds cease to bear interest at either a Daily Rate, Weekly Rate or a combination thereof; (d) the date on which the Authority delivers to the Trustee an alternate or substitute liquidity facility for such Series of 2007 Variable Rate Demand Bonds; (e) the date on which such Series of 2007 Variable Rate Demand Bonds are no longer outstanding; and (f) the occurrence of a termination event under the Standby Bond Purchase Agreement.  The price to be paid by the Liquidity Providers for 2007 Variable Rate Demand Bonds will be equal to the aggregate principal amount of such 2007 Variable Rate Demand Bonds (up to the relevant Available Principal Commitment) plus interest accrued thereon but unpaid (up to the relevant Available Interest Commitment) to the date of such purchase, without premium.

Events of Default, Suspension and Termination

The remedies upon the occurrence of an event of default, suspension or termination under the Standby Bond Purchase Agreement differ significantly and depend upon the nature of the particular event of default.  See “Consequences of Events of Default, Suspension and Termination” below.  Each of the following is an “event of default,” a “suspension event” or a “termination event” under the Standby Bond Purchase Agreement:

(a) the Authority shall fail to pay, or cause to be paid, when due, or shall have declared a moratorium on the payment of, or repudiated any 2007 Variable Rate Demand Bond and such payment is not paid by the Insurer when, as and in the amounts required to be paid pursuant to the terms of the Bond Insurance Policy; or

(b) the occurrence and continuance of one or more of the following events:  (i) the issuance, under the laws of the state of incorporation or formation of the Insurer, of an order of relief, rehabilitation, reorganization, conservation, liquidation or dissolution of the Insurer; (ii) the commencement by the Insurer of a voluntary case or other proceeding seeking an order for relief, rehabilitation, reorganization, conservation, liquidation or dissolution with respect to the Insurer or its debts or claims under any bankruptcy, insolvency or other similar law now or hereafter in effect including, without limitation, the appointment of a trustee, receiver, liquidator, custodian, assignee, sequestrator or other similar official for the Insurer or any substantial part of its property; (iii) the commencement of an involuntary case or other proceeding seeking an order for relief, rehabilitation, reorganization, conservation, liquidation or dissolution with respect to the Insurer or its debts or claims under any bankruptcy, insolvency or other similar law now or hereafter in effect, or seeking the appointment of a trustee, receiver, liquidator, custodian, assignee, sequestrator or other similar official for the Insurer or any substantial part of its property, and such involuntary case or appointment remains undismissed and unstayed for a period of 60 days; (iv) the consent of the Insurer to any relief referred to in the preceding clause (iii) in an involuntary case or other proceeding commenced against it; (v) the making by the Insurer of a general assignment for the benefit of creditors; (vi) the failure of the Insurer to generally pay its debts as they become due or claims under any of its insurance policies as such claims are made; or (vii) the board of directors or any senior officer of the Insurer shall take any action to authorize any of the foregoing; or

(c) (i) any material provision of the Bond Insurance Policy relating to the payment of principal of or interest on the 2007 Variable Rate Demand Bonds at any time for any reason ceases to be valid and binding on the Insurer in accordance with the terms of the Bond Insurance Policy or is declared, announced or ruled to be null and void by a court or other governmental agency of appropriate jurisdiction; or (ii) the validity or enforceability of any material provision of the Bond Insurance Policy relating to the payment of principal of or interest on the 2007 Variable Rate Demand Bonds is contested by a senior authorized officer of the Insurer or any governmental agency or authority with appropriate jurisdiction; or (iii) a senior authorized officer of the Insurer denies that it has any or further liability or obligation under the Bond Insurance Policy; or

(d) a breach by the Authority of the provisions of, or an event of default by the Authority shall occur and be continuing under, the Standby Bond Purchase Agreement, the 2007 Variable Rate Demand Bonds, the Indenture or the Remarketing Agreements and the expiration of any applicable grace period shall have occurred; or

(e) the Authority shall default in the performance of any covenant or agreement contained in the Standby Bond Purchase Agreement and such default shall continue for thirty days after written notice of such default shall have been given to the Authority by the agent of the Liquidity Providers; or

(f) any representation or warranty on the part of the Authority contained in the Standby Bond Purchase Agreement, the 2007 Variable Rate Demand Bonds, the Indenture or the Remarketing Agreements shall at any time prove to have been untrue in any material respect when made or when reaffirmed, as the case may be; or

(g) the occurrence and continuance of one or more of the following events:  (a) the Authority shall (i) voluntarily commence any proceeding or file any petition seeking relief under Title 11 of the United States Code (the “Bankruptcy Code”) or any other federal, state or foreign bankruptcy, insolvency or similar law, (ii) consent to the institution of, or fail to controvert in a timely and appropriate manner, any such proceeding or the filing of any such petition, (iii) apply for or consent to the appointment of a receiver, trustee, custodian, sequestrator or similar official for itself or for a substantial part of its property, (iv) file an answer admitting the material allegations of a petition filed against it in any such proceeding, (v) make a general assignment for the benefit of creditors, (vi) become unable, admit in writing its inability or fail generally to pay its debts as they become due or (vii) take action for the purpose of effecting any of the foregoing; or (b) an involuntary proceeding shall be commenced or an involuntary petition shall be filed in a court of competent jurisdiction seeking (i) relief in respect of the Authority or of a substantial part of the property of the Authority, under the Bankruptcy Code or any other federal, state or foreign bankruptcy, insolvency or similar law or (ii) the appointment of a receiver, trustee, custodian, sequestrator or similar official for the Authority or for a substantial part of the property of the Authority, and such proceeding or petition shall continue undismissed and unstayed for 60 days; or an order or decree for relief shall be entered against the Authority under the Bankruptcy Code as now or hereafter in effect; or

(h) the Authority shall fail to make any payment in respect of any debt of the Authority secured by Bridge Toll Revenues when due (whether by scheduled maturity, required prepayment, acceleration, demand or otherwise) and such failure shall continue after any applicable grace period; or any other default or event shall occur or condition shall exist and shall continue after any applicable grace period, if the effect of such default or event or condition is to accelerate the maturity of any such debt or permit the acceleration of the maturity of any such debt; or any such debt shall be declared to be due and payable, or required to be prepaid (other than due to an optional call by the Authority or by a regularly scheduled required prepayment), prior to the stated maturity thereof; or

(i) nonpayment of any fees or any other amount when due to any Liquidity Provider under the Standby Bond Purchase Agreement, if such failure to pay when due shall continue for ten Business Days after the Authority has received written notice thereof from the agent of the Liquidity Providers; or

(j) the Trustee ceases to have an effective security interest in the Trust Estate; or

(k) (1) for an uninterrupted period of ninety (90) days there is not in effect at least two of the following in respect of the Insurer:  (i) in the case of Fitch, a financial strength rating of AA- (or its equivalent) or higher; (ii) in the case of Moody’s, a financial strength rating of Aa3 (or its equivalent) or higher; and (iii) in the case of S&P, a financial strength rating of AA- (or its equivalent) or higher and (2) on the last day of such period at least two of the ratings assigned in respect of the senior unsecured long-term debt of the Authority are below:  (i) in the case of Fitch, a rating of AA- (or its equivalent), (ii) in the case of Moody’s, a rating of Aa3 (or its equivalent) or (iii) in the case of S&P, a rating of AA- (or its equivalent).

Consequences of Events of Default, Suspension and Termination

If an event specified in paragraphs (a) or (b) (each, a “Termination Event”) of the preceding subcaption shall occur, the obligations of the Liquidity Providers under the Standby Bond Purchase Agreement to purchase 2007 Variable Rate Demand Bonds shall terminate immediately, without notice or demand, and the Liquidity Providers shall be under no obligation to purchase 2007 Variable Rate Demand Bonds.  In such event, sufficient funds may not be available to purchase 2007 Variable Rate Demand Bonds tendered by DTC and the beneficial owners thereof or subject to mandatory purchase.

If an event described in paragraph (c) of the preceding subcaption shall occur (a “Suspension Event”), the Liquidity Providers’ obligations to purchase 2007 Variable Rate Demand Bonds under the Standby Bond Purchase Agreement shall be suspended upon written notice to the Authority, the Trustee and the Insurer until a final nonappealable order of a court having jurisdiction in the premises shall be entered declaring that all material contested provisions of the Bond Insurance Policy are upheld in their entirety.  In the event a final nonappealable order is entered declaring any material provision of the Bond Insurance Policy relating to the payment of principal of or interest on the 2007 Variable Rate Demand Bonds null and void, or declaring that the Insurer does not have any further liability or obligation under any Bond Insurance Policy, then the Liquidity Providers’ obligation to purchase 2007 Variable Rate Demand Bonds under the Standby Bond Purchase Agreement shall immediately terminate without any further action by any Liquidity Provider.  In the event a final nonappealable order is entered declaring that all material contested provisions of the Bond Insurance Policy are upheld in their entirety, the Liquidity Providers’ obligations thereunder shall be automatically reinstated and the terms of the Standby Bond Purchase Agreement will continue in full force and effect (unless the Standby Bond Purchase Agreement shall otherwise have terminated by its terms or there has occurred and is continuing an event of default) as if there had been no such suspension.  Notwithstanding the foregoing, if, upon the earlier of the stated expiration date or the date which is three years after the effective date of suspension of the Liquidity Providers’ obligations pursuant to the provisions of the Standby Bond Purchase Agreement, litigation is still pending and a judgment regarding the validity of any Bond Insurance Policy as to the subject of such Suspension Event has not been obtained, then the obligation of the Liquidity Providers to purchase 2007 Variable Rate Demand Bonds shall at such time terminate without notice or demand and thereafter, the Liquidity Providers shall be under no further obligation to purchase 2007 Variable Rate Demand Bonds under the Standby Bond Purchase Agreement.

Upon the occurrence of any event other than a Termination Event or Suspension Event specified in the two preceding paragraphs, the Liquidity Providers may (a) terminate the commitment of the Liquidity Providers to purchase 2007 Variable Rate Demand Bonds by instructing their agent to give notice to the Authority, the Trustee and the Insurer, specifying the date on which at 3:00 p.m. New York time such commitment will terminate (the “Termination Date”), which shall be not less than 30 days from the date of receipt of such notice by the Trustee, and after the Termination Date the Liquidity Providers shall be under no further obligation to purchase 2007 Variable Rate Demand Bonds under the Standby Bond Purchase Agreement other than 2007 Variable Rate Demand Bonds which are the subject of a request for purchase delivered by the Trustee in accordance with the Standby Bond Purchase Agreement and received by the Liquidity Providers on or prior to the Termination Date and (b) take any other action or remedy permitted by law.

The termination or suspension of the Standby Bond Purchase Agreement does not result in an acceleration of the 2007 Variable Rate Demand Bonds.  The Bond Insurance Policy does not insure or secure any payment with respect to the purchase price of the 2007 Variable Rate Demand Bonds.

Extension, Reduction, Adjustment or Termination of Liquidity Facility

The Standby Bond Purchase Agreement is to expire on _____________, 2014, unless terminated or extended for additional periods by mutual agreement of the Authority and the Liquidity Providers.  Written request for such extension must be received by the Liquidity Providers not less than 12 nor more than 15 months preceding the then current relevant expiration date and each Liquidity Provider in its sole and absolute discretion shall notify the Authority of the Liquidity Provider’s decision with respect to such request.  If a Liquidity Provider does not respond to the Authority’s request within 180 days, that Liquidity Provider will be deemed to deny such request.

Upon any redemption, defeasance or other payment of all or any portion of the principal amount of the 2007 Variable Rate Demand Bonds, the Liquidity Providers’ purchase commitment under the Standby Bond Purchase Agreement with respect to principal of the 2007 Variable Rate Demand Bonds shall automatically be reduced by the principal amount of the 2007 Variable Rate Demand Bonds so redeemed, defeased or otherwise paid, as the case may be.  The Liquidity Providers’ commitment with respect to interest shall be equal to 36 days’ interest on the principal amount of the 2007 Variable Rate Demand Bonds (assuming an interest rate of 12% per annum).  The commitment with respect to interest will be adjusted downward by an amount in proportion to the reduction of the commitment as to principal because of the redemption, defeasance or other payment of the 2007 Variable Rate Demand Bonds or the purchase by the Liquidity Provider of the 2007 Variable Rate Demand Bonds tendered or deemed tendered in accordance with the terms of the Indenture.

The Authority has agreed that any termination of the Standby Bond Purchase Agreement as a result of the provision of an alternate liquidity facility will require, as a condition thereto, that the Authority or the issuer of the alternate liquidity facility, as the case may be, will provide immediately available funds on the date of such termination or provision, which funds, when taken together with funds available to the Liquidity Providers under the Indenture, will be sufficient to ensure the payment of all amounts due to the Liquidity Providers under the Standby Bond Purchase Agreement.

Limitations of Standby Bond Purchase Agreement

The ability of the Trustee to obtain funds under the Standby Bond Purchase Agreement in accordance with its terms may be limited by federal or state law.  Bankruptcy, conservatorship, receivership and similar laws governing Liquidity Providers may prevent or restrict payment under the Standby Bond Purchase Agreement.  To the extent the short-term rating on the 2007 Variable Rate Demand Bonds depends in any manner on the rating of the Liquidity Providers, the short-term ratings on the 2007 Variable Rate Demand Bonds could be downgraded or withdrawn if one or more or the Liquidity Providers were to be downgraded, placed on credit watch or have its ratings suspended or withdrawn or were to refuse to perform under the Standby Bond Purchase Agreement.

The obligations of the Liquidity Providers under the Standby Bond Purchase Agreement to purchase unremarketed 2007 Variable Rate Demand Bonds are subject to the conditions and limitations set forth therein, and are also subject to all rights and defenses available to contracting parties generally.  The Standby Bond Purchase Agreement is not a guaranty to pay the purchase price of the 2007 Variable Rate Demand Bonds tendered for purchase.  The Standby Bond Purchase Agreement is a general contract, subject to certain conditions and limitations, and is not a letter of credit.  Purchasers of the 2007 Variable Rate Demand Bonds should consult their legal counsel for an explanation of the differences between a general contract and a letter of credit or guaranty.  The following is included as a summary of selected differences and does not purport to be complete or definitive.

In general, a letter of credit is an independent, special contract by a bank to pay a third party such as a bond trustee holding the letter of credit for the benefit of owners of bonds.  Banks are required by law to honor their letters of credit except in specified circumstances.  If a dispute were to develop between a bank and its borrower, except in limited circumstances, the dispute should not jeopardize payment under the letter of credit because (a) the letter of credit would be independent of the disputed contract between the borrower and the bank and (b) the beneficiary of the letter of credit (typically, the bond trustee) would have direct rights under the letter of credit.  Further, although there are defenses to payment of letters of credit, such defenses are limited by law to specified circumstances.

In contrast, the Standby Bond Purchase Agreement is a general contract only.  No law expressly requires performance of the contract, although the nonbreaching party would be entitled to allowable damages if there were a breach of contract.  Although the Trustee is authorized to draw funds in accordance with the Standby Bond Purchase Agreement, the Liquidity Providers have no independent obligation to the Trustee.  If a dispute were to develop, the Liquidity Providers will have all defenses allowed by law or in equity to their payment under or other performance of the Standby Bond Purchase Agreement, including but not limited to disputes (whether valid or not) regarding the authority of any party to enter into or perform the Standby Bond Purchase Agreement.  More of such defenses are allowed by laws regarding contracts than by laws regarding letters of credit.

The Liquidity Providers or the Authority may seek to have any future dispute resolved in court and appealed to final judgment before any such party performs under the Standby Bond Purchase Agreement.  Further, even if the Authority were to prevail against the Liquidity Providers, a court would not necessarily order the Liquidity Providers to perform under the Standby Bond Purchase Agreement; it could instead award damages for breach of contract to the Authority.  Any such award would not necessarily be sufficient to pay the purchase price of the 2007 Variable Rate Demand Bonds.

REMARKETING AGENTS

The Authority has entered into a Remarketing Agreement covering each Series of the 2007 Variable Rate Demand Bonds with the Remarketing Agent for such Series as shown in the Summary of Offering beginning on the inside cover page.  Each Remarketing Agent undertakes, among other things, to use its best efforts to remarket 2007 Variable Rate Demand Bonds of the Series assigned to it that are tendered for purchase.  The Authority or the Remarketing Agent may terminate the Remarketing Agreement under the circumstances and in the manner described in the Remarketing Agreement, in which case the Authority expects to appoint a replacement remarketing agent in accordance with the Indenture.

BROKER-DEALERS AND AUCTION AGENT

The Authority has entered into a Broker-Dealer Agreement covering each Series of the 2007 Auction Rate Bonds with the Broker-Dealer for such Series as shown in the Summary of Offering beginning on the inside cover page.  Each Broker-Dealer undertakes, among other things, to act as Broker-Dealer for the related Series 2007 Bonds in accordance with the Indenture.  The Authority or the Broker-Dealer may terminate the Broker-Dealer Agreement under the circumstances and in the manner described in the Broker-Dealer Agreement, in which case the Authority expects to appoint a replacement broker-dealer in accordance with the Indenture.  

The Bank of New York will act as initial Auction Agent (the “Auction Agent”) for all of the 2007 Auction Rate Bonds.  

RISK FACTORS

The primary source of payment for the Series 2007 Bonds is Bridge Toll Revenues.  The level of Bridge Toll Revenues collected at any time is dependent upon the level of traffic on the Bridge System, which, in turn, is related to several factors, including without limitation, the factors indicated below.

Risk of Earthquake

The Bay Area’s historical level of seismic activity and the proximity of the Bridge System to a number of significant known earthquake faults (including most notably the San Andreas Fault and the Hayward Fault) increases the likelihood that an earthquake originating in the region could destroy or render unusable for a period of time one or more of the System Bridges, their highway approaches or connected traffic corridors, thereby interrupting the collection of Bridge Toll Revenues for an undetermined period of time.

An earthquake originating outside the immediate Bay Area could have an impact on Bridge System operations and Bridge Toll Revenues.  On October 17, 1989, the San Francisco Bay Area experienced the effects of the Loma Prieta Earthquake that registered 7.1 on the Richter Scale.  The epicenter of the earthquake was located in Loma Prieta about 60 miles south of the City of San Francisco in the Santa Cruz Mountains.  The Loma Prieta Earthquake caused damage to the east span of the San Francisco-Oakland Bay Bridge.  Caltrans made prompt repairs to the San Francisco-Oakland Bay Bridge, which was reopened to traffic within one month.  

Research conducted since the 1989 Loma Prieta Earthquake by the United States Geological Survey concludes that there is a 70% probability of at least one magnitude 6.7 or greater earthquake, capable of causing wide-spread damage, striking the Bay Area before 2030.  Major earthquakes may occur in any part, and at any time, of the Bay Area.  An earthquake of such magnitude with an epicenter in sufficiently close proximity to the San Francisco-Oakland Bay Bridge occurring prior to completion of the Seismic Retrofit Program would be more likely to result in collapse of such bridge.

The Seismic Retrofit Program is specifically intended to mitigate the risk of major damage to the System Bridges due to seismic activity by enhancing the structural integrity of the System Bridges to accommodate ground motions along the various identified faults with return periods of between 1,000 and 2,000 years.  However, Caltrans currently estimates that the Seismic Retrofit Program will not be fully completed on all System Bridges until 2015.  See “CAPITAL PROJECTS AND FUNDING – Seismic Retrofit Program Capital Projects.”  Furthermore, the completion of the Seismic Retrofit Program will not insure that one or more of the System Bridges or their highway approach routes would not be damaged, destroyed or rendered unusable for a period of time in the event of a single earthquake or a combination of earthquakes.  

When large seismic events have occurred in the past, Caltrans has demonstrated an ability to quickly repair bridge structures and reestablish traffic flows.  As a consequence of the 1989 Loma Prieta Earthquake, the San Francisco-Oakland Bay Bridge suffered collapse of a section of the bridge’s east span upper deck.  Within 30 days, two replacement deck sections were designed, ordered, fabricated, delivered and installed as part of a $8.6 million construction project.  With the completion of the Seismic Retrofit Program, the need for repairs of this magnitude is expected to be greatly reduced, especially on the San Francisco-Oakland Bay Bridge and the Benicia-Martinez Bridge, both of which will be strengthened to the higher Lifeline Structure criteria.  See “CAPITAL PROJECTS AND FUNDING—Ground Motions and Seismic Design Strategy for the Bridge System.”  However, the actual damage caused by a future seismic event could vary substantially from expectations or past experience.

Other Force Majeure Events

Operation of the Bridge System and collection of bridge tolls is also at risk from other events of force majeure, such as damaging storms, winds and floods, fires and explosions, spills of hazardous substances, strikes and lockouts, sabotage, wars, blockades and riots.  The Authority cannot predict the potential impact of such events on the financial condition of the Authority or on the Authority’s ability to pay the principal of and interest on the Series 2007 Bonds as and when due.

Threats and Acts of Terrorism

Caltrans and law enforcement authorities have undertaken security measures in an effort to reduce the probability that the System Bridges could be attacked by terrorists.  However, such measures are not guaranteed to prevent an attack on the System Bridges.  The Authority cannot predict the likelihood of a terrorist attack on any of the System Bridges or the extent of damage or vehicle traffic disruption that might result from an attack.  The System Bridges are not insured against terrorist attack.  See “—No Insurance Coverage” below.

No Insurance Coverage

No business interruption insurance or any other commercially available insurance coverage is currently maintained by the Authority or Caltrans with respect to damage to or loss of use of any of the System Bridges.  However, the Authority currently maintains a $50 million self insurance fund which, pursuant to the Cooperative Agreement, would be available for reconstruction, repair and operations in the event of damage due to a major emergency which would result in closure to traffic of a System Bridge estimated to extend more than 30 days and to exceed $10 million in cost.  Such reserve is maintained pursuant to the Cooperative Agreement and upon agreement of Caltrans and the Authority may be reduced or eliminated in its entirety.  Pursuant to the Cooperative Agreement, replenishment of funds used for such repairs would be made by the Authority from Bridge Toll Revenues.  Moreover, the Authority expects that emergency assistance and loans from the Federal Government would be made available to the State in the event of major damage to the System Bridges caused by a major earthquake or other force majeure event.  

Economic Factors

A substantial deterioration in the level of economic activity within the Bay Area could have an adverse impact upon the level of Bridge Toll Revenues collected.  In addition, the occurrence of any natural catastrophe such as an earthquake may negatively affect the Bay Area economy and traffic using the Bridge System.  See “—Risk of Earthquake” above.  Bridge Toll Revenues may also decline due to traffic interruptions as a result of construction, greater carpooling or use of mass transit, increased costs of gasoline and of operating an automobile, more reliance on telecommuting in lieu of commuting to work, relocation of businesses to suburban locations and similar activities.  RM2 includes a substantial allocation of funding for mass transit projects intended to reduce congestion in the Bridge System corridors.  For information relating to current economic conditions within the Bay Area, see APPENDIX B – “ECONOMY OF THE BAY AREA.”

Toll Rate Increases

Since 2004, toll rates for two-axle vehicles have increased from $2.00 to $4.00.  Construction delays or cost increases, particularly with respect to the work on the east span of the San Francisco-Oakland Bay Bridge, could result in further rate increases.  Such increases in the toll rates could have an adverse impact upon the level of traffic on the Bridge System and the level of Bridge Toll Revenues collected.  The added cost burden of toll increases may result in greater carpooling or use of mass transit, more reliance on telecommuting in lieu of commuting to work, relocation of businesses to suburban locations and similar activities, that result in lower traffic levels.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS - Authority for Issuance,” “Toll Setting Authority,” and “CAPITAL PROJECTS AND FUNDING - Seismic Retrofit Program Funding Sources.”

Construction Delays and Cost Escalation

The Authority does not believe any decline in Bridge Toll Revenues would result solely from delays in or cancellation of any Seismic Retrofit Program or RM1 project.  Delays in construction or additional cost may, however, impact the level of Bridge Toll Revenues if they are combined with, for example, reduced traffic due to increased tolls or longer periods of increased vulnerability to seismic events due to longer construction periods.

Delays in completion of RM1 or Seismic Retrofit Program projects may arise from any number of causes, including, but not limited to, adverse weather conditions, unavailability of contractors, coordination among contractors, environmental concerns, labor disputes, engineering errors or unanticipated or increased costs of construction such as labor, equipment, and materials.  In addition, increased costs may also be caused by uncontrollable circumstances, acts of God, unforeseen geotechnical conditions, the presence of hazardous materials or endangered species on or near the System Bridges, or for other reasons.

