APPENDIX A

THE RELATED ENTITIES

This Appendix A is dated April 29, 2011 and contains information only through that date (or the specific
earlier dates noted herein, such as year-end December 31, 2010 financial and statistical information). MTA
intends to update and supplement specific information contained herein (1) through revised Continuing
Disclosure Filings, (2) as part of its quarterly financial statement reports, and (3) in connection with its
periodic issuance of bonds, notes and other obligations. MTA expects to file such updated and supplemental
information with the Municipal Securities Rulemaking Board and its Electronic Municipal Market Access
system (“EMMA”) and to incorporate such information herein by specific cross-reference. Such information
is also posted on the MTA website under “About the MTA — Financial Information” at www.mta.info for
convenience. All of the information is accurate as of its respective date. MTA retains the right to update and
supplement specific information contained herein as events warrant.

Certain statements included in this Appendix A constitute “forward-looking statements.” Such
statements generally are identifiable by the terminology used, such as “plan,” “expect,” “estimate,” “budget,”
“project,” “forecast” or other similar words. Such forward-looking statements include, but are not limited
to, certain statements contained in the information under the captions “FINANCIAL INFORMATION -
FINANCIAL PLANS AND CAPITAL PROGRAMS” and “PUBLIC DEBT SECURITIES AND OTHER
FINANCIAL INSTRUMENTS.” 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. Except as
set forth in the preceding paragraphs, MTA 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.
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PART 1. BUSINESS



THE RELATED ENTITIES
Legal Status and Public Purpose

The Metropolitan Transportation Authority (“MTA”) was created by special New York State legislation in
1965 (the “Metropolitan Transportation Authority Act,” New York Public Authorities Law, Title 11, Section 1260,
et. seq.), as a public benefit corporation. MTA is a corporate entity separate and apart from the State of New York
(the “State”), without any power of taxation — frequently called a “public authority.” MTA has the responsibility for
developing and implementing a unified mass transportation policy for The City of New York (the “City”) and
Dutchess, Nassau, Orange, Putnam, Rockland, Suffolk and Westchester counties (collectively with the City, the
“MTA Commuter Transportation District”).

MTA carries out these responsibilities directly and through its subsidiaries and affiliates, which are also public
benefit corporations. The following entities, listed by their legal names, are subsidiaries of MTA:

The Long Island Rail Road Company,
Metro-North Commuter Railroad Company,
Staten Island Rapid Transit Operating Authority,
Metropolitan Suburban Bus Authority,

MTA Bus Company, and

MTA Capital Construction Company.

The following entities, listed by their legal names, are affiliates of MTA:

e  Triborough Bridge and Tunnel Authority, and
e New York City Transit Authority, and its subsidiary, the Manhattan and Bronx Surface Transit Operating
Authority.

MTA and the foregoing subsidiaries and affiliates are collectively referred to herein, from time to time, as the
“Related Entities.” Throughout this Appendix A, the Related Entities are referred to by their popular names, which
are listed below under “Use of Popular Names.”

Certain insurance coverage for the Related Entities is provided by a New York State-licensed captive insurance
public benefit corporation subsidiary of MTA, First Mutual Transportation Assurance Company (“FMTAC”). See
“INSURANCE.”

MTA and its subsidiaries are generally governed by the Metropolitan Transportation Authority Act, being Title
11 of Article 5 of the New York Public Authorities Law, as from time to time amended (the “MTA Act”).

Triborough Bridge and Tunnel Authority is generally governed by the Triborough Bridge and Tunnel Authority
Act, being Title 3 of Article 3 of the New York Public Authorities Law, as from time to time amended (the “MTA
Bridges and Tunnels Act”).

The New York City Transit Authority and its subsidiary are generally governed by the New York City Transit
Authority Act, being Title 9 of Article 5 of the New York Public Authorities Law, as from time to time amended
(the “MTA New York City Transit Act”).

Due to the continuing business interrelationship of the Related Entities and their common governance and
funding, there are provisions of each of these three acts (the MTA Act, the MTA Bridges and Tunnels Act and the
MTA New York City Transit Act) that affect some or all of the other Related Entities in various ways.

Use of Popular Names

The following table sets forth the legal and popular names of the Related Entities. Throughout this
Appendix A, reference to each agency will be made using its popular name.
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Legal Name Popular Name

Metropolitan Transportation Authority MTA

New York City Transit Authority MTA New York City Transit

Manhattan and Bronx Surface Transit Operating Authority MaBSTOA

Staten Island Rapid Transit Operating Authority MTA Staten Island Railway

MTA Bus Company MTA Bus

Metropolitan Suburban Bus Authority MTA Long Island Bus

The Long Island Rail Road Company MTA Long Island Rail Road

Metro-North Commuter Railroad Company MTA Metro-North Railroad

MTA Capital Construction Company MTA Capital Construction

Triborough Bridge and Tunnel Authority MTA Bridges and Tunnels
Governance

MTA’s Board consists of a Chairman and 16 other voting Members, two non-voting Members and four
alternate non-voting Members, all of whom are appointed by the Governor with the advice and consent of the State
Senate. The four voting Members required to be residents of the counties of Dutchess, Orange, Putnam and
Rockland, respectively, cast only one collective vote. The other voting Members, including the Chairman, cast one
vote each (except that in the event of a tie vote, the Chairman shall cast one additional vote). Members of MTA are,
ex officio, the Members or Directors of the other Related Entities and FMTAC.

The Chairman is also the Chief Executive Officer of MTA and is responsible for the discharge of the executive
and administrative functions and powers of the Related Entities. The Chief Executive Officer of MTA is, ex officio,
the Chairman and Chief Executive Officer of the other Related Entities.

Facilities and Operations
The following is a summary of the facilities and operations presently conducted by the Related Entities.

MTA Headquarters (including the Business Service Center). MTA Headquarters includes the executive staff of
MTA, as well as a number of departments that perform largely all-agency functions, including audit, budget and
financial management, capital programs management, finance, governmental relations, insurance and risk
management, legal, planning, procurement, real estate, corporate compliance and ethics, and treasury. In addition,
MTA maintains its own Police Department with non-exclusive jurisdiction over all facilities of the Related Entities,
and MTA Headquarters is responsible for the costs and expenses of such police department.

Transit System. MTA New York City Transit and its subsidiary MaBSTOA operate all subway transportation
and substantially all of the public bus transportation within the City (the “Transit System”). Throughout this
Appendix A, unless otherwise noted, the term “Transit System” includes only the operations of MTA New York
City Transit and its subsidiary MaBSTOA, and does not include the operations of MTA Staten Island Railway
(except for certain capital projects included in the Transit Capital Programs, as defined below under “—Capital
Programs®), MTA Bus or MTA Long Island Bus.

Commuter System. MTA Long Island Rail Road and MTA Metro-North Railroad operate commuter rail
services in the MTA Commuter Transportation District (the “Commuter System”).

e MTA Long Island Rail Road operates commuter rail service between the City and Long Island and within
Long Island.
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e MTA Metro-North Railroad operates commuter rail service between the City and the northern suburban
counties of Westchester, Putnam and Dutchess; from the City through the southern portion of the State of
Connecticut; through an arrangement with New Jersey Transit, the Port Jervis and Pascack Valley
commuter rail services to Orange and Rockland Counties; and within such counties and the State of
Connecticut.

MTA Bus. MTA Bus operates certain bus routes in the City formerly served by seven private bus operators
pursuant to franchises granted by the City (the “MTA Bus System”). Under an agreement between the MTA and the
City, the City is responsible for paying MTA Bus the difference between the actual cost of operation and all
revenues and subsidies received by MTA Bus and allocable to the operation of the routes. Certain portions of the
MTA Bus capital program are included in the capital programs approved by the Review Board as described below
under “Capital Programs.” The City is not responsible for paying debt service on bonds issued by MTA for the
benefit of MTA Bus in connection with the 2005-2009 MTA Capital Programs described below; the debt service on
such bonds is being paid by MTA Bus and MTA. MTA Bus is an “Additional Related Transportation Entity” within
the meaning of the Transportation Resolution (as hereinafter defined), which allows MTA Bus to finance its capital
projects included in capital programs approved by the Review Board with Transportation Revenue Bonds. The
remainder of the MTA Bus capital costs is paid for by other available revenues. See “PUBLIC DEBT SECURITIES
AND OTHER FINANCIAL INSTRUMENTS — TRANSPORTATION REVENUE BONDS.”

MTA Long Island Bus. MTA Long Island Bus operates bus service on Long Island, predominantly in Nassau
County. The operating expenses of MTA Long Island Bus have been paid for by fares, State and local subsidies and
monies MTA provided from unencumbered funds. Capital needs of MTA Long Island Bus have been funded by
Nassau County, which owns the MTA Long Island Bus facilities. Nassau County has indicated that it intends to
privatize Nassau County bus service as of January 1, 2012; termination of the MTA Long Island Bus — provided
service is planned for the end of 2011.

MTA Staten Island Railway. MTA Staten Island Railway operates a single rapid transit line extending from the
Staten Island ferry terminal at St. George to the southern tip of Staten Island. MTA pays from unencumbered funds
the operating expenses of MTA Staten Island Railway not covered by fares, State and local subsidies and other
amounts. Capital needs of MTA Staten Island Railway are financed under Transit Capital Programs.

MTA Bridges and Tunnels. MTA Bridges and Tunnels operates all nine of the intra-State toll bridges and
tunnels in the City.

e  MTA Bridges and Tunnels is authorized to issue its own obligations to finance the cost of capital costs and
projects of its own facilities and the Transit and Commuter Systems.

e MTA Bridges and Tunnels’ annual operating surplus, after meeting its own expenses and after payment of
debt service on its own obligations, is used to fund the operating expenses of the Transit System and the
Commuter System and/or to finance the cost of certain capital costs and projects of the Transit System and
the Commuter System, including payment of debt service on obligations of MTA issued to finance such
costs and projects.

e MTA Bridges and Tunnels’ annual surplus investment income, after meeting its own expenses and after
payment of debt service on its own obligations, is used at the MTA Board’s discretion to fund the operating
or capital expenses of any of the Related Entities.

MTA Capital Construction. MTA Capital Construction is responsible for the planning, design and construction
of current and future major MTA system expansion projects for the other Related Entities, including East Side
Access (bringing MTA Long Island Rail Road into Grand Central Terminal), extension of the No. 7 subway line
from Times Square south to 34th Street and Eleventh Avenue in Manhattan, the Lower Manhattan Fulton Street
Transit Center, system wide capital security projects, and the Second Avenue Subway.

Capital Programs. MTA is required to prepare and submit for approval to the Metropolitan Transportation
Authority Capital Program Review Board (the “Review Board”) successive five-year capital programs for the

A4



(1) Transit System and MTA Staten Island Railway and (2) Commuter System. MTA Bridges and Tunnels, MTA
Bus and MTA Long Island Bus undertake their own capital planning that is not subject to Review Board approval;
however, certain security projects of MTA Bridges and Tunnels and certain capital projects of MTA Bus have been
included in Review Board-approved MTA Capital Programs (as defined below).

As used in this Appendix A, the following terms shall have the following definitions:

e  The term “Capital Program,” as used in connection with any five-year period, shall refer to the combined
“MTA Capital Program” and “MTA Bridges and Tunnels Capital Program” for that period. For example,
the term “2010-2014 Capital Program” shall refer to the combined “2010-2014 MTA Capital Program” and
the “2010-2014 MTA Bridges and Tunnels Capital Program.”

e The term “MTA Capital Program,” as used in connection with any five-year period, shall refer to the
combined “MTA Transit Capital Program” and “MTA Commuter Capital Program” for that period. For
example, the term “2010-2014 MTA Capital Program” shall refer to the combined “2010-2014 Transit
Capital Program” and the “2010-2014 Commuter Capital Program.”

e The term “Transit Capital Program,” as used in connection with any five-year period, shall refer to the
capital program for MTA New York City Transit, MaBSTOA and MTA Staten Island Railway that is
approved by the Review Board for that five-year period.

e  The term “Commuter Capital Program,” as used in connection with any five-year period, shall refer to the
capital program for MTA Long Island Rail Road and MTA Metro-North Railroad that is approved by the
Review Board for that five-year period.

e The term “MTA Bridges and Tunnels Capital Program,” as used in connection with any five-year period,
shall refer to the capital program for MTA Bridges and Tunnels that is adopted by the Board, but that does
not need the approval of the Review Board to become effective.

Financial Operations

The MTA Board has adopted financial planning and budgeting practices for the Related Entities that require the
preparation of four-year financial plans covering the existing and three future fiscal (or calendar) years. The
preparation of the financial plans of the Related Entities includes provision for capital spending (including debt
service) authorized by the Capital Programs of the Related Entities, including those Capital Programs approved by
the Review Board as described above.

The implementation of the financial plans, as adopted from time to time, and the Capital Programs, as submitted
and amended from time to time, are interrelated and complex. Any failure to implement an important component of
one can adversely affect the implementation of the other. See generally “FINANCIAL PLANS AND CAPITAL
PROGRAMS.”

Financial Plans and Budgetary Practices.

e The MTA Board’s financial planning and budgeting practices for the Related Entities require the following
in each year:

o In July of each year, MTA Management will submit to the MTA Board a preliminary budget for
the next year and an update to the four-year financial plan (which includes the next year and the
three years thereafter).

o In September and October, the MTA Board and the operating committees of the MTA Board will

include the July preliminary budget and financial plan on their agendas. Public comments will be
solicited at the September meeting.
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o In November, a proposed final budget for the next fiscal year, together with a revised four-year
financial plan, will be submitted to the MTA Board.

o A final budget for the next fiscal year, following public comment, will be adopted by the MTA
Board by no later than December 31.

o No later than February, the MTA Budget staff will issue a report containing the supporting
schedules for the current year budget as adopted by the MTA Board the preceding December, as
well as an update to the four-year financial plan.

e Budget and financial plan documents are distributed to certain elected officials and posted on MTA’s
website for review by the public and will be posted on EMMA.

e Each of the Related Entities (other than MTA Bridges and Tunnels) is required by law to adopt an annual
budget that is self-sustaining on a cash basis, including self-generated fares and other revenues, as well as
operating subsidies of various types from numerous sources, including the State and local governments.
MTA Bridges and Tunnels generates surplus funds to finance the Transit and Commuter Systems.

e  MTA is required each year to update and submit to the Governor a five-year strategic operation plan (that
extends by one year the period covered by the four-year financial plan referenced above) that includes not
only estimated operating and capital cost information, but also long-range goals and objectives, planned
service and performance standards, and strategies to improve productivity.

e The State Comptroller has promulgated regulations that require the Related Entities to follow certain
guidelines in reporting certain budget and financial plan information.

e In an effort to present standardized financial reporting among all of the Related Entities, a common chart of
accounts has been adopted and other financial reporting changes have been made.

e  MTA prepares quarterly unaudited consolidated financial statements on behalf of the Related Entities as
described below under “—Quarterly Financial Statement Reports” and files them on EMMA.