Although Caltrans has made determinations of estimated costs and expected completion dates for each of the Seismic Retrofit Program projects that it believes are reasonable, there can be no assurance that the Seismic Retrofit Program contractors will deliver the Seismic Retrofit Program projects within the anticipated time period or within budget.  Caltrans’ cost estimates for the Seismic Retrofit Program were developed using available information based on contract award and construction status.  In updating both cost estimates and schedules Caltrans has identified many risks related to design and the bidding process.  Seismic construction strategies are being employed at scales never before used.  As a result, there is an inherent level of uncertainty in projecting Seismic Retrofit Program costs and schedules.  See “CAPITAL PROJECTS AND FUNDING—Seismic Retrofit Program Capital Projects   San Francisco-Oakland Bay Bridge–East Span.”

The engineering, fabrication and construction of the self-anchored suspension superstructure of the new east span of the San Francisco-Oakland Bay Bridge present many unique challenges.  Several factors could contribute to cost increases and/or construction delays for the self-anchored suspension superstructure, including (i) construction bonding and insurance market changes which may result in reduced capacity available to handle payment and performance bonding requirements and higher rates to assume risks on large complex projects; (ii) steel industry capacity and economic changes resulting in fluctuations in supply and demand impacting both domestic and international markets for steel production and steel fabrication, particularly for large scale assembly and delivery; (iii) structural design changes; (iv) technical complexity; (v) adjacent project interference; (vi) laws protecting domestic industry; (vii) disruptions in supply or the construction industry due to natural disasters; and (viii) increases in the price of oil or other energy sources.  

Seismic Retrofit Program projects cost estimates have materially and substantially increased in the past and may increase again in the future.  Past increases have been attributable in large part to the new east span of the San Francisco-Oakland Bay Bridge.

The original budget estimates for the Seismic Retrofit Program were established by Chapter 327, Statutes of 1997 (Senate Bill 60).  The estimated cost for the Seismic Retrofit Program projects was, at the time, set at $2.620 billion.  Since then, subsequent legislation has provided for increases in such estimated costs to the $8.685 billion estimate in the 2005 Legislation.

Significant cost increases have also been experienced with respect to the new Benicia-Martinez Bridge.  Past cost increases have been related to foundation pile remediation, steel cost escalation, superstructure construction, interface, delay issues with contiguous contracts, concrete overheating remediation costs and Caltrans support costs.  Additional cost increases could be experienced in the future.

Voter Initiatives

On November 5, 1996, the voters of the State approved Proposition 218, a constitutional initiative, entitled the “Right to Vote on Taxes Act” (“Proposition 218”).  Proposition 218 adds Articles XIIIC and XIIID to the California Constitution and contains a number of interrelated provisions affecting the ability of local governments, including local or regional agencies such as the Authority, to levy and collect both existing and future taxes, assessments, fees and charges.  Proposition 218 requires majority voter approval for the imposition, extension or increase of general taxes and two-thirds voter approval for the imposition, extension or increase of special taxes by a local government.  The Authority does not believe that the levy and collection of bridge tolls are taxes subject to the voter approval provisions of Proposition 218.  

Proposition 218 also provides for broad initiative powers to reduce or repeal any local tax, assessment, fee or charge.  Article XIIIC does not define the terms local “taxes,” “assessment,” “fee” or “charge.”  However, the Supreme Court of California, in the case of Bighorn–Desert View Water Agency v. Verjil, 2006 Ca. LEXIS 8776 (2006), held that the initiative power described in Article XIIIC applies to any local taxes, assessments, fees and charges as defined in Articles XIIIC and XIIID.  Article XIIID defines “fee” or “charge” to mean a levy (other than ad valorem or special taxes or assessments) imposed by a local government “upon a parcel or upon a person as an incident of property ownership”, including a user fee for a “property related service”.  However, the Court also found that the terms “fee” and “charge” in section 3 of Article XIIIC may not be subject to a “property related” qualification.  The Authority does not believe that the bridge toll is a “fee” or “charge” as defined in Articles XIIID or XIIIC.  If ultimately found to be applicable to the bridge tolls, the initiative power could be used to rescind or reduce the levy and collection of bridge tolls under Proposition 218.  Any attempt by voters to use the initiative provisions under Proposition 218 in a manner which would prevent the payment of debt service on the Series 2007 Bonds should arguably violate the Impairment of Contract Clause of the United States Constitution and accordingly, be precluded.  The Authority cannot predict the potential financial impact on the financial condition of the Authority and the Authority’s ability to pay the purchase price, principal of and interest on the Series 2007 Bonds as and when due, as a result of the exercise of the initiative power under Proposition 218.

Limitations of Standby Bond Purchase Agreements and Related Risks

The ability to obtain funds under the Standby Bond Purchase Agreements in accordance with their respective terms may be limited by federal or state law.  Bankruptcy, conservatorship, receivership and similar laws governing financial institutions may prevent or restrict payment under the Standby Bond Purchase Agreements.  To the extent the short-term rating on the principal of and interest on the 2007 Variable Rate Demand Bonds depends in any manner on the rating of any of the providers of a Standby Bond Purchase Agreement, the short-term ratings on the 2007 Variable Rate Demand Bonds could be downgraded or withdrawn if any of the providers of the applicable Standby Bond Purchase Agreement were to be downgraded, placed on credit watch or have its credit suspended or withdrawn or were to refuse to perform under such Standby Bond Purchase Agreement.

The obligation of each provider under the applicable Standby Bond Purchase Agreement to purchase unremarketed 2007 Variable Rate Demand Bonds is subject to the conditions and limitations set forth therein, and is also subject to all rights and defenses available to contracting parties generally.  Each Standby Bond Purchase Agreement is a general contract subject to certain conditions and limitations and is not a letter of credit.  See “STANDBY BOND PURCHASE AGREEMENTS—Limitation of Standby Bond Purchase Agreement.”

2007 Variable Rate Demand Bonds purchased by a Liquidity Provider may bear interest at rates substantially in excess of the interest rates which would otherwise be borne by the 2007 Variable Rate Demand Bonds.  

ABSENCE OF MATERIAL LITIGATION

There is no action, suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory agency, public board or body, pending or, to the knowledge of the Authority, threatened against the Authority in any way affecting the existence of the Authority or the titles of its officers to their respective offices or seeking to restrain or to enjoin the issuance, sale or delivery of the Series 2007 Bonds, the application of the proceeds thereof in accordance with the Indenture, the collection or application of the Bridge Toll Revenues, or the statutory lien thereon, in any way contesting or affecting the validity or enforceability of the Series 2007 Bonds, the Indenture, in any way contesting the completeness or accuracy of this Official Statement or the powers of the Authority with respect to the Series 2007 Bonds or the Indenture, or which could, if adversely decided, have a materially adverse impact on the Authority’s financial position or the Authority’s ability to collect Bridge Toll Revenues

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority (“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the Series 2007 Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income taxes.  Bond Counsel is of the further opinion that interest on the Series 2007 Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income.  A complete copy of the proposed form of opinion of Bond Counsel is set forth in Appendix E hereto.

To the extent the issue price of any maturity of the Series 2007 Bonds is less than the amount to be paid at maturity of such Series 2007 Bonds (excluding amounts stated to be interest and payable at least annually over the term of such Series 2007 Bonds), the difference constitutes “original issue discount,” the accrual of which, to the extent properly allocable to each owner thereof, is treated as interest on the Series 2007 Bonds which is excluded from gross income for federal income tax purposes and State of California personal income taxes.  For this purpose, the issue price of a particular maturity of the Series 2007 Bonds is the first price at which a substantial amount of such maturity of the Series 2007 Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers).  The original issue discount with respect to any maturity of the Series 2007 Bonds accrues daily over the term to maturity of such Series 2007 Bonds on the basis of a constant interest rate compounded semiannually (with straight-line interpolations between compounding dates).  The accruing original issue discount is added to the adjusted basis of such Series 2007 Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Series 2007 Bonds.  Owners of the Series 2007 Bonds should consult their own tax advisors with respect to the tax consequences of ownership of Series 2007 Bonds with original issue discount, including the treatment of purchasers who do not purchase such Series 2007 Bonds in the original offering to the public at the first price at which a substantial amount of such Series 2007 Bonds is sold to the public.

Series 2007 Bonds purchased, whether at original issuance or otherwise, for an amount higher than their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will be treated as having amortizable bond premium.  No deduction is allowable for the amortizable bond premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes.  However, the amount of tax-exempt interest received, and a purchaser’s basis in a Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable to such purchaser.  Owners of Premium Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross income for federal income tax purposes of interest on obligations such as the Series 2007 Bonds.  The Authority has made certain representations and covenanted to comply with certain restrictions, conditions and requirements designed to ensure that interest on the Series 2007 Bonds will not be included in federal gross income.  Inaccuracy of these representations or failure to comply with these covenants may result in interest on the Series 2007 Bonds being included in gross income for federal income tax purposes, possibly from the date of original issuance of the Series 2007 Bonds.  The opinion of Bond Counsel assumes the accuracy of these representations and compliance with these covenants.  Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or any other matters coming to Bond Counsel’s attention after the date of issuance of the Series 2007 Bonds may adversely affect the value of, or the tax status of interest on, the Series 2007 Bonds.

Certain requirements and procedures contained or referred to in the Indenture, the Tax Certificate, and other relevant documents may be changed and certain actions (including, without limitation, defeasance of the Series 2007 Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in such documents.  Bond Counsel expresses no opinion as to any Series 2007 Bond or the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of bond counsel other than Orrick, Herrington & Sutcliffe LLP.

Although Bond Counsel is of the opinion that interest on the Series 2007 Bonds is excluded from gross income for federal income tax purposes and is exempt from State of California personal income taxes, the ownership or disposition of, or the accrual or receipt of interest on, the Series 2007 Bonds may otherwise affect a beneficial owner’s federal, state or local tax liability.  The nature and extent of these other tax consequences depends upon the particular tax status of the beneficial owner or the beneficial owner’s other items of income or deduction.  Bond Counsel expresses no opinion regarding any such other tax consequences.

Future legislation, if enacted into law, or clarification of the Code may cause interest on the Series 2007 Bonds to be subject, directly or indirectly, to federal income taxation, or otherwise prevent beneficial owners from realizing the full current benefit of the tax status of such interest.  The introduction or enactment of any such future legislation or clarification of the Code may also affect the market price for, or marketability of, the Series 2007 Bonds.  Prospective purchasers of the Series 2007 Bonds should consult their own tax advisers regarding any pending or proposed federal tax legislation, as to which Bond Counsel expresses no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the Series 2007 Bonds for federal income tax purposes.  It is not binding on the Internal Revenue Service (“IRS”) or the courts.  The Authority did obtain a private letter ruling from the IRS, however, regarding certain (but not all) legal issues relating to the Bonds.  Principally, the private letter ruling concluded that the Series 2007 Bonds will not be treated as "refunding bonds" of the Infrastructure Bank Obligations even though proceeds of the Series 2007 Bonds will be used to defease Infrastructure Bank Obligations.  Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future activities of the Authority, or about the effect of future changes in the Code, the applicable regulations, the interpretation thereof or the enforcement thereof by the IRS.  The Authority has covenanted, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2007 Bonds ends with the issuance of the Series 2007 Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Authority or the beneficial owners regarding the tax-exempt status of the Series 2007 Bonds in the event of an audit examination by the IRS.  Under current procedures, parties other than the Authority and their appointed counsel, including the beneficial owners, would have little, if any, right to participate in the audit examination process.  Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with which the Authority legitimately disagrees, may not be practicable.  Any action of the IRS, including but not limited to selection of the Series 2007 Bonds for audit, or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the market price for, or the marketability of, the Series 2007 Bonds, and may cause the Authority or the beneficial owners to incur significant expense.

LEGAL MATTERS

The validity of the Series 2007 Bonds and certain other legal matters are subject to the approving opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority. A complete copy of the proposed form of opinion of Bond Counsel is contained in Appendix E hereto.  Bond Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official Statement.  Certain legal matters will be passed upon for the Underwriters by their counsel, Nixon Peabody LLP, and for the Liquidity Providers by their counsel, [White & Case LLP].  

RATINGS

Variable Rate Demand Bonds

Fitch Ratings, Moody’s Investors Service, and Standard & Poor’s Ratings Services are expected to assign ratings on the 2007 Variable Rate Demand Bonds of “AAA/F1+,” “Aaa/VMIG1” and “AAA/A-1+,” respectively.  The long-term ratings on the 2007 Variable Rate Demand Bonds are based upon the delivery concurrently with the delivery of the 2007 Variable Rate Demand Bonds of the Ambac Bond Insurance Policy.  The short-term ratings on the 2007 Variable Rate Demand Bonds are based upon the delivery concurrently with the delivery of the 2007 Variable Rate Demand Bonds of the Standby Bond Purchase Agreement providing for payment of the Purchase Price for the 2007 Variable Rate Demand Bonds when due to be delivered by the Liquidity Providers.  Fitch, Moody’s Investors Service, and Standard & Poor’s Ratings Services have assigned the 2007 Variable Rate Demand Bonds underlying ratings of “AA-,” “Aa3” and “AA,” respectively.

Auction Rate Bonds

Fitch Ratings, Moody’s Investors Service, and Standard & Poor’s Ratings Services are expected to assign ratings on the 2007 Auction Rate Bonds of “AAA,” “Aaa” and “AAA,” respectively.  The long-term ratings on the 2007 Auction rate Bonds are based upon the delivery concurrently with the delivery of the 2007 Auction Rate Bonds of the Ambac Bond Insurance Policy.  Fitch, Moody’s Investors Service, and Standard & Poor’s Ratings Services have assigned the 2007 Auction Rate Bonds underlying ratings of “AA-,” “Aa3” and “AA,” respectively.

Fixed Rate Bonds  

Fitch Ratings, Moody’s Investors Service, and Standard & Poor’s Ratings Services are expected to assign ratings on the 2007 Fixed Rate Bonds of “AA-,” “Aa3” and “AA,” respectively.

Meaning of Ratings

The ratings described above reflect only the views of such organizations and any desired explanation of the significance of such ratings should be obtained from the rating agency furnishing the same, at the following addresses:  Fitch Ratings, One State Street Plaza, New York, New York 10004; Moody’s Investors Service, Inc., 99 Church Street, New York, New York 10007; and Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc., 55 Water Street, New York, New York 10041.  Generally, a rating agency bases its rating on the information and materials furnished to it and on investigations, studies and assumptions of its own.  There is no assurance such ratings will continue for any given period of time or that such ratings will not be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating agencies, circumstances so warrant.  Any such downward revision or withdrawal of any of such ratings may have an adverse effect on the market price of such Series 2007 Bonds.

UNDERWRITING

Fixed Rate Bonds

The Authority has entered into a Purchase Contract (the “Fixed Rate Purchase Contract”) with respect to the 2007 Fixed Rate Bonds with Citigroup Global Markets Inc., on behalf of itself and as the representative of J.P. Morgan Securities Inc., Lehman Brothers, Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan Stanley & Co. Incorporated and Stone & Youngberg LLC (collectively, the “Fixed Rate Underwriters”) pursuant to which the Fixed rate Underwriters have agreed, subject to certain conditions, to purchase the 2007 Fixed Rate Bonds for reoffering, at a purchase price of $_______, which represents the aggregate principal amount of the 2007 Fixed Rate Bonds [plus net original issue premium of $_______][less net original issue discount of $_______] less an underwriter’s discount of $_____.

The Fixed Rate Underwriters will purchase all of the 2007 Fixed Rate Bonds if any are purchased.  The Fixed Rate Underwriters have agreed to make a public offering of the 2007 Fixed Rate Bonds at the yields shown in the Summary of Offering starting on the inside cover of this Official Statement.

Variable Rate Demand Bonds

The Authority expects to enter into a Purchase Contract (the “VRDB Purchase Contract”) with respect to the 2007 Variable Rate Demand Bonds with , Citigroup Global Markets Inc.,  on behalf of itself and as the representative of J.P. Morgan Securities Inc., Lehman Brothers, Inc. and Stone & Youngberg LLC (collectively, the “VRDB Underwriters”) pursuant to which the VRDB Underwriters will agree, subject to certain conditions, to purchase the 2007 Variable Rate Demand Bonds. 

The VRDB Underwriters will purchase all of the 2007 Variable Rate Demand Bonds if any are purchased.  The VRDB Underwriters will agree to make a public offering of the 2007 Variable Rate Demand Bonds at par.

Auction Rate Bonds  

The Authority expects to enter into a Purchase Contract (the “ARB Purchase Contract”) with respect to the 2007 Auction Rate Bonds with Merrill Lynch, Pierce, Fenner & Smith Incorporated and Morgan Stanley & Co. Incorporated (collectively, the “ARB Underwriters”) pursuant to which the ARB Underwriters will agree, subject to certain conditions, to purchase the 2007 Auction Rate Bonds.

The ARB Underwriters will purchase all of the Series 2007 Auction Rate Bonds if any are purchased.  The ARB Underwriters will agree to make a public offering of the 2007 Auction Rate Bonds at par. 

FINANCIAL ADVISOR

The Authority has retained Public Financial Management Inc., San Francisco, California, as financial advisor (the “Financial Advisor”) in connection with the issuance of the Series 2007 Bonds.  The Financial Advisor has not undertaken to make an independent verification or to assume responsibility for the accuracy, completeness, or fairness of the information contained in this Official Statement.

RELATIONSHIP OF CERTAIN PARTIES

JPMorgan Chase Bank, National Association is a party to a Standby Bond Purchase Agreement and has entered into Qualified Swap Agreements with the Authority.  J. P. Morgan Securities Inc. is expected to be the underwriter and remarketing agent or broker-dealer with respect to certain of the Series 2007 Bonds.  J. P. Morgan Securities Inc. and JPMorgan Chase Bank, National Association are affiliated and are subsidiaries of JPMorgan Chase & Co.  Citibank, N.A. is a party to a Standby Bond Purchase Agreement and has entered into Qualified Swap Agreements with the Authority.  Citigroup Global Markets Inc. is expected to be the underwriter and remarketing agent with respect to certain of the Series 2007 Bonds.  Citigroup Global Markets Inc. and Citibank, N.A. are affiliated and are subsidiaries of Citigroup Inc.

RM1, RM2 and the Seismic Retrofit Program and related activities, including the sale of the Series 2007 Bonds, have been made possible, in part, by hiring underwriters, remarketing agents, broker-dealers, bond insurers, reserve surety providers, liquidity providers and interest rate swap counterparties to assist the Authority.  Certain of these entities or their affiliates have and continue to participate in more than one capacity in financings for the Authority.  

FINANCIAL STATEMENTS

Audited financial information relating to the Authority is included in the MTC’s Comprehensive Annual Financial Report for Fiscal Year ended June 30, 2006.  MTC’s Comprehensive Annual Financial Report for Fiscal Year ended June 30, 2006 is included as part of Appendix A.  The MTC does not prepare separate financial statements for the Authority.  PriceWaterhouseCoopers llp was not requested to consent to the inclusion of its report in Appendix A, nor has it undertaken to update its report or to take any action intended or likely to elicit information concerning the accuracy, completeness or fairness of the statements made in this Official Statement, and no opinion is expressed by PriceWaterhouseCoopers llp with respect to any event subsequent to the date of its report.  The Authority represents that there has been no material adverse change in its financial position since June 30, 2006.

CONTINUING DISCLOSURE

The Authority has covenanted for the benefit of the Owners and Beneficial Owners of the 2007 Auction Rate Bonds and the 2007 Fixed Rate Bonds to cause to be provided annual reports to each nationally recognized municipal securities information repository or the Municipal Securities Rulemaking Board and any public or private repository or entity designated by the State as a state repository (each a “Repository”) for purposes of Rule 15c2-12(b)(5) promulgated by the Securities and Exchange Commission (the “Rule”), including its audited financial statements and certain operating and other information as described in the Continuing Disclosure Agreement.  The Authority will, or will upon written direction cause the Dissemination Agent to, not later than nine (9) months after the end of the Authority’s fiscal year (presently June 30), commencing with the report for fiscal year ending June 30, 2007, provide to each Repository an annual report pursuant to the requirements of the Continuing Disclosure Agreement.

The Authority has covenanted to provide, or cause to be provided, to each Repository in a timely manner notice of the following “Listed Events” if determined by the Authority to be material:  (1) principal and interest payment delinquencies, (2) non-payment related defaults, (3) unscheduled draws on the debt service reserves reflecting financial difficulties, (4) unscheduled draws on credit enhancements reflecting financial difficulties, (5) substitution of credit or liquidity providers, or their failure to perform, (6) adverse tax opinions or events adversely affecting the tax-exempt status of any series of the 2007 Auction Rate Bonds, (7) modifications to rights of Owners of any series of the 2007 Auction Rate Bonds, (8) optional, contingent or unscheduled bond calls, (9) defeasances, (10) release, substitution or sale of property securing repayment of any series of the 2007 Auction Rate Bonds and (11) rating changes.  These covenants have been made in order to assist the Underwriters in complying with Rule.  The Authority has never failed to comply in all material respects with any previous undertakings with regard to the Rule to provide annual reports or notices of material events. See APPENDIX F - “FORM OF CONTINUING DISCLOSURE AGREEMENT.”

MISCELLANEOUS

This Official Statement is not to be construed as a contract or agreement between the Authority and holders of any of the Series 2007 Bonds.  All quotations from and summaries and explanations of the Indenture, and of other statutes and documents contained herein, do not purport to be complete, and reference is made to said documents and statutes for full and complete statements of their provisions.

Any statements in this Official Statement involving matters of opinion are intended as such and not as representations of fact.

The execution and delivery of this Official Statement by the Executive Director of the Authority has been duly authorized by the Authority.

	
	BAY AREA TOLL AUTHORITY

	
	By:


Executive Director


APPENDIX A

METROPOLITAN TRANSPORTATION COMMISSION 
COMPREHENSIVE ANNUAL FINANCIAL REPORT 
FOR FISCAL YEAR ENDED JUNE 30, 2006

APPENDIX B

ECONOMY OF THE BAY AREA

The following information is provided as general information and has been obtained from sources the Authority believes to be reliable.  The Authority makes no representations as to the accuracy or completeness of the information included herein and will not undertake to update any information in this Appendix B.

The Bay Area

General.  The San Francisco Bay Area (the “Bay Area”) comprises the nine counties which border the San Francisco Bay (the “Bay”).  Over 7 million people reside in the Bay Area.  The City and County of San Francisco and the County of San Mateo (“San Mateo County”) are the two counties nearest the western end of the San Francisco-Oakland Bay Bridge.  The County of Alameda (“Alameda County”) and the County of Contra Costa (“Contra Costa County”) are the two counties nearest the eastern end of the San Francisco-Oakland Bay Bridge.  The County of Marin (“Marin County”), the County of Napa (“Napa County”) and the County of Sonoma (“Sonoma County”) are located to the northwest of the San Francisco-Oakland Bay Bridge and the County of Solano (“Solano County”) is northeast of San Francisco and north of Contra Costa County.  The County of Santa Clara (“Santa Clara County”) is located south and west of the Dumbarton Bridge and is at the southern‑most region of the San Francisco Bay.  The Bay Area comprises nearly 7,400 square miles of land.  The City and County of San Francisco occupies approximately 47 square miles, Alameda County occupies 825 square miles, Contra Costa County occupies approximately 798 square miles, Marin County occupies 588 square miles, Napa County occupies 797 square miles, San Mateo County occupies 531 square miles, Santa Clara County occupies 1,316 square miles, Solano County occupies 872 square miles and Sonoma County occupies 1,604 square miles.

The City and County of San Francisco occupies the tip of a peninsula situated between the Pacific Ocean and San Francisco Bay and is separated from Marin County and other northerly counties by the waterway known as the Golden Gate, which forms the entrance to the Bay and is spanned by the Golden Gate Bridge.

Alameda and Contra Costa Counties, bordering the east side of the Bay (sometimes referred to herein as the “East Bay”) across from San Francisco, stretch eastward up to 40 miles beyond the series of hills between the Bay and the Central Valley (the Sacramento and San Joaquin Valleys) of California.  Contra Costa County is bordered on the northwest by San Pablo Bay and the north by the Carquinez Strait and the extensive Delta area of the Sacramento and San Joaquin Rivers, which empty into the Bay.  Alameda County adjoins Santa Clara at the southern tip of the Bay.

San Mateo County, located directly south of the City and County of San Francisco on the San Francisco Peninsula, has coastal mountains running north and south, dividing the lightly–populated western part of San Mateo County from the heavily‑populated eastern corridor between San Francisco and Santa Clara/Silicon Valley.  San Mateo County contains 20 incorporated cities and the San Francisco International Airport.

Marin County is linked to San Francisco by the Golden Gate Bridge and to the East Bay by the Richmond–San Rafael Bridge.  It is bordered on the north and northeast by Sonoma County and on the west by the Pacific Ocean.

Napa County is located approximately fifty miles northeast of San Francisco.  Napa County is bordered on the west by Sonoma County, on the northeast by Yolo County, on the north by Lake County and to the southeast by Solano County.  Napa County is characterized by northwest to southeast mountain ranges and valleys, the major valley being that of the Napa River.

Santa Clara County is the largest county by population in the San Francisco Bay Area.  It is bordered by Alameda County and a small portion of the San Francisco Bay on the north, Stanislaus and Merced Counties on the east, San Benito County on the south and San Mateo and Santa Cruz Counties on the west.

Solano County is located approximately 35 miles northeast of San Francisco and 35 miles southwest of Sacramento.  It is bordered by Napa County to the northwest, Yolo County to the northeast, Sacramento County to the east and Contra Costa County to the south.  Between Solano and Contra Costa Counties lies Suisun Bay, which is an extension of San Francisco Bay, and the confluence of the Sacramento and San Joaquin Rivers, which empty into San Pablo Bay through the Carquinez Straits.

Sonoma County is the northernmost of the nine greater San Francisco Bay Area counties.  It is bordered on the north and east by Mendocino, Lake, and Napa Counties and to the west and south by the Pacific Ocean, Marin County and San Pablo Bay.  Geographically, Sonoma County is divided almost equally into mountainous regions, rolling hills and valley land.  Three narrow valleys separated by mountains, run northwest to southeast.  Elevations range from sea level to 4,262 feet at Mt. Saint Helena, where Sonoma, Napa and Lake Counties converge.

Alameda County.  According to California’s Department of Finance, an estimated population of more than 1.5 million ranks Alameda County as the seventh most populous county in California.  Alameda County’s population increased 18.3% between 1990 and 2006 and it accounts for approximately 21.2% of the population in the Bay Area Counties.  

Alameda County has a diverse economic base.  Across all industries, Alameda County recorded a loss of 28,700 jobs over the years 2001-2005.  Most of the loss occurred in trade, transportation and utilities.  However, despite the overall loss, other industries such as financial activities, educational and health services and leisure and hospitality added a total of 16,900 jobs over the years 2000-2004.  In 2004, the largest employment sector was services, which accounted for 36.5% of total employment.  Major private sector employers in Alameda County include Kaiser Permanente, Lawrence Livermore National Laboratory, Safeway Inc., New United Motor Manufacturing and Wells Fargo & Co., as shown in the table on page B-7.

City and County of San Francisco.  The City and County of San Francisco represents approximately 11.1% of the total population of the Bay Area.  The population of San Francisco is relatively dense, yet has continued to increase slowly in recent years.  The population of the City and County of San Francisco increased 10.4% between 1990 and 2006.

The City and County of San Francisco possesses a large service sector at 48.9% of total employment in 2004.  Finance and Insurance follow at 11.5%.  Major private sector employers in San Francisco County include Wells Fargo & Co., California Pacific Medical Center, PG&E Corporation, Gap, Inc. and Kaiser Permanente, as shown in the table on page B-8.

Contra Costa County.  Contra Costa County is predominately an affluent, low‑density residential area with approximately 14.4% of the population of the Bay Area.  The population of Contra Costa County increased 27.7% between 1990 and 2006.  According to the California Department of Finance projections, by the year 2020 Contra Costa County will be home to more than 1.3 million residents.

Contra Costa County has one of the fastest–growing work forces among Bay Area counties, with growth in its employment base being driven by the need to provide services to an increasing local population and the immigration of white‑collar jobs as a result of the relocation of companies from costlier locations in the Bay Area.  After peaking at 6.1% in 2003, the unemployment rate declined to 4.8% in 2005, which was substantially below the State’s 5.4% unemployment rate.  The services sector accounted for 39.0% of total employment in 2004.  Other sectors posting strong growth included manufacturing and construction.  Major private sector employers in Contra Costa County include Kaiser Permanente, AT&T, Inc., Safeway, Inc., ChevronTexaco Corporation and John Muir/Mt. Diablo Health System, as shown in the table on page B-8.

Marin County.  Marin County accounts for approximately 3.6% of the population of the Bay Area.  Marin County’s population increased 10.2% between 1990 and 2006.

Although Marin County is primarily a suburban residential and recreational area, ranching and dairy farming are major features of the rural areas of West Marin.  Industry in Marin County includes movie and video production, computer software, communications equipment, printing, and the manufacture of plastic products, ceramics, candles and cheese.  The unemployment rate in 2005 was 3.8%, which was significantly lower than the State’s 5.4% unemployment rate.  The services sector accounts for approximately 46.6% of the total employment of the county, and retail trade, another significant employment sector, accounts for 18.0% of the total employment in 2004.  Major private sector employers in Marin County include Kaiser Permanente, Marin General Hospital, Fireman’s Fund Insurance Co., and Safeway, Inc., as shown in the table on page B-8.
Napa County.  Napa County comprises approximately 1.9% of the total population of the Bay Area.  Napa County’s population increased 21.1% between 1990 and 2006.  

Napa County’s primary industry is agriculture with a substantial presence in the wine industry.  The services sector accounts for 35.7% of total employment, while retail trade comprised 13.5% of Napa County’s total employment in 2004.  Major private sector employers in Napa County include Napa State Hospital, Napa Valley Unified School District, Cultured Stone Corporation, Queen of the Valley Hospital and the Veterans’ Home of California, as shown in the table on page B-9.
San Mateo County.  San Mateo County comprises approximately 10.2% of the population of the Bay Area.  The population of San Mateo County increased 11.7% between 1990 and 2006.  

San Mateo County’s labor force declined 6.9% between 2001 and 2005.  However, the county’s unemployment rate dropped to 4.3% from a high of 5.9% in 2003 and consistently posted lower rates than the State during this time period.  The unemployment rate in 2005 was 4.3% compared to the State’s 5.4% unemployment rate.  Between 2000 and 2004, San Mateo County’s industry employment decreased by 12.8%.  During this time period, the largest employment gains included health and educational services, other services and leisure and hospitality.  In 2004 the service sector accounted for 38.8% of total employment.  Major private sector employers in San Mateo County include United Airlines, Hewlett-Packard Co., Oracle, Genentech Inc. and Kaiser Permanente, as shown in the table on page B-9.

Santa Clara County.  Santa Clara County comprises approximately 24.9% of the population of the Bay Area.  The population of Santa Clara County increased 18.6% between 1990 and 2006.  Santa Clara County is the largest county in the Bay Area, and is 6th largest in the state.  

The service sector is the largest industry in Santa Clara County and accounts for 41.3% of the total employment in 2004.  Manufacturing is also a major industry and comprises 19.7% of total employment, while retail trade represents 9.4% of the total job force.  Major private sector employers in Santa Clara County include Cisco Systems Inc., Intel Corp., Solectron Corporation, Stanford University Hospital and Santa Clara Valley Medical Center, as shown in the table on page B-9.

Solano County.  Solano County accounts for approximately 5.9% of the population of the Bay Area.  Solano County’s population increased by 23.5% between 1990 and 2006.  

During calendar year 2005, Solano County’s labor force averaged 209,500, an increase of 4.7% since 2001.  Agriculture and military installations have historically been strong contributors to Solano County’s economy.  A key element of Solano County’s rapid growth has been migration into Solano County.  The availability of land and the relatively low cost of housing have attracted additional growth to Solano County.  The service sector is the largest industry in Solano County and accounted for 34.7% of total employment in 2004.  Retail trade is another important sector representing 17.4% of total employment while the governmental sector remains dominant in Solano County’s economy with 19.7% of total employment.  Major private sector employers in Solano County are Kaiser Permanente, Northbay Medical Center, Six Flags Marine World, ALZA Corporation and Albertson’s Distribution Center, as shown in the table on page B-10.
Sonoma County.  Sonoma County comprises approximately 6.7% of the Bay Area population.  The population of Sonoma County increased 23.2% between 1990 and 2006.  

The service sector is the largest industry in Sonoma County and accounts for 36.2% of total employment in 2004.  Manufacturing represents 12.7% and the governmental sector remains strong in Sonoma County’s economy with 15.5% of total employment.  Major private sector employers in Sonoma County include Santa Rosa Junior College, St, Joseph Health System, Kaiser Permanente, Agilent Technologies and Sonoma State University, as shown in the table on page B-10.

Population and Employment

Population.  The table below shows population for the Bay Area for the calendar years 1990, 2000 and 2001 through 2006.  Between 1990 and 2006 population in the Bay Area increased by 18.3%.
BAY AREA POPULATION
1990, 2000 and 2002-2006
(1990, 2000 as of July 1; 2002-2006 as of January 1)

	
	1990
	2000
	2002
	2003
	2004
	2005
	2006
	Percent Change 1990-2006

	Alameda County
	1,276,100
	1,453,173
	1,484,700
	1,487,700
	1,496,968
	1,500,228
	1,510,303
	18.3%

	Contra Costa County
	806,300
	956,328
	980,900
	992,700
	1,008,944
	1,019,101
	1,029,377
	27.7%

	Marin County
	229,900
	248,247
	248,500
	249,800
	251,330
	251,820
	253,341
	10.2%

	Napa County
	111,000
	124,993
	128,100
	130,100
	131,837
	132,990
	134,444
	21.1%

	San Mateo County
	648,200
	710,836
	714,400
	709,200
	718,993
	719,655
	724,104
	11.7%

	Santa Clara County
	1,495,300
	1,693,040
	1,716,800
	1,719,500
	1,740,699
	1,752,653
	1,773,258
	18.6%

	Solano County
	342,500
	397,187
	405,600
	412,200
	417,447
	420,307
	422,848
	23.5%

	Sonoma County
	389,500
	461,464
	468,600
	469,500
	474,993
	477,697
	479,929
	23.2%

	City and County of
  San Francisco
	723,200
	781,028
	789,100
	789,700
	793,403
	792,952
	798,680
	10.4%

	TOTAL
	6,023,990
	6,828,296
	6,938,702
	6,962,403
	7,036,618
	7,069,408
	7,128,290
	18.3%


Source:
State of California Department of Finance.

Employment.  As of 2005, approximately over 3.3 million people in the Bay Area are employed, with less than 203,900 of the labor force estimated to be unemployed.  The table below sets forth information regarding the size of the labor force, employment and unemployment rates for counties in the Bay Area, the State of California and the United States for the years 2001 through 2005.

BAY AREA LABOR FORCE – EMPLOYMENT/UNEMPLOYMENT
ANNUAL AVERAGES 2001-2005

	
	2001
	2002
	2003
	2004
	2005

	Alameda County
Labor Force
	777,900
	774,600
	760,200
	751,700
	749,200

	Employment
	740,500
	722,100
	707,300
	706,800
	710,300

	Unemployment Rate
	4.8%
	6.8%
	7.0%
	6.0%
	5.2%

	Contra Costa County
Labor Force
	508,000
	512,300
	511,600
	507,700
	512,900

	Employment
	487,500
	483,100
	480,500
	480,100
	488,300

	Unemployment Rate
	4.0%
	5.7%
	6.1%
	5.4%
	4.8%

	Marin County
Labor Force
	139,900
	134,900
	131,400
	130,000
	130,400

	Employment
	135,000
	128,300
	124,900
	124,200
	125,400

	Unemployment Rate
	3.5%
	4.9%
	4.9%
	4.4%
	3.8%

	Napa County
Labor Force
	71,300
	71,500
	71,200
	72,300
	72,000

	Employment
	68,800
	68,300
	67,800
	69,000
	69,000

	Unemployment Rate
	3.5%
	4.4%
	4.7%
	4.6%
	4.2%

	San Francisco County
Labor Force
	469,300
	450,300
	433,100
	426,000
	422,400

	Employment
	445,300
	418,600
	403,400
	400,900
	400,900

	Unemployment Rate
	5.1%
	7.0%
	6.9%
	5.9%
	5.1%

	San Mateo County
Labor Force
	392,400
	378,900
	369,300
	363,400
	365,400

	Employment
	377,300
	357,200
	347,500
	345,400
	349,700

	Unemployment Rate
	3.8%
	5.7%
	5.9%
	5.0%
	4.3%

	Santa Clara County
Labor Force
	938,200
	889,800
	849,900
	828,800
	824,800

	Employment
	890,000
	814,200
	777,700
	774,200
	779,800

	Unemployment Rate
	5.1%
	8.5%
	8.5%
	6.6%
	5.5%

	Solano County
Labor Force
	201,100
	207,900
	207,000
	208,400
	210,500

	Employment
	192,000
	196,000
	193,800
	196,100
	199,100

	Unemployment Rate
	4.5%
	5.7%
	6.4%
	5.9%
	5.4%

	Sonoma County
Labor Force
	257,800
	257,700
	254,800
	256,800
	256,300

	Employment
	248,400
	244,600
	240,900
	244,100
	245,000

	Unemployment Rate
	3.7%
	5.1%
	5.5%
	4.9%
	4.4%

	State of California
Labor Force
	17,150,000
	17,326,900
	17,414,000
	17,552,300
	17,695,600

	Employment
	16,217,500
	16,166,100
	16,223,500
	16,459,900
	16,746,900

	Unemployment Rate
	5.4%
	6.7%
	6.8%
	6.2%
	5.4%

	United States
Labor Force
	143,769,000
	144,857,000
	146,587,000
	147,386,000
	149,299,000

	Employment
	136,939,000
	136,480,000
	137,731,000
	139,244,000
	141,719,000

	Unemployment Rate
	4.8%
	5.8%
	6.0%
	5.5%
	5.1%


Source: California data – California Employment Development Department, Labor Market Information Division. 
National data‑U.S. Department of Labor, Bureau of Labor Statistics.

The table below shows nonagricultural employment for the Bay Area by industry sector in 2005.

BAY AREA ANNUAL AVERAGE NONAGRICULTURAL
EMPLOYMENT BY INDUSTRY SECTOR
2005

	
	Alameda and Contra Costa Counties(1)
	Santa Clara County(2)
	Solano County
	Napa County
	Sonoma County
	San Mateo, Marin, and San Francisco Counties(3)
	TOTAL

	Natural Resources and Mining
	1,100
	200
	400
	100
	200
	200
	2,200

	Construction
	74,000
	44,300
	13,500
	4,400
	14,300
	41,500
	192,000

	Manufacturing
	95,400
	171,100
	9,200
	11,400
	23,700
	43,000
	353,800

	Trade, Transportation, and Utilities
	195,200
	132,200
	27,400
	9,100
	34,700
	163,900
	562,500

	Information
	30,400
	34,700
	1,600
	700
	3,800
	41,100
	112,300

	Financial Activities
	70,500
	36,200
	6,200
	2,700
	9,700
	87,900
	213,200

	Professional and Business Services
	150,600
	159,600
	11,100
	5,500
	20,400
	182,500
	529,700

	Educational and Health Services
	118,600
	96,500
	15,800
	7,900
	22,600
	100,900
	362,300

	Leisure and Hospitality
	82,600
	72,300
	12,500
	8,600
	20,500
	115,800
	312,300

	Other Services
	35,800
	25,100
	4,200
	1,800
	6,200
	37,300
	110,400

	Government
	180,000
	96,000
	25,400
	10,000
	30,400
	129,300
	471,100

	TOTAL *
	1,034,200
	868,000
	127,300
	61,900
	186,500
	943,600
	3,221,500


___________________________________________

* Figures may not foot due to independent rounding.

Source: California Employment Development Department.

Note:  Certain columns reflect a Metropolitan Statistical Area (MSA). As defined by the California Employment Development Department, a MSA is a large population nucleus, together with adjacent communities that have a high degree of economic and social integration with that nucleus and may comprise one or more counties. A MSA may also include one or more outlying counties that have close economic and social relationships with the central county.

(1)
 Figures reflect the Oakland-Fremont-Hayward MSA.

(2)
 Figures reflect the San Jose- Sunnyvale-Santa Clara MSA.

(3)
Figures reflect the San Francisco MSA.

Major Employers.  The following tables set forth the major employers in each Bay Area county.

BAY AREA MAJOR EMPLOYERS

	Alameda County (2006)
	Industry
	Number of
Employees

	Kaiser Permanente
	Healthcare
	24,095(1)

	University of California, Berkeley
	Education
	20,576

	State of California
	State Government
	9,294(1)

	Alameda County
	County Government
	8,593

	Lawrence Livermore National Laboratory
	Research
	8,490

	Safeway Inc.
	Retail Supermarkets and Corporate Offices
	8,220(1)

	United States Postal Service
	Postal Service
	8,138(1)

	New United Motor Manufacturing
	Auto Manufacturer
	5,500

	Oakland Unified School District
	Education
	5,070

	Wells Fargo & Co.
	Financial Services
	4,931(1)

	Alta Bates Summit Medical Center
	Hospital
	4,917

	City of Oakland
	City Government
	4,700

	Bay Area Rapid Transit
	Transpiration
	3,900

	Lawrence Berkeley National Laboratory
	Research
	3,800

	PG&E Corp.
	Energy Holding
	2,680(1)

	Children’s Hospital & Research Center
	Healthcare
	2,631


Source:
2007 San Francisco Business Times Book of Lists.

(1)
Figures reflect employees in the East Bay, which includes Contra Costa County.
	City and County of San Francisco (2006)
	Industry
	Number of
Employees

	City and County of San Francisco
	City and County Government
	26,665

	University of California, San Francisco
	Education
	17,500

	Wells Fargo & Co.
	Financial Services
	8,139

	State of California
	State Government
	6,226

	California Pacific Medical Center
	Hospital
	5,5569

	San Francisco Unified School District
	Education
	5,557

	United States Postal Service
	Postal Service
	4,935

	PG&E Corporation
	Energy Holding Company
	4,800

	Gap, Inc.
	Specialty Retailer
	4,075

	Kaiser Permanente
	Healthcare
	3,918


Source:
2007 San Francisco Business Times Book of Lists.

	Contra Costa County (2006)
	Industry
	Number of
Employees

	Kaiser Permanente
	Healthcare
	24,095(1)

	AT&T Inc.
	Telecommunications
	10,480

	State of California
	State Government
	9,294(1)

	Contra Costa County
	County Government
	8,381

	Safeway Inc.
	Retail Supermarkets and Corporate Offices
	8,220(1)

	United States Postal Service
	Postal Service
	8,128(1)

	ChevronTexaco Corp.
	Oil
	6,327

	John Muir/Mt. Diablo Health System
	Healthcare
	5,600

	Wells Fargo & Co.
	Financial Services
	4,931(1)

	Mt. Diablo Unified School District
	Education
	3,479

	PG&E Corp.
	Energy Holding
	2,680(1)

	San Ramon Unified School District
	Education
	2,328


Source:
2007 San Francisco Business Times Book of Lists.

(1) 
Figures reflect employees in the East Bay, which includes Alameda County.

	Marin County (2006)
	Industry
	Number of Employees

	County of Marin
	County Government
	2,500

	State of California
	State Government
	1,893

	Kaiser Permanente 
	Health Care
	1,751

	Marin General Hospital
	Hospital
	1,453

	Fireman’s Fund Insurance Co.
	Insurance
	1,206

	Safeway Inc.
	Retail Grocery Stores
	1,000

	Autodesk, Inc.
	Software
	993

	Golden Gate Bridge Highway & Transit
	Transit District
	822

	Novato Unified School District
	Education
	773

	United States Postal Service
	Postal Service
	661


Source: 
2007 San Francisco Business Times Book of Lists.

	Napa County (2005)
	Industry
	Number of
Employees

	Napa State Hospital
	Psychiatric Hospitals
	2,006

	Napa Valley Unified School District
	Education
	2,000

	Cultured Stone 
	Concrete Products
	1,500

	Queen of the Valley Hospital
	Hospital
	1,400

	County of Napa 
	Government
	1,289

	Veterans’ Home of California
	Government – Specialty Hospital
	1,000

	St. Helena Hospital
	Hospital
	1,000

	Silverado Country Club
	Resorts
	575

	Dey Laboratories, Inc.
	Physicians Equip. & Supls-Mfrs
	547

	Napa Valley Community College
	Education
	525


Sources: 
Napa Valley Economic Development Corporation 

State of California Employment Development Department 

County Executive Office – County of Napa, California

	San Mateo County (2006)
	Industry
	Number of
Employees

	Stanford University
	Education
	10,855

	United Airlines
	Airline
	10,100

	Hewlett-Packard Co.
	Computer Hardware
	8,280

	Oracle Corporation
	Prepackaged Software
	7,328

	Genentech Inc.
	Biotechnology
	7,125

	County of San Mateo 
	County Government
	5,500

	Kaiser Permanente
	Health care
	4,020

	United States Postal Service
	Postal service
	2,492

	Safeway Inc.
	Retail Grocery Store
	2,220

	San Mateo County Community College District
	Education
	2,000


Source:
2007 San Francisco Business Times Book of Lists; Hewlett Packard Co. information is a San Francisco Business Times estimate.

	Santa Clara County (2004)
	Industry
	Number of
Employees

	Cisco Systems, Inc.
	Computer & Data Processing Services
	20,000

	Intel Corp.
	Electronic Components & Accessories
	8,000

	Solectron Corp.
	Electronic Components & Accessories
	6,930

	Stanford University Hospital
	Hospitals
	6,800

	Santa Clara Valley Medical Center
	Hospitals
	3,000

	Sun Microsystems, Inc.
	Computer & Office Equip. Mfrg.
	2,500

	IBM Corp.
	Computer & Office Equip. Mfrg.
	2,500

	KLA-Tencor Corp.
	Electronic Components & Accessories
	2,000

	Agilent Technologies, Inc.
	Electronic Components & Accessories
	2,000

	Apple Computer, Inc.
	Computer & Office Equip. Mfrg.
	1,400


Source:
America’s Labor Market Information System; www.calmis.cahwnet.gov
2005 Northern California Business Directory and Buyers Guide

	Solano County (2005)
	Industry
	Number of
Employees

	Kaiser Permanente 
	Health Services
	2,735

	NorthBay Medical Center 
	Health Services
	1,301

	Six Flags Marine World
	Entertainment
	1,200

	ALZA Corporation
	Biotech Manufacturing
	700

	Albertson’s Distribution Center
	Distribution
	700

	Sutter Solano Medical Center
	Health Services
	674

	Westamerica Bancorporation
	Finance
	542

	Genentech
	Biotech Manufacturing
	500

	Valero Refining Company
	Oil (Refinery)
	480

	Anheuser-Busch Brewery
	Manufacturing (Brewery)
	465


Source: 
County of Solano, 2005 Facts & Figures.  Information includes only private sector employers.

	Sonoma County
	Industry
	Number of
Employees

	County of Sonoma
	County Government
	5,022

	State of California
	State Government
	3,596

	Santa Rosa Junior College
	Community College
	3,332

	St. Joseph Health System
	Hospital
	2,750

	Kaiser Permanente
	HMO and Hospital
	2,500

	Agilent Technologies
	Test and Measurement Equipment
	2,200

	United States Government
	U.S. Government
	1,929

	Santa Rosa City Schools
	Education
	1,566

	Sonoma State University
	Education
	1,532

	Safeway Inc.
	Retail Grocery Store
	1,475


Source:
pressdemocrat.com.  “Outlook 2005 Sonoma County 350 – Top 25 Employers.”  Information includes both private and public sector employers.

Personal Income

Total personal income of $323.7 million was reported for the Bay Area in 2004, more than 25% of the total personal income in California and a 5.1% increase from 2003.  The following table illustrates the 2004 per capita personal income and the ranking within the state for counties in the Bay Area.

BAY AREA
PER CAPITA PERSONAL INCOME
2004


	
	Per Capita Personal Income
	Ranking in
California
	% of US Average

	Alameda
	$40,920
	7th 
	124%

	Contra Costa
	46,211
	5th 
	140

	Marin
	69,115
	1st 
	209

	Napa
	40,666
	8th 
	123

	San Francisco
	57,997
	2nd 
	175

	San Mateo
	54,807
	3rd 
	167

	Santa Clara
	49,132
	4th 
	149

	Solano
	31,967
	22nd
	97

	Sonoma
	38,901
	11th 
	118

	Bay Area Average
	47,746
	--
	144

	California 
	35,219
	--
	107

	National 
	33,050
	--
	---


Source:
U.S. Department of Commerce Bureau of Economic Analysis.

Industry

The Bay Area’s diverse industry features tourism and high technology, and the area is home to the headquarters of 55 of the United States’ Fortune 500 firms.

The region’s economy ranks as one of the largest in the world and includes a number of cutting-edge industries.  It serves as an incubator for the high technology industry, biotechnology research and product development.  The Bay Area also encompasses a renowned wine-growing region and a world-class financial center.