Five-Year Capital Programs.

e The MTA Act requires the preparation of five-year capital programs for the (1) Transit System and MTA
Staten Island Railway and (2) Commuter System. MTA has included certain aspects of funding the MTA
Bus capital program in approved Capital Programs and certain MTA Bridges and Tunnels security projects

are included in a broader list of security projects in approved Capital Programs.

e Though not required by law, MTA Bridges and Tunnels prepares its own capital program that covers the
same time period as the MTA Capital Programs.

e MTA Bus’ annual capital program is prepared by MTA and funded through capital programs approved by
the Review Board and other available moneys.

e  MTA Long Island Bus’ annual capital program is prepared and funded by Nassau County after consultation
with MTA.

e The capital programs of MTA Bridges and Tunnels, MTA Bus and MTA Long Island Bus are not required
to be approved by the Review Board.

e For information relating to the most recent Capital Programs, see “FINANCIAL PLANS AND CAPITAL
PROGRAMS.”
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Quarterly Financial Statement Reports. MTA issues unaudited quarterly financial statement reports for the
Related Entities on a consolidated basis. The reports will be filed with EMMA and will be posted on MTA’s
website. The review of the quarterly financial statements is conducted in accordance with the standards established
by the American Institute of Certified Public Accountants.

Interagency Loans. The Related Entities are authorized to transfer their revenues, subsidies and other moneys
or securities to another Related Entity for use by such other Related Entity, provided at the time of such transfer it is
reasonably anticipated that the moneys and securities so transferred will be reimbursed, repaid or otherwise provided
for by the end of the next succeeding calendar year. The use of such interagency loans allows for cash flow
management on a more efficient MTA-wide basis and allows the Related Entities to meet their operating needs and
other periodic financial commitments generally without the use of public or private cash flow borrowings.
However, public cash flow borrowings were used to supplement interagency loans in 2009 and again in early 2010.

Public Statements and Reports by Others. From time to time, the Governor, the State Comptroller, the Mayor
of the City, the City Comptroller, County Executives, State legislators, City Council Members and other persons or
groups may make public statements, issue reports, institute proceedings or take actions that contain predictions,
projections or other information relating to the Related Entities or their financial condition, including potential
operating results for the current fiscal year and projected baseline surpluses or gaps for future years, that may vary
materially from, question or challenge the information provided herein or in budgets or financial plans prepared by
MTA. While MTA may not directly respond to each such statement or action, MTA intends to keep its Continuing
Disclosure Filings current and to prepare the quarterly financial statement reports and financial plan updates
described above. Investors and other market participants should refer to MTA’s filings, from time to time, for
information regarding the Related Entities and their financial condition.

Management

e  The Chairman and Members of MTA, by statute, are also the Chairman and Members of the other Related
Entities.

e  The Chairman of MTA is the Chief Executive Officer of MTA, who is responsible for the discharge of the
executive and administrative functions and powers of the Related Entities. The Chief Executive Officer of
MTA is, ex officio, the Chief Executive Officer of the other Related Entities.

e  FEach of the Related Entities has its own management that is responsible for its day-to-day operations.
The following are brief biographies of MTA’s senior officers.

Jay H. Walder, Chairman and Chief Executive Officer since September 2009. Chairman Walder has extensive
experience in the public transportation business. He began his career in 1983 at the MTA, heading its capital
program budget office, later serving as chief of staff and ultimately executive director and chief financial officer. In
those positions he played important roles in the creation of the MTA’s first Capital Program and the implementation
of the MetroCard. After leaving the MTA in 1995, he taught public policy at the John F. Kennedy School of
Government at Harvard University. He subsequently joined Transport for London (TfL), where he served as the
managing director for finance and development until 2006. TfL, created in 2000, is the integrated body responsible
for London’s transport services. Mr. Walder is credited with the introduction of the system’s extremely successful
and popular “Oyster card” and with leading the development of the transportation plans for London’s successful bid
for the 2012 Summer Olympics. From 2007 until rejoining the MTA, Mr. Walder was a partner at McKinsey &
Company, a management consulting firm advising leading companies on issues of strategy, organization,
technology, and operations. Mr. Walder grew up in the Rockways in Queens, New York, where he attended Beach
Channel High School. He attended Harpur College at the State University of New York at Binghamton, and
received a Master’s in Public Policy from the John F. Kennedy School of Government at Harvard University.

Charles Monheim, Chief Operating Officer since September 2009. Prior to being appointed Chief Operating

Officer, Mr. Monheim was an independent consultant since July 2008. Prior to then, he was General Manager of
Snapper Services Limited, Wellington, New Zealand, from September 2006 to July 2008, Director of Ticketing
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Systems and Fare Policy and Director of Oyster Card for Transport for London from July 2001 to July 2006, and an
independent consultant from September 1996 to June 2001. Mr. Monheim served in various management positions,
including Senior Vice President — Department of Buses, Director of Office of Management and Budget, and Chief
Mechanical Office, Subways of MTA New York City Transit between November 1982 and July 1996. Prior to then,
he was a policy analyst in the Office of the Mayor of the City of New York between January 1981 and
October 1982, and an analyst in the Fund for the City of New York between November 1976 and August 1978.
Mr. Monheim earned his undergraduate degree in English Literature from Amherst College and a masters in
business administration from Stanford University Business School.

Robert E. Foran, Chief Financial Officer since April 2010. Mr. Foran is responsible for the Budget, Financial
Management, Finance, Real Estate and Treasury departments at the MTA. Prior to this position, Mr. Foran spent 28
years as an investment banker in public finance, 16 years as the head of public finance for Bear, Stearns & Co. Inc.
Mr. Foran started his career in the audit division of Arthur Andersen & Co. where he became a Certified Public
Accountant. Mr. Foran is a graduate of Bob Jones University and the Harvard Business School.

James B. Henly, General Counsel since January 2007. Prior to joining MTA, Mr. Henly was Chief of the
Litigation Bureau at the Office of State Attorney General from 1999 to January 2007. Mr. Henly served as an
Assistant Corporation Counsel in the New York City Law Department from 1991 to 1999, prior to which he worked
as a law clerk to United States District Court Judge Robert W. Sweet, Southern District of New York and as a
litigation associate at the firm of Debevoise & Plimpton. Mr. Henly received a B.A. from Stanford University in
1984 and a J.D. from Yale Law School in 1987.

Diana Jones Ritter, Managing Director since July 2010. Prior to joining MTA, Ms. Ritter was Commissioner of
the NYS Office for People with Developmental Disabilities and held various senior level public service positions
over her 26 year career within State government. Ms. Ritter served as Executive Deputy Comptroller, Deputy
Comptroller for Administration and also as Assistant Deputy Comptroller of Management Audits during her twelve
years at the State Office of the State Comptroller. She also served as Executive Deputy Commissioner of Public
Health at the State Department of Health, Associate Commissioner at the State Office of Mental Retardation and
Associate Budget Examiner at the State Division of Budget where she began her career in State government in 1984.
Ms. Ritter holds a B.S. from Morgan State University, Baltimore, MD.
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PART 2. FINANCIAL INFORMATION
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CHANGES IN REVENUES OVER THE LAST DECADE
General

As more fully described below under “REVENUES OF THE RELATED ENTITIES,” collections of the
different sources of revenues available to the Related Entities have varied, in some cases substantially, for a variety
of reasons over the last ten years. Most of the revenues (including fares and tolls, dedicated taxes and miscellaneous
concession and other revenues) are affected by general and local economic factors, including employment levels,
stock market valuations and general economic activity, such as retail sales. The real estate-based revenues (i.e., the
mortgage recording taxes and the urban taxes for the Transit System), which are equal to set percentages of the
valuations of taxed transactions, have been adversely affected in the past two to three years by the lower level of
commercial and residential real property transactions, as well as the generally lower value of real estate. In addition,
the State’s and the City’s fiscal condition could affect their ability to subsidize the Related Entities and could affect
their willingness to continue to provide the revenues at given levels.

The following sections more fully describe some of the factors that have affected the most important revenue
sources over the last ten years.

Fares and Tolls

Ridership and Use of Bridges and Tunnels. The level of fare revenues depends to a large extent on MTA’s
ability to maintain and/or increase ridership levels on the Transit, Commuter and MTA Bus Systems. Similarly, the
level of toll revenues depends to a large extent on MTA Bridges and Tunnels’ ability to maintain and/or increase use
levels on its bridges and tunnels. Those ridership and use levels are affected by safety and the quality and efficiency
of systems operations, as well as by financial and economic conditions in the New York metropolitan area.

Fare and Toll Policy. MTA determines the rate or rates of fares charged to users of the Commuter System and
the MTA Bus system; MTA New York City Transit and MaBSTOA, together with MTA, do the same for the
Transit System; and MTA Bridges and Tunnels does the same for the MTA Bridges and Tunnels Facilities. After
adopting operating expense budgets and assessing the availability of governmental subsidies (other than in the case
of MTA Bridges and Tunnels), each makes a determination of fares and tolls necessary to operate on a self-
sustaining cash basis in compliance with State law and covenants in the relevant bond resolutions. After taking into
consideration the impact of increased fares on riders and increased tolls on bridge and tunnel users and of both on
the regional economy, MTA may attempt to reduce costs or obtain additional revenues from other sources, mainly
governmental sources, before increasing fares and/or tolls. As a result, even though MTA does not generally need
other governmental approvals before setting fares and MTA Bridges and Tunnels does not generally need other
governmental approvals before setting tolls, the amount and timing of fare and toll increases may be affected by the
Federal, State and local government financial conditions, as well as by budgetary and legislative processes. MTA’s
obligation to obtain approval of fare increases on the New Haven line from the Connecticut Department of
Transportation (“CDOT?”) can also affect the amount and timing of fare increases.

Methods of Payment and Collection. MTA New York City Transit employs an automated fare collection
(“AFC”) system that utilizes MetroCard, as more fully described under “STATISTICAL INFORMATION -
RIDERSHIP AND FACILITIES USE — Transit System (MTA New York City Transit and MaBSTOA) Ridership —
Automated Fare Collection.” In addition to in-system sales at station booths and through vending machines,
MetroCards are presently sold through out-of-system vendors, by MTA Long Island Rail Road, MTA Metro-North
Railroad, MTA Long Island Bus, MTA Bus, other entities that use Metrocard and directly to businesses. In
connection with certain of these sales, a sales commission is netted out of the amounts paid to MTA New York City
Transit.

MTA New York City Transit offers an Easy Pass Express pre-payment program wherein customers pay for
their rides automatically by linking their MetroCard to a credit card or debit card. MTA New York City Transit also
has a program with senior citizens wherein their MetroCard usage is determined after the month and they are
retroactively charged at the least cost based upon their usage.



MTA New York City Transit has integrated its MetroCard system with MTA Bus, MTA Long Island Bus,
PATH, JFK Air Train, Westchester County Bee Line, and Roosevelt Island Tram.

PATH, New Jersey Transit and MTA New York City Transit engaged in a six-month fare payment pilot
between June and November 2010 that utilized standard merchant transaction processing and allowed for the
acceptance of contactless bank-issued credit and debit cards directly at points of entry to subways and buses. This
“open payments standards” approach enabled customers to pay transit fares similar to how they pay for other retail
transactions, at both subway turnstiles and bus fareboxes on selected routes. In the pilot, customers were able to
choose between prefunding fares or using the “pay-as-you-go” option, not available today with MetroCard, with the
added advantage of being able to view and manage their stored account information on-line via website and by
phone through a call center.

Both MTA Long Island Rail Road and MTA Metro-North Railroad permit payment of certain fares by check
and by credit and debit card at most sales venues except “On Board”. MTA Metro-North Railroad implemented the
use of portable “On Board” ticket issuing machines to permit additional sales by credit and debit cards in the future.
The MTA Long Island Railroad is closely following the use of “On Board” ticket issuing machines and will evaluate
the progress for use on MTA Long Island Rail Road. MTA Long Island Rail Road and MTA Metro-North Railroad
Mail & Ride customers can purchase a combined MetroCard-monthly commuter ticket through Mail & Ride or at
ticket office or ticket vending machines.

MTA Bridges and Tunnels employs an electronic toll collection system (“E-ZPass”) at all of its bridges and
tunnels. MTA Bridges ad Tunnels’ E-ZPass program requires prepayment on behalf of the customers. Substantially
all of the E-ZPass users prepay with credit cards or checks.

Payment by means other than cash (1) creates a potential risk of actual collection and (2) could delay the timing
of the actual receipt of payment by the providers. Following the standard industry practice for credit, debit and
smart cards, fare and toll payments made by those means will produce cash receipts to the applicable authority and
trustee which are net of standard discounts and transaction fees to the merchant processors, card associations and
card issuers. Further, (1) the collection of fares and tolls by other governmental entities using an integrated payment
system, such as MetroCard or E-ZPass, whereby a customer can purchase a card or pass from any of the entities for
use on all of the systems, and (2) the use of the Related Entities’ electronic media at commercial establishments,
may subject the amounts due to MTA New York City Transit, MTA Bus and MTA Bridges and Tunnels to multiple
liens and claims prior to the time that the fares or tolls are actually earned through use of the applicable facilities.
The payment of fares and tolls by non-cash methods, including checks and credit, debit and smart cards, is subject
to, among other things, collection risk, including, without limitation, bankruptcy, insolvency and other creditor and
debtor rights involving both the user of the facilities and the collection and processing entities.

Fare and Toll Increases During the Last Decade. Fares on the commuter rail, subway and bus systems and
tolls on the bridges and tunnels did not change between 1995 and 2003, one of the longest periods of time without
an increase in the history of the systems. During this period, the State increased certain special tax supported
operating subsidies and fees in order to assist in the funding of operations and the approved capital programs. Due
to general national and regional economic conditions since 2001, fares and tolls have been increased at various
times. While ridership of the Transit and Commuter Systems and use of the MTA Bridges and Tunnels Facilities
have fluctuated, fare and toll increases have allowed the revenues derived from such sources to generally increase
during the last decade. Fares and tolls were increased effective in 2003, 2005, 2008, 2009 and 2010, as more fully
described herein under the following captions “RIDERSHIP AND FACILITIES USE”: “Transit System (MTA New
York City Transit and MaBSTOA) Ridership — Fares,” “Commuter System Ridership — Fares,” “MTA Bus
Ridership — Fares,” and “MTA Bridges and Tunnels — Total Revenue Vehicles.”

State and Local General Operating Subsidies

As more fully described herein under “REVENUES OF THE RELATED ENTITIES — State and Local General
Operating Subsidies,” under the Section 18-b statewide mass transportation operating assistance program (the
“Section 18-b Program”) payments to the MTA for the Transit System and the Commuter System are made
quarterly on the basis of specific appropriations by the Legislature, and the City and the counties served by the
Commuter System are required to make matching payments. The level of general operating subsidies paid annually
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to the Related Entities is not dependent on the level of collection of certain taxes or fees or any statutory formula.
Consequently, the amount paid to the Related Entities under the Section 18-b Program is dependent on the
willingness and the financial ability of the State, the City and such counties to make such payments.

State Special Tax Supported Operating Subsidies

Since 1980, in response to anticipated operating deficits of State mass transit systems, the State has enacted
legislation dedicating to the Related Entities specified portions of Statewide and regional taxes and fees. Currently,
subject to annual appropriation, as more fully described herein under “REVENUES OF THE RELATED ENTITIES
— State Special Tax Supported Operating Subsidies,” a specified share of the following revenues are paid to the
Related Entities:

the MTTF Receipts (the “MTTF Receipts”), which are deposited in the State’s dedicated mass
transportation trust fund and paid to MTA by deposit into a dedicated tax fund (the “Dedicated Tax Fund”):

o certain business privilege taxes imposed by the State on petroleum businesses;
o aportion of the motor fuel tax on gasoline and diesel fuel; and
o certain motor vehicle fees, including both registration and non-registration fees; and

the MMTOA Receipts (the “MMTOA Receipts”), which are deposited in the MMTOA Account
(hereinafter defined) and paid to MTA by deposit into the Dedicated Tax Fund:

o a3/8 of one percent regional sales tax;
o atemporary regional franchise tax surcharge on certain businesses;
o taxes on certain transportation and transmission companies; and

o an additional portion of the business privilege tax imposed on petroleum businesses.