The Bay Area ranks first among metropolitan areas nationwide in productivity in the bioscience, computer and electronics, telecommunications, environmental technology, and business services industries.  These industries drive innovation, economic growth and job generation in the region.  Within the Bay Area, the area commonly referred to as Silicon Valley has the highest concentration of jobs in these knowledge-based industries.

Transportation and Infrastructure 

In addition to the BATA Bridges and the Golden Gate Bridge, the Bay Area has approximately 18,000 miles of local streets and roads, approximately 1,400 miles of highways, six public ports and five commercial airports, including San Francisco International Airport, Oakland International Airport, and Norman Y. Mineta San Jose International Airport (“San Jose International Airport”).

San Francisco International Airport is the 14th largest airport in the United States in terms of passengers and the 13th largest in the United States in terms of air cargo.  It handled 32.8 million passengers in calendar year 2005.  San Francisco International Airport served 50.1% of total domestic air passenger traffic and 93.2% of total international air passenger traffic at the three Bay Area airports during calendar year 2005.  In 2005, San Francisco International Airport handled 590,556 metric tons of cargo.

The Oakland International Airport handles over 14 million passengers and nearly 667,000 metric tons of air cargo annually.  Oakland International Airport broke ground on its Terminal 2 improvement project in April 2004. This $300 million project, portions of which have already been completed, with the remaining scheduled for completion in stages by 2008, includes construction of a new concourse with five additional boarding gates and waiting areas; a modern, centralized food, beverage and retail shopping area; expanded ticketing, security and baggage claim facilities; and new utilities.  The terminal expansion project is part of the airport’s proposed $800 million development program that is a group of 18 projects that will enable the airport to handle 13.8 million passengers and one million metric tons of cargo.

San Jose International Airport has grown 84% since 1987.  In 2005, San Jose International Airport handled over 10.9 million passengers. The San Jose International Airport also handled 201.5 million pounds of cargo.  San Jose International Airport generates 70,000 jobs in the San Jose area, $4 billion a year in direct business spending in the local community, $136.6 million a year in operating revenue, $2 billion a year in personal income, $470 million a year in local and state taxes, plus another $60 million in federal aviation‑specific taxes.  Twenty-nine of the nation’s 100 fastest growing technology companies are located within 30 miles of the Airport.

There are eight primary public transit systems and numerous local transit operators, together carrying an average weekday ridership of more than 1.1 million.  The combined annual operation budget of the transit agencies is nearly $1 billion, placing this region among the top transit operating budgets in the nation.  Among the major public transit systems are San Francisco Bay Area Rapid Transit District (“BART”) and Caltrain.  BART operates a 104 mile rail service between the East Bay and San Francisco with 43 stations in northern San Mateo, San Francisco, Alameda, and Contra Costa Counties.  Caltrain, another rail system, has 34 stations and 77 miles of track which run from San Francisco south to Gilroy.  In addition, in the Bay Area there are numerous specialized services for elderly and disabled travelers.

Visitor and Convention Business

San Francisco hosted over 15.74 million visitors in 2005. These visitors spent an estimated $7.37 billion in local businesses.  Visitor dollars support local hotels, restaurants, shops and attractions.  Visitor spending also bolsters broad segments of the San Francisco's economy through its income generation, spillover spending effects and broad positive influence on government finances. 

San Jose attracts 4.7 million visitors and the Napa Valley wine country attracts another 4.8 million visitors.

Major tourist attractions located in the Bay Area include Alcatraz, Fisherman’s Wharf, the Golden Gate Bridge, more than 350 wineries in the Napa and Sonoma valleys, The Exploratorium, Paramount’s Great America, Marine World Africa/USA, marinas, museums, theaters, regional parklands and world-renowned restaurants.

The Moscone Center is one of San Francisco's most notable meeting and exhibition facilities.  The Moscone Center (composed of Moscone North, South and West) consists of more than two million square feet of building area, including over 700,000 square of exhibit space, up to 106 meeting rooms, and nearly 123,000 square feet of lobbies.  Moscone West along covers the better portion of one city block. In 2004, 937,440 attendees or exhibitors registered or were ticketed for an event at the Moscone Center.

In Santa Clara County, San Jose McEnery Convention Center provides over 425,000 square feet of function space, with 143,000 square feet of exhibit space, a 22,000 square foot ballroom, up to 30 meeting rooms capable of seating up to 2,400 theater‑style, and can accommodate banquets to 5,000.

Taxable Sales

The following chart sets forth historical taxable sales trends of Bay Area Counties and the State.

TAXABLE SALES TRENDS
for Bay Area Counties
2001 – 2005
($ in thousands)

	
	2001
	2002
	2003
	2004
	2005

	Counties:
	
	
	
	
	

	Alameda
	$  22,758,085
	$  21,264,629
	$  21,375,029
	$  22,996,365
	$  24,242,981

	Contra Costa
	12,256,721
	12,159,424
	12,223,295
	12,990,538
	13,480,075

	Marin
	3,950,152
	3,848,444
	3,891,300
	4,053,515
	4,171,444

	Napa
	1,946,548
	2,068,249
	1,981,693
	2,128,261
	2,320,046

	San Francisco
	12,455,236
	11,589,440
	11,496,746
	12,207,507
	13,025,974

	San Mateo
	12,859,589
	11,614,809
	11,358,439
	11,808,074
	12,451,350

	Santa Clara
	32,133,247
	27,453,942
	27,062,663
	28,491,576
	30,193,802

	Solano
	4,748,319
	5,077,143
	5,339,025
	5,752,631
	6,037,305

	Sonoma
	6,819,365
	6,702,865
	6,796,205
	7,189,087
	7,622,099

	Total Bay Area
	$109,927,262
	$101,778,945
	$101,524,395
	$107,617,554
	$113,545,076

	Total Statewide
	$441,517,560
	$440,950,094
	$460,096,468
	$500,076,783
	$536,904,428


Source:
State of California, Board of Equalization

Construction Activity

Building permits for 26,901 residential units were issued in 2005, which represents a 0.6% decrease from 2004.  Building permit valuations for residential units increased 9.7% during 2005.

BAY AREA BUILDING PERMITS AND VALUATIONS
2000-2005

(dollar amounts are in thousands)

Alameda County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$473,545
	$699,805
	$663,584
	$749,898
	$518,956

	New Multi-dwelling
	173,662
	145,233
	316,356
	475,596
	482,930

	Additions, alterations
	    239,408
	      241,224
	      279,937
	307,825
	392,480

	  Total Residential
	$886,614
	$1,086,263
	$1,259,877
	$1,533,319
	$1,394,366

	
	
	
	
	
	

	New Commercial
	$351,986
	$224,760
	$144,720
	$202,775
	$199,563

	New Industrial
	89,817
	86,495
	36,695
	53,262
	55,383

	Other
	41,889
	89,132
	122,628
	100,467
	105,367

	Additions, alterations
	      539,366
	    369,882
	    304,239
	    349,232
	413,424

	  Total Nonresidential
	$1,023,058
	$770,269
	$608,282
	$705,736
	$773,737

	
	
	
	
	
	

	Total Valuation
	$1,909,672
	$1,856,531
	$1,868,159
	$2,239,055
	$2,168,103

	
	
	
	
	
	

	Single-Unit Permit
	1,613
	2,306
	2,087
	2,269
	1,518

	Multi-Unit Permit
	1,522
	1,266
	2,433
	3,422
	2,998

	  Total Permits
	3,155
	3,572
	4,520
	5,691
	4,416


* Figures may not foot due to independent rounding.

Contra Costa County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$917,085
	$1,219,608
	$1,263,360
	$1,113,572
	$1,525,515

	New Multi-dwelling
	81,836
	60,107
	190,449
	123,333
	106,513

	Additions, alterations
	      171,687
	      213,248
	      230,428
	      233,108
	293,394

	  Total Residential
	$1,170,608
	$1,492,963
	$1,684,237
	$1,470,014
	$1,925,422

	
	
	
	
	
	

	New Commercial
	$262,717
	$134,262
	$128,738
	$102,549
	$87,900

	New Industrial
	8,832
	9,316
	33,047
	17,421
	21,156

	Other
	88,750
	87,959
	53,034
	68,104
	122,628

	Additions, alterations
	    164,673
	    143,628
	    197,299
	    187,109
	161,188

	  Total Nonresidential
	$524,972
	$375,165
	$412,118
	$375,184
	$392,872

	
	
	
	
	
	

	Total Valuation
	$1,695,580
	$1,868,128
	$2,096,355
	$1,845,197
	$2,318,294

	
	
	
	
	
	

	Single-Unit Permit
	4,152
	5,076
	4,965
	4,222
	5,452

	Multi-Unit Permit
	    984
	    729
	1,930
	1,261
	860

	  Total Permits
	5,136
	5,805
	6,895
	5,483
	6,312


* Figures may not foot due to independent rounding.

Marin County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$74,883
	$112,514
	$173,462
	$199,083
	$138,525

	New Multi-dwelling
	10,401
	17,696
	8,114
	51,040
	24,780

	Additions, alterations
	    118,564
	    129,407
	    160,485
	    170,556
	163,125

	  Total Residential
	$203,848
	$259,617
	$342,060
	$420,679
	$326,430

	
	
	
	
	
	

	New Commercial
	$38,734
	$6553
	$13,590
	$27,920
	18,804

	New Industrial
	3,303
	–
	–
	–
	–

	Other
	12,140
	13,137
	23,862
	19,558
	23,517

	Additions, alterations
	    45,449
	    57,463
	    48,476
	    46,185
	33,798

	  Total Nonresidential
	$99,625
	$77,153
	$85,929
	$93,663
	$76,119

	
	
	
	
	
	

	Total Valuation
	$303,473
	$336,770
	$427,989
	$514,342
	$402,549

	
	
	
	
	
	

	Single-Unit Permit
	188
	288
	652
	585
	326

	Multi-Unit Permit
	187
	152
	    60
	    442
	150

	  Total Permits
	375
	440
	712
	1,027
	476


* Figures may not foot due to independent rounding.

Napa County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$209,319
	$166,927
	$182,882
	$199,876
	$142,273

	New Multi-dwelling
	7,462
	43,063
	4,854
	20,921
	10,422

	Additions, alterations
	36,553
	35,874
	45,622
	37,107
	42,505

	  Total Residential
	$253,333
	$245,863
	$233,358
	$257,904
	$195,200

	
	
	
	
	
	

	New Commercial
	$80,469
	$37,428
	$23,041
	$27,618
	63,538

	New Industrial
	7,433
	7,503
	2,064
	6,406
	15,917

	Other
	23,819
	25,256
	34,159
	29,405
	36,460

	Additions, alterations
	      45,484
	      32,689
	    27,480
	    35,885
	44,151

	  Total Nonresidential
	$157,204
	$102,877
	$86,744
	$99,315
	$160,066

	
	
	
	
	
	

	Total Valuation
	$410,538
	$348,740
	$320,102
	$357,219
	$355,266

	
	
	
	
	
	

	Single-Unit Permit
	773
	610
	593
	661
	533

	Multi-Unit Permit
	134
	584
	56
	263
	120

	  Total Permits
	907
	1194
	649
	924
	653


* Figures may not foot due to independent rounding.

San Francisco County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$28,311
	$24,829
	$22,502
	$29,113
	$22,848

	New Multi-dwelling
	350,041
	203,462
	243,959
	374,471
	621,016

	Additions, alterations
	    253,746
	    259,393
	    280,360
	    315,574
	346,026

	  Total Residential
	$632,098
	$487,684
	$546,820
	$719,159
	$989,890

	
	
	
	
	
	

	New Commercial
	$232,290
	$375,484
	$16,683
	$36,360
	98,155

	New Industrial
	550
	5000
	–
	–
	29,587

	Other
	33,227
	28,067
	41,658
	23,295
	189,370

	Additions, alterations
	    417,179
	    328,955
	    320,303
	    422,265
	450,132

	  Total Nonresidential
	$683,246
	$737,506
	$378,644
	$481,920
	$767,244

	
	
	
	
	
	

	Total Valuation
	$1,315,344
	$1,225,189
	$925,464
	$1,201,079
	$1,757,134

	
	
	
	
	
	

	Single-Unit Permit
	96
	88
	73
	65
	53

	Multi-Unit Permit
	1,723
	1,242
	1,509
	2,303
	2,671

	  Total Permits
	1,819
	1,330
	1,582
	2,368
	2,724


* Figures may not foot due to independent rounding.

San Mateo County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$234,591
	$267,727
	$257,901
	$281,409
	$216,142

	New Multi-dwelling
	83,238
	97,884
	86,889
	48,006
	65,459

	Additions, alterations
	    197,900
	    221,182
	    265,316
	    272,003
	282,586

	  Total Residential
	$515,729
	$586,793
	$610,105
	$601,418
	$564,187

	
	
	
	
	
	

	New Commercial
	$362,813
	$185,884
	$14,481
	$131,712
	62,355

	New Industrial
	29,624
	12,421
	–
	5,541
	50,701

	Other
	31,457
	76,717
	52,574
	53,168
	60,463

	Additions, alterations
	    215,062
	    241,588
	    168,497
	    199,460
	229,201

	  Total Nonresidential
	$638,956
	$516,610
	$235,551
	$389,881
	$402,720

	
	
	
	
	
	

	Total Valuation
	$1,154,685
	$1,103,402
	$845,656
	$991,299
	$966,907

	
	
	
	
	
	

	Single-Unit Permit
	722
	653
	735
	633
	427

	Multi-Unit Permit
	    719
	    770
	    569
	    478
	465

	  Total Permits
	1,441
	1,423
	1,304
	1,111
	892


* Figures may not foot due to independent rounding.

Santa Clara County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$439,547
	$550,180
	$582,543
	$721,274
	745,052

	New Multi-dwelling
	329,062
	205,130
	534,709
	303,085
	398,689

	Additions, alterations
	      282,900
	      331,993
	      349,137
	      381,852
	416,269

	  Total Residential
	$1,051,509
	$1,087,303
	$1,466,390
	$1,406,210
	1,557,010

	
	
	
	
	
	

	New Commercial
	$739,861
	$426,455
	$207,969
	$179,304
	299,948

	New Industrial
	203,235
	27,502
	6,506
	45,923
	10,840

	Other
	219,292
	279,260
	127,713
	90,645
	152,686

	Additions, alterations
	    1,092,435
	      597,339
	    630,724
	    599,955
	822,245

	  Total Nonresidential
	$2,254,823
	$1,330,556
	$972,912
	$915,828
	1,285,719

	
	
	
	
	
	

	Total Valuation
	$3,306,332
	$2,417,860
	$2,439,302
	$2,322,038
	2,842,729

	
	
	
	
	
	

	Single-Unit Permit
	1,642
	2,057
	2,320
	2,689
	2,577

	Multi-Unit Permit
	4,318
	2,456
	5,170
	2,816
	3,295

	  Total Permits
	5,960
	4,513
	7,490
	5,505
	5,872


* Figures may not foot due to independent rounding.

Solano County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$326,436
	$333,452
	$424,981
	$461,639
	$458,686

	New Multi-dwelling
	50,354
	53,016
	36,847
	43,144
	33,620

	Additions, alterations
	      30,912
	      28,369
	      34,674
	      42,063
	53,706

	  Total Residential
	$407,701
	$414,837
	$496,502
	$546,846
	$546,012

	
	
	
	
	
	

	New Commercial
	$39,314
	$53,294
	$42,989
	$59,481
	$85,471

	New Industrial
	19,190
	38,152
	12,857
	21,827
	226,307

	Other
	50,876
	27,627
	38,526
	39,527
	37,652

	Additions, alterations
	      42,985
	      37,037
	      51,788
	      58,326
	49,006

	  Total Nonresidential
	$152,364
	$156,109
	$146,160
	$179,161
	$398,436

	
	
	
	
	
	

	Total Valuation
	$560,065
	$570,946
	$642,661
	$726,006
	$944,448

	
	
	
	
	
	

	Single-Unit Permit
	1,821
	1,791
	2,134
	2,418
	2,161

	Multi-Unit Permit
	    739
	    670
	    544
	    604
	392

	  Total Permits
	2,560
	2,461
	2,678
	3,022
	2,553


* Figures may not foot due to independent rounding.

Sonoma County*

	
	2001
	2002
	2003
	2004
	2005

	New Single-dwelling
	$307,681
	$295,769
	$322,260
	$302,186
	398,597

	New Multi-dwelling
	69,048
	31,115
	86,300
	57,640
	128,386

	Additions, alterations
	      71,003
	      72,698
	      75,013
	      81,301
	89,455

	  Total Residential
	$447,731
	$399,582
	$483,574
	$441,127
	616,438

	
	
	
	
	
	

	New Commercial
	$90,854
	$129,223
	$57,875
	$109,732
	79,741

	New Industrial
	22,228
	8,861
	12,448
	3,875
	3,127

	Other
	41,162
	43,709
	61,150
	45,222
	51,519

	Additions, alterations
	      57,848
	      62,599
	      67,676
	      81,846
	88,694

	  Total Nonresidential
	$212,092
	$244,392
	$199,149
	$240,675
	223,081

	
	
	
	
	
	

	Total Valuation
	$659,823
	$643,974
	$682,723
	$681,802
	839,519

	
	
	
	
	
	

	Single-Unit Permit
	1,646
	1,295
	1,388
	1,343
	1,639

	Multi-Unit Permit
	    922
	    540
	    951
	    598
	1,364

	  Total Permits
	2,568
	1,835
	2,339
	1,941
	3,003




* Figures may not foot due to independent rounding.

Source:
Construction Industry Research Board

Vehicle Ownership and Average Commute

The following table sets forth total vehicles and vehicles per capita in the Bay Area from 1930 to 2000.

VEHICLE OWNERSHIP IN THE BAY AREA
1930 – 2000

	Year
	Total Vehicles
	Vehicles Per Capita

	1930
	461,800
	0.29

	1940
	612,500
	0.35

	1950
	1,006,500
	0.38

	1960
	1,620,400
	0.45

	1970
	2,503,100
	0.54

	1980
	3,281,800
	0.63

	1990
	3,953,200
	0.66

	2000
	4,799,300
	0.70


Source:
Metropolitan Transportation Commission.

The following table set forth the total vehicle miles traveled and the vehicle miles traveled per capita in the Bay Area from 1970 through 2000.

BAY AREA VEHICLE MILES TRAVELED PER WEEKDAY
1970 – 2000

	Year
	Total Vehicle Miles
Traveled
	Vehicle Miles
Traveled Per Capita

	1970
	53,662,000
	11.6

	1980
	86,989,000
	16.8

	1990
	107,708,000
	17.5

	2000
	127,770,000
	18.7


Source:
Metropolitan Transportation Commission.

APPENDIX C

DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

APPENDIX D

BOOK-ENTRY ONLY SYSTEM

The following information concerning The Depository Trust Company (“DTC”) and DTC’s book-entry system has been obtained from sources that the Authority and the Underwriters believe to be reliable, but neither the Authority nor the Underwriters take responsibility for the accuracy thereof.  Capitalized terms used herein and not otherwise defined herein shall have the meanings set forth in this Official Statement and in APPENDIX C – “Definitions and Summary of Certain Provisions of the Indenture.”
DTC will act as securities depository for the Series 2007 Bonds.  The Series 2007 Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC.  One fully-registered Series 2007 Bond certificate will be issued for each maturity of each Series of the Series 2007 Bonds, in the aggregate principal amount of such Series, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a ”banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non–U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post–trade settlement among Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized book–entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates.  Direct Participants include both U.S. and non–U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.  DTC is a wholly–owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the National Securities Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation, (“NSCC,” “FICC,” and “EMCC,” also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers, Inc.  Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has Standard & Poor’s highest rating:  AAA.  The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com.

Purchases of the Series 2007 Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for the Series 2007 Bonds on DTC’s records.  The ownership interest of each actual purchaser of each Series 2007 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the Series 2007 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership interests in the Series 2007 Bonds, except in the event that use of the book-entry system for the Series 2007 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2007 Bonds deposited by Direct Participants with DTC are registered in the name of DTC’s partnership nominee, Cede & Co, or such other name as may be requested by an authorized representative of DTC.  The deposit of Series 2007 Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series 2007 Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Series 2007 Bonds are credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  The Authority and the Trustee will not have any responsibility or obligation to such DTC Participants or the persons for whom they act as nominees with respect to the Series 2007 Bonds.

Redemption notices shall be sent to DTC.  If less than all of the Series 2007 Bonds within an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Series 2007 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series 2007 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal, premium, if any, and interest payments on the Series 2007 Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the Authority or the Trustee, on each payment date in accordance with their respective holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such Participant and not of DTC, the Trustee or the Authority, subject to any statutory or regulatory requirements as may be in effect from time to time.  Payment of principal, premium, if any and interest to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC, is the responsibility of the Authority or the Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Series 2007 Bonds at any time by giving reasonable notice to the Authority or the Trustee.  Under such circumstances, in the event that a successor depository is not obtained, Series 2007 Bonds are required to be printed and delivered as described in the Indenture.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities depository).  In that event, certificates will be printed and delivered.

No Assurance Regarding DTC Practices

AS LONG AS CEDE & CO. OR ITS SUCCESSOR IS THE REGISTERED HOLDER OF THE SERIES 2007 BONDS, AS NOMINEE OF DTC, REFERENCES HEREIN TO THE REGISTERED HOLDERS OF THE SERIES 2007 BONDS SHALL MEAN CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE SERIES 2007 BONDS.  ANY FAILURE OF DTC TO ADVISE ANY PARTICIPANT, OR OF ANY PARTICIPANT TO NOTIFY ANY BENEFICIAL OWNER, OF ANY NOTICE AND ITS CONTEXT OR EFFECT WILL NOT AFFECT THE VALIDITY OR SUFFICIENCY OF THE PROCEEDINGS RELATING TO THE REDEMPTION OF THE SERIES 2007 BONDS CALLED FOR REDEMPTION OR OF ANY OTHER ACTION PREMISED ON SUCH NOTICE.  Each person for whom a Participant acquires an interest in the Series 2007 Bonds, as nominee, may desire to make arrangements with such Participant to receive a credit balance in the records of such Participant, and may desire to make arrangements with such Participant to have all notices of redemption or other communications to DTC, which may affect such person, forwarded in writing by such Participant and to receive notification of all interest payments.

NONE OF THE AUTHORITY, THE TRUSTEE OR THE UNDERWRITER WILL HAVE ANY RESPONSIBILITY OR OBLIGATION WITH RESPECT TO THE PAYMENTS TO THE DIRECT PARTICIPANTS, ANY INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS, THE SELECTION OF THE BENEFICIAL INTERESTS IN THE SERIES 2007 BONDS TO BE REDEEMED IN THE EVENT OF REDEMPTION OF LESS THAN ALL SERIES 2007 BONDS OF A PARTICULAR MATURITY OR THE PROVISION OF NOTICE TO THE DIRECT PARTICIPANTS, ANY INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS WITH RESPECT TO THE SERIES 2007 BONDS. NO ASSURANCE CAN BE GIVEN BY THE AUTHORITY, THE TRUSTEE OR THE UNDERWRITER THAT DTC, DIRECT PARTICIPANTS, INDIRECT PARTICIPANTS OR OTHER NOMINEES OF THE BENEFICIAL OWNERS WILL MAKE PROMPT TRANSFER OF PAYMENTS TO THE BENEFICIAL OWNERS, THAT THEY WILL DISTRIBUTE NOTICES, INCLUDING REDEMPTION NOTICES (REFERRED TO ABOVE), RECEIVED AS THE REGISTERED OWNER OF THE SERIES 2007 BONDS TO THE BENEFICIAL OWNERS, THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

In the event the Authority or the Trustee determines not to continue the book-entry system or DTC determines to discontinue its services with respect to the Series 2007 Bonds, and the Authority does not select another qualified securities depository, the Authority shall deliver one or more Series 2007 Bonds in such principal amount or amounts, in authorized denominations, and registered in whatever name or names, as DTC shall designate.  In such event, transfer and exchanges of Series 2007 Bonds will be governed by the provisions of the Indenture.