Since 2000, the State has made the following additions to the tax supported operating subsidies:

Effective in 2000, portions of the following: (1) Statewide gasoline and diesel motor fuel taxes; and
(2) certain Statewide motor vehicle registration fees.

Effective in 2001, (1) an additional portion of the Statewide gasoline and diesel motor fuel taxes; and (2) a
greater percentage of the additional portion of the business privilege tax imposed on petroleum businesses.

Effective in 2003, (1) additional portions of the gasoline and diesel motor fuel taxes; and (2) certain motor
vehicle fees other than registration fees.

Effective in 2005, (1) additional motor vehicle fees; and (2) an increase in the regional sales tax share from
1/4% to 3/8%.

Effective in 2009, a regional payroll mobility tax; regional supplemental fees on learner’s permits and
driver’s licenses and car registrations and renewals; a regional tax on certain cab rides originating within
the City; and a supplemental tax on regional automobile rentals. See “REVENUES OF THE RELATED
ENTITIES — Metropolitan Transportation Authority Financial Assistance Fund Receipts” below.

Collections of each of the above-referenced subsidies vary depending on the level of business activity, either
Statewide or regionally. In addition, all of these subsidies are subject to State appropriation. As part of the State’s
deficit reduction plan in 2009, the State Legislature reduced its prior appropriations to the MTA for 2009 by $143
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million. This was the first time that an existing appropriation to MTA had been reduced under circumstances in
which the money was derived from a “dedicated” MTA tax and had already been collected by the State.

Financial Assistance and Service Reimbursements from Local Municipalities

Commuter System Station Maintenance Payments. The City and each of the seven counties in the
Transportation District outside the City are billed an amount fixed by statute for the operation, maintenance and use
of Commuter System passenger stations within the City and each county. The amount is adjusted each year
for increases or decreases in the consumer price index for wage earners and clerical workers in the New
York, Northeastern-New Jersey Consolidated Metropolitan Statistical Area. The State Legislature has not
made any changes in the base amounts since 2000. Further modifications may be recommended to the State
Legislature every five years (the next such year being 2015) based upon changes made to commuter services.
In the event the City or any of the counties do not make their payments on a timely basis, the statute
provides a mechanism whereby the State Comptroller can withhold certain other payments in order to satisfy
the payments to the MTA. Consequently, the Commuter System station maintenance payments are stable and
generally grow gradually with corresponding annual changes in inflation. See “REVENUES OF THE RELATED
ENTITIES - Financial Assistance and Service Reimbursements from Local Municipalities — Commuter System
Station Maintenance Payments” below.

MTA Bus Reimbursements from the City. The City has agreed to reimburse MTA Bus the difference
between the actual cost of operation of the City Bus Routes (other than certain capital costs) and all revenues
and subsidies received by MTA Bus and allocable to the operation of the City Bus Routes. The annual
amounts payable by the City to MTA Bus are subject to review by the City and are dependent on the financial
condition of the City. See “REVENUES OF THE RELATED ENTITIES —Financial Assistance and Service
Reimbursements from Local Municipalities — MTA Bus Reimbursements from the City” below.

Real Estate Based Taxes

The most severely impacted revenues over the last three years have been the real estate based taxes — the
mortgage recording taxes and the urban tax for the Transit System. The amounts of the taxes collected vary
according to the level of activity and the valuations of the taxed transactions.

The mortgage recording taxes (MRT-1 and MRT-2) are described below under “REVENUES OF THE
RELATED ENTITIES — Mortgage Recording Taxes.” During the last ten years, they have ranged from a low
of approximately $236 million in 2010 to a high of approximately $761 million in 2006, with 2008, 2009 and
2010 collections amounting to approximately $396 million, $245 million and $236 million, respectively.

The urban taxes for the Transit System are described below under “REVENUES OF THE RELATED ENTITIES
—Urban Taxes for Transit System.” During the last ten years, they have ranged from a low of approximately
$173 million in 2003 to a high of approximately $953 million in 2007, with 2008, 2009 and 2010 collections
amounting to approximately $490 million, $154 million and $215 million, respectively.
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REVENUES OF THE RELATED ENTITIES

The following is a general description of certain revenues generated by the Related Entities. While it is not a
complete list of all revenues available, it does cover substantially all the revenues pledged to pay any one or more of
the securities described in Part 3 to this Appendix A under “PUBLIC DEBT SECURITIES AND OTHER
FINANCIAL INSTRUMENTS.” Each different MTA or MTA Bridges and Tunnels credit is supported by different
revenue streams. Reference is made to the audited financial statements of the various entities for more information
relating thereto. The information in the audited financial statements may differ with the information set forth below
in certain respects due to the classification of revenues or timing of receipt thereof. For example, while the Related
Entities use a calendar year as their fiscal year, the State has a fiscal year that begins on April 1. Some of the
information set forth below and under the caption “DEDICATED TAX FUND BONDS” relating to the State
subsidies reflects revenues received during the State’s fiscal year.

Fares and Tolls
Transit System Fares. Revenues are derived from fares charged to users of the Transit System. Fare revenues

on an accrual basis (not including school, elderly and paratransit reimbursement described below) for the past ten
years are as follows:

Fare Revenues Fare Revenues
Year (in millions) Year (in millions)
2001 $2,137 2006 $2,759
2002 2,135 2007 2,855
2003 2,396 2008 3,029
2004 2,570 2009 3,133
2005 2,643 2010 3,320

The current fare schedule includes a basic bus and subway fare of $2.25, as well as a variety of discounted fare
arrangements (as described in the next paragraph) covering the majority of passenger trips. Special fares are
available for senior citizens, persons with disabilities and school children and on certain special services. For a
description of historical fare levels and payment and collection methods and discount programs, see
“STATISTICAL INFORMATION — RIDERSHIP AND FACILITIES USE — Transit System (MTA New York City
Transit and MaBSTOA) Ridership — Fares” and “RIDERSHIP AND FACILITIES USE — Transit System (MTA
New York City Transit and MaBSTOA) Ridership — Automated Fare Collection” above.

For MetroCard users only, MTA has continued the elimination of two-fare zones, as well as the provision of
volume bonuses (a 7% increase in the face value of purchases of MetroCards costing $10 or more), unlimited-ride 7-
day and 30-day subway and bus passes and unlimited-ride 7-day combined express bus and regular bus/subway
passes. MTA also offers a program for unlimited-ride 30-day and 7-day express pass holders that enables the holder
to replace his or her lost pass at no cost (limit of 2 per calendar year per holder) if the pass was paid for by credit or
debit card. Although these programs decrease revenues per trip, MTA currently projects that, over the next few
years, revenues derived from fares charged to users of the Transit System will increase. The MetroCard system and
the addition of new means for the sale and payment of MetroCards have changed, and in the future will continue to
change, the manner and timing of receipt of revenues derived from fares and may provide the basis for additional
future incentive/discount programs. See “RIDERSHIP AND FACILITIES USE — Transit System Ridership —
Automated Fare Collection™ above.

MTA New York City Transit may fix and adjust Transit System fares without the approval or consent of any
other body or entity. However, as a recipient of Federal funding, MTA New York City Transit is obligated to
receive public comment prior to raising fares.

Transit System Fare Reimbursements from the City. MTA New York City Transit and MaBSTOA are required
by law to permit, upon the request of the Mayor of the City, free or reduced fares for one or more classes of users of
their facilities upon the agreement of the City to assume the burden of the resulting differential in fares and the
associated administrative costs. Pursuant to an ongoing request of the Mayor, MTA New York City Transit and
MaBSTOA have instituted free fare programs for certain school children and, as a requirement for obtaining grants
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from the Federal government, have continued a half-fare program for senior citizens and have instituted a half-fare
program for eligible disabled persons.

In 1995, the City ceased reimbursing MTA for the full costs of the free/reduced fare program for students.
Beginning in 1996, the State and the City each began paying $45 million per annum to MTA toward the cost of the
program. In 2009, the State reduced its $45 million reimbursement to $6.3 million but subsequently increased it to
$25.3 million in 2010.

MTA Bus Fares. Revenues are derived from fares charged to users of the MTA Bus System that are the
equivalent of fares charged on the bus systems operated by MTA New York City Transit and MaBSTOA. Fare

revenues on an accrual basis (not including school, elderly and paratransit reimbursement) since 2006 are as follows:

Fare Revenues

Year (in millions)
2006 $ 125.1
2007 139.8
2008 155.3
2009 160.0
2010 167.8

Commuter System Fares. Revenues, on an accrual basis, are derived from fares charged to users of the
Commuter System. Fare revenues on an accrual basis for the past ten years are as follows:

Fare Revenues Fare Revenues
Year (in millions) Year (in millions)
2001 $ 698 2006 $ 912
2002 691 2007 956
2003 771 2008 1,009
2004 814 2009 1,011
2005 880 2010 1,050

Fares are set in accordance with complicated formulae and vary in relation to the distance traveled. Discounts
are generally available for travel during off-peak hours, for senior citizens, children and persons with disabilities,
and for the purchase of weekly or monthly tickets by commuters. Mail and Ride monthly ticket purchasers can also
receive an additional discount for purchasing a 30-day unlimited-ride MetroCard with their commuter ticket.

MTA Long Island Rail Road and MTA Metro-North Railroad offer a 2% discount on the rail fare with the $104
unlimited ride Mail and Ride MetroCard option'.

MTA may fix and adjust Commuter System fares, except with respect to the New Haven Line, without the
approval or consent of any other body or entity. However, MTA is required to hold public hearings prior to the
change in any fare. In the case of the New Haven Line, MTA’s ability to change fares is subject to the approval of
CDOT pursuant to the terms of the joint service agreement among MTA, MTA Metro-North Railroad and CDOT.
At the present time, MTA is exempt from all Federal requirements relating to fares charged on interstate travel on
the New Haven Line.

! This discount is 4% for travel to/from Connecticut stations. In addition, a 2% discount is offered on the rail fare for all other Mail & Ride
customers who are traveling to/from Connecticut stations.



MTA Bridges and Tunnels Toll Revenues. Revenues are derived from tolls at the MTA Bridges and Tunnels
Facilities. Toll revenues on an accrual basis for the past ten years are as follows:

Toll Revenues Toll Revenues
Year (in thousands) Year (in thousands)
2001 $ 914,856 2006 $ 1,241,551
2002 933,134 2007 1,250,549
2003 1,021,938 2008 1,273,974
2004 1,096,988 2009 1,332,115
2005 1,204,944 2010 1,417,046

The average toll increased from $4.57 per vehicle in 2009 to $4.86 in 2010 primarily due to the full year effect
of the July 12, 2009 toll increase.

For more information relating to MTA Bridges and Tunnels’ tolls, see “RIDERSHIP AND FACILITIES USE —
Toll Rates.” See also the URS Report under the caption “TOLL COLLECTION ON THE TBTA FACILITIES.”

Combined Transit System, MTA Bus System, Commuter System and MTA Bridges and Tunnels Facilities fares
and tolls. The following bar chart shows the level of combined Transit System, MTA Bus System, Commuter
System and MTA Bridges and Tunnels Facilities fare and toll revenues since 2001.
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State and Local General Operating Subsidies

Section 18-b Program. The Section 18-b Program, a statewide mass transportation operating
assistance program, is administered by the State Commissioner of Transportation. Section 18-b Program payments
to MTA for the Transit System and Commuter System are made quarterly on the basis of specific annual
appropriations by the Legislature, rather than pursuant to the formula set forth in the statute that is applicable to
other transportation systems throughout the State.



Section 18-b Program payments on an accrual basis for the past ten years are as follows:

Section 18-b Section 18-b
Program Payments Program Payments

Year (in millions) Year (in millions)
2001 $381.9 2006 $381.8
2002 409.2 2007 381.8
2003 381.9 2008 381.7
2004 381.8 2009 380.9
2005 381.8 2010 381.4

The following bar chart shows the level of Section 18-b Program payments made since 2001.
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The State appropriates substantially all of such Section 18-b Program payments from a separate account (the
“Transportation District Account”) in a special State fund derived from the special taxes described below, the Mass
Transportation Operating Assistance Fund (the “MTOA Fund”). The remainder of such payments is appropriated
from the State’s General Fund. Appropriation from the Transportation District Account reduces the amount that
would otherwise be available to be appropriated to (1) MTA New York City Transit and MaBSTOA, and (2)
MTA for the Commuter System, from such Account, as described below under “State Special Tax Supported
Operating Subsidies — MMTOA Receipts.”

Under the Section 18-b Program:

° Whenever MTA New York City Transit or MaBSTOA receives a payment from the State,
the City is required to make a matching payment in accordance with amounts established by
the Legislature. In the event the City fails to make any required payment, the State
Comptroller is authorized to withhold an equivalent amount from certain State aid to the City
and to pay such amount directly to MTA New York City Transit or MaBSTOA.
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° Whenever MTA receives a payment from the State for the Commuter System, the City and
counties served by the Commuter System are required to make a matching payment in
accordance with amounts established by the Legislature. In the event the City and counties fail
to make any required payment, the State Comptroller is authorized to withhold an equivalent
amount from certain State aid to the City and counties and to pay such amount directly to MTA
for the Commuter System.

State Special Tax Supported Operating Subsidies

MTTF Receipts. Subject to annual appropriation, a specified share of the following MTTF-
Receipts are deposited in the State’s dedicated mass transportation trust fund and paid to MTA by deposit into the
Dedicated Tax Fund:

° a portion of the revenues derived from certain business privilege taxes imposed by the State
on petroleum businesses (see “PUBLIC DEBT SECURITIES AND OTHER
FINANCIAL INSTRUMENTS - DEDICATED TAX FUND BONDS - MTTF
Receipts — Dedicated Petroleum Business Tax”),

° a portion of the motor fuel tax on gasoline and diesel fuel (see “PUBLIC DEBT
SECURITIES AND OTHER FINANCIAL INSTRUMENTS — DEDICATED TAX
FUND BONDS —MTTF Receipts — Motor Fuel Tax”), and

° a portion of certain motor vehicle fees, including both registration and non-
registration fees (see “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL
INSTRUMENTS — DEDICATED TAX FUND BONDS — MTTF Receipts — Motor
Vehicle Fees”).

MMTOA Receipts. Subject to annual appropriation, a specified share of the following MMTOA
Receipts are deposited in the MMTOA Account and paid to MTA by deposit into the Dedicated Tax Fund:

° a 3/8 of one percent regional sales tax,

° a temporary regional franchise tax surcharge,

° a portion of taxes on certain transportation and transmission companies, and

° an additional portion of the business privilege tax imposed on petroleum businesses.

See “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL INSTRUMENTS — DEDICATED
TAX FUND BONDS — MMTOA Account — Special Tax Supported Operating Subsidies” for a more
detailed description of the MMTOA Receipts.