APPENDIX E

PROPOSED FORM OF OPINION OF BOND COUNSEL

APPENDIX F

FORM OF CONTINUING DISCLOSURE AGREEMENT

APPENDIX G

REGIONAL MEASURE 2 PROJECTS

	RM2 Project
	SB 916 Authorized
Amounts

	BART/MUNI Connection at Embarcadero and Civic Center Stations
	$       3,000,000

	MUNI Metro Third Street Light Rail Line
	30,000,000

	MUNI Waterfront Historic Streetcar Expansion
	10,000,000

	East to West Bay Commuter Rail Service over the Dumbarton Rail Bridge
	135,000,000

	Vallejo Station
	28,000,000

	Solano County Express Bus Intermodal Facilities
	20,000,000

	Solano County Corridor Improvements near Interstate 80/Interstate 680 Interchange
	100,000,000

	Interstate 80:  Eastbound High-Occupancy Vehicle (HOV) Lane Extension from Route 4 to Carquinez Bridge
	50,000,000

	Richmond Parkway Transit Center
	16,000,000

	Sonoma-Marin Area Rail Transit District (SMART) Extension to Larkspur or San Quentin
	35,000,000

	Greenbrae Interchange/Larkspur Ferry Access Improvements
	65,000,000

	Direct High-Occupancy Vehicle (HOV) lane connector from Interstate 680 to the Pleasant Hill or Walnut Creek BART Stations
	15,000,000

	Rail Extension to East Contra Costa/E-BART
	96,000,000

	Capital Corridor Improvements in Interstate 80/Interstate 680 Corridor
	25,000,000

	Central Contra Costa Bay Area Rapid Transit (BART) Crossover
	25,000,000

	Regional Express Bus North
	20,000,000

	TransLink
	22,000,000

	Real-Time Transit Information
	20,000,000

	Safe Routes to Transit
	22,500,000

	BART Tube Seismic Strengthening
	143,000,000

	Transbay Terminal/Downtown Caltrain Extension
	150,000,000

	Oakland Airport Connector
	30,000,000

	AC Transit Enhanced Bus-Phase 1 on Telegraph Avenue, International Boulevard, and East 14th Street
	65,000,000

	Commute Ferry Service for Alameda/Oakland/Harbor Bay
	12,000,000

	Commute Ferry Service for Berkeley/Albany
	12,000,000

	Commute Ferry Service for South San Francisco
	12,000,000

	Water Transit Facility Improvements, Spare Vessels, and Environmental Review Costs
	48,000,000

	Regional Express Bus Service for San Mateo, Dumbarton, and San Francisco-Oakland Bay Bridge Corridors
	22,000,000

	I-880 North Safety Improvements
	10,000,000

	BART Warm Springs Extension 
	95,000,000

	I-580 (Tri Valley) Rapid Transit Corridor Improvements
	65,000,000

	Regional Rail Master Plan
	6,500,000

	Integrated Fare Structure Program
	1,500,000

	Transit Commuter Benefits Promotion
	5,000,000

	Caldecott Tunnel Improvements
	50,500,000

	TOTAL
	$1,465,000,000


APPENDIX H

PARITY BONDS AND PARITY OBLIGATIONS

There are currently outstanding $3,143,420,000 principal amount of Bonds secured on a parity with the Series 2007 Bonds as indicated below.

	Bonds
	Outstanding Principal Amount
	
Interest Rate

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2001 Series A, 2001 Series B and 2001 Series C (the “Series 2001 Variable Rate Bonds”)
	$300,000,000
	Variable

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2001 Series D (the “Series 2001 Fixed Rate Bonds,” and together with the Series 2001 Variable Rate Bonds, the “Series 2001 Bonds”)
	$94,215,000
	Fixed

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2003 Series A, 2003 Series B and 2003 Series C (the “Series 2003 Bonds”)
	$300,000,000
	Variable

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2004 Series A, 2004 Series B and 2004 Series C (the “Series 2004 Bonds”)
	$300,000,000
	Variable

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2006 Series A‑1, 2006 Series A‑2, 2006 Series A‑3, 2006 Series B‑1, 2006 Series B‑2, 2006 Series C, 2006 Series D‑1, 2006 Series D‑2, 2006 Series D‑3, 2006 Series E‑1 and 2006 Series E‑2 (the “Series 2006A-E Bonds”)
	$1,000,000,000
	Variable

	San Francisco Bay Area Toll Bridge Revenue Bonds, 2006 Series F (the “Series 2006F Bonds”)
	$1,149,205,000
	

	TOTAL
	$3,143,420,000
	Fixed

	
	
	


In addition, the Authority has certain obligations under Qualified Swap Agreements which obligations (other than termination payments and payments of fees and expenses) are Parity Obligations secured on a parity with the Bonds (including the Series 2007 Bonds).  The interest rate swap payments paid by the Authority and the interest rate swap payments received by the Authority as indicated below are netted against each other to result in either a net payment or a net receipt by the Authority, as applicable.

	Counterparty
	Relating to
	Notional Amount
	Rate Paid by Authority
	Rate Received
by Authority

	Ambac Financial Services, LLC
	Series 2001 Variable Rate Bonds
	$75,000,000, amortizing to $0 by April 1, 2025
	4.11% per annum
	A floating per annum rate based on 65% of the one-month LIBOR index(1)

	Ambac Financial Services, LLC
	Series 2001 Variable Rate Bonds
	$75,000,000, amortizing to $0 by April 1, 2029
	4.12% per annum
	A floating per annum rate based on 65% of the one-month LIBOR index(1)

	Citigroup Global Markets Inc. 
	Series 2001 Variable Rate Bonds
	$75,000,000, amortizing to $0 by April 1, 2036
	4.10% per annum
	A floating per annum rate based on 65% of the one-month LIBOR index(1)

	Morgan Stanley Capital Services Inc. 
	Series 2001 Variable Rate Bonds
	$75,000,000, amortizing to $0 by April 1, 2036
	4.09% per annum
	A floating per annum rate based on 65% of the one-month LIBOR index(1)

	Ambac Financial Services, LLC
	Series 2003 Bonds
	$200,000,000, amortizing to $0 by April 1, 2038
	4.139% per annum
	A floating per annum rate based on 65% of the one-month LIBOR index(1)

	Ambac Financial Services, LLC
	Series 2004 Bonds
	$300,000,000, amortizing to $0 by April 1, 2039
	3.4155% per annum
	A floating per annum rate based on 54% of the one-month LIBOR index(1) plus 0.54%

	Ambac Financial Services, LLC
	Series 2006A-E Bonds
	$500,000,000 amortizing to $0 by April 1, 2045
	3.6468% per annum
	A floating per annum rate based on 68% of the one-month LIBOR index(1)

	Bank of America, N.A.
	Series 2006A-E Bonds
	$30,000,000 amortizing to $0 by April 1, 2045
	3.633% per annum
	A floating per annum rate based on 68% of the one-month LIBOR index(1)

	Citibank, N.A.
	Series 2006A-E Bonds
	$225,000,000 amortizing to $0 by April 1, 2045
	3.6375% per annum
	A floating per annum rate based on 53.80% of the one-month LIBOR index(1) plus 0.74%

	JPMorgan Chase Bank, N.A.
	Series 2006A-E Bonds
	$245,000,000 amortizing to $0 by April 1, 2045
	4.00% per annum
	A floating per annum rate based on 67.8% of the ten-year LIBOR CMS(2)

	Ambac Financial Services, LLC
	Bonds to be issued in the calendar year 2007
	$420,000,000 amortizing to $0 by April 1, 2047
	Effective on November 1, 2007, 3.6407% per annum
	Effective on November 1, 2007, a floating per annum rate based on 68% of the one-month LIBOR index(1)

	Bank of America, N.A.
	Bonds to be issued in the calendar year 2007
	$50,000,000 amortizing to $0 by April 1, 2047
	Effective on 
November 1, 2007, 
3.6255% per annum
	Effective on 
November 1, 2007, a floating per annum rate based on 68% of the one-month LIBOR index(1)

	Citibank, N.A.
	Bonds to be issued in the calendar year 2007
	$260,000,000 amortizing to $0 by April 1, 2047
	Effective on 
November 1, 2007, 
3.636% per annum
	Effective on 
November 1, 2007, a floating per annum rate based on 53.8% of the one-month LIBOR index(1) plus 0.74%

	JPMorgan Chase Bank, N.A.
	Bonds to be issued in the calendar year 2007
	$270,000,000 amortizing to $0 by April 1, 2046
	Effective on 
November 1, 2007, 
4.00% per annum
	Effective on November 1, 
2007, a floating per annum rate based on 69.33% of the five-year LIBOR CMS(2)




(1)
Defined, generally, as the rate for United States dollar denominated deposits in the Eurodollar interbank market with a designated maturity of one-month as quoted in a source nominated by the British Bankers’ Association.

Each Qualified Swap Agreement may terminate upon the occurrence of certain events.  In the event any Qualified Swap Agreement is terminated, a termination payment will be payable by either the Authority or the applicable counterparty depending on the then current market value of the Qualified Swap Agreement.  Any such termination payment payable by the Authority could be substantial.  Such termination payments, however, are payable on a basis subordinate to the Bonds (including the Series 2007 Bonds) and the Parity Obligations.  

The Authority has also entered into (i) two separate Standby Bond Purchase Agreements, dated as of January 1, 2006 among the Authority, JPMorgan Chase Bank, National Association (“JPMorgan Chase”), Lloyds TSB Bank Plc, acting through its New York Branch (“Lloyds”), Citibank, N.A. (“Citibank”), and Dexia Credit Local, acting through its New York Branch (“Dexia”), and (ii) the Amended and Restated Standby Bond Purchase Agreement, dated as of October 1, 2004, among the Authority, JPMorgan Chase, Bayerische Landesbank, acting through its New York Branch, Landesbank Hessen-Thüringen Girozentrale, acting through its New York Branch, Landesbank Baden-Wurttemberg, acting through its New York Branch, Dexia and Lloyds (collectively, the “Standby Bond Purchase Agreements”), which are Parity Obligations secured on a parity with the Series 2007 Bonds and all other Bonds and Parity Obligations.  The Authority expects to enter into a Standby Bond Purchase Agreement dated as of ___________, 2007 among  the Authority, JPMorgan Chase, Lloyds, Citibank and Dexia relating to the 2007 Variable Rate Demand Bonds, the Authority obligations under which will be Parity Obligations secured on a parity with the Series 2007 Bonds and all other Bonds and Parity Obligations.

The Authority, subject to the limitations and conditions set forth in the Indenture, may issue additional Bonds and Parity Obligations secured on a parity with outstanding Bonds and Parity Obligations.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS -- Additional Bonds and Parity Obligations.”  The Authority currently expects to issue additional Bonds and Parity Obligations as described in “SUMMARY OF FINANCING PLAN.”

APPENDIX I

PROJECTED DEBT SERVICE SCHEDULE

[UPDATE]

The table below shows the projected annual debt service requirements for the Authority’s outstanding Bonds and the Series 2007 Bonds.

	Fiscal Year
Ending
(June 30)
	Outstanding Prior Bonds
	Series 2007 Bonds Debt Service
	

	
	Debt Service(1)
	Principal
	Interest
	Total

	2006
	$                      
	$                   
	$                   
	$                       

	2007
	
	
	
	

	2008
	
	
	
	

	2009
	
	
	
	

	2010
	
	
	
	

	2011
	
	
	
	

	2012
	
	
	
	

	2013
	
	
	
	

	2014
	
	
	
	

	2015
	
	
	
	

	2016
	
	
	
	

	2017
	
	
	
	

	2018
	
	
	
	

	2019
	
	
	
	

	2020
	
	
	
	

	2021
	
	
	
	

	2022
	
	
	
	

	2023
	
	
	
	

	2024
	
	
	
	

	2025
	
	
	
	

	2026
	
	
	
	

	2027
	
	
	
	

	2028
	
	
	
	

	2029
	
	
	
	

	2030
	
	
	
	

	2031
	
	
	
	

	2032
	
	-
	-
	

	2033
	
	-
	-
	

	2034
	
	-
	-
	

	2035
	
	-
	-
	

	2036
	
	-
	-
	

	2037
	
	-
	-
	

	2038
	
	-
	-
	

	2039
	
	-
	-
	

	2040
	
	-
	-
	

	2041
	
	-
	-
	

	2042
	
	-
	-
	

	2043
	
	-
	-
	

	2044
	
	-
	-
	

	2045
	
	-
	-
	

	TOTAL
	$                       
	$                   
	$                      
	$                      




(1)
Assumes an interest rate of 4.36% per annum for the Series 2001 Variable Rate Demand Bonds (based on an interest rate swap arrangement for the Series 2001 Variable Rate Bonds), inclusive of liquidity facility and remarketing fees and expenses, and the actual interest rates with respect to the Series 2001 Fixed Rate Bonds, an interest rate of 4.71% per annum for the Series 2003 Bonds (based on an interest rate swap arrangement for $200 million of the Series 2003 Bonds), inclusive of broker-dealer, liquidity facility and remarketing fees and expenses, as applicable, an interest rate of 5.09% for the $100 million principal amount of Series 2003 Bonds not subject to an interest rate swap arrangement, inclusive of broker-dealer, liquidity facility and remarketing fees and expenses, as applicable, an interest rate of 3.68% per annum for the Series 2004 Bonds (based on an interest rate swap arrangement for the Series 2004 Bonds), inclusive of liquidity facility and remarketing fees and expenses, and an interest rate of 3.99% per annum for the Series 2006A-E Bonds (based on interest rate swap arrangements for the Series 2006A-E Bonds), inclusive of broker-dealer, liquidity facility and remarketing fees and expenses, the actual interest rates with respect to the Series 2006F Fixed Rate Bonds, and an interest rate of ___% per annum for the Series 2007 Bonds (based on interest rate swap arrangements for the Series 2007 Bonds), inclusive of broker-dealer, liquidity facility and remarketing fees and expenses.

Note:  Totals may not add due to independent rounding of numbers.

APPENDIX J

THE INSURER

The information contained in this appendix has been provided for inclusion in this Official Statement by Ambac Assurance Corporation.  No representation as to the accuracy or completeness of such information is made by the Authority or the Underwriters.  The delivery of the Official Statement shall not create any implication that there has been no change in the affairs of Ambac Assurance Corporation since the date hereof, or that the information contained or referred to in this appendix is correct as of any time subsequent to its date.

AMBAC ASSURANCE CORPORATION

Ambac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by the Office of the Commissioner of Insurance of the State of Wisconsin, and is licensed to do business in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, with admitted assets of approximately $9,699,000,000 (unaudited) and statutory capital of approximately $6,223,000,000 (unaudited) as of September 30, 2006.  Statutory capital consists of Ambac Assurance's policyholders' surplus and statutory contingency reserve.  Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service, Inc. and Fitch Ratings have each assigned a triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of an obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy provisions substantially identical to those contained in the Financial Guaranty Insurance Policy shall be treated for federal income tax purposes in the same manner as if such payments were made by the Obligor.  

Ambac Assurance makes no representation regarding the Series 2007 Bonds or the advisability of investing in the Series 2007 Bonds and makes no representation regarding, nor has it participated in the preparation of, this Official Statement other than the information supplied by Ambac Assurance and presented under the heading "BOND INSURANCE POLICY".

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the "Company"), is subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), and in accordance therewith files reports, proxy statements and other information with the Securities and Exchange Commission (the "SEC").  These reports, proxy statements and other information can be read and copied at the SEC's public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549.  Please call the SEC at 1-800-SEC-0330 for further information on the public reference room.  The SEC maintains an internet site at http://www.sec.gov that contains reports, proxy and information statements and other information regarding companies that file electronically with the SEC, including the Company.  These reports, proxy statements and other information can also be read at the offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

Copies of Ambac Assurance's financial statements prepared in accordance with statutory accounting standards are available from Ambac Assurance.  The address of Ambac Assurance's administrative offices is One State Street Plaza, 19th Floor, New York, New York 10004, and its telephone number is (212) 668-0340.

Certain Documents
The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference in this Official Statement:

1. The Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2005 and filed on March 13, 2006;

2. The Company's Current Report on Form 8-K dated and filed on April 26, 2006;

3. The Company's Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 2006 and filed on May 10, 2006;

4. The Company's Current Report on Form 8-K dated July 25, 2006 and filed on July 26, 2006;

5. The Company's Current Report on Form 8-K dated and filed on July 26, 2006; 

6. The Company's Quarterly Report on Form 10-Q for the fiscal quarterly period ended June 30, 2006 and filed on August 9, 2006; 

7. The Company’s Current Report on Form 8-K dated and filed on October 25, 2006; and
8. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended September 30, 2006 and filed on November 8, 2006. 
All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after the date of this Official Statement will be available for inspection in the same manner as described above in "Available Information".

APPENDIX K

FORM OF BOND INSURANCE POLICY

APPENDIX L

THE LIQUIDITY PROVIDERS

[UPDATE]

The information contained in this appendix has been provided by each Liquidity Provider.  No representation as to the accuracy or completeness of such information is made by the Authority or the Underwriters.  The delivery of the Official Statement shall not create any implication that there has been no change in the affairs of any of the Liquidity Providers since the date hereof, or that the information contained or referred to in this appendix is correct as of any time subsequent to its date.

JPMORGAN CHASE BANK, NATIONAL ASSOCIATION

JPMorgan Chase Bank, National Association (“JPMCB”) is a wholly owned bank subsidiary of JPMorgan Chase & Co. (“JPMorgan Chase”), a Delaware corporation whose principal office is located in New York, New York.  JPMCB is a commercial bank offering a wide range of banking services to its customers, both domestically and internationally.  It is chartered and its business is subject to examination and regulation by the Office of the Comptroller of the Currency.

As of September 30, 2005, JPMorgan Chase Bank, National Association, had total assets of $1,008.4 billion, total net loans of $386.9 billion, total deposits of $529.4 billion, and total stockholder’s equity of $85.1 billion.  These figures are extracted from JPMCB’s unaudited Consolidated Reports of Condition and Income as at September 30, 2005, which are filed with the Federal Deposit Insurance Corporation.

Additional information, including the most recent Form 10-K for the year ended December 31, 2004, of JPMorgan Chase & Co., the 2004 Annual Report of JPMorgan Chase & Co. and additional annual, quarterly and current reports filed or furnished with the Securities and Exchange Commission by JPMorgan Chase & Co., as they become available, may be obtained without charge by each person to whom this Official Statement is delivered upon the written request of any such person to the Office of the Secretary, JPMorgan Chase & Co., 270 Park Avenue, New York, New York 10017.

The information contained in this Appendix under the caption “JPMORGAN CHASE BANK, NATIONAL ASSOCIATION” relates to and has been obtained from JPMCB.  The delivery of the Official Statement shall not create any implication that there has been no change in the affairs of JPMCB since the date hereof, or that the information contained or referred to in this Appendix is correct as of any time subsequent to its date.

THE LLOYDS TSB BANK GROUP

Lloyds TSB Bank plc (the “Lloyds”) is a wholly-owned subsidiary of Lloyds TSB Group plc (“LTSB Group”).  Lloyds and its subsidiaries (the “Lloyds Group”) comprise one of the leading United Kingdom-based financial services groups, whose businesses provide a wide range of banking and financial services in the United Kingdom and overseas.

At the end of 2004, total consolidated assets of LTSB Group were approximately £280 billion.  The total number of persons employed by LTSB Group and its subsidiaries was approximately 70,000. 

The main business activities of the Lloyds Group during 2004 are described below:

UK Retail Banking and Mortgages

UK Retail Banking and Mortgages provides banking and other financial services, private banking, stockbroking and mortgages to 15 million personal customers in England, Scotland and Wales.

Insurance and Investments

Insurance and Investments offers life assurance, pensions, and investment products, general insurance and fund management services in the United Kingdom.

Wholesale and International Banking

The Lloyds Group’s relationships with major United Kingdom and multinational companies, banks and institutions and small and medium-sized United Kingdom businesses, together with its activities in financial markets, are managed through dedicated offices in the United Kingdom and a number of locations overseas, including New York and Tokyo.

The Lloyds Group provides banking, investment and other financial services overseas in two main areas:  (i) The Americas (including the international bank agency of Lloyds in Miami, Florida) and (ii) Europe and Offshore Banking.  During 2004, the LTSB Group completed the disposal of substantially all of its local businesses in Argentina, Panama, Guatemala, Honduras and Colombia.  

Availability of Public Information

Lloyds will provide, upon request, to each person to whom this Official Statement is delivered a copy of the most recently available (i) Annual Report and Accounts of LTSB Group for the fiscal year ended December 31, 2004 (ii) Annual Report on Form 20F of LTSB Group.  Written requests should be directed to Lloyds at 1251 Avenue of the Americas, 39th Floor, New York, New York 10020; Attention: Structured Finance.  Additional information (including a full copy of such Report and Accounts) is available from the LTSB Group web site at http://www.investorrelations.lloydstsb.com.

CITIBANK, N.A.

Citibank, N.A. (“Citibank”) was originally organized on June 16, 1812, and now is a national banking association organized under the National Bank Act of 1864.  Citibank is an indirect wholly-owned subsidiary of Citigroup Inc. (“Citigroup”), a Delaware holding company.  As of September 30, 2005, the total assets of Citibank and its consolidated subsidiaries represented approximately 48% of the total assets of Citigroup and its consolidated subsidiaries.

The long term ratings of Citibank and its consolidated subsidiaries are Aa1, AA and AA+ by Moody’s, S&P and Fitch, respectively.  The short term ratings of Citibank and its consolidated subsidiaries are A-1+, P-1 and F1+ by Moody’s, S&P and Fitch, respectively.

Citibank is a commercial bank that, along with its subsidiaries and affiliates, offers a wide range of banking and trust services to its customers throughout the United States and the world.  As a national bank, Citibank is a regulated entity permitted to engage only in banking and activities incidental to banking.  Citibank is primarily regulated by the Office of the Comptroller of the Currency (the “Comptroller”), which also examines its loan portfolios and reviews the sufficiency of its allowance for credit losses.

Citibank’s deposits at its U.S. branches are insured by the Federal Deposit Insurance Corporation (the “FDIC”) and are subject to FDIC insurance assessments.  The Standby Bond Purchase Agreement is not insured by the FDIC or any other regulatory agency of the United States or any other jurisdiction.  Citibank may, under certain circumstances, be obligated for the liabilities of its affiliates that are FDIC-insured depository institutions.

Legislation enacted as part of the Omnibus Budget Reconciliation Act of 1993 provides that deposits in U.S. offices and certain claims for administrative expenses and employee compensation against a U.S. insured depository institution which has failed will be afforded a priority over other general unsecured claims, including deposits in non-U.S. offices and claims under non-depository contracts in all offices, against such an institution in the “liquidation or other resolution” of such an institution by any receiver.  Such priority creditors (including the FDIC, as the subrogee of insured depositors) of such FDIC-insured depository institution will be entitled to priority over unsecured creditors in the event of a “liquidation or other resolution” of such institution.

For further information regarding Citibank, reference is made to the Annual Report on Form 10-K of Citicorp and its subsidiaries for the year ended December 31, 2004, and the Quarterly Report on Form 10-Q of Citigroup and its subsidiaries for the quarter ended September 30, 2005, filed by Citigroup with the Securities and Exchange Commission (the “SEC”).  Further information regarding Citibank subsequent to September 30, 2005, will be included in the Form 10-Qs (quarterly) and Form 10-Ks (annually) subsequently filed by Citigroup with the SEC.  Copies of such material may be obtained, upon payment of a duplicating fee, by writing to the SEC at 100 F Street, N.E., Washington, D.C. 20549.  In addition, such reports are available at the SEC’s web site (http://www.sec.gov).

In addition, Citibank submits quarterly to the Comptroller certain reports called “Consolidated Reports of Condition and Income for a Bank With Domestic and Foreign Offices” (“Call Reports”).  The Call Reports, which include income statement and balance sheet information, are on file with and publicly available at the Comptroller’s offices at 250 E Street, S.W., Washington, D.C. 20219 and are also available on the web site of the FDIC (http://www.fdic.gov). 

Any of the reports referenced above are available upon request, without charge, by writing or calling Citigroup Document Services, 140 58th Street, Brooklyn, New York 11220, (718) 765-6514.

The information contained in this Appendix under the caption “CITIBANK, N.A.” relates to and has been obtained from Citibank.  The information concerning Citibank contained herein is furnished solely to provide limited introductory information regarding Citibank and does not purport to be comprehensive.  Such information is qualified in its entirety by the detailed information appearing in the documents and financial statements referenced above.  

DEXIA CREDIT LOCAL

Dexia Credit Local (“Dexia”) is a subsidiary of the Dexia Group, which was created in 1996.  The Dexia Group is a major European banking organization that is the product of several cross-border mergers.  Dexia is an authentically European bank in terms of both its management organization and the scope of its different lines of business.  The Dexia Group is listed on the Brussels, Paris and Luxembourg stock exchanges.  With a stock market capitalization of over 19 billion euros as of December 31, 2004, the Dexia Group ranks in the top third of the Euronext 100 companies.