The following table sets forth the amount of MTTF Receipts and MMTOA Receipts received by MTA on an
accrual basis in each of the last ten years.

MMTOA
MTTF Receipts Receipts
Year (in millions) (in millions) Total*

2001 § 3635 $ 753.0 $ L1165
2002 431.5 859.5 1,291.0
2003 486.2 729.4 1,215.6
2004 558.2 734.9 1,293.2
2005 561.2 944.7 1,506.0
2006 612.7 1,266.7 1,879.4
2007 601.5 1,522.9 2,124.4
2008 612.7 1,647.8 2,260.5
2009 628.3 1,291.8 1,920.1
2010 602.3 1,266.9 1,869.2

*Totals may not add due to rounding.

The following bar chart shows the level of State special tax supported operating subsidies payments since 2001.

State Special Tax Supported Operating Subsidies Payments
(in $ millions)
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Use of MTTF Receipts and MMTOA Receipts. MTTF Receipts are used first to pay debt service on the
Dedicated Tax Fund Bonds described under “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL
INSTRUMENTS.” To the extent that MTTF Receipts are insufficient, MMTOA Receipts are used to pay the
remainder of the debt service on the Dedicated Tax Fund Bonds. All remaining MTTF Receipts and MMTOA
Receipts are then allocated to MTA New York City Transit and the Commuter System in accordance with the
formula provided by statute (85% to the Transit System and 15% to the Commuter System in the case of
MTTF Receipts; the relative percentage of that year’s State appropriation to the Transit System and the Commuter
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System, respectively, in the case of MMTOA Receipts; in each case reducing from their final payments the
respective amounts used for debt service).

Metropolitan Transportation Authority Financial Assistance Fund Receipts

Mobility Tax. In May 2009, the Governor signed legislation imposing a new payroll mobility tax within
the MTA Commuter Transportation District. A tax of 0.34% was imposed on the payroll expense of every
employer who engages in business within the MTA Commuter Transportation District and the net self-
employment earnings of individuals that are attributable to the MTA Commuter Transportation District. The
tax became effective on March 1, 2009 for employers other than public school districts and on September 1, 2009
for public school districts. Initial payments of the mobility tax, including all retroactive liability, were due
coincident with an employer’s first withholding tax payment owed on or after October 31, 2009. Revenue from the
mobility tax is deposited in the Mobility Tax Trust Account in the MTA Financial Assistance Fund.

Revenue from the mobility tax is deposited by the MTA when received from the State into the MTA
Finance Fund. The mobility tax funds can be (i) pledged by MTA to secure and be applied to the payment of
bonds to be issued in the future to fund capital projects of the Related Entities, and (ii) used by the MTA to pay
capital costs, including debt service of the Related Entities. Subject to the provisions of any such pledge, or in
the event there is no such pledge, the payroll mobility tax revenues can be used by the MTA to pay for costs,
including operating costs of the Related Entities. MTA currently expects to issue bonds under separate bond
resolutions payable from both revenue from the mobility tax and the MTA Aid Trust Account Revenues described
below.

For State Fiscal Year 2010-2011, the State collected $1,370.7 million in mobility tax revenues and transferred
an additional $22.6 million representing the State’s mobility tax liability from the General Fund to the Mobility
Tax Trust Account. For 2010, on an accrual basis, the MTA received $1,388 million in mobility tax revenues.

Certain litigation has been filed challenging the mobility tax and certain other revenues. See
“REGULATORY, EMPLOYMENT, INSURANCE AND LITIGATION MATTERS — LITIGATION — MTA —
Mobility Tax Litigation.”

MTA Aid Trust Account Revenues. The May 2009 legislation also directed revenues from the following
four new taxes and fees to the MTA Aid Trust Account of the MTA Financial Assistance Fund:

e a supplemental motor vehicle license fee of a dollar per six month interval in the MTA Commuter
Transportation District (effective September 1, 2009);

e in the MTA Commuter Transportation District, a supplemental motor vehicle registration fee of
$25 for each year that the registration is valid (effective September 1, 2009);

e a tax of fifty cents per taxicab ride on every ride that originates in the City and terminates
anywhere within the territorial boundaries of the MTA Commuter Transportation District (effective
November 1, 2009); and

e a supplemental tax of 5% on passenger car rentals in the MTA Commuter Transportation District
(effective June 1, 2009).

The new revenues, which are deposited by the MTA when received into the Corporate Transportation
Account of the MTA Special Assistance Fund, may be pledged by MTA or pledged to MTA Bridges and
Tunnels to secure debt of MTA or MTA Bridges and Tunnels. Subject to the provisions of such pledge, or in the
event there is no such pledge, such new revenues can be used by MTA for the payment of operating and capital
costs of the Related Entities.
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The following chart shows the revenues collected from each of the new taxes and fees for partial State Fiscal
Year 2009-2010 and estimates for State Fiscal Year 2010-2011:

MTA Aid Trust Account Revenues
(in millions)

Supplemental Supplemental Supplemental
Year License Fee Registration Fee Taxicab Tax Auto Rental Tax Total
2009-10 $ 88 $ 79.2 $ 128 $ 244 $ 1252
2010-11* 37.6 103.7 81.0 35.0 257.3

Source: New York State Division of the Budget
* Estimate

Urban Taxes for Transit System

In addition to the aforementioned special tax supported subsidies, a portion of the amounts collected by the
City from certain mortgage recording and real property transfer taxes with respect to certain real property located
within the City (collectively, the “Urban Taxes”) are, as required by State statute, paid by the City’s Commissioner
of Finance directly to MTA New York City Transit on a monthly basis. As in the case of mortgage recording taxes
described below, the Urban Taxes can change dramatically from year to year depending on the level of real
estate activity.

The following table sets forth the amount of Urban Taxes received by MTA New York City Transit on an
accrual basis in each of the last ten years.

Urban Taxes Urban Taxes
Year (in millions) Year (in millions)
2001 $ 2105 2006 $ 751.6
2002 178.7 2007 953.3
2003 173.1 2008 490.4
2004 360.2 2009 154.4
2005 594.6 2010 214.8

A bar chart showing the amount of Urban Taxes received by MTA New York City Transit on an accrual basis
in each of the last ten years, together with MRT-1 Receipts and MRT-2 Receipts (as each is hereinafter defined),
which are the other real estate-based taxes that the MTA receives, is set forth below under “Mortgage Recording

Taxes.”
MTA Bridges and Tunnels Surplus

General. MTA Bridges and Tunnels provides capital and operating assistance to the Transit and Commuter
Systems in three important ways:

e it pays debt service on bonds that were issued to finance transit and commuter capital
projects,

e it generates annual MTA Bridges and Tunnels Operating Surplus, as described below, that
is distributed to MTA New York City Transit and to MTA for the commuter railroads in
accordance with a statutorily mandated formula, and

e it generates an annual MTA Bridges and Tunnels Surplus Investment Income, as
described below, that is distributed at the discretion of the MTA Board.

From 2005 - 2007, MTA Bridges and Tunnels did not issue new money bonds to finance capital projects for the

benefit of the Transit and Commuter Systems. On March 27, 2008, MTA Bridges and Tunnels issued
General Revenue Bonds, Series 2008A and Series 2008B (“Series 2008 Bonds”), in the aggregate principal
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amount of $1,075 million. The Series 2008 Bonds were issued to finance bridge and tunnel projects, and were
used to refinance indebtedness issued by MTA or MTA Bridges and Tunnels and to finance Transit and
Commuter projects. In July 2008, MTA Bridges and Tunnels issued General Revenue Bonds, Series 2008C and
Series 2008D, in the aggregate principal amount of $1,121 million. These bonds were used to refinance
outstanding indebtedness issued by MTA and MTA Bridges and Tunnels. In 2009 and 2010, MTA Bridges and
Tunnels did not issue any new money bonds to finance capital projects for the benefit of the Transit and
Commuter Systems. The following chart sets forth for the last seven years MTA Bridges and Tunnels’ total
support to the Transit and Commuter Systems, consisting of the debt service paid on bonds issued for transit
and commuter capital projects, the MTA Bridges and Tunnels Operating Surplus and the MTA Bridges and
Tunnels Surplus Investment Income.

Total Support to Transit
and Commuter Systems

2004 $690
2005 784
2006 759
2007 735
2008 708
2009 742
2010 843

MTA Bridges and Tunnels Operating Surplus. Section 569-c of the MTA Bridges and Tunnels Act and
Section 1219-a of the MTA New York City Transit Act require MTA Bridges and Tunnels to transfer its operating
surplus (“MTA Bridges and Tunnels Operating Surplus”) to MTA New York City Transit and to MTA for the
commuter railroads in accordance with a statutorily mandated formula hereinafter described.

For such purposes, the MTA Bridges and Tunnels Operating Surplus subject to such transfer is the amount
remaining from all tolls and other operating revenues derived from the MTA Bridges and Tunnels Facilities after (1)
payment of (a) operating, administration and other expenses of MTA Bridges and Tunnels properly
chargeable to such projects, and (b) principal of and sinking fund installments and interest on its bonds,
including bonds issued under the MTA Bridges and Tunnels Senior Resolution and the MTA Bridges and
Tunnels Subordinate Resolution (as defined under “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL
INSTRUMENTS”) to the extent, if any, paid from such sources, and (2) provision for (x) reserves and for all
contract provisions with respect to any such bonds and (y) other obligations, including MTA Bridges and
Tunnels’ base rent payments in connection with the 2 Broadway Certificates of Participation, incurred in
connection with any of its authorized projects. See “PUBLIC DEBT SECURITIES AND OTHER
FINANCIAL INSTRUMENTS” in Part 3.

The first $24 million of MTA Bridges and Tunnels Operating Surplus must be allocated to MTA New
York City Transit, and any excess is divided equally between MTA New York City Transit and MTA for the
benefit of LIRR and MNR; however, the cash payments are reduced by the proportional amounts of MTA
Bridges and Tunnels’ debt service reasonably attributable to the bond proceeds used for their respective benefit.

The MTA Chairman is authorized in his discretion to advance to MTA and MTA New York City
Transit monthly, from available funds, an aggregate amount not to exceed 90% of the Chairman’s estimate of
the sum which that month’s operations will contribute to the “operating surplus” of MTA Bridges and Tunnels
that he anticipates will or may be certified and transferred for the fiscal year in which such month falls.

The MTA Bridges and Tunnels Operating Surplus declined in 2002 as shown below due primarily to the
fact that, before the debt restructuring, certain MTA Bridges and Tunnels bonds were secured in the first instance
by mortgage recording taxes and, thereafter, by MTA Bridges and Tunnels revenues. Those bonds were
eliminated and replaced by bonds paid solely from MTA Bridges and Tunnels revenues. Consequently, more
MTA Bridges and Tunnels debt service was paid from MTA Bridges and Tunnels revenues without the set-off
from the mortgage recording taxes.
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The MTA Bridges and Tunnels Operating Surplus decreased in 2007 and 2008 due primarily to increased
operating and debt service costs. The MTA Bridges and Tunnels Operating Surplus decreased in 2009 due
primarily to increased debt service costs. The MTA Bridges and Tunnels Operating Surplus increased in 2010
due primarily to increased operating revenues and decreased expenses in 2010. A putative class action suit was
filed in 2011 alleging that the distribution of MTA Bridges and Tunnels’ surplus pursuant to statute is
unconstitutional. See below under the caption “LITIGATION—MTA Bridges and Tunnels — Angus Partners LLC et
al. v. Walder et al.”

MTA Bridges and Tunnels Surplus Investment Income. MTA Bridges and Tunnels generates investment
income on funds held by it (the “MTA Bridges and Tunnels Surplus Investment Income”). Prior to the debt
restructuring in 2002, a large portion of this income was generated by the debt service reserve funds that
secured the various MTA Bridges and Tunnels bond issues. With the elimination of the debt service reserve
funds in 2002, the income is currently generated principally from the smaller debt service funds and operating
and capital reserves held by MTA Bridges and Tunnels.

Combined Surplus Amounts. The MTA Bridges and Tunnels Operating Surplus and the MTA Bridges
and Tunnels Surplus Investment Income (together, the “MTA Bridges and Tunnels Combined Surplus”) are used
to fund the operating expenses of the Transit System and the Commuter System and/or to finance the cost of
certain capital costs and projects of the Transit System and the Commuter System, including payment of
debt service on obligations of MTA issued to finance such costs and projects.

The MTA Bridges and Tunnels Combined Surplus amounts transferred for each of the last ten years on an
accrual basis are as follows. The amounts set forth as MTA Bridges and Tunnels Operating Surplus are net of
amounts paid for debt service and other obligations described above. As more full described above, MTA
Bridges and Tunnels Operating Surplus is distributed to MTA New York City Transit and the commuter
railroads in accordance with a statutory formula, but the MTA Bridges and Tunnels Surplus Investment
Income is distributed at the Board’s discretion.
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MTA Bridges and Tunnels Combined Surplus

MTA Bridges
MTA New York City and Tunnels
Fiscal Year Transit Share MTA Share Combined Surplus

2001
Operating Surplus $137,948,870 $173,255,462 $311,204,332
Investment Income -0- 23,771,588 23,771,588
Total $137,948,870 $197,027,050 $334,975,920

2002
Operating Surplus $103,961,853 $144,239,990 $248.201,843
Investment Income -0- 14,727,029 14,727,029
Total $103,961,853 $158,967,019 $262,928,872

2003

Operating Surplus $178,276,053 $251,871,472 $430,147,525
Investment Income -0- 2.333.684 2.333.684
Total $178,276,053 $254,205,156 $432,481,209

2004
Operating Surplus $153,579,633 $241,938,839 $395,518,472
Investment Income -0- 1,368,407 1,368,407
Total $153,579,633 $243,307,246 $396,886,879

2005

Operating Surplus

$179,985,259

$271,719,439

$451,704,698

Investment Income -0- 5,357,650 5,357,650
Total $179,985,259 $277,077,089 $457,062,348

2006
Operating Surplus $166,640,098 $259,394,202 $426,034,300
Investment Income -0- 8.636.828 8.636.828
Total $166,640,098 $268,031,030 $434,671,128

2007
Operating Surplus $156,474,331 $249,968,331 $406,442,662
Investment Income -0- 5,558,000 5,558,000
Total $156,474,331 $255,526,331 $412,000,662

2008
Operating Surplus $120,259,847 $226,854,510 $347,114,357
Investment Income -0- 4,490,753 4,490,753
Total $120,259,847 $231,345,263 $351,605,110

2009
Operating Surplus $92,155,625 $222.303,554 $314,459,179
Investment Income -0- 255,976 255,976
Total $92,155,625 $222,559,530 $314,715,155

2010
Operating Surplus $152,026,084 $277,083,603 $429,109,687
Investment Income -0- 146,449 146,449
Total $152,026,084 $277,230,052 $429,256,136

O Operating Surplus includes approximately $25 million from the settlement of insurance claims resulting from the terrorist

attacks on the WTC in 2001, the proceeds of which were received in 2004 but attributed, for accounting purposes, to 2003.

A-24



Financial Assistance and Service Reimbursements from Local Municipalities

Commuter System Station Maintenance Payments. The City and each of the seven counties in the
Transportation District outside the City are billed an amount fixed by statute for the operation, maintenance and use
of Commuter System passenger stations within the City and each county. The amount is adjusted each year for
increases or decreases in the consumer price index for wage earners and clerical workers in the New York,
Northeastern-New Jersey Consolidated Metropolitan Statistical Area. The State Legislature has not made any
changes in the base amounts since 2000. Further modifications may be recommended to the State Legislature
every five years (the next such year being 2015) based upon changes made to commuter services.

The following table sets forth the station maintenance, operation and use assessments received by MTA on an
accrual basis in each of the last ten years:

Payments Payments
Year (in millions) Year (in millions)
2001 $120 2006 $137
2002 117 2007 142
2003 125 2008 148
2004 129 2009 146
2005 134 2010 152

The following bar chart shows the level of Commuter System station maintenance payments made since 2001.

Commuter System Station Maintenance Payments
(in $ millions)
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Transit System Service Reimbursements from the City. Policing of the Transit System is being carried out by
the New York City Police Department at the City’s expense. MTA New York City Transit is responsible for certain
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capital costs and support services related to such police activities, a small portion of which is reimbursed by the
City.

MTA Bus Reimbursements from the City. The City pays MTA Bus the difference between the actual cost of
operation of the City Bus Routes (other than certain capital costs) and all revenues and subsidies received by MTA
Bus and allocable to the operation of the City Bus Routes. See “OPERATIONS — MTA BUS COMPANY.” The
City reimbursed MTA Bus $162 million in 2006, $187 million in 2007, $285 million in 2008, $293 million in 2009
and $242 million in 2010.

The following bar chart shows the level of City reimbursement payments to MTA Bus since its first year of
operations, 2006.

City Reimbursement Payments to MTA Bus
(in $ millions)
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O City Subsidy for MTA Bus

Paratransit. Under an agreement with MTA, the City contributes an operating subsidy to support paratransit
equal to the lesser of (i) 33% of the operating deficit, calculated after taking into account paratransit passenger
revenue, certain Urban Tax revenues and MTA New York City Transit administrative expenses or (ii) an amount
that is twenty percent greater than the amount paid by the City for the preceding calendar year. Any remaining
operating deficit is funded by MTA New York City Transit. See “OPERATIONS — TRANSIT SYSTEM -
Description of the Transit System — Paratransit.”
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The following table sets forth the amount of the paratransit system cost that MTA New York City Transit
funded from its own revenues on an accrual basis in each of the last ten years.

MTA New York City MTA New York City
Transit Contribution Transit Contribution
Year (in millions) Year (in millions)
2001 $ 143 2006 $ 356
2002 17.2 2007 42.7
2003 20.6 2008 51.2
2004 24.7 2009 61.5
2005 29.7 2010 73.8

Miscellaneous Revenues

Transit System. MTA New York City Transit and MaBSTOA receive revenues from concessions granted to
vendors, revenues from advertising and other space rented in transit vehicles and facilities, and fines collected by the
Transit Adjudication Bureau.

The following table sets forth the miscellaneous revenues received by MTA New York City Transit and
MaBSTOA on an accrual basis in each of the last ten years:

Miscellaneous Miscellaneous
Revenues Revenues
Year (in millions) Year (in millions)
2001 $68.3 2006 $ 92.0
2002 72.3 2007 95.4
2003 77.9 2008 104.1
2004 85.5 2009 112.1
2005 89.9 2010 106.3

Commuter System. MTA Long Island Rail Road and MTA Metro-North Railroad receive revenues from
concessions granted to vendors, advertising and other space rented in Commuter System vehicles and facilities, the
sale of power, the sale of food and beverages and other sundry revenue.

The following table sets forth the miscellaneous revenues received by MTA Long Island Rail Road and
MTA Metro-North Railroad (excluding concessions at Pennsylvania Station and Grand Central Terminal that
are not pledged to the Transportation Revenue Bonds described under “PUBLIC DEBT SECURITIES AND
OTHER FINANCIAL INSTRUMENTS — TRANSPORTATION REVENUE BONDS”) on an accrual basis in
each of the last ten years:

Miscellaneous Miscellaneous
Revenues Revenues

Year (in millions) Year (in millions)
2001 $ 34.1 2006 $ 54.1
2002 314 2007 46.0
2003 323 2008 55.0
2004 35.8 2009 76.0
2005 36.9 2010 79.2

Mortgage Recording Taxes

General. Certain moneys paid to MTA by the City and counties in the Transportation District pursuant to
certain mortgage recording taxes may be used for the operating and capital costs, including debt service and reserve
requirements, of or for MTA, MTA New York City Transit and their subsidiaries. During 2002, MTA Bridges
and Tunnels defeased all outstanding bonds that were secured by the mortgage recording taxes, and such taxes no
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longer secure any MTA or MTA Bridges and Tunnels bonds. Neither MTA Bridges and Tunnels nor MTA
currently expects to secure future bonds with mortgage recording taxes.

MRT-1 Receipts. Pursuant to Section 253(2)(a) of the New York State Tax Law (the “Tax Law”), a
tax is imposed (the “MRT-1 Tax”) on recorded mortgages of real property situated within the State, subject to
certain exclusions (such net MRT-1 Tax collections remitted to MTA are referred to as the “MRT-1 Receipts”). The
tax was increased effective June 1, 2005 from 25 cents per $100 of mortgage recorded to 30 cents per $100. The
MRT-1 Tax is paid by the property owner taking out the mortgage loan.

MRT-1 Receipts must be applied by MTA,
o first, to meet MTA Headquarters Expenses (as hereinafter defined), and

e second, to make deposits into the Transit Account (55% of the remaining amount) and the Commuter
Railroad Account (45% of the remaining amount) of the Special Assistance Fund.

Moneys in the Transit Account are required to be used to pay operating and capital costs of the MTA New
York City Transit, its subsidiaries, and MTA Staten Island Railway, and moneys in the Commuter Railroad
Account, after first making the transfers described below under “Transfers to State Suburban Transportation
Fund,” are required to be used to pay operating and capital costs of the commuter railroad operations of MTA,
other than MTA Staten Island Railway.

MRT-2 Receipts. Pursuant to Section 253(1-a) of the Tax Law, an additional tax is imposed (the “MRT-2
Tax”) on recorded mortgages of real property situated within the State, subject to certain exclusions. The
MRT-2 Tax is paid by the institution (or other persons) making the mortgage loan to the property owner(s).
The State Tax Law requires that the portion of the MRT-2 Tax collected on certain residential dwelling units be
remitted to MTA for deposit into the Corporate Transportation Account of the Special Assistance Fund (such net
MRT-2 Tax collections remitted to MTA are referred to as the “MRT-2 Receipts”).

Moneys deposited into the Corporate Transportation Account are applied as follows:

e first, to make deposits into the Dutchess, Orange and Rockland Payment Subaccount described
below under “Transfers to Counties,” and

e second, to make deposits into the Corporate Purposes Subaccount to be used to pay operating and
capital costs, including debt service and debt service reserve requirements, if any, of, or incurred
for the benefit of, MTA, MTA New York City Transit and their respective subsidiaries.

MRT-1 and MRT-2 Receipts. Under existing law, no further action on the part of the State Legislature is
necessary for MTA to continue to receive such moneys (i.e., the State is not required to appropriate the moneys to
MTA, so the moneys continue to be paid to MTA whether or not the State budget has been adopted). However,
the State is not obligated to impose, or to impose at current levels, the MRT-1 Tax or the MRT-2 Tax or to
direct the proceeds to MTA as presently provided.

MRT-1 Receipts and MRT-2 Receipts (collectively, “MRT Receipts™) are subject to significant volatility

from year-to-year. This volatility reflects the discretionary nature of the transactions that lead to the collection
of the tax. Such transactions are influenced by economic, social and demographic factors.
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The following charts show the historical annual MRT Receipts, on an accrual basis, available for operations
and capital costs for the last ten calendar years.

Year
2001
2002
2003
2004
2005%*

MRT-1 Receipts

(in millions)
$ 1554
204.2
248.7
353.4
443.5

Increase/
(Decrease)
25 %

31

22

42

26

*Reflects the increase in MRT-1 effective June 1, 2005.

Year
2001
2002
2003
2004
2005

MRT-2 Receipts
(in millions)

§ 1159
173.6
209.8
291.4
299.0

Increase/
(Decrease)
28 %
50
21
39
3

Year
2006
2007
2008
2009
2010

Year
2006
2007
2008
2009
2010

MRT-1 Receipts

(in millions)

$ 478.7
450.4
259.9
151.1
145.2

MRT-2 Receipts

(in millions)
$ 282.0
236.5
135.6
93.5
90.9

Increase/
(Decrease)
8 %
(6)
(42)
(42)
“)

Increase/
(Decrease)
(6) %
(16)
(43)
(31
3)

The following bar chart shows the level of mortgage recording taxes (both MRT-1 and MRT-2) and Urban
Taxes for the Transit System since 2001.
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Deductions for Headquarters Expenses. The general, administrative and operating expenses of MTA, net of
reimbursements, recoveries and adjustments (“MTA Headquarters Expenses”), to the extent not paid from other
sources, are required to be paid from MRT-1 Receipts prior-to making any deposits to the Transit Account or the
Commuter Railroad Account. MTA Headquarters Expenses do not include capital expenditures for headquarters
operations. Among other uses, MTA pays the following annual amounts as MTA Headquarters Expenses:

e expenses of operating MTA Headquarters, including MTA Police,

e an amount paid to MTA Bridges and Tunnels to fund a toll rebate program for residents of Broad
Channel and the Rockaway Peninsula when using E-ZPass on the Cross Bay Veterans
Memorial Bridge, and

e the operating expenses of MTA Staten Island Railway and MTA Long Island Bus not covered
by fares, State and local subsidies and other amounts.

The amount of MTA Headquarters Expenses in any year is neither contractually nor statutorily limited. The
amount of MTA Headquarters Expenses in future years may be affected by inflation, expansion or contraction of
activities the expenses for which are not reimbursable, non-recurring expense items and other circumstances
including changes in MTA’s reimbursement practices with respect to the other Related Entities. The amount of
MRT-1 Receipts received by MTA each month that is required to be applied to MTA Headquarters Expenses
may vary widely based on MTA’s cash flow requirements and the timing of reimbursements from the other Related
Entities.

Transfers to State Suburban Transportation Fund from MRT-1 Receipts. State law requires MTA in each year
to transfer up to $20 million of MRT-1 Receipts (in equal quarterly installments of $5 million) deposited in the
Commuter Railroad Account to the State Suburban Transportation Fund to pay for or finance certain types of
highway capital projects in certain areas of the Transportation District. In the event the transfer would result in
an operating deficit, the amount of the deficit is appropriated to MTA for commuter railroad operating purposes.
Due to such a deficit, no transfers were made in 2001, 2002, 2009 and 2010; however, such transfers were
made between 2003 and 2008.

Transfers to Counties from MRT-2 Receipts. MTA is required to transfer, in equal quarterly installments, in
each year from the MRT-2 Corporate Transportation Account to the Metropolitan Transportation Authority
Dutchess, Orange and Rockland Fund an annual amount of $1.5 million for each of the counties of Dutchess and
Orange, and $2.0 million for the county of Rockland. Additionally, MTA must transfer from that Account to
such fund for each of these three counties, respectively, an amount equal to the product of (i) the percentage
by which such county’s mortgage recording tax payment to MTA in the preceding calendar year (calculated as if
the increase in the MRT-1 Tax from 25 cents per $100 to 30 cents per $100 did not occur) increased over such
payment in calendar year 1989 and (ii) $1.5 million each for Dutchess and Orange Counties and $2.0 million for
Rockland County.
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The following chart shows the amounts transferred to the counties for the last seven years:

Year County Additional Amounts
2004 Dutchess $ 7,463,871
Orange 6,916,891
Rockland 7,881,240
$22,262,002
2005 Dutchess $ 7,382,857
Orange 7,026,762
Rockland 8,702,721
$23,112,340
2006 Dutchess $ 6,020,597
Orange 6,665,895
Rockland 7,450,369
$20,135,861
2007 Dutchess $ 5,069,316
Orange 5,445,482
Rockland 6.169.009
$16,683,807
2008 Dutchess $ 3,255,589
Orange 3,355,774
Rockland 4,069,697
$10,680,960
2009 Dutchess $ 2,384,787
Orange 2,494,445
Rockland 2.982.495
$ 7,861,727
2010 Dutchess $ 2,204,006
Orange 2,109,416
Rockland 2.819.378
$ 7,132,800

The decline in mortgage recording tax payments (specifically MRT-1 and MRT-2) between 2005 and 2010
reflects a general decline in residential mortgage activity.

Operating Funding for the Transit and Commuter Systems

The chart on the following page shows the types of revenues and relative percentages of revenue streams that
are currently available and required to be used to fund the Transit System (MTA New York City Transit and
MaBSTOA) and the Commuter System (MTA Long Island Rail Road and MTA Metro-North Railroad). From time
to time, MTA may, in its discretion, additionally subsidize the Transit and Commuter System operations, or the
operations of the other Related Entities, from other available excess moneys, including mortgage recording taxes.
All of the revenues listed on the following chart are revenues that are pledged for the payment of Transportation
Revenue Bonds (as described in “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL INSTRUMENTS —
TRANSPORTATION REVENUE BONDS”), with the exception of (1) mortgage recording taxes that do not
become pledged revenues until after the payment of MTA Headquarters Expenses, and (2) concession revenues at
Penn Station and Grand Central Terminal. This chart does not include revenues from the mobility tax and taxes and
fees deposited in the MTA Aid Trust Account which may be applied to fund operating and capital needs of the
Transit System and Commuter System in amounts and relative percentages determined by the MTA; to the extent
such amounts are available to be applied to operating needs of the Transit System and the Commuter System, they
constitute revenues that are pledged for the payment of Transportation Revenue Bonds.
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The percentages of MMTOA Receipts reflected below for the Transit and Commuter Systems are based upon
the Enacted Budget for State Fiscal Year 2010-2011.

MTA New York
City Transit

and
Manhattan and

Bronx Surface Transit
Operating Authority

A

transit fares and

reimbursements

from the City and
State

A

Section 18-b
Program — State
appropriation and

local match

A

MTTF Receipts —
85%

(DTF Bonds debt

service paid first)

A

MMTOA Receipts
—65.7%
(DTF Bonds debt
service paid first)

A

TBTA Surplus —
$24 million plus
50% of remainder

A

Miscellaneous —
concessions,
advertising and
other revenues

A

Mortgage Recording
Taxes (55% of MRT-1
after HQ Expenses)
plus Urban Taxes
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FINANCIAL PLANS AND CAPITAL PROGRAMS
2011-2014 Financial Plan

General. The final 2011-2014 Financial Plan was released by MTA in February 2011 (the “2011-2014 Financial
Plan”) that includes a final adopted budget for 2011 (the “2011 Budget”) and a financial plan for the years
2012-2014. The 2011-2014 Financial Plan is the culmination of MTA’s effort to finalize the 2011 Budget and 2012-
2014 Financial Plan from the draft that was first proposed in July 2010.

The 2011-2014 Financial Plan is designed to maintain the fiscal stability of the Related Entities and enable
all those entities to maintain their respective operations on a self-sustaining basis. The 2011-2014 Financial Plan
is also designed to continue a program of capital expenditures that would support the ongoing maintenance of
MTA’s transportation network and provide needed improvements to enhance services to its customers, as well
as expand service through a number of initiatives described below under “2010-2014 Capital Programs.”