Dexia specializes in the Dexia Group’s first line of business – public and project finance and financial services for the public sector.  Dexia has recognized expertise in local public sector financing and project finance.  It is backed by a network of specialized banks, which employ over 3,000 professionals.  Through this network of subsidiaries, affiliates and branches, Dexia is present in almost all of the countries of the European Union as well as Central Europe, the United States of America and Canada.  Dexia also has operations in Latin America, the Asian-Pacific Region including Australia, and the countries around the Mediterranean.

Dexia is a bank with its principal office located in Paris, France.  In executing and delivering the Standby Bond Purchase Agreement, Dexia will act through its New York Branch, which is licensed by the Banking Department of the State of New York as an unincorporated branch of Dexia Credit Local, Paris.  Dexia is the leading local authority lender in Europe, funding its lending activities in 2004 primarily through the issuance of euro and U.S. dollar-denominated bonds.  In 2004, total funding raised by Dexia and Dexia Municipal Agency was 11.7 billion euros.

The Dexia Group is the owner of Financial Security Assurance Holdings Ltd. (“FSA Holdings”), the holding company for Financial Security Assurance Inc., a leading financial guaranty insurer.

As of December 31, 2004, Dexia had total consolidated assets of 206.0 billion euros, outstanding medium and long-term loans to customers of 168.13 billion euros and shareholders’ equity of over 4.32 billion euros (Tier I plus Tier II), and for the year then ended had consolidated net income of 705 million euros.  These figures were determined in accordance with generally accepted accounting principles in France.  Dexia maintains its records and prepares its financial statements in euros.  At December 31, 2004, the exchange rate was 1.0000 euro equals 1.3621 United States dollar.  Such exchange rate fluctuates from time to time.

Dexia is rated Aa2 long-term and P-1 short-term by Moody’s, AA long-term and A-1+ short-term by S&P, and AA+ long-term and F1+ short-term by Fitch.

Dexia will provide without charge a copy of its most recent publicly available annual report.  Written requests should be directed to:  Dexia Credit Local, New York Branch, 445 Park Avenue, 7th Floor, New York, New York 10022, Attention:  General Manager.  The delivery of this information shall not create any implication that the information contained or referred to herein is correct as of any time subsequent to its date.

APPENDIX M

THE RESERVE FACILITY PROVIDERS

The information contained in this appendix has been provided for inclusion in this Official Statement by Ambac Assurance Corporation and XL Capital Assurance Inc., respectively.  No representation as to the accuracy or completeness of such information is made by the Authority or the Underwriters.  The delivery of the Official Statement shall not create any implication that there has been no change in the affairs of either of Ambac Assurance Corporation or XL Capital Assurance Inc. since the date hereof, or that the information contained or referred to in this appendix is correct as of any time subsequent to its date.

AMBAC ASSURANCE CORPORATION

Ambac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by the Office of the Commissioner of Insurance of the State of Wisconsin, and is licensed to do business in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, with admitted assets of approximately $9,699,000,000 (unaudited) and statutory capital of approximately $6,223,000,000 (unaudited) as of September 30, 2006.  Statutory capital consists of Ambac Assurance's policyholders' surplus and statutory contingency reserve.  Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., Moody's Investors Service, Inc. and Fitch Ratings have each assigned a triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of an obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy provisions substantially identical to those contained in the Financial Guaranty Insurance Policy shall be treated for federal income tax purposes in the same manner as if such payments were made by the Obligor.  

Ambac Assurance makes no representation regarding the Series 2007 Bonds or the advisability of investing in the Series 2007 Bonds and makes no representation regarding, nor has it participated in the preparation of, this Official Statement other than the information supplied by Ambac Assurance and presented under the heading "BOND INSURANCE POLICY".

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the "Company"), is subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), and in accordance therewith files reports, proxy statements and other information with the Securities and Exchange Commission (the "SEC").  These reports, proxy statements and other information can be read and copied at the SEC's public reference room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549.  Please call the SEC at 1-800-SEC-0330 for further information on the public reference room.  The SEC maintains an internet site at http://www.sec.gov that contains reports, proxy and information statements and other information regarding companies that file electronically with the SEC, including the Company.  These reports, proxy statements and other information can also be read at the offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

Copies of Ambac Assurance's financial statements prepared in accordance with statutory accounting standards are available from Ambac Assurance.  The address of Ambac Assurance's administrative offices is One State Street Plaza, 19th Floor, New York, New York 10004, and its telephone number is (212) 668-0340.

Certain Documents
The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference in this Official Statement:

1. The Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2005 and filed on March 13, 2006;

2. The Company's Current Report on Form 8-K dated and filed on April 26, 2006;

3. The Company's Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 2006 and filed on May 10, 2006;

4. The Company's Current Report on Form 8-K dated July 25, 2006 and filed on July 26, 2006;

5. The Company's Current Report on Form 8-K dated and filed on July 26, 2006; 

6. The Company's Quarterly Report on Form 10-Q for the fiscal quarterly period ended June 30, 2006 and filed on August 9, 2006; 

7. The Company’s Current Report on Form 8-K dated and filed on October 25, 2006; and
8. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended September 30, 2006 and filed on November 8, 2006. 
All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after the date of this Official Statement will be available for inspection in the same manner as described above in "Available Information".

XL CAPITAL ASSURANCE INC.

[UPDATE]

XL Capital Assurance Inc. (“XL Capital”) accepts no responsibility for the accuracy or completeness of this Official Statement or any other information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the information regarding XL Capital and its affiliates set forth under this heading. In addition, XL Capital makes no representation regarding the Series 2007 Bonds or the advisability of investing in the Series 2007 Bonds.

General

XL Capital is a monoline financial guaranty insurance company incorporated under the laws of the State of New York. XL Capital is currently licensed to do insurance business in, and is subject to the insurance regulation and supervision by, all 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands and Singapore.

XL Capital is an indirect wholly owned subsidiary of XL Capital Ltd, a Cayman Islands exempted company (“XL Capital Ltd”). Through its subsidiaries, XL Capital Ltd is a leading provider of insurance and reinsurance coverages and financial products and services to industrial, commercial and professional service firms, insurance companies and other enterprises on a worldwide basis. The ordinary shares of XL Capital Ltd are publicly traded in the United States and listed on the New York Stock Exchange (NYSE: XL).  XL Capital Ltd is not obligated to pay the debts of or claims against XL Capital.
XL Capital was formerly known as The London Assurance of America Inc. (“London”), which was incorporated on July 25, 1991 under the laws of the State of New York. On February 2, 2001, XL Reinsurance America Inc. ("XL Re") acquired 100% of the stock of London. XL Re merged its former financial guaranty subsidiary, known as XL Capital Assurance Inc. (formed September 13, 1999) with and into London, with London as the surviving entity. London immediately changed its name to XL Capital Assurance Inc. All previous business of London was 100% reinsured to Royal Indemnity Company, the previous owner at the time of acquisition.

Reinsurance

XL Capital has entered into a facultative quota share reinsurance agreement with XL Financial Assurance Ltd. (“XLFA”), an insurance company organized under the laws of Bermuda, and an affiliate of XL Capital. Pursuant to this reinsurance agreement, XL Capital expects to cede up to 90% of its business to XLFA. XL Capital may also cede reinsurance to third parties on a transaction-specific basis, which cessions may be any or a combination of quota share, first loss or excess of loss. Such reinsurance is used by XL Capital as a risk management device and to comply with statutory and rating agency requirements and does not alter or limit XL Capital's obligations under any financial guaranty insurance policy. With respect to any transaction insured by XL Capital, the percentage of risk ceded to XLFA may be less than 90% depending on certain factors including, without limitation, whether XL Capital has obtained third party reinsurance covering the risk. As a result, there can be no assurance as to the percentage reinsured by XLFA of any given financial guaranty insurance policy issued by XL Capital or the Reserve Facility issued by XL Capital (the “XL Capital Reserve Facility”).  

Based on the audited financials of XLFA, as of December 31, 2005, XLFA had total assets, liabilities, redeemable preferred shares and shareholders’ equity of $1,394,081,000, $704,007,000, $39,000,000 and $651,074,000, respectively, determined in accordance with generally accepted accounting principles in the United States (“US GAAP”). XLFA’s insurance financial strength is rated “Aaa” by Moody’s and “AAA” by S&P and Fitch Inc. In addition, XLFA has obtained a financial enhancement rating of “AAA” from S&P. 

The obligations of XLFA to XL Capital under the reinsurance agreement described above are unconditionally guaranteed by XL Insurance (Bermuda) Ltd ("XLI"), a Bermuda exempted company and one of the world's leading excess commercial insurers. XLI is a wholly owned indirect subsidiary of XL Capital Ltd. In addition to A.M. Best’s financial strength rating of “A+” and issuer credit rating of “aa-”, XLI’s insurance financial strength rating is “Aa3” (Stable Outlook) by Moody’s, “A+” by Standard & Poor’s and “AA-” (Outlook Stable) by Fitch. 

The rating agencies have taken certain actions with respect to XL Capital Ltd and various insurance operating subsidiaries of XL Capital Ltd, as described below. On November 22, 2005, Moody’s downgraded the senior debt rating of XL Capital Ltd from “A2” to “A3” and downgraded the other insurance financial strength ratings of various insurance operating subsidiaries of XL Capital Ltd (other than XL Capital and XLFA) from “Aa2” to “Aa3”. On November 28, 2005, Standard & Poor’s downgraded the senior debt rating of XL Capital Ltd from “A” to “A-” and downgraded the counterparty credit and financial strength ratings of various insurance operating subsidiaries of XL Capital Ltd (other than XL Capital and XLFA) from “AA-” to “A+”. On February 28, 2006, Fitch revised the long term issuer rating of XL Capital Ltd from “A-” to “A”. On October 26, 2005, Fitch downgraded XL Capital financial strength ratings of various insurance operating subsidiaries of XL Capital Ltd (other than XL Capital and XLFA) from “AA” to “AA-”.

The ratings of XLFA, XLI or any other member of the XL Capital Ltd group of companies are not recommendations to buy, sell or hold securities, including the Series 2006F Bonds and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch. 

Financial Strength and Financial Enhancement Ratings of XL Capital 

XL Capital's insurance financial strength is rated “Aaa” by Moody’s and “AAA” by Standard & Poor’s and Fitch, Inc. (“Fitch”). In addition, XL Capital has obtained a financial enhancement rating of “AAA” from Standard & Poor’s. These ratings reflect Moody’s, Standard & Poor’s and Fitch's current assessment of XL Capital's creditworthiness and claims-paying ability as well as the reinsurance arrangement with XLFA described under "Reinsurance" above. 

The above ratings are not recommendations to buy, sell or hold securities, including the Series 2006F Bonds and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch. Any downward revision or withdrawal of these ratings may have an adverse effect on the market price of the Series 2006F Bonds. XL Capital does not guaranty the market price of the Series 2006F Bonds nor does it guaranty that the ratings on the Series 2006F Bonds will not be revised or withdrawn. 

Capitalization of XL Capital

Based on the audited financials of XL Capital, as of December 31, 2005, XL Capital had total assets, liabilities, and shareholder’s equity of $953,706,000, $726,758,000, and $226,948,000, respectively, determined in accordance with U.S. GAAP. 

Based on the unaudited statutory financial statements for XL Capital as of December 31, 2005 filed with the State of New York Insurance Department, XL Capital has total admitted assets of $328,231,000, total liabilities of $139,392,000, total capital and surplus of $188,839,000 and total contingency reserves of $13,031,000 determined in accordance with statutory accounting practices prescribed or permitted by insurance regulatory authorities (“SAP”). Based on the audited statutory financial statements for XL Capital as of December 31, 2004 filed with the State of New York Insurance Department, XL Capital had total admitted assets of $341,937,000, total liabilities of $143,494,000, total capital and surplus of $198,443,000 and total contingency reserves of $7,342,000 determined in accordance with SAP. 

Incorporation by Reference of Financials

For further information concerning XL Capital and XLFA, see the financial statements of XL Capital and XLFA, and the notes thereto, incorporated by reference in this Official Statement. The financial statements of XL Capital and XLFA are included as exhibits to the periodic reports filed with the Securities and Exchange Commission (the “Commission”) by XL Capital Ltd and may be reviewed at the EDGAR website maintained by the Commission. All financial statements of XL Capital and XLFA included in, or as exhibits to, documents filed by XL Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 on or prior to the date of this Official Statement, or after the date of this Official Statement but prior to termination of the offering of the Series 2006F Bonds, shall be deemed incorporated by reference in this Official Statement. Except for the financial statements of XL Capital and XLFA, no other information contained in XL Capital Ltd's reports filed with the Commission is incorporated by reference. Copies of the statutory quarterly and annual statements filed with the State of New York Insurance Department by XL Capital are available upon request to the State of New York Insurance Department.

Regulation of XL Capital

XL Capital is regulated by the Superintendent of Insurance of the State of New York. In addition, XL Capital is subject to regulation by the insurance laws and regulations of the other jurisdictions in which it is licensed. As a financial guaranty insurance company licensed in the State of New York, XL Capital is subject to Article 69 of the New York Insurance Law, which, among other things, limits the business of each insurer to financial guaranty insurance and related lines, prescribes minimum standards of solvency, including minimum capital requirements, establishes contingency, loss and unearned premium reserve requirements, requires the maintenance of minimum surplus to policyholders and limits the aggregate amount of insurance which may be written and the maximum size of any single risk exposure which may be assumed. XL Capital is also required to file detailed annual financial statements with the New York Insurance Department and similar supervisory agencies in each of the other jurisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but New York and most other jurisdictions have laws and regulations prescribing permitted investments and governing the payment of dividends, transactions with affiliates, mergers, consolidations, acquisitions or sales of assets and incurrence of liabilities for borrowings. 

THE FINANCIAL GUARANTY INSURANCE POLICIES AND RESERVE FUND SURETIES ISSUED BY XL CAPITAL, INCLUDING THE XL RESERVE FACILITY, ARE NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW.

The principal executive offices of XL Capital are located at 1221 Avenue of the Americas, New York, New York 10020 and its telephone number at this address is (212) 478-3400

APPENDIX N

SUMMARY OF AUCTION PROCEDURES

This Appendix N contains provisions relating to the Bay Area Toll Authority San Francisco Bay Area Toll Bridge Revenue Bonds 2007 Series D-1, 2007 Series D-2, 2007 Series E-1 and 2007 Series E-2 (the “Series 2007 Auction Rate Bonds” or the “Auction Rate Bonds”) in an Auction Rate Mode, and references in this Exhibit N to “Auction Rate Bonds” shall be deemed to refer only to 2007 Bonds in an Auction Rate Mode.

ARTICLE I

Definitions

In addition to the words and terms defined in Appendix C – DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE, the following words and terms as used in this Appendix N  (hereinafter “this Appendix”) have the following meanings with respect to 2007 Bonds in an Auction Rate Mode unless the context or use indicates another or different meaning or intent:

“Agent Member” means a member of, or participant in, DTC who shall act on behalf of a Bidder.

“All Hold Rate” means, as of any Auction Date, 55% of the Index in effect on such Auction Date.

“Auction” means each periodic implementation of the Auction Procedures.

“Auction Agent” means the Person appointed in accordance with the Auction Agreement and shall initially be [The Bank of New York].

“Auction Agreement” means an agreement between the Auction Agent and the Trustee pursuant to which the Auction Agent agrees to follow the procedures specified in this Exhibit with respect to the Auction Rate Bonds while such bonds bear interest at the Auction Period Rate, as such agreement may from time to time be amended or supplemented.

“Auction Date” means with respect to any Series of Auction Rate Bonds:

(a)  Daily Auction Period.  If the Auction Rate Bonds are in a daily Auction Period, each Business Day unless such day is the Business Day prior to the conversion from a daily Auction Period to another Auction Period, 

(b)  Flexible Auction Period.  If the Auction Rate Bonds are in a Flexible Auction Period, the last Business Day of the Flexible Auction Period, and 

(c)  Other Auction Periods.  If the Auction Rate Bonds are in any other Auction Period, the Business Day next preceding each Interest Payment Date for such Auction Rate Bonds (whether or not an Auction shall be conducted on such date); 

provided, however, that the last Auction Date with respect to the Auction Rate Bonds in an Auction Period other than a daily Auction Period or Flexible Auction Period will be the earlier of (i) the Business Day next preceding the Interest Payment Date next preceding the Conversion Date for the Auction Rate Bonds and (ii) the Business Day next preceding the Interest Payment Date next preceding the final maturity date for the Auction Rate Bonds; and 

provided, further, that if the Auction Rate Bonds are in a daily Auction Period, the last Auction Date will be the earlier of (x) the Business Day next preceding the Conversion Date for the Auction Rate Bonds and (y) the Business Day next preceding the final maturity date for the Auction Rate Bonds.  The last Business Day of a Flexible Auction Period will be the Auction Date for the Auction Period which begins on the next succeeding Business Day, if any.  On the second Business Day preceding the conversion from a daily Auction Period to another Auction Period, there will be an Auction for the last daily Auction Period.  On the Business Day preceding the conversion from a daily Auction Period to another Auction Period, there will be one Auction for the first Auction Period following the conversion.  

The first Auction Date for the [2007 Series D-1 Auction Rate Bonds is ________ __, 2007, for the 2007 Series D-2 Auction Rate Bonds is ________ __, 2007, for the 2007 Series E-1 Auction Rate Bonds is ________ __, 2007, and for the 2007 Series E-2 Auction Rate Bonds is ________ __, 2007].

“Auction Multiple” means, as of any Auction Date, the Percentage of Index (in effect on such Auction Date) determined as set forth below, based on the Prevailing Rating of the Auction Rate Bonds in effect at the close of business on the Business Day immediately preceding such Auction Date:

	Prevailing Rating
	Percentage

of Index

	AAA/Aaa
	125%

	AA/Aa
	150

	A/A
	200

	BBB/Baa
	250

	Below BBB/Baa
	275


“Auction Period” means with respect to each Series of Auction Rate Bonds:

(a)
Flexible Auction Period.  A Flexible Auction Period;

(b)
Daily Auction Period.  With respect to a Series of Auction Rate Bonds in a daily Auction Period, a period beginning on each Business Day and extending to but not including the next succeeding Business Day unless such Business Day is the second Business Day preceding the conversion from a daily Auction Period to another Auction Period, in which case the daily Auction Period will extend to, but not include, the next Interest Payment Date;

(c)
Seven day Auction Period.  With respect to a Series of Auction Rate Bonds in a seven-day Auction Period, if Auctions generally are conducted on the day of the week specified in column A of the table below, a period of generally seven days beginning on the day of the week specified in column B of the table below (or the day following the last day of the prior Auction Period if the prior Auction Period does not end on the day of the week specified in column C of the table below) and ending on the day of the week specified in column C of the table below in the next succeeding week (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day):

	(A)
	(B)
	(C)

	When Auctions Occur on this day
	Auction Period Generally Begins this day
	Prior and Current Auction Periods Generally End this day in  Different Weeks

	Friday
	Monday
	Sunday

	Monday
	Tuesday
	Monday

	Tuesday
	Wednesday
	Tuesday

	Wednesday
	Thursday
	Wednesday

	Thursday
	Friday
	Thursday


(d)
28-day Auction Period.  With respect to a Series of Auction Rate Bonds in a 28-day Auction Period, if Auctions generally are conducted on the day of the week specified in column A of the table above, a period of generally 28 days beginning on the day of the week specified in column B of the table above (or the day following the last day of the prior Auction Period if the prior Auction Period does not end on the day of the week specified in column C of the table above) and ending on the same day of the week specified in column C of the table above four weeks later (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day).

(e)
35-day Auction Period.  With respect to a Series of Auction Rate Bonds in a 35-day Auction Period, if Auctions generally are conducted on the day of the week specified in column A of the table above, a period of generally 35 days beginning on the day of the week specified in column B of the table above (or the day following the last day of the prior Auction Period if the prior Auction Period does not end on the day of the week specified in column C of the table above) and ending on the day of the week specified in column C of the table above five weeks later (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day).

(f)
Three-month Auction Period.  With respect to a Series of Auction Rate Bonds in a three-month Auction Period, a period of generally three months (or shorter period upon a conversion from another Auction Period) beginning on the day following the last day of the prior Auction Period and ending on the calendar day immediately preceding the first Business Day of the month that is the third calendar month following the beginning date of such Auction Period; and

(g)
Six-month Auction Period.  With respect to a Series of Auction Rate Bonds in a six-month Auction Period, a period of generally six months (or shorter period upon a conversion from another Auction Period) beginning on the day following the last day of the prior Auction Period and ending on the next succeeding March 31 or September 30;

Provided, however, that if there is a conversion of a Series of Auction Rate Bonds with Auctions generally conducted on the day of the week specified in column A of the table above, (i) from a daily Auction Period to a seven-day Auction Period, the next Auction Period will begin on the date of the conversion (i.e. the Interest Payment Date for the prior Auction Period) and will end on the next succeeding day of the week specified in column C of the table above (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day), (ii) from a daily Auction Period to a 28-day Auction Period, the next Auction Period will begin on the date of the conversion (i.e., the Interest Payment Date for the prior Auction Period) and will end of the day of the week specified in column C of the table above (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day) which is more than 21 days but not more than 28 days from such date of conversion, and (iii) from a daily Auction Period to a 35-day Auction Period, the next Auction Period will begin on the date of the conversion (i.e. the Interest Payment Date for the prior Auction Period) and will end on the day of the week specified in column C of the table above (unless such day is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day) which is more than 28 days but no more than 35 days from such date of conversion.  

Notwithstanding the foregoing, if an Auction is for an Auction Period of more than seven days and the Auction Rate on such Auction Date is the Maximum Rate as the result of a lack of Sufficient Clearing Bids, the Auction Period will automatically convert to a seven-day Auction Period.  On the following Auction Date, the Auction will be conducted for an Auction Period of the same length as the Auction Period prior to such automatic conversion.  If such Auction is successful, the Auction Period will revert to the length prior to the automatic conversion, and, if such Auction is not successful, the Auction Period will be another seven-day period.

“Auction Period Rate” means the rate of interest to be borne by the Auction Rate Bonds during each Auction Period determined in accordance with Section 2.04 of this Appendix; provided, however, in no event may the Auction Period Rate exceed the Maximum Rate.

“Auction Procedures” means the procedures for conducting Auctions for Auction Rate Bonds during an Auction Rate Mode set forth in this Appendix.

“Auction Rate” means for each Series of Auction Rate Bonds for each Auction Period, (i) if Sufficient Clearing Bids exist, the Winning Bid Rate, provided, however, if all of the Auction Rate Bonds are the subject of Submitted Hold Orders, the All Hold Rate for such Series of Auction Rate Bonds and (ii) if Sufficient Clearing Bids do not exist, the Maximum Rate for such Series of Auction Rate Bonds.

“Auction Rate Bond” or “Auction Rate Bonds” means a 2007 Bond or 2007 Bonds, respectively, while in an Auction Rate Mode.

“Auction Rate Mode” means the Interest Rate Mode during which the Auction Rate Bonds of a Series bear interest at an Auction Rate.

“Available Bonds” means, for each Series of Auction Rate Bonds on each Auction Date, the aggregate principal amount of Auction Rate Bonds that are not the subject of Submitted Hold Orders.

“Bid” has the meaning specified in subsection (a) of Section 2.01 of this Appendix. 

“Bidder” means each Existing Owner and Potential Owner who places an Order.

“Broker-Dealer” means any entity that is permitted by law to perform the function required of a Broker-Dealer described in this Appendix, that is a member of, or a direct participant in, DTC, that has been selected by the Authority and that is a party to a Broker-Dealer Agreement with the Auction Agent and the Authority.

“Broker-Dealer Agreement” means an agreement among the Auction Agent, the Authority and a Broker-Dealer pursuant to which such Broker-Dealer agrees to follow the procedures described in this Appendix, as such agreement may from to time be amended or supplemented.

“Broker-Dealer Deadline” means, with respect to an Order, the internal deadline established by the Broker-Dealer through which the Order was placed after which it will not accept Orders or any change in any Order previously placed with such Broker-Dealer.  Any Broker-Dealer may change the time or times of its Broker-Dealer Deadline as it relates to such Broker-Dealer by giving notice to the Bidders who place Orders through such Broker-Dealer.  Notwithstanding the foregoing, the Broker-Dealer Deadline is implemented for the benefit of the Broker-Dealers and may be waived by any individual Broker-Dealer in any particular circumstance in the sole discretion of such Broker-Dealer.