A copy of the 2011-2014 Financial Plan, which includes the 2011 Budget, is posted, for informational
purposes only, on MTA’s website under “Financial Information”. The 2011-2014 Financial Plan is not included
by specific cross-reference herein.

2010 Actual Cash Results and Cash Balance Projections for 2011-2014. MTA’s 2010 closing net cash balance
was $160 million, which includes the use of the $130 million carryover from 2009. While this result was
$158 million more favorable than the final estimate presented to the Board during late 2010, the closing net cash
balance was primarily positively affected by expense under runs in 2010, offset by a timing delay of local Section
18-b subsidies. Some of the lower spending for expenses in 2010 was attributable to timing issues, which will
result in higher expenses in 2011.

It should be noted that the 2010 year-end results appearing in MTA’s audited financial statements are prepared
on a GAAP basis, while the financial plan is prepared on a modified accrual basis. The modified accrual
format allows the financial plan to show the MTA’s cash availability, which is the measurement for achieving
statutory operating budget balance. Differences occurring between the audited financial statements and the
financial plan are caused by the use of these different reporting formats. The most notable difference is the treatment
of debt service and depreciation — the GAAP financial statements reflect accrued interest costs and non-cash
items, such as depreciation, while the financial plan reflects cash transactions, including actual principal
and interest payments (i.e., deposits into debt service funds and payments to bondholders) paid out of
operating funds. Moreover, cash transactions are reflected in the GAAP balance sheet, while the financial plan
reflects completed cash transactions and does not include accounts receivables or payables.

Implementation of the 2011-2014 Financial Plan. The 2011-2014 Financial Plan did not include any of the
changes proposed in the New York State 2011-2012 Executive Budget, made available to the MTA on
February 1, 2011. The 2011-2014 Financial Plan, for the first time, included detailed overtime budgets by major
category for all agencies, which will improve the MTA’s ability to monitor these costs.

The 2011-2014 Financial Plan, after including approved actions and technical adjustments, projects on an MTA
consolidated basis an ending net closing cash balance of $3 million in 2011; and cash deficits for the years
2012 through 2014 are $247 million, $37 million and $482 million, respectively.

The 2011-2014 Financial Plan recognized an overstatement of debt service savings in the amount of $25
million due to an error made in calculating Build America Bond subsidies and additional technical adjustments
that resulted in a reduction of the cash position by $10 million. To offset the $35 million, the 2011 dollar amount
available for financial energy hedging was reduced by $35 million. This action allowed the 2011-2014 Financial
Plan to continue to project a small positive closing cash balance in 2011, and worsened the 2012 net cash deficit
by $35 million.

Also impacting cash balances in the 2011-2014 Financial Plan in the years 2012 to 2014, was a technical
adjustment lowering the projected savings of the Net-Zero Labor initiative and a reduced level of reimbursable
overhead. In the case of the Net-Zero calculation, earlier savings projections included an incorrect assumption that
overstated the projected savings in the years beyond 2011. In the case of the reimbursable overhead, the application
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of lower wage levels to capitally-reimbursable employees will yield significant savings to the capital
program; however, it also adds to the operating budget deficit by reducing the assumed level of overhead
recovery reimbursement from the capital budget that had been anticipated.

Subsequent Developments.
The following items were not reflected in the 2011-2014 Financial Plan:

e Reductions in State subsidies — On March 30, 2011, the State enacted its budget for the State
Fiscal Year 2011-2012. Included in that document was a reduction of approximately $200 million
in aid to the MTA from the Metropolitan Mass Transportation Operating Assistance Account.
Various actions taken by the State, including the transfer of $30 million of MMTOA monies in
excess of the appropriated amount to MTA at the end of the State’s Fiscal Year 2010-11 and
certain capital actions affecting operating expenditures, have offset that reduction by slightly
over $100 million. Therefore, the net impact from these actions is a reduction in funding of
approximately $100 million for the MTA operating budget for 2011.

o Lower revenue and higher expenses resulting from January inclement weather — The unusual number
of storms and the amount of snowfall had significant impacts on service and revenues. January
revenues were lower by 3.6% at MTA New York City Transit, 4.5% at the MTA Long Island Rail
Road and 1.1% at MTA Metro-North Railroad. Toll revenues at MTA Bridges and Tunnels were
2.4% lower, reflecting the impact on traffic volume. Higher expenses related to snow removal
and maintenance of tracks and facilities were also experienced and, in some cases, additional
shop work to repair damage to the fleet is continuing. In total, January weather had a combined
unfavorable impact on MTA revenues and expenses of over $40 million.

e [mpact on expenses from increased energy prices - Rising fuel costs will have an impact on the
MTA'’s expenses. Through February, fuel expenses were $7 million unfavorable, and prices have
remained high.

e Favorable combined real estate taxes — Combined real estate tax receipts for Year to Date (YTD)
February were $26.7 million or 33.2% favorable. Sixty percent of the favorable YTD variance is
the result of the $1.8 billion purchase of 111 Eighth Avenue by Google, which netted MTA $15.9
million in Real Property Transfer Tax receipts. Excluding the Google purchase, YTD real estate tax
receipts would have been $10.8 million or 13.4% favorable.

e Downsizing office space — At the MTA Finance Committee meeting on April 21%, the MTA outlined
plans to re-calibrate its office portfolio to reflect the smaller administrative workforce that has resulted
from headcount reductions and consolidations. In addition to achieving annual rent reductions, the
MTA intends to maximize the value of its existing headquarters buildings on Madison Avenue through
sale or lease. It remains to be seen what value developers will place on the property, and whether
MTA'’s interests will be best served by an outright sale or by retaining the fee interest in the property
and entering into a long term development ground lease. The gross proceeds of an outright sale could
be substantially in excess of $150 million and a ground lease could yield more than a sale on a present
value basis. The Headquarters and Metro-North employees that currently work at these locations will
be relocated to more efficient space, which will be possible in part from the redesign of MTA’s
remaining office portfolio.

e Reduction in Capital Program Administrative Headcount Expenses — On April 25, the MTA began
implementing a plan designed to lower the amount of the unfunded gap in its 2010-2014 Capital
Program by reducing capitally reimbursable administrative headcount by 15%. It is anticipated that
this exercise will yield annual savings to the 2010-2014 Capital Program of approximately $50
million. This initiative will be conducted similarly to the 2010 initiative which reduced non-
reimbursable administrative employees by 15% at the Related Entities and 20% at MTA Headquarters.

While certain of these subsequent developments will have a short term adverse impact on MTA finances, the
MTA has already begun to take actions to mitigate that impact. A new expense reduction program for 2011
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is being developed to address these financial impacts, which will be included in the July Financial Plan. MTA
continues to identify strategic areas suitable for cost reduction through consolidation and strategic
sourcing. The MTA is confident that, with this systematic approach to identifying areas for cost reduction,
additional savings beyond those included in the 2011 budget can be achieved.

Capital Programs — Background and Development

Transit and Commuter Systems. The MTA Act requires MTA to submit to the Review Board, for its approval,
successive five-year capital programs, one for the Transit System and MTA Staten Island Railway and another for
the Commuter System. The Review Board approved capital programs for the Transit System and MTA Staten Island
Railway and the Commuter System for the five-year periods beginning in the years 1982, 1987, 1992, 1995, and
2000. The last two years of the 1992-1996 MTA Capital Program were incorporated into the 1995-1999 MTA
Capital Program. Substantially all of the projects included in the 1982-2004 MTA Capital Programs have been
completed.

MTA and the Review Board have also approved separate five-year MTA Capital Programs covering the periods
2005-2009 and 2010-2014. These Capital Programs are effective and are described in detail below.

Funding for the MTA Capital Programs comes from a variety of sources, including bonds, State, City and MTA
Bridges and Tunnels assistance, and Federal funds. The Federal government supplied approximately 33% of the
funds required for the 1982-2009 Capital Programs. The lower Manhattan projects (Fulton Street and South Ferry)
are substantially funded by Federal grants.

MTA Bridges and Tunnels Facilities. Beginning in 1989, MTA Bridges and Tunnels undertook its first multi-
year capital program totaling $0.160 billion for the 3-year period 1989-1991. The funds for such program were
raised from revenues deposited in its own capital reserve fund and the proceeds of MTA Bridges and Tunnels bonds.

Since then, while not required to do so by statute, MTA Bridges and Tunnels has developed its own five-year
capital programs covering the same periods as the MTA Capital Programs to enable MTA Bridges and Tunnels to
keep its own facilities in good operating condition while also maintaining its role in MTA’s unified transportation
policy. The MTA Bridges and Tunnels Capital Programs are not subject to approval by the Review Board and bonds
issued to finance MTA Bridges and Tunnels Facilities are not subject to the statutory ceiling.

Although substantial annual investments in major maintenance and bridge painting have regularly been made
and additional expenditures are planned, MTA Bridges and Tunnels expects that capital investments in the
rehabilitation or reconstruction of its facilities will become increasingly necessary as components approach the end
of their current useful life and require normal replacement.

2010-2014 Capital Programs

The MTA Board, at its meeting on September 23, 2009, reviewed and authorized for submission to the Review
Board five-year Proposed MTA Capital Programs (the “Proposed 2010-2014 MTA Capital Programs”) for the
Transit and Commuter Systems for the 2010-2014 period, totaling approximately $25.6 billion. The Proposed 2010-
2014 MTA Capital Programs were submitted to the Review Board for its review in October 2009, as required by
law. Those Proposed 2010-2014 MTA Capital Programs were vetoed without prejudice by the Review Board on
December 30, 2009, allowing the State Legislature to review funding issues in their 2010 session.

At its April 28, 2010 meeting, the MTA Board reviewed and authorized a resubmission of the five-year
Proposed 2010-2014 MTA Capital Programs for the Transit and Commuter Systems (the “Revised Proposed 2010-
2014 MTA Capital Programs”) totaling approximately $23.8 billion, which was $1.8 billion less than the Proposed
2010-2014 MTA Capital Programs submitted to the Review Board in October 2009. These revised Proposed 2010-
2014 MTA Capital Programs were subsequently submitted to the Review Board for its approval. The 2010-2014
Capital Programs were deemed approved by the Review Board on June 1, 2010 (hereafter referred to as the
“Approved 2010-2014 MTA Capital Program”). Included in the Approved 2010-2014 MTA Capital Program is
approximately $18.1 billion for core investments for the ongoing replacement needs of the existing Transit and
Commuter Systems, including MTA Bus. Also included in the Approved 2010-2014 MTA Capital Program is $5.7
billion to finance a portion of the costs of the East Side Access and the Second Avenue Subway projects. The
Approved 2010-2014 MTA Capital Program includes $13.9 billion of identified funding — including $6.0 billion of
new bonding authorized by the State legislation providing for the Payroll Mobility Tax and other additional
revenues — leaving a $9.9 billion funding gap. The new bonding, in combination with other identified revenues,
provides for two years of program funding. The State Legislature would be required to amend the statutory ceiling
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on MTA’s and MTA Bridges and Tunnels’ bonding capacity to permit the issuance of bond and notes in excess of
the existing statutory ceiling. See “PUBLIC DEBT SECURITIES AND OTHER FINANCIAL INSTRUMENTS —
General — Financing of Capital Projects and Statutory Ceiling.”

On September 23, 2009, the Board of MTA Bridges and Tunnels approved a Capital Program for the 2010-2014
period which provided for commitments of approximately $2.508 billion designed to keep its facilities in good
operating condition. At its April 28, 2010 meeting, MTA Board reviewed and authorized a revised five-year Capital
Program for 2010-2014 for MTA Bridges and Tunnels totaling $2.452 billion. This revised 2010-2014 Capital
Program for MTA Bridges and Tunnels represents a substantial increase over the $1.2 billion in commitments
included in the 2005-2009 MTA Bridges and Tunnels Capital Program. MTA Bridges and Tunnels Capital
Programs are not subject to approval by the Review Board.

General. The “Approved 2010-2014 MTA Capital Program” consists of the following components:

Transit Core Program,

Commuter Core Program,

MTA Bus Program,

MTA Capital Construction Program (the Network Expansion Program),
MTA-Wide Security Program, and

MTA Interagency Program.

There can be no assurance that all the necessary governmental actions to implement the 2010-2014 MTA
Capital Program will be taken, that funding sources currently proposed or assumed will be available in the amounts
or at the times projected, or that the projects included in the 2010-2014 MTA Capital Program, or parts thereof, will
not be delayed or reduced. MTA regularly evaluates the status of all funding sources and projects and may, from
time to time, submit amendments to the 2010-2014 MTA Capital Program needed to bring funding sources and
expected project costs into balance. If the implementation of the 2010-2014 MTA Capital Program or any
modification thereof is significantly delayed, MTA’s efforts to bring the entire Transit System and Commuter
System to a state of good repair and to prevent deterioration of portions of the Transit System and Commuter
System that have already reached a state of good repair may be impeded with potential negative effects on ridership
and fare revenues.

Funding. The combined funding sources for the Approved 2010-2014 MTA Capital Programs and 2010-2014
MTA Bridges and Tunnels Capital Program include $6.000 billion in MTA Bonds, $2.453 billion in MTA Bridges
and Tunnels dedicated funds, $6.640 billion in Federal funds, $0.160 billion in MTA Bus Federal and City Match,
$0.500 billion from the City, $0.600 billion from other sources, and $9.912 billion from future State and local
funding sources which have not yet been identified. Any significant delay in providing such additional funding
sources could delay the start of projects and new contracts for ongoing projects included in the last three years of the
Approved 2010-2014 MTA Capital Programs with possible negative effects on MTA’s financial condition and
operations including a reduction of MTA’s capital program workforce.

Approved 2010-2014 Program Amount

(in millions)

Federal Formula $ 6,415
Federal Security 225
City 500
MTA Bus Federal and City Match 160
MTA Bonds (Not including MTA Bridges & Tunnels) 6,000
Other 600
MTA Bridges and Tunnels 2,453
Future State and Local Funding 9,912

Total* $ 26,265

*The total may not add due to rounding.

As of December 31, 2010, $1.272 billion of the $12.834 billion for MTA New York City Transit, MaBSTOA
and MTA Staten Island Railway projects included in the 2010-2014 Transit Capital Program have been committed,
$0.170 billion have been expended and no significant dollar value of projects have been completed.
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As of December 31, 2010, $0.209 billion of the $4.254 billion for MTA Metro-North Railroad and MTA Long
Island Rail Road projects included in the 2010-2014 Commuter Capital Program have been committed, $0.074
billion have been expended and no significant dollar value of projects have been completed.

As of December 31, 2010, $0.241 billion of the $5.741 billion for MTA Capital Construction projects included
in the 2010-2014 Capital Program have been committed, no significant amounts have been expended and no
significant dollar value of projects have been completed.

As of December 31, 2010, $0.159 billion of the $2.453 billion for MTA Bridges and Tunnels projects included
in the 2010-2014 MTA Bridges and Tunnels Capital Program have been committed, $0.008 billion have been
expended and no significant dollar value of projects have been completed.

The Approved 2010-2014 Transit Core Program. The following table represents the capital program by
category of work for the Transit System and MTA Staten Island Railway under the Approved 2010-2014 Transit
Core Capital Program.