“Clerical Error” includes, but is not limited to, the following: (i) a transmission error, including but not limited to, an Order sent to the wrong address or number, failure to transmit certain pages or illegible transmission, (ii) failure to transmit an Order received from one or more Existing Owners or Potential Owners or generated by the Broker-Dealer for its own account prior to the Submission Deadline or (iii) a typographical error.  Determining whether an error is a “Clerical Error” is within the reasonable judgment of the Broker-Dealer, provided that the Broker-Dealer has a record of the correct Order that shows it was so received or so generated prior to the Submission Deadline.

“Electronic Means” means, facsimile transmission, email transmission or other similar electronic means of communication providing evidence of transmission, including a telephone communication confirmed by any other method set forth in this definition.

“Error Correction Deadline” means one hour after the Auction Agent completes the dissemination of the results of the Auction to Broker-Dealers without regard to the time of receipt of such results by any Broker-Dealer; provided, however, in no event will the Error Correction Deadline extend past 4:00 p.m., New York City time unless the Auction Agent experiences technological failure or force majeure in disseminating the Auction results which causes a delay in dissemination past 3:00 p.m., New York City time.

“Existing Owner” means a Person who is listed as the beneficial owner of Auction Rate Bonds in the records of the Auction Agent; provided, however, that for purposes of conducting an Auction, the Auction Agent may consider a Broker-Dealer acting on behalf of its customer as an Existing Owner.

“Flexible Auction Period” means with respect to a Series of Auction Rate Bonds, 

(a)
any period of 182 days or less which is divisible by seven and which begins on an Interest Payment Date and ends (i) in the case of a Series of Auction Rate Bonds with Auctions generally conducted on Fridays, on a Sunday unless such Sunday is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day, (ii) in the case of a Series of Auction Rate Bonds with Auctions generally conducted on Mondays, on a Monday unless such Monday is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day, (iii) in the case of a Series of Auction Rate Bonds with Auctions generally conducted on Tuesdays, on a Tuesday unless such Tuesday is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day, (iv) in the case of a Series of Auction Rate Bonds with Auctions generally conducted on Wednesdays, on a Wednesday unless such Wednesday is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day, and (v) in the case of a Series of Auction Rate Bonds with Auctions generally conducted on Thursdays, on a Thursday unless such Thursday is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business Day or 

(b)
any period which is longer than 182 days which begins on an Interest Payment Date and ends not later than the final scheduled maturity date of such Series of Auction Rate Bonds.

“Hold Order” means an Order to hold the Auction Rate Bonds as provided in Section 2.01(a) of this Appendix or such an Order deemed to have been submitted as provided in Section 2.01(c) of this Appendix.

“Index” has the meaning specified in Section 2.07 of this Appendix.

“Initial Period” means the period from the Closing Date to but not including [________ __, 2007 with respect to the 2007 Series D-1 Bonds, ________ __, 2007 with respect to the 2007 Series D-2 Bonds, ________ __, 2007 with respect to the 2007 Series E-1 Bonds and ________ __, 2007 with respect to the 2007 Series E-2 Bonds].

“Interest Payment Date” with respect to Auction Rate Bonds bearing interest at Auction Period Rates, means, notwithstanding anything else in the Indenture to the contrary, [________ __, ____ for the 2007 Series D-1 Bonds, _________ __, ____ for the 2007 Series D-2 Bonds, ______, ___, for the 2007 Series E-1 Bonds _________ __, ____and ______ ___, for the 2007 Series E-2 Bonds] and thereafter (a) when used with respect to any Auction Period other than a daily Auction Period or a Flexible Auction Period, the Business Day immediately following such Auction Period, (b) when used with respect to a daily Auction Period, the first Business Day of the month immediately succeeding such Auction Period, (c) when used with respect to a Flexible Auction Period of (i) seven or more but fewer than 183 days, the Business Day immediately following such Flexible Auction Period, or (ii) 183 or more days, each April 1 and October 1, and April 1 and October 1, and on the Business Day immediately following such Flexible Auction Period, and (d) the Maturity Date.

“Maximum Rate” “means, as of any Auction Date, the product of the Index multiplied by the Auction Multiple; provided, however, that the Maximum Rate will not exceed the Maximum Interest Rate.

“Order” means a Hold Order, Bid or Sell Order.

“Potential Owner” means any Person, including any Existing Owner, who may be interested in acquiring a beneficial interest in the Auction Rate Bonds in addition to the Auction Rate Bonds currently owned by such Person, if any; provided, however, that for purposes of conducting an Auction, the Auction Agent may consider a Broker-Dealer acting on behalf of its customer as a Potential Owner.  

“Prevailing Rating” means (a) AAA/Aaa, if the Auction Rate Bonds will have a rating of AAA or better by S&P and a rating of Aaa or better by Moody’s, (b) if not AAA/Aaa, AA/Aa if the Auction Rate Bonds will have a rating of AA- or better by S&P and a rating of Aa3 or better by Moody’s, (c) if not AAA/Aaa or AA/Aa, A/A if the Auction Rate Bonds will have a rating of A- or better by S&P and a rating of A3 or better by Moody’s, and (d) if not AAA/Aaa, AA/Aa or A/A, then below A/A, whether or not the Auction Rate Bonds are rated by any securities rating agency.  For purposes of this definition, S&P’s rating categories of “AAA,” “AA,” and “A-” and Moody’s rating categories of “Aaa,” “Aa3” and “A3,” will be deemed to refer to and include the respective rating categories correlative thereto in the event that any such Rating Agencies will have changed or modified their generic rating categories or if any successor thereto appointed in accordance with the definitions thereof will use different rating categories.  If the Auction Rate Bonds are not rated by a Rating Agency, the requirement of a rating by such Rating Agency will be disregarded.  If the ratings for the Auction Rate Bonds are split between two of the foregoing categories, the lower rating will determine the Prevailing Rating.  If there is no rating, then the Auction Rate will be the Maximum Auction Rate.

“Sell Order” has the meaning specified in subsection (a) of Section 2.01 of this Appendix.

“Submission Deadline” means 1:00 p.m., New York City time, on each Auction Date not in a daily Auction Period and 11:00 a.m., New York City time, on each Auction Date in a daily Auction Period, or such other time on such date as will be specified from time to time by the Auction Agent if directed in writing by the Trustee or the Authority pursuant to the Auction Agreement as the time by which Broker-Dealers are required to submit Orders to the Auction Agent.  Notwithstanding the foregoing, the Auction Agent will follow the Securities Industry and Financial Markets Association’s Early Market Close Recommendations for shortened trading days for the bond markets (the “SIFMA Recommendation”) unless the Auction Agent is instructed otherwise in writing by the Trustee or the Authority.  In the event of a SIFMA Recommendation with respect to an Auction Date, the Submission Deadline will be 11:30 a.m., instead of 1:00 p.m., New York City time.

“Submitted Bid” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.

“Submitted Hold Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.

“Submitted Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.

“Submitted Sell Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.

“Sufficient Clearing Bids” means for each Series of Auction Rate Bonds, an Auction for which the number of Units of such Auction Rate Bonds that are the subject of Submitted Bids by Potential Owners specifying one or more rates not higher than the Maximum Rate is not less than the number of Units of such Auction Rate Bonds that are the subject of Submitted Sell Orders and of Submitted Bids by Existing Owners specifying rates higher than the Maximum Rate.

“Units” has the meaning set forth in Section 2.02(a)(iii) of this Appendix. 

“Winning Bid Rate” means for each Series of Auction Rate Bonds, the lowest rate specified in any Submitted Bid of such Series which if calculated by the Auction Agent as the Auction Period Rate would cause the number of Units of such Auction Rate Bonds that are the subject of Submitted Bids specifying a rate not greater than such rate to be not less than the number of Units of Available Bonds of such Series.

ARTICLE II

Auction Procedures

Section 2.01.
Orders by Existing Owners and Potential Owners.  (a)  Prior to the Broker-Dealer Deadline for each Series of Auction Rate Bonds on each Auction Date:

(i)
each Existing Owner may submit to a Broker-Dealer, in writing or by such other method as is reasonably acceptable to such Broker-Dealer, one or more Orders as to:

(A)
the principal amount of Auction Rate Bonds, if any, held by such Existing Owner which such Existing Owner commits to continue to hold for the next succeeding Auction Period without regard to the Auction Rate for such Auction Period,

(B)
the principal amount of Auction Rate Bonds, if any, held by such Existing Owner which such Existing Owner commits to continue to hold for the next succeeding Auction Period if the Auction Rate for the next succeeding Auction Period is not less than the rate per annum specified in such Bid (and if the Auction Rate is less than such specified rate, the effect of the Order will be as set forth in paragraph (b)(i)(A) of this Section), and/or

(C)
the principal amount of Auction Rate Bonds, if any, held by such Existing Owner which such Existing Owner offers to sell on the next succeeding Interest Payment Date (or on the same day in the case of a daily Auction Period) without regard to the Auction Rate for the next succeeding Auction Period; and

(ii)
each Potential Owner may submit to a Broker-Dealer, in writing or by such other method as is reasonably acceptable to such Broker-Dealer, an Order as to the principal amount of Auction Rate Bonds, which each such Potential Owner offers to purchase if the Auction Rate for the next succeeding Auction Period is not less than the rate per annum then specified by such Potential Owner.

For the purposes of these Auction Procedures an Order containing the information referred to in clause (i)(A) above is referred to as a “Hold Order,” an Order containing the information referred to in clause (i)(B) or (ii) above is referred to as a “Bid,” and an Order containing the information referred to in clause (i)(C) above is referred to as a “Sell Order.”

No Auction Desk of a Broker-Dealer will accept as an Order a submission (whether received from an Existing Owner or a Potential Owner or generated by the Broker-Dealer for  its own account) which does not conform to the requirements of the Auction Procedures, including, but not limited to, submissions which are not in Authorized Denominations, specify a rate which contains more than three figures to the right of the decimal point or specify an amount greater than the amount of Outstanding Auction Rate Bonds.  No Auction Desk of a Broker-Dealer will accept a Bid or Sell Order which is conditioned on being filled in whole or which does not specify a specific interest rate.  “Auction Desk” means the business unit of a Broker-Dealer that fulfils the responsibilities of a Broker-Dealer, including soliciting Bids for Auction Rate Bonds while they bear interest at the Auction Period Rate.

(b)  (i)
A Bid by an Existing Owner will constitute an offer to sell on the next succeeding Interest Payment Date (or the same day in the case of a daily Auction Period):

(A)
the principal amount of Auction Rate Bonds specified in such Bid if the Auction Rate for the next succeeding Auction Period will be less than the rate specified in such Bid; or

(B)
such principal amount or a lesser principal amount of Auction Rate Bonds to be determined as described in subsection (a)(v) of Section 2.05 hereof if the Auction Rate for the next succeeding Auction Period will be equal to such specified rate; or

(C)
a lesser principal amount of Auction Rate Bonds to be determined as described in subsection (b)(iv) of Section 2.05 hereof if such specified rate will be higher than the Maximum Rate and Sufficient Clearing Bids do not exist.

(ii)
A Sell Order by an Existing Owner will constitute an offer to sell:

(A)
the principal amount of Auction Rate Bonds specified in such Sell Order; or

(B)
such principal amount or a lesser principal amount of Auction Rate Bonds as described in subsection (b)(iv) of Section 2.05 hereof if Sufficient Clearing Bids do not exist.

(iii)
A Bid by a Potential Owner will constitute an offer to purchase:

(A)
the principal amount of Auction Rate Bonds specified in such Bid if the Auction Rate for the next succeeding Auction Period will be higher than the rate specified therein; or

(B)
such principal amount or a lesser principal amount of Auction Rate Bonds as described in subsection (a)(vi) of Section 2.04 hereof if the Auction Rate for the next succeeding Auction Period will be equal to such specified rate.

(c)
Anything herein to the contrary notwithstanding:

(i)
If an Order  or Orders covering all of the Auction Rate Bonds of a particular Series held by an Existing Owner is not submitted to the Broker-Dealer of record for such Existing Owner prior to the Broker-Dealer Deadline, such Broker-Dealer will deem a Hold Order to have been submitted on behalf of such Existing Owner covering the principal amount of Auction Rate Bonds held by such Existing Owner and not subject to Orders submitted to such Broker-Dealer; provided, however, that if there is a conversion from one Auction Period to a longer Auction Period and Orders have not been submitted to such Broker-Dealer prior to the Broker-Dealer Deadline covering the aggregate principal amount of Auction Rate Bonds of a particular Series to be converted held by such Existing Owner, such Broker-Dealer will deem a Sell Order to have been submitted on behalf of such Existing Owner covering the principal amount of Auction Rate Bonds to be converted held by such Existing Owner not subject to Orders submitted to such Broker-Dealer.

(ii)
for purposes of any Auction, any Order by any Existing Owner or Potential Owner will be revocable until the Broker-Dealer Deadline, and after the Broker-Dealer Deadline all such Orders will be irrevocable except as provided in Section 2.02(e); and

(iii)
for purposes of any Auction other than during a Daily Auction Period, any Auction Rate Bonds sold or purchased pursuant to subsection (b)(i), (ii) or (iii) above will be sold or purchased at a price equal to 100% of the principal amount thereof; provided that, for purposes of any Auction during a Daily Auction Period, such sale or purchase price will be 100% of the principal amount thereof plus accrued interest to the date of sale or purchase.

Section 2.02.
Submission of Orders by Broker-Dealers to Auction Agent.

(a)
Each Broker-Dealer will submit to the Auction Agent in writing, through the Auction Agent’s auction processing system or by such other Electronic Means as is reasonably acceptable to the Auction Agent, prior to the Submission Deadline on each Auction Date, all Orders accepted by such Broker-Dealer in accordance with Section 2.01 above and specifying with respect to each Order or aggregation of Orders pursuant to Section 2.02(e) below:

(i)
the name of the Broker-Dealer;

(ii)
the number of Bidders placing Orders;

(iii)
the aggregate number of Units of Auction Rate Bonds of a Series, if any, that are the subject of such Order, where each Unit is equal to the principal amount of the Authorized Denomination of the Auction Rate Bonds;

(iv)
to the extent that such Bidder is an Existing Owner:

(A)
the number of Units of Auction Rate Bonds of a Series, if any, subject to any Hold Order placed by such Existing Owner;

(B)
the number of Units of Auction Rate Bonds of a Series, if any, subject to any Bid placed by such Existing Owner and the rate specified in such Bid; and

(C)
the number of Units of Auction Rate Bonds of a Series, if any, subject to any Sell Order placed by such Existing Owner; and

(v)
to the extent such Bidder is a Potential Owner, the rate specified in such Bid.

(b)
If more than one Bid is submitted to a Broker-Dealer on behalf of any Potential Owner, the Broker-Dealer will aggregate each Bid submitted with the same rate and consider them a single Bid and will consider each Bid submitted with a different rate a separate Bid with the rate and the number of Units of Auction Rate Bonds specified therein.

A Broker-Dealer may aggregate the Orders of different Potential Owners with those of other Potential Owners on whose behalf the Broker-Dealer is submitting Orders and may aggregate the Orders of Existing Owners with other Existing Owners on whose behalf the Broker-Dealer is submitting Orders; provided, however, Bids may only be aggregated if the interest rates on the Bids are the same when rounded pursuant to the provisions of Section 2.03(b) below. 

(c)
None of the Authority the Trustee or the Auction Agent will be responsible for the failure of any Broker-Dealer to submit an Order to the Auction Agent on behalf of any Existing Owner or Potential Owner.

(d)
Nothing contained herein will preclude a Broker-Dealer from placing an Order for some or all of the Auction Rate Bonds for its own account.

(e)
Until the Submission Deadline, a Broker-Dealer may for any reason withdraw or modify any Order previously submitted to the Auction Agent.

(f)
After the Submission Deadline and prior to the Error Correction Deadline, a Broker-Dealer may:

(i)
submit to the Auction Agent an Order received from an Existing Owner or Potential Owner or generated by the Broker-Dealer for its own account, in either case prior to the Submission Deadline (provided that the Broker-Dealer has a record of such Order and the time when such Order was received or generated) and not submitted to the Auction Agent prior to the Submission Deadline as a result of (A) an event of force majeure or a technological failure which made delivery prior to the Submission Deadline impossible or impracticable or (B) a Clerical Error on the part of the Broker-Dealer; or 

(ii)
modify or withdraw an Order received from an Existing Owner or Potential Owner or generated by the Broker-Dealer for its own account and submitted to the Auction Agent prior to the Submission Deadline or pursuant to clause (i) above, if the Broker-Dealer determines that such Order contained a Clerical Error on the part of the Broker-Dealer.

In situations where: (i) a Broker-Dealer customarily notifies the Auction Agent of its Bids electronically, (ii) there is a technological failure which prevents the Broker-Dealer from submitting its Bid electronically,  (iii) Broker-Dealer notifies the Auction Agent prior to the Submission Deadline that it is experiencing technological failure and will not be able to submit its Bids prior to the Submission Deadline and (iv) Broker-Dealer does not have a record of an Order for its own account as a result of the technological failure, then the Broker-Dealer may submit an Order for its own account after the Submission Deadline and prior to the Error Correction Deadline by certifying to the Auction Agent that it would have submitted such Order but for the technological failure and providing such affidavits and indemnification as the Auction Agent may reasonably require. 

In the event a Broker-Dealer makes such a submission, modification or withdrawal and the Auction Agent has already run the Auction, the Auction Agent will rerun the Auction, taking into account such submission, modification or withdrawal.  Each such submission, modification or withdrawal of an Order submitted by a Broker-Dealer after the Submission Deadline and prior to the Error Correction Deadline will constitute a representation by the Broker-Dealer that, (A) in the case of a newly submitted Order, the failure to submit such Order prior to the Submission Deadline resulted from an event described in clause (i) above and such Order was received from an Existing Owner or Potential Owner prior to the Submission Deadline or generated internally by such Broker-Dealer for its own account prior to the Submission Deadline or (B) in the case of a modified or withdrawn Order, such Order was received from an Existing Owner or a Potential Owner prior the Submission Deadline or generated internally by such Broker-Dealer for its own account prior to the Submission Deadline and such Order as submitted to the Auction Agent contained a Clerical Error on the part of the Broker-Dealer and that such Order has been modified or withdrawn solely to effect a correction of such Clerical Error, and in the case of either (A) or (B), as applicable, the Broker-Dealer has a record of such Order and the time when such Order was received or generated.  The Auction Agent will be entitled to rely conclusively (and will have no liability for relying) on such representation for any and all purposes of the Auction Procedures. 

(g)
If after the Auction Agent announces the results of an Auction, a Broker-Dealer becomes aware that an error was made by the Auction Agent, the Broker-Dealer will communicate such awareness to the Auction Agent prior to the Error Correction Deadline.  If the Auction Agent determines there has been  such an error (as a result of either a communication from a Broker-Dealer or its own discovery) prior to the final settlement of transfers with respect to such Auction at DTC, the Auction Agent will correct the error and notify each Broker-Dealer that submitted Bids or held a position in Auction Rate Bonds in such Auction of the corrected results.  

(h)
Nothing contained herein will preclude the Auction Agent from:

(i)
advising a Broker-Dealer prior to the Submission Deadline that it has not received Sufficient Clearing Bids for the Auction Rate Bonds, provided, however, that if the Auction Agent so advises any Broker-Dealer, it will so advise all Broker-Dealers;

(ii)
verifying the Orders of a Broker-Dealer prior to or after the Submission Deadline, provided, however, that if the Auction Agent verifies the Orders of any Broker-Dealer, it will verify the Orders of all Broker-Dealers requesting such verification; or

(iii)
contacting a Broker-Dealer who has submitted an Order that does not conform to the requirements of these Auction Procedures and requesting  that such Broker-Dealer resubmit such Order so that it conforms to the requirements of these Auction Procedures.

Section 2.03.
 Treatment of Orders by the Auction Agent.  Anything herein to the contrary notwithstanding:

(a)
If the Auction Agent receives an Order which does not conform to the requirements of these Auction Procedures, the Auction Agent may contact the Broker-Dealer submitting such Order for a period of up to one hour after the Submission Deadline and request that such Broker-Dealer resubmit such Order so that it conforms to the requirements of these Auction Procedures.  Upon any such request, such Broker-Dealer may correct and resubmit to the Auction Agent any such Order, that solely as a result of a Clerical Error on the part of such Broker-Dealer, did not conform to the requirements of these Auction Procedures when previously submitted to the Auction Agent.   Any such resubmission by a Broker-Dealer will constitute a representation by such Broker-Dealer that the failure of such Order to have so conformed was solely as a result of a Clerical Error on the part of such Broker-Dealer.  If the Auction Agent has not received a corrected conforming Order within one hour and fifteen minutes of the Submission Deadline, the Auction Agent will, if and to the extent applicable, adjust or apply such Order, as the case may be,  in conformity with the provisions of subsections (b), (c) or (d) of this Section 2.03 and, if the Auction Agent is unable to so adjust or apply such Order, the Auction Agent will reject such Order.

(b)
If any rate specified in any Bid contains more than three figures to the right of the decimal point, the Auction Agent will round such rate up to the next highest one thousandth of one percent (0.001%).

(c)
If one or more Orders covering in the aggregate more than the number of Units of Outstanding Auction Rate Bonds of a particular Series  are submitted by a Broker-Dealer to the Auction Agent, such Orders will be considered valid as follows:

(i)
all Hold Orders will be considered Hold Orders, but only up to and including in the aggregate the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record;

(ii)
(A)
any Bid of a Broker-Dealer will be considered valid as a Bid of an Existing Owner up to and including the excess of the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record over the number of Units of the Auction Rate Bonds of such Series subject to Hold Orders referred to in paragraph (i) above;

(B)
subject to clause (A) above, all Bids of a Broker-Dealer with the same rate will be aggregated and considered a single Bid of an Existing Owner up to and including the excess of the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record over the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record subject to Hold Orders referred to in paragraph (i) above;

(C)
subject to clause (A) above, if more than one Bid with different rates is submitted by a Broker-Dealer, such Bids will be considered Bids of an Existing Owner in the ascending order of their respective rates up to the amount of the excess of the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record over the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record subject to Hold Orders referred to in paragraph (i) above; and

(D)
the number of Units, if any, of such Auction Rate Bonds of such Series subject to Bids not considered to be Bids for which such Broker-Dealer is the Broker-Dealer of record under this paragraph (ii) will be treated as the subject of a Bid by a Potential Owner; 

(iii)
all Sell Orders will be considered Sell Orders, but only up to and including the number of Units of Auction Rate Bonds of such Series equal to the excess of the number of Units of Auction Rate Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record over the sum of the number of Units of the Auction Rate Bonds of such Series considered to be subject to Hold Orders pursuant to paragraph (i) above and the principal amount of Auction Rate Bonds of such Series considered to be subject to Bids for which such Broker-Dealer is the Broker-Dealer of record pursuant to paragraph (ii) above.

(d)
If any Order is for other than an integral number of Units, then the Auction Agent will round the amount down to the nearest number of whole Units, and the Auction Agent will conduct the Auction Procedures as if such Order had been submitted in such number of Units.

(e)
For purposes of any Auction other than during a daily Auction Period, if an Auction Agent has been notified by the Trustee or the Authority that any portion of an Order by a Broker-Dealer relates to an Auction Rate Bond which has been called for redemption on or prior to the Interest Payment Date next succeeding such Auction, the Order will be invalid with respect to such portion and the Auction Agent will conduct the Auction Procedures as if such portion of such Order had not been submitted.

(f)
For purposes of any Auction other than during a daily Auction Period, no portion of an Auction Rate Bond which the Auction Agent has been notified by the Trustee or the Authority has been called for redemption on or prior to the Interest Payment Date next succeeding such Auction will be included in the calculation of Available Bonds for such Auction.  

(g)
If an Order or Orders covering all of the Auction Rate Bonds of a particular Series  is not submitted by a Broker-Dealer of record prior to the Submission Deadline, the Auction Agent will deem a Hold Order to have been submitted on behalf of such Broker-Dealer covering the principal amount of Auction Rate Bonds for which such Broker-Dealer is the Broker-Dealer of record and not subject to Orders submitted to the Auction Agent; provided, however, that if there is a conversion from one Auction Period to a longer Auction Period and Orders have not been submitted by such Broker-Dealer prior to the Submission Deadline covering the aggregate principal amount of Auction Rate Bonds of a particular Series to be converted for which such Broker-Dealer is the Broker-Dealer of record, the Auction Agent will deem a Sell Order to have been submitted on behalf of such Broker-Dealer covering the principal amount of Auction Rate Bonds to be converted for which such Broker-Dealer is the Broker-Dealer of record not subject to Orders submitted by such Broker-Dealer.