Approved 2010-2014
Transit Core Program

MTA New York City Transit (in millions)
Subway Cars $ 1,039
Buses 1,766
Passenger Stations 2,287
Track 1,404
Line Equipment 415
Line Structures 536
Signals & Communications 3,192
Power 306
Shops & Yards 395
Depots 538
Service Vehicles 124
Miscellaneous 681
MTA Staten Island Railway 158
Total* $ 12,841

*The total may not add due to rounding.

Among the projects included in the Approved 2010-2014 Transit Core Program are the following:

For rolling stock, the Approved Capital Program includes purchase of 340 replacement railcars for the B
Division and 123 fleet expansion railcars for the A Division to accommodate service growth on the Flushing and
Broadway/7th Avenue lines, including growth to provide service on the “7 West” extension of the Flushing line. The
bus category includes 1,041 standard buses, 674 articulated buses, and 375 express buses for a total of 2,090
vehicles. Also included is the purchase of 943 new paratransit vans to replace vehicles reaching the end of their
service lives. For service vehicles, the Approved Capital Program replaces 10 locomotives, 54 flatcars, 8 snow
removal cars, and 329 non-revenue rubber-tire vehicles.

The Approved Capital Program funds the rehabilitation of 10 stations, the renewals of 29 stations,
provision of ADA accessibility at 8 key stations, replacement of approximately 50 miles of mainline track, and
replacement of 145 mainline switches and 6 track miles of welded rail. Also included is the replacement of 18 miles
of incandescent lighting with brighter, more energy-efficient compact fluorescent lighting in tunnels, two new fan
plants, and rehabilitation of six pump rooms.

The Approved Capital Program’s line structures investments include Phase 1 of subway structural repairs
on the 4™ Avenue line in Brooklyn, repairs on 8.2 route miles of elevated structures, retaining wall and overpass
repairs spanning 6.8 miles, track stabilization on the Franklin Avenue Shuttle, overcoat painting of 18.5 miles of
elevated structures, rehabilitation of 125 emergency exits throughout the subway system, flooding alleviation at 7
locations in Manhattan, and demolishing abandoned structures.

The power category includes full modernization of one IND substation in Brooklyn and initial cable work
at another substation in midtown Manhattan, repair or replacement of deficient roofs and enclosures at 10
substations and hatchways, rehabilitation of 7 circuit breaker houses, replacement of traction power cables and ducts
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on the 4™ Avenue and Lenox Avenue lines, and replacement of emergency alarm units at selected locations. For
shops, investments include the creation of a new sub-shop for rooftop A/C module repair at the 207th St. Overhaul
Shop, an upgrade to the DC power system (also at the 207th St maintenance complex), improvements to the
ventilation system at the East New York Maintenance Shop, and rehabilitation of component defects at various
railcar shops. Investments at yards include replacement of yard track and switches, replacement of yard lighting
fixtures at 2 locations, and installation of closed circuit television systems at various yards.

For signals, the Approved Capital Program’s major improvements feature complete rehabilitation of
conventional signals on the Dyre Avenue line, modernization of 7 interlockings, communication based train control
(“CBTC”) implementation, and system-wide replacement of degraded signal cable and other similar projects. For
communications, the MTA New York City Transit’s major improvements feature implementation of new
technologies and upgrades to existing public address systems to display real-time train arrival information in all B
Division stations, replacement of the subway’s VHF radio system and portable radio units, upgrades to the network
backbone cable infrastructure, improvements to communication rooms, Phase 1 of cutover of existing phone/data
lines onto the new fiber optic (SONET) Network, and correction of interference issues with the new police radio
system.

For depots, major projects include the first phases of work for new Jamaica and 126th St. depots, priority
repairs at 3 depots, replacement of the bus radio system, continuation of the Select Bus Service program, component
replacements for 18 bus washers, and initial deployment of the bus lane enforcement cameras.

For MTA Staten Island Railway, the Approved Capital Program includes construction of a new station at
Arthur Kill, rehabilitation of 8 bridges and 1 culvert, the first phase of the St. George terminal track and switch
modernization, construction of a new substation at Huguenot, installation of low-resistance composite contact rail,
rehabilitation of the 5 circuit breaker houses and modifications to the SIR rail fleet.

The Approved 2010-2014 Commuter Core Program. This investment program supports the commuter rail
agencies’ ongoing commitment to maintaining and enhancing mobility, economic health, and quality of life in the
region. The Approved 2010-2014 Commuter Core Capital Program includes investments in the state of good repair
of its most essential components - rolling stock, stations, track, communications/signals, power, shops and yards,
and bridges/viaducts. In addition, there are select service improvements, including customer benefits like delivery of
real-time train information to all MTA Metro-North Railroad stations east of the Hudson River in New York
territory.

Approved
2010-2014 Commuter

Core Program (in millions)
MTA Long Island Rail Road

Rolling Stock $ 437
Passenger Stations 139
Track 861
Line Structures 189
Communications & Signals 494
Shops & Yards 134
Power 130
Miscellaneous 170

Total* $2,554

* The total may not add due to rounding.
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Approved
2010-2014 Commuter

Core Program (in millions)
MTA Metro-North Railroad

Rolling Stock $ 259
Passenger Stations 304
Track & Structures 335
Communications & Signals 278
Power 103
Shops & Yards 325
Miscellaneous 100

Total* $1,703

*The total may not add due to rounding.

Among the projects included in the Approved 2010-2014 Commuter Core Program are the following:

The rolling stock investment for the MTA Long Island Rail Road electric fleet in the Approved Capital
Program includes the replacement of approximately 84 electric cars, and the evaluation and purchase of new types
of diesel trains to support “scoot-type” service on diesel branches. The MTA Metro-North Railroad investments in
this area include completing car purchase and modernization of existing power, purchase of at least 342 cars for the
New Haven Line, complete replacement of 5 diesel locomotives used for revenue yard operations and recovery of
disabled trains and branch line service.

Station investments for the MTA Long Island Rail Road include improvement of Grand Central Terminal
elevators and escalators to support East Side Access, replacement of station platforms in Massapequa and Wantagh,
replacement of elevators at Woodside and Rockville Centre stations, development of intermodal facilities, and
improvement of air conditioning at Penn Station. The MTA Metro-North Railroad investments in this area include
improvements to customer communications to provide real-time information at East of Hudson stations, continued
component-based renewal work at various stations, and new strategic intermodal facilities. The pilot smart card
program is planned at both Commuter railroad agencies.

For MTA Long Island Rail Road, the ongoing track improvements in the Approved Capital Program
includes continuation of annual system-wide track investments, replacement of deteriorated track structure on the
Atlantic Branch, replacement of track system on the Babylon Branch viaduct, improvement of system-wide right-of-
way, implementation of the first phase of Jamaica infrastructure work to improve capacity, design of a second track
between Farmingdale and Ronkonkoma, and construction of pocket tracks for train storage capacity at Great Neck
and Massapequa. MTA Long Island Rail Road investments in line structures include completion of the Atlantic
Avenue Viaduct rehabilitation (including Nostrand Avenue Station) and rehabilitation or replacement of railroad
bridges at priority locations. For Metro-North Railroad, the track program includes the continuation of cyclical
track program, replacement of track switches system-wide, replacement/repair of approximately 10 undergrade
bridges East of Hudson lines, and continuation of cyclical track program on West of Hudson lines.

MTA Long Island Rail Road’s communications and signal investments include implementation of
legislatively-mandated Positive Train Control, installation of signal system from Speonk to Montauk, replacement of
signal components based on condition system-wide, continual investments to establish Centralized Train Control,
and renewal of the Babylon Interlocking by replacing signal components. MTA Metro-North Railroad’s investments
in communications and signal include full implementation of legislatively-mandated Positive Train Control,
installation of West of Hudson signal improvements on the Port Jervis Line, and replacement of critical components
(fiber, cables, track relays, radios).

In the Approved 2010-2014 Capital Program, MTA Long Island Rail Road’s investments in shops and yards
include building a new Mid-Suffolk Electric Yard for train storage needs on the Main Line in central Suffolk County
and reconfiguration of the Port Washington Yard to expand storage capacity. MTA Metro-North Railroad’s
investments in shops and yards include replacing the Harmon Shop electric repair facility, as well as the repair and
rehabilitation of critical components in shops and yards system-wide. MTA Long Island Rail Road’s power category
includes replacement of traction power substations, construction of one new power substation in Queens to support
ESA operations, and replacement and upgrade of third rail system components. MTA Metro-North Railroad’s power
category includes continuation of power improvements and component replacement on the Harlem and Hudson
Lines and replacement of critical power infrastructure in Mount Vernon.
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For miscellaneous purposes, the Approved 2010-2014 Capital Program includes various program administrative
costs (including program contingency) and environmental remediation.

MTA Bus Program. The primary focus of MTA Bus’ Approved 2010-2014 Capital Program is meeting the
needs of bus fleet and depots, the core of its service. The Approved Program includes purchase of 285 new buses
consisting of: 32 high-capacity express buses, 72 articulated buses and 181 standard buses. MTA Bus will also
make investments to improve service delivery for its riders. The agency plans to begin the process of providing real-
time customer information for its routes. This improvement, along with the improved reliability and comfort that
come with new buses, represent considerable service improvements for MTA Bus customers.

MTA Network Expansion Projects. The Approved 2010-2014 Capital Program includes funding for the
completion of Phase 1 of the Second Avenue Subway, the East Side Access Project, and regional investments to
support the East Side Access Project improvements and to enhance travel quality.

Security Program. In the wake of the September 11, 2001 attacks, the MTA initiated a comprehensive review of
its infrastructure. Security experts defined critical vulnerabilities and better strategies to protect people and
infrastructure. Capital investments included hardening assets and implementing the networks and equipment
necessary to conduct targeted surveillance, control access, stop intrusion and provide command and control systems
to support incident response. MTA began implementing these investments in the 2000-2004 and 2005-2009 Capital
Programs. The Approved 2010-2014 Capital Program continues this commitment.

Interagency Program. The MTA interagency section of the Approved 2010-2014 Capital Program includes
several categories of investment: completion of the MTA-wide integrated system for the business service center
initiative, rehabilitation of a facility to consolidate various inter-agency leaseholds, small business mentoring
program, and planning studies to support MTA’s capital programs.

2010-2014 MTA Bridges and Tunnels Capital Program
The 2010-2014 MTA Bridges and Tunnels Capital Program provides for $2.453 billion in capital commitments,

which is expected to be financed with MTA Bridges and Tunnels bonds. The following table represents the current
scope of the program.

2010-2014 Capital Program

(in millions)

Structures $ 358
Roadways & Decks 1,549
Toll Plazas 116
Utilities 205
Buildings & Sites 13
Miscellaneous 39
Structural Painting 173

Total* $ 2453

*Total may not add due to rounding.
Among the major projects included are the following:

e Brooklyn Battery Tunnel — Rehabilitation of tunnel walls, ceiling and roadway drainage system, as
well as replacement of electrical equipment,
e  Bronx Whitestone Bridge — Replacement of the Queens Approach,

e Henry Hudson Bridge — Replacement of the upper level toll plaza deck, replace the upper level curb
stringers supporting the roadway and sidewalk,

e Queens Midtown Tunnel — Upgrade ventilation building electrical system,

e Robert F. Kennedy Bridge — Replacement of the deck at the Bronx ramps and toll plaza, rehabilitation
of components of Manhattan approach ramps, and Manhattan toll plaza decks repair; and

e  Verrazano-Narrows Bridge — Replacement of upper level suspended span decks and toll plaza
improvements.
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2005-2009 MTA Capital Program

The 2005-2009 Transit and Commuter Core Programs consist mainly of state-of-good-repair, normal
replacement and modernization projects.

Funding. The combined funding sources for the 2005-2009 MTA Capital Programs and the 2005-2009 MTA
Bridges and Tunnels Capital Program included $9.609 billion in Federal funds (includes $0.654 billion received
under the American Recovery and Reinvestment Act (“ARRA”)); $1.450 billion in proceeds from New York State
general obligation bonds approved by the voters in November 2005; $2.533 billion from the City; $1.272 billion in
asset sales, program income and carryover from the 2000-2004 capital program (includes $0.205 billion of carryover
from discontinued LaGuardia Airport Access Project); $9.372 billion in bonds; and $0.108 billion from other
sources. The following table sets forth the expected sources for funding the 2005-2009 MTA Capital Program and
the 2005-2009 MTA Bridges and Tunnels Capital Program.

Program
Amount
Funding Source (in millions)

Federal Formula and Flexible $ 5,207
Federal New Start 3,286
Federal Security 342
Federal — Other 7
Federal ARRA — Stimulus 654
City 405
City No. 7 Subway Line Funds 2,100
MTA Bus Federal and City Match 141
Asset Sales/Program Income/Carryover 1,067
LaGuardia Airport Funded Board Approved Projects 70
LaGuardia Airport Funded New Initiatives 135
New York State Bond Act Proceeds 1,450
MTA Bonds (including MTA Bridges and Tunnels) 4,300
MTA Bonds — New Source* 5,072
Other (including Operating to Capital) 108
Total** $24 344

* New Source revenues included the increase, in 2005, of the (1) District Sales Tax from one-quarter of 1% to three-eighths of
1%, (2) MRT-1 from 25 cents for each $100 of mortgage recorded to 30 cents, and (3) amount of Department of Motor Vehicle
fees included in MTTF distribution

** As of December 31, 2010. The total may not add due to rounding.

As of December 31, 2010, $11.155 billion of the $11.592 billion for MTA New York City Transit, MaBSTOA
and MTA Staten Island Railway projects included in the 2005-2009 Transit Capital Program have been committed,
$8.204 billion have been expended and $5.824 billion of projects have been completed.

As of December 31, 2010, $3.334 billion of the $3.783 billion for MTA Metro-North Railroad and MTA Long
Island Rail Road projects included in the 2005-2009 Commuter Capital Program have been committed, $2.840
billion have been expended and $1.586 billion of projects have been completed.

As of December 31, 2010, $5.493 billion of the $7.404 billion for MTA Capital Construction projects included
in the 2005-2009 Capital Program have been committed, $2.854 billion have been expended and $0.041 billion of
projects have been completed.

As of December 31, 2010, $0.050 billion of the $0.138 billion for MTA Bus Company projects included in the
2005-2009 Capital Program have been committed, $0.012 billion have been expended and no significant dollar
value of projects have been completed.

2005-2009 Transit Core Program. The following table represents the capital program by category of work for
the Transit System and MTA Staten Island Railway under the 2005-2009 Transit Capital Program (does not include
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MTA Network Expansion Projects related to the Transit System). In 2009, the Transit 2005-2009 Capital Program
received $0.479 billion in ARRA funds, which have been applied to the capital program.

2005-2009 Transit
Core Program

(in millions)
MTA New York City Transit
Subway Cars $2,208
Buses 845
Passenger Stations 1,888
Track 1,295
Line Equipment 577
Line Structures 716
Signals & Communications 1,873
Power 505
Shops 38
Yards 326
Depots 441
Service Vehicles 119
Miscellaneous 711
MTA Staten Island Railway 50
Total* $11,592

*As of December 31, 2010. The total may not add due to rounding.
Among the projects included in the 2005-2009 Transit Core Program are the following:

For rolling stock, the 2005-2009 Transit Core Program includes normal replacement of 1,002 B Division cars,
as well as fleet growth for the A Division with the purchase of 23 cars. A total of 1,242 new buses will be ordered,
including 1,043 standard (all using clean fuel technology), 90 articulated and 109 express buses. The overall NYCT
bus fleet plan provides for the steady growth in fleet size and Standard Bus Equivalents (“SBE”) because planned
purchases exceed scheduled retirements in order to provide for fleet growth. In addition, 1,387 new paratransit
vehicles will be purchased.