Section 2.04.
Determination of Auction Period Rate.  (a) If requested by the Trustee or a Broker-Dealer, not later than 10:30 a.m., New York City time (or such other time as may be agreed to by the Auction Agent and all Broker-Dealers), on each Auction Date for each Series of Auction Rate Bonds, the Auction Agent will advise such Broker-Dealer (and thereafter confirm to the Trustee, if requested) the All Hold Rate, the Maximum Rate and the Index.  Such advice, and confirmation, will be made by telephone or other Electronic Means acceptable to the Auction Agent.

(b)
Promptly after the Submission Deadline for each Series of Auction Rate Bonds on each Auction Date, the Auction Agent will assemble all Orders submitted or deemed submitted to it by the Broker-Dealers (each such Order as submitted or deemed submitted by a Broker-Dealer being hereinafter referred to as a “Submitted Hold Order,” a “Submitted Bid” or a “Submitted Sell Order,” as the case may be, and collectively as a “Submitted Order”) and will determine (i) the Available Bonds, (ii) whether there are Sufficient Clearing Bids, and (iii) the Auction Rate.

(c)
Promptly after the Auction Agent has made such determination, it will advise the Trustee by Electronic Means of the Auction Rate for the next succeeding Auction Period and the Trustee will promptly notify the  Securities Depository of such Auction Rate.

(d)
In the event the Auction Agent fails to calculate or, for any reason, fails to timely provide the Auction Rate for any Auction Period, (i) if the preceding Auction Period was a period of 35 days or less, the new Auction Period will be the same as the preceding Auction Period and the Auction Period Rate for the new Auction Period will be the same as the Auction Period Rate for the preceding Auction Period, and (ii) if the preceding Auction Period was a period of greater than 35 days, the preceding Auction Period will be extended to the seventh day following the day that would have been the last day of such Auction Period had it not been extended (or if such seventh day is not followed by a Business Day then to the next succeeding day which is followed by a Business Day) and the Auction Period Rate in effect for the preceding Auction Period will continue in effect for the Auction Period as so extended.  In the event an Auction Period is extended as set forth in clause (ii) of the preceding sentence, an Auction will be held on the last Business Day of the Auction Period as so extended to determine an Auction Rate for an Auction Period beginning on the Business Day immediately following the last day of the Auction Period as extended and ending on the date on which it otherwise would have ended had the prior Auction Period not been extended.

Notwithstanding the foregoing, no Auction Period Rate will be extended for more than 35 days.  If at the end of the 35 days the Auction Agent fails to calculate or provide the Auction Rate, the Auction Period Rate will be the Maximum Rate.

(e)
In the event of a failed conversion with respect to the Auction Rate Bonds of a Series to a Daily Rate, a Weekly Rate, a Commercial Paper Rate, a Term Rate or a Fixed Rate, or in the event of a failure to change the length of the current Auction Period due to the lack of Sufficient Clearing Bids at the Auction on the Auction Date for the first new Auction Period, the Auction Rate for the next Auction Period will be the Maximum Auction Rate and the Auction Period will be a seven-day Auction Period.

(f)
If the Auction Rate Bonds are no longer maintained in book-entry-only form by DTC, then the Auctions will cease and the Auction Period Rate will be the Maximum Rate.

Section 2.05.
Allocation of Auction Rate Bonds.

(a)
In the event of Sufficient Clearing Bids for a Series of Auction Rate Bonds, subject to the further provisions of subsections (c) and (d) below, Submitted Orders for each Series of Auction Rate Bonds will be accepted or rejected as follows in the following order of priority:

(i)
the Submitted Hold Order of each Existing Owner will be accepted, thus requiring each such Existing Owner to continue to hold the Auction Rate Bonds that are the subject of such Submitted Hold Order;

(ii)
the Submitted Sell Order of each Existing Owner will be accepted and the Submitted Bid of each Existing Owner specifying any rate that is higher than the Winning Bid Rate will be rejected, thus requiring each such Existing Owner to sell the Auction Rate Bonds that are the subject of such Submitted Sell Order or Submitted Bid;

(iii)
the Submitted Bid of each Existing Owner specifying any rate that is lower than the Winning Bid Rate will be accepted, thus requiring each such Existing Owner to continue to hold the Auction Rate Bonds that are the subject of such Submitted Bid;

(iv)
the Submitted Bid of each Potential Owner specifying any rate that is lower than the Winning Bid Rate will be accepted, thus requiring each such Potential Owner to purchase the Auction Rate Bonds that are the subject of such Submitted Bid;

(v)
the Submitted Bid of each Existing Owner specifying a rate that is equal to the Winning Bid Rate will be accepted, thus requiring each such Existing Owner to continue to hold the Auction Rate Bonds that are the subject of such Submitted Bid, but only up to and including the number of Units of Auction Rate Bonds obtained by multiplying (A) the aggregate number of Units of Outstanding Auction Rate Bonds which are not the subject of Submitted Hold Orders described in paragraph (i) above or of Submitted Bids described in paragraphs (iii) or (iv) above by (B) a fraction the numerator of which will be the number of Units of Outstanding Auction Rate Bonds held by such Existing Owner subject to such Submitted Bid and the denominator of which will be the aggregate number of Units of Outstanding Auction Rate Bonds subject to such Submitted Bids made by all such Existing Owners that specified a rate equal to the Winning Bid Rate, and the remainder, if any, of such Submitted Bid will be rejected, thus requiring each such Existing Owner to sell any excess amount of Auction Rate Bonds;

(vi)
the Submitted Bid of each Potential Owner specifying a rate that is equal to the Winning Bid Rate will be accepted, thus requiring each such Potential Owner to purchase the Auction Rate Bonds that are the subject of such Submitted Bid, but only in an amount equal to the number of Units of Auction Rate Bonds obtained by multiplying (A) the aggregate number of Units of Outstanding Auction Rate Bonds which are not the subject of Submitted Hold Orders described in paragraph (i) above or of Submitted Bids described in paragraphs (iii), (iv) or (v) above by (B) a fraction the numerator of which will be the number of Units of Outstanding Auction Rate Bonds subject to such Submitted Bid and the denominator of which will be the sum of the aggregate number of Units of Outstanding Auction Rate Bonds subject to such Submitted Bids made by all such Potential Owners that specified a rate equal to the Winning Bid Rate, and the remainder of such Submitted Bid will be rejected; and

(vii)
the Submitted Bid of each Potential Owner specifying any rate that is higher than the Winning Bid Rate will be rejected.

(b)
In the event there are not Sufficient Clearing Bids for a Series of Auction Rate Bonds, subject to the further provisions of subsections (c) and (d) below, Submitted Orders for each Series of Auction Rate Bonds will be accepted or rejected as follows in the following order of priority:

(i)
the Submitted Hold Order of each Existing Owner will be accepted, thus requiring each such Existing Owner to continue to hold the Auction Rate Bonds that are the subject of such Submitted Hold Order;

(ii)
the Submitted Bid of each Existing Owner specifying any rate that is not higher than the Maximum Rate will be accepted, thus requiring each such Existing Owner to continue to hold the Auction Rate Bonds that are the subject of such Submitted Bid;

(iii)
the Submitted Bid of each Potential Owner specifying any rate that is not higher than the Maximum Rate will be accepted, thus requiring each such Potential Owner to purchase the Auction Rate Bonds that are the subject of such Submitted Bid;

(iv)
the Submitted Sell Orders of each Existing Owner will be accepted as Submitted Sell Orders and the Submitted Bids of each Existing Owner specifying any rate that is higher than the Maximum Rate will be deemed to be and will be accepted as Submitted Sell Orders, in both cases only up to and including the number of Units of Auction Rate Bonds obtained by multiplying (A) the aggregate number of Units of Auction Rate Bonds subject to Submitted Bids described in paragraph (iii) of this subsection (b) by (B) a fraction the numerator of which will be the number of Units of Outstanding Auction Rate Bonds held by such Existing Owner subject to such Submitted Sell Order or such Submitted Bid deemed to be a Submitted Sell Order and the denominator of which will be the number of Units of Outstanding Auction Rate Bonds subject to all such Submitted Sell Orders and such Submitted Bids deemed to be Submitted Sell Orders, and the remainder of each such Submitted Sell Order or Submitted Bid will be deemed to be and will be accepted as a Hold Order and each such Existing Owner will be required to continue to hold such excess amount of Auction Rate Bonds; and

(v)
the Submitted Bid of each Potential Owner specifying any rate that is higher than the Maximum Rate will be rejected.

Section 2.06.
Notice of Auction Period Rate.  (a) On each Auction Date, the Auction Agent will notify each Broker-Dealer that participated in the Auction held on such Auction Date by Electronic Means acceptable to the Auction Agent and the applicable Broker-Dealer of the following, with respect to each Series of Auction Rate Bonds for which an Auction was held on such Auction Date:

(i)
the Auction Period Rate determined on such Auction Date for the succeeding Auction Period;

(ii)
whether Sufficient Clearing Bids existed for the determination of the Winning Bid Rate;

(iii)
if such Broker-Dealer submitted a Bid or a Sell Order on behalf of an Existing Owner, whether such Bid or Sell Order was accepted or rejected and the number of Units of Auction Rate Bonds, if any, to be sold by such Existing Owner;

(iv)
if such Broker-Dealer submitted a Bid on behalf of a Potential Owner, whether such Bid was accepted or rejected and the number of Units of Auction Rate Bonds, if any, to be purchased by such Potential Owner;

(v)
if the aggregate number of Units of the Auction Rate Bonds to be sold by all Existing Owners on whose behalf such Broker-Dealer submitted Bids or Sell Orders is different from the aggregate number of Units of Auction Rate Bonds to be purchased by all Potential Owners on whose behalf such Broker-Dealer submitted a Bid, the name or names of one or more Broker-Dealers (and the Agent Member, if any, of each such other Broker-Dealer) and the number of Units of Auction Rate Bonds to be (A) purchased from one or more Existing Owners on whose behalf such other Broker-Dealers submitted Bids or Sell Orders or (B) sold to one or more Potential Owners on whose behalf such Broker-Dealer submitted Bids; and

(vi)
the immediately succeeding Auction Date.

(b)
On each Auction Date, with respect to each Series of Auction Rate Bonds for which an Auction was held on such Auction Date, each Broker-Dealer that submitted an Order on behalf of any Existing Owner or Potential Owner will, if requested: (i) advise each Existing Owner and Potential Owner on whose behalf such Broker-Dealer submitted an Order as to (A) the Auction Period Rate determined on such Auction Date, (B) whether any Bid or Sell Order submitted on behalf of each such Owner was accepted or rejected and (C) the immediately succeeding Auction Date; (ii) instruct each Potential Owner on whose behalf such Broker-Dealer submitted a Bid that was accepted, in whole or in part, to instruct such Potential Owner’s Agent Member to pay to such Broker-Dealer (or its Agent Member) through DTC the amount necessary to purchase the number of Units of Auction Rate Bonds to be purchased pursuant to such Bid (including, with respect to the Auction Rate Bonds in a daily Auction Period, accrued interest if the purchase date is not an Interest Payment Date for such Bond) against receipt of such Auction Rate Bonds; and (iii) instruct each Existing Owner on whose behalf such Broker-Dealer submitted a Sell Order that was accepted or a Bid that was rejected in whole or in part, to instruct such Existing Owner’s Agent Member to deliver to such Broker-Dealer (or its Agent Member) through DTC the number of Units of Auction Rate Bonds to be sold pursuant to such Bid or Sell Order against payment therefor.

(c)
the Auction Agent will give notice of the auction rate to the Authority and the Trustee by mutually acceptable Electronic Means and the Trustee will promptly give notice of such Auction Rate to DTC.

Section 2.07.
Index.  (a) The Index on any Auction Date with respect to Auction Rate Bonds in any Auction Period of 35 days or less will be the One Month LIBOR Rate on such date.  The Index with respect to Auction Rate Bonds in any Auction Period of more than 35 days will be the rate on United States Treasury Securities having a maturity which most closely approximates the length of the Auction Period as last published in The Wall Street Journal or such other source as may be mutually agreed upon by the Authority and the Broker-Dealers.  If either rate is unavailable, the Index will be an index or rate agreed to by all Broker-Dealers and consented to by the Authority.  For the purpose of this Section 2.07 an Auction Period of 35 days or less means a 35-day Auction Period or shorter Auction Period, i.e. a 35-day Auction Period which is extended because of a holiday would still be considered an Auction Period of 35 days or less.

(b)
If for any reason on any Auction Date the Index will not be determined as hereinabove provided in this Section, the Index will be the Index for the Auction Period ending on such Auction Date. 

(c)
The determination of the Index as provided herein will be conclusive and binding upon the Authority, the Trustee, the Broker-Dealers, the Auction Agent and the Owners of the Auction Rate Bonds. 

Section 2.08.
Miscellaneous Provisions Regarding Auctions.

(a)
In this Appendix, each reference to the purchase, sale or holding of Auction Rate Bonds will refer to beneficial interests in Auction Rate Bonds, unless the context clearly requires otherwise.

(b)
During an Auction Rate Mode with respect to each Series of Auction Rate Bonds, the provisions of the Indenture and the definitions contained therein and described in this Appendix, including without limitation the definitions of All Hold Rate, Index, Interest Payment Date, Maximum Rate, Auction Period Rate and Auction Rate, may be amended pursuant to the Indenture by obtaining the consent of the owners of all affected Outstanding Auction Rate Bonds bearing interest at the Auction Period Rate as follows.  If on the first Auction Date occurring at least 20 days after the date on which the Trustee mailed notice of such proposed amendment to the registered owners of the affected Outstanding Auction Rate Bonds as required by the Indenture, (i) the Auction Period Rate which is determined on such date is the Winning Bid Rate or the All Hold Rate and (ii) there is delivered to the Authority and the Trustee an opinion of Bond Counsel to the effect that such amendment will not adversely affect the validity of the Auction Rate Bonds or any exemption from federal income tax to which the interest on the Auction Rate Bonds would otherwise be entitled, the proposed amendment will be deemed to have been consented to by the owners of all affected Outstanding Auction Rate Bonds bearing interest at an Auction Period Rate.

(c)
If DTC notifies the Authority that it is unwilling or unable to continue as registered owner of the Auction Rate Bonds or if at any time DTC will no longer be registered or in good standing under the Securities Exchange Act of 1934, as amended, or other applicable statute or regulation and a successor to DTC is not appointed by the Authority within 90 days after the Authority receives notice or becomes aware of such condition, as the case may be, the Auctions will cease and the Authority will execute and the Trustee will authenticate and deliver certificates representing the Auction Rate Bonds.  Such Auction Rate Bonds will be registered in such names and Authorized Denominations as DTC, pursuant to instructions from the Agent Members or otherwise, will instruct the Authority and the Trustee.

During an Auction Rate Mode, so long as the ownership of the Auction Rate Bonds is maintained in book-entry form by DTC, an Existing Owner or a beneficial owner may sell, transfer or otherwise dispose of an Auction Rate Bond only pursuant to a Bid or Sell Order in accordance with the Auction Procedures or to or through a Broker-Dealer, provided that (i) in the case of all transfers other than pursuant to Auctions, such Existing Owner or its Broker-Dealer or its Agent Member advises the Auction Agent of such transfer and (ii) a sale, transfer or other disposition of Auction Rate Bonds from a customer of a Broker-Dealer who is listed on the records of that Broker-Dealer as the holder of such Auction Rate Bonds to that Broker-Dealer or another customer of that Broker-Dealer will not be deemed to be a sale, transfer or other disposition for purposes of this paragraph if such Broker-Dealer remains the Existing Owner of the Auction Rate Bonds so sold, transferred or disposed of immediately after such sale, transfer or disposition.

Section 2.09.
Changes in Auction Period or Auction Date.

(a)
Changes in Auction Period. 

(i)
During any Auction Rate Mode, the Authority, may, from time to time on the Interest Payment Date immediately following the end of any Auction Period, change the length of the Auction Period with respect to all of the Auction Rate Bonds of a Series among daily, seven-days, 28-days, 35-days, three months, six months or a Flexible Auction Period in order to accommodate economic and financial factors that may affect or be relevant to the length of the Auction Period and the interest rate borne by such Auction Rate Bonds.  The Authority will initiate the change in the length of the Auction Period by giving written notice to the Authority, the Trustee, each 2007 Credit Provider, the Auction Agent, the Broker-Dealers and DTC that the Auction Period will change if the conditions described herein are satisfied and the proposed effective date of the change, at least 10 Business Days prior to the Auction Date for such Auction Period.

(ii)
Any such changed Auction Period will be for a period of one day, seven-days, 28-days, 35-days, three months, six months or a Flexible Auction Period and will be for all of the Auction Rate Bonds of such Series.

(iii)
The change in length of the Auction Period will take effect only if Sufficient Clearing Bids exist at the Auction on the Auction Date for such new Auction Period.  For purposes of the Auction for such new Auction Period only, except to the extent such Existing Owner submits an Order with respect to such Bonds each Existing Owner will be deemed to have submitted Sell Orders with respect to all of its Auction Rate Bonds of such Series if the change is to a longer Auction Period and a Hold Order if the change is to a shorter Auction Period.  If there are not Sufficient Clearing Bids for the first Auction Period, the Auction Rate for the new Auction Period will be the Maximum Rate, and the Auction Period will be a seven-day Auction Period.

(b)
Changes in Auction Date.  During any Auction Rate Mode, the Auction Agent, at the direction of the Authority, may specify an earlier Auction Date (but in no event more than five Business Days earlier) than the Auction Date that would otherwise be determined in accordance with the definition of “Auction Date” in order to conform with then current market practice with respect to similar securities or to accommodate economic and financial factors that may affect or be relevant to the day of the week constituting an Auction Date and the interest rate borne by the Auction Rate Bonds.  The Auction Agent will provide notice of the Authority’s direction to specify an earlier Auction Date for an Auction Period by means of a written notice delivered at least 45 days prior to the proposed changed Auction Date to the Trustee, the Authority, the Broker-Dealers and DTC.  In the event that Auction Agent is instructed to specify an earlier Auction Date, the days of the week on which an Auction Period begins and ends, the day of the week on which a Flexible Auction Period ends and the Interest Payment Date relating to a Flexible Auction Period will be adjusted accordingly.

(c)
Changes Resulting from Unscheduled Holidays.  If, in the opinion of the Auction Agent and the Broker-Dealers, there is insufficient notice of an unscheduled holiday to allow the efficient implementation of the Auction Procedures set forth herein, the Auction Agent and the Broker-Dealers may, as they deem appropriate, set a different Auction Date and adjust any Interest Payment Dates and Auction Periods affected by such unscheduled holiday.  

ARTICLE III

Auction Agent

Section 3.01.
Auction Agent.

(a)
The Auction Agent will be appointed by the Trustee at the written direction of the Authority, to perform the functions specified in this Seventh Supplemental Indenture.  The Auction Agent will signify its acceptance of the duties and obligations imposed upon it under this Seventh Supplemental Indenture by entering into an Auction Agreement, which will set forth such procedural and other matters relating to the implementation of the Auction Procedures as will be satisfactory to the Authority and the Trustee.

(b)
Subject to any applicable governmental restrictions, the Auction Agent may be or become the owner of or trade in Auction Rate Bonds with the same rights as if such entity were not the Auction Agent.

Section 3.02.
Qualifications of Auction Agent; Resignation; Removal.  The Auction Agent must be (a) a bank or trust company organized under the laws of the United States or any state or territory thereof and having a combined capital stock, surplus and undivided profits of at least $30,000,000, or (b) a member of NASD having a capitalization of at least $30,000,000 and, in either case, authorized by law to perform all the duties imposed upon it by the Indenture and a member of or a participant in DTC.  The Auction Agent may at any time resign and be discharged of the duties and obligations created by the Indenture by giving at least ninety (90) days’ notice to the Authority, the Credit Provider and the Trustee.  The Auction Agent may be removed by the Authority by such notice, delivered to the Auction Agent, the Credit Provider and the Trustee as may be agreed to between the Auction Agent and the Authority.  Upon any such resignation or removal, the Trustee will at the written direction of the Authority appoint a successor Auction Agent meeting the requirements of this Seventh Supplemental Indenture.  In the event of the resignation or removal of the Auction Agent, the Auction Agent will pay over, assign and deliver any moneys and Auction Rate Bonds held by it in such capacity to its successor.  The Auction Agent will continue to perform its duties until its successor has been appointed by the Trustee.

ARTICLE IV

Broker-Dealers

Section 4.01.
Broker-Dealers.  One or more Broker-Dealers will be appointed by the Authority to perform the functions specified in this Seventh Supplemental Indenture with respect to each Series of Auction Rate Bonds that is initially issued in an Auction Rate Mode.  One or more Broker-Dealers will be appointed by the Authority with respect to other 2007 Auction Rate Bonds on or prior to the effective date of a change in the Interest Rate Mode applicable to the Auction Rate Bonds of such Series to an Auction Rate Mode.  Each Broker-Dealer will signify its acceptance of the duties and obligations imposed upon it under this Seventh Supplemental Indenture by entering into a Broker-Dealer Agreement, which will set forth such procedural and other matters relating to the performance of its functions as will be satisfactory to the Authority and the Trustee.

Section 4.02.
Resignation; Removal.  Any Broker-Dealer may at any time resign and be discharged of the duties and obligations created by the Indenture by giving such notice to the Authority and the Trustee as may be agreed to between the Broker-Dealer and the Authority.  Any Broker-Dealer may be removed by the Authority by such notice, delivered to the Authority and the Trustee as may be agreed to between the Broker-Dealer and the Authority.  Upon any such resignation or removal, the Authority will appoint a successor Broker-Dealer.  In the event of the resignation or removal of any Broker-Dealer, such Broker-Dealer will pay over, assign and deliver any moneys and Auction Rate Bonds held by it in such capacity to its successor.










This Preliminary Official Statement and the information contained herein are subject to completion or amendment.  These securities may not be sold nor may offers to buy be accepted prior to the time the Official Statement is delivered in final form.  Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful.














*	Preliminary, subject to change.


**	Upon satisfaction of certain conditions set forth in the Indenture, the 2007 Variable Rate Demand Bonds of each Series may bear interest calculated pursuant to a different Interest Rate Determination Method (which may be the Daily Rate, the Weekly Rate, the Commercial Paper Rate, the Auction Period Rate, the Term Rate or the Fixed Rate), provided however, that all Series 2007 Bonds of the same Series must be in the same Interest Rate Determination Method.  See “DESCRIPTION OF THE SERIES 2007 BONDS.”


	This Official Statement is not intended to provide information about the 2007 Variable Rate Demand Bonds after conversion to an Interest Rate Determination method other than the Daily Rate.


	While in a Daily Rate Period or a Weekly Rate Period, as applicable, the Series 2007 Bonds are subject to optional and mandatory tender for purchase in authorized denominations at the purchase price equal to the principal amount thereof, without premium, plus accrued interest to the Purchase Date (the “Purchase Price”).  See “DESCRIPTION OF THE SERIES 2007 BONDS.”


�	CUSIP numbers have been assigned by an organization not affiliated with the Authority and are included solely for the convenience of the public.  Neither the Authority nor the Underwriters take any responsibility for the accuracy of such numbers.


*	Preliminary, subject to change.


**	Upon satisfaction of certain conditions set forth in the Indenture, the 2007 Auction Rate Bonds of each Series may bear interest calculated pursuant to a different Interest Rate Determination Method (which may be the Daily Rate, the Weekly Rate, the Commercial Paper Rate, the Auction Period Rate, the Term Rate or the Fixed Rate), provided however, that all Series 2007 Bonds of the same Series must be in the same Interest Rate Determination Method.  See “DESCRIPTION OF THE SERIES 2007 BONDS.”


This Official Statement is not intended to provide information about the 2007 Auction Rate Bonds after conversion to another Interest Rate Determination Method.


	While in an Auction Rate Mode the Series 2007 Bonds are subject to mandatory tender for purchase upon conversion to a different Interest Rate Determination Method, in authorized denominations at the purchase price equal to the principal amount thereof, without premium, plus accrued interest to the Purchase Date (the “Purchase Price”).  See “DESCRIPTION OF THE SERIES 2007 BONDS.”


†	CUSIP numbers have been assigned by an organization not affiliated with the Authority and are included solely for the convenience of the public.  Neither the Authority nor the Underwriters take any responsibility for the accuracy of such numbers.


*	Preliminary, subject to change.


c 	Priced to first call date of April 20__ at par.


� 	CUSIP numbers have been assigned by an organization not affiliated with the Authority and are included solely for the reader’s convenience.  Neither the Authority nor the Underwriters take any responsibility for the accuracy of such numbers.








* Preliminary, subject to change.





�	RM2 also authorizes $50 million for the construction of the Benicia-Martinez Bridge in addition to amounts authorized under RM1, bringing the total project authorizations under RM2 to $1.515 billion.
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