The 2005-2009 Transit Core Program funds the rehabilitation of 35 stations, normal replacement of
approximately 51 miles of mainline track and 143 mainline switches, as well as installation of 18 track miles of
continuous welded rail, which is expected to significantly lower occurrences of rail breaks and cracks.

For signals and communications, the MTA New York City Transit’s major improvements feature expansion of
new signal technology with the installation of CBTC on the Flushing line, rehabilitation of interlocking on 3 other
lines and completion of signal modernization on the White Plains Road line. Communications system improvements
feature the continued extension of the existing fiber optic network to all passenger stations.

MTA New York City Transit’s line equipment investments include replacing approximately 48 track miles of
tunnel lighting, updating the 30" St. fan plant with a plan to replace three existing units and state of good repair
work at 17 pump rooms. Various line structure repairs and related work are addressed, including 6 route miles of
subway structure, 2 route miles of elevated structure, 14 route miles of painting, and rehabilitation of 135 emergency
exits throughout the subway system. The power category includes modernizing 10 substations, and replacing
substation equipment at various locations. For shops, work includes new cranes at the 207™ Street Overhaul Shop
and rehabilitation of a support shop (38" Street Yard Shop). In yards, a major project is Corona Yard Phase 3. In
addition, the 2005-2009 Transit Core Program will replace approximately 6 miles of yard and non-revenue track,
replace 69 yard switches and address other yard equipment and security needs. Also planned are various safety and
security improvements.

For depots, major projects include improvements to the East New York Depot and reconstruction of the Clara
Hale Depot. Rehabilitation work also is planned at three other depots. Projects are planned to replace bus lifts, roofs,
washers and heavy depot equipment, and secure property for parking needs.

For service vehicles, the Program replaces 212 heavy-duty rubber-tire vehicles, such as heavy-duty trucks and
specialty vehicles, and 22 work trains, such as ballast regulators, diesel-electric locomotives and a track
geometry/rail inspection car.
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In miscellaneous, the Program provides funds to purchase the Tiffany St. Warchouse and to support the
Program’s technical needs, including insurance, engineering, services, scope-development and the MTA
independent engineer. In addition, improvements to employee facilities across the system are funded. Certain
management information systems, such as PBX node sites and servers, will be addressed. Also, MTA New York
City Transit will address various environmental and safety needs, such as asbestos monitoring and removal,
installation of fire alarms at various facilities and environmental remediation.

For MTA Staten Island Railway, the 2005-2009 Transit Core Program includes repair of 6 bridges/thru-spans
and installation of fare collection equipment at the Tompkinsville station.

2005-2009 Commuter Core Program. The following table represents the Capital Program by agency and by
category of work for the Commuter System under the 2005-2009 Commuter Core Program (does not include MTA
Network Expansion Projects related to the Commuter System). In 2009, the Commuter 2005-2009 Capital Program
received $0.175 billion in ARRA funds, $0.103 billion for MTA Long Island Rail Road and $0.072 billion for MTA
Metro-North Railroad, which were or are to be applied to the Capital Program.

2005-2009 Commuter

Core Program (in millions)
MTA Long Island Rail Road

Rolling Stock $ 408
Passenger Stations 125
Track 587
Line Structures 368
Communications & Signals 273
Shops & Yards 162
Power 150
Miscellaneous 221

Total* $ 2293

MTA Metro-North Railroad

Rolling Stock $ 269
Passenger Stations 339
Track & Structures 253
Communications & Signals 81
Shops & Yards 368
Power 69
Miscellaneous 111

Total* $ 1489

* As of December 31, 2010. The total may not add due to rounding.

Among the projects included in the approved 2005-2009 Commuter Core Program are the following:

The rolling stock investment for the MTA Long Island Rail Road electric fleet includes the purchase of 158 new
M-7 electric cars, continuing the normal life cycle replacement of M-1 electric multiple units nearing the end of their
useful lives. The M-7 electric fleet is also being outfitted with door threshold plates to enhance gap safety for
customers entering and exiting the train, and a horn modification to lessen community impacts while maintaining
compliance with FRA requirements. The MTA Metro-North Railroad investments in this area continue the
modernization of the fleet with the continuation of the M-2 overhaul. Also included are the purchase of 100 M-8
electric cars to begin the replacement of the worst-performing cars of New Haven Line’s M-2 fleet (with CDOT),
purchase of 36 M-7 electric cars to complete the replacement and expansion of the M-1 fleet, and purchase and
overhaul of 4 locomotives from New Jersey Transit pursuant to the renegotiated agreement to accommodate the
growing West of Hudson service needs.

Station investments include platform rehabilitations, replacement of stairs, escalators, elevators and overpasses
at locations system-wide and the construction of new, and rehabilitation of existing, parking spaces. MTA Metro-
North Railroad will continue the structural rehabilitation of Grand Central Terminal including the replacement of
current employee facilities, as well as infrastructure and station improvements in the Bronx from Fordham to
Wakefield on the Harlem Line. Also included is MTA Long Island Rail Road’s purchase and installation of up to 87
ticket vending machines for stations throughout the system to expand the number of vending machines already in
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service, as well as elevator replacement/upgrades in Atlantic Terminal and the repair/upgrade of ramps at Forest
Hills. Two new elevators, platform lighting, and station railing at the Flushing-Main Street and Queens Village will
make both stations wheelchair accessible. The Customer Service Office within Penn Station is also being relocated
to facilitate the expansion and renovation of the Ladies Restroom.

The ongoing track program consists of the normal replacement of track components and installation of concrete
ties in selected segments of the right-of-way. For MTA Long Island Rail Road, also included is Phase 1 of design
and construction of grade crossing eliminations and track capacity improvements on the Main Line from Queens
Village to Hicksville. For MTA Metro-North Railroad, the Program includes interlocking/switch replacement
throughout the entire MTA Metro-North Railroad territory in New York State. Investments in line structures consist
of the rehabilitation of bridges and viaducts. For MTA Long Island Rail Road, the Program includes the Atlantic
Avenue viaduct, a bridge painting program, and fire and life safety improvements in the East River Tunnels’
ventilation systems, bench walls, tunnel lining and floodgates. For MTA Metro-North Railroad, the Program
includes work on welfare, storage and other facilities and West of Hudson track improvements.

MTA Long Island Rail Road’s communications investments include the continued expansion of the fiber optic
network and the redesign of the Communications Network Operations Center. MTA Long Island Rail Road’s VHF
radio system will be modernized and audio/visual paging systems will be deployed at 80 additional stations,
providing improved customer communications at stations. MTA Long Island Rail Road will also continue its normal
replacement of deteriorated communications poles system-wide. The signal projects begin the rehabilitation of
several of MTA Long Island Rail Road’s busiest interlockings, invest in signals as far east as Speonk, begin work on
the centralized train control system and continue cyclical normal replacement in an effort to maintain this
infrastructure in a state of good repair. MTA Metro-North Railroad’s investments in communications and signals
replace the aging signal system (wayside and operations control center) with the latest technology and provide for
the optimization of train capacity at locations system-wide.

MTA Long Island Rail Road’s investments in shops and yards include the replacement of rolling stock support
equipment, infrastructure improvements to accommodate maintenance and repair of the new electric and diesel
fleets, soil remediation at Long Island City yard, and reconfiguration of Babylon yard to increase lay-up storage
capacity. The shops and yards investments for MTA Metro-North Railroad include upgrades to facilities to
accommodate additions to the rolling stock fleet and support for the reliability centered maintenance philosophy.
Also, additional funds were transferred to fund the ongoing Croton-Harmon Shop Master Plan.

The power category includes the replacement and upgrade of the systems necessary to support the movement of
electric trains. Power investments maintain the condition of existing assets and increase traction power capacity
system-wide.

For miscellaneous purposes, the plan includes various program administrative costs, including program
contingency. Also included for MTA Long Island Rail Road is environmental remediation at 20 electric substations,
Yaphank landfill, and Long Island City car wash, Richmond Hill, Holban Yard, Morris Park and various other
locations system-wide.

MTA Bus Program. As part of the transition of the private bus operations from the City to MTA, the City and
MTA agreed to a reallocation of Federal urbanized formula funds that the City had received for the benefit of the
private bus companies. This reallocation provided $138.2 million and is comprised of $110.6 million in Federal
funds and $27.6 million in City and State matching funds. Pursuant to a supplemental agreement with the City,
MTA Bus also received $6.3 million towards environmental remediation. The funding will support investments to
bring bus maintenance facilities up to a state of good repair, thereby ensuring efficient and economical maintenance
practices, as well as improving employee safety at the facilities. In addition, the need to replace heavy-duty, non-
revenue vehicles will be addressed.

MTA Network Expansion Projects. MTA Capital Construction’s 2005-2009 Capital Program includes the start
of construction of the following major projects: East Side Access, the Second Avenue Subway and the No. 7 subway
line extension.

In 2009, the Capital Program Review Board approved the addition of $0.267 billion to East Side Access’
approved 2005-2009 budget of $2.405 billion. This was in addition to the $1.255 billion already approved by the
Board reflecting the addition of a Federal Full Funding Grant Agreement (“FFGA”) for this project. The Board also
approved the addition of $0.764 billion to the Second Avenue Subway project’s approved budget of $1.150 billion,
reflecting the approval of a signed FFGA for such sum for this project. With these additions, the total CPRB-
approved budget in the 2005-2009 MTA Capital Program for expansion projects is $4.725 billion. The No. 7
subway line extension project, estimated at $2.19 billion, is to be 100% funded by the City.
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Security Program. In the wake of the September 11, 2001 terrorist attacks on the World Trade Center, MTA
initiated an intense planning effort to determine how to best protect its customers and key assets from a terrorist
incident. In late 2001, experts in this field defined critical vulnerabilities and determined appropriate protective or
response strategies. The result of these efforts was the implementation of a multi-faceted plan. This plan included
developing immediate near-term operating initiatives to protect vulnerable locations, developing a set of mid-term
protective measures that included both operating and smaller-scale capital initiatives to protect vulnerable assets and
enhance response capabilities; and finally, identifying 57 longer-term large-scale capital investments to harden
vulnerable assets and implement the networks and equipment necessary to conduct targeted surveillance, control
access, stop intrusion and provide the command and control systems to support incident response.

The 2005-2009 MTA Capital Program includes an allocation of $0.495 billion to fund priority security
initiatives. MTA expects to secure funding from the Federal Department of Homeland Security and other Federal
sources to help support these critical projects.

Interagency Program. The MTA Interagency Program is made up of five initiatives: Mentoring Program for
$0.005 billion; Customer Service Projects for $0.046 billion; MTA Police Department capital investments for
$0.068 billion; an MTA-wide integrated computer systems initiative for $0.045 billion; and the re-established
Planning category for $0.042 billion to continue Board approved investments initiated in the 2000-2004 Capital
Program.

2005-2009 MTA Bridges and Tunnels Capital Program

The 2005-2009 MTA Bridges and Tunnels Capital Program, provides for $1.221 billion in capital
commitments, which is expected to be financed with MTA Bridges and Tunnels pay-as-you-go capital and MTA
Bridges and Tunnels bonds. The following table represents the current scope of the 2005-2009 MTA Bridge and
Tunnels Capital Program.

2005-2009
Capital Program
Category of Project (in millions)
Structures $ 231
Roadways & Decks 777
Toll Plazas 33
Utilities 26
Buildings & Sites 126
Miscellaneous 27
Total* $1,221

*Total may not add due to rounding

Among the major projects included are the following:

e Robert F. Kennedy Bridge rehabilitation program — deck replacement at Randall’s Island and construction
of new ramps,

e  Bronx-Whitestone Bridge — replacement of the elevated and on-grade Bronx approach,

e  Verrazano-Narrows Bridge —rehabilitation of decks on lower level approaches and Lily Pond Avenue
Bridge and structural steel repairs,

e  Henry Hudson Bridge — replacement of lower level deck,

e Throgs Neck Bridge — rehabilitation of the suspended span steel and replacement of Queens approach
concrete deck,

e Cross-Bay Bridge — deck and superstructure rehabilitation, and

e  Marine Parkway-Gil Hodges Memorial Bridge — structural steel repairs.

As of December 31, 2010, $1.100 billion of the $1.221 billion for MTA Bridges and Tunnels projects included

in the 2005-2009 MTA Bridges and Tunnels Capital Program have been committed, $0.902 billion have been
expended and $0.350 billion of projects have been completed.
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1992-2004 Transit Capital Program Objectives

Highlights of the investments funded in the 1992-2004 Transit Capital Program include the purchase or
remanufacture of 3,637 buses, rehabilitation and upgrade of 87 subway stations and three subway station complexes,
including the addition of elevators and escalators at several of these stations to make them accessible for the elderly
and disabled; construction of a Rail Control Center; modernization of signal systems on four subway lines and the
Williamsburg Bridge; development of communications-based train control; construction of two bus maintenance
facilities; and the completion of the 63rd Street connector project designed to significantly relieve overcrowding on
the Queens Boulevard line. The 1992-2004 Transit Capital Program also includes investments to modernize
Transit’s electrical power system, reconstruct the Franklin Avenue shuttle, reconstruct a section of the Lenox
Avenue Line, and replace signals on the Staten Island Railway.

The projects included in the 1992-1999 Transit Capital Programs have been substantially completed. As of
December 31, 2010, $10.380 billion of the $10.449 billion for MTA New York City Transit, MaBSTOA and MTA
Staten Island Railway projects included in the 2000-2004 Transit Capital Program have been committed, $10.132
billion have been expended and $9.569 billion of projects have been completed.

1992-2004 Commuter Capital Program Objectives

Highlights of key investments funded under the 1992-2004 Commuter Capital Program for MTA Long Island
Rail Road include replacement of MTA Long Island Rail Road’s diesel fleet of coaches and locomotives, the
purchase of electric cars to replace a portion of its electric fleet, conversion of diesel territory station platforms to
high level platforms, extension of platform 11 at Penn Station, start of preliminary engineering for the Network
Expansion project East Side Access, and rehabilitation of stations system-wide. MTA Metro-North Railroad’s key
investments include the purchase of diesel coaches and dual-mode locomotives for replacement of a portion of its
electric fleet, extensive infrastructure renovations at Grand Central Terminal, station and platform improvements,
installation of concrete ties, construction of a third track on the Mid-Harlem line, and the extension of service from
Dover Plains to Wassaic.

The projects included in the 1992-1999 Commuter Capital Program have been substantially completed. As of
December 31, 2010, $3.980 billion for Commuter System projects of the $3.987 billion of projects included in the
2000-2004 Commuter Capital Program have been committed, $3.950 billion have been expended and $3.698 billion
of projects have been completed.

1992-2004 MTA Bridges and Tunnels Capital Programs

Highlights of key investments funded under MTA Bridges and Tunnels’ 1992-2004 capital programs include
rehabilitation of approaches, roadways and decks at the Bronx-Whitestone Bridge, the Robert F. Kennedy Bridge,
the Throgs Neck Bridge, the Verrazano-Narrows Bridge and the Marine Parkway-Gil Hodges Memorial Bridge and
rehabilitation of roadways and drainage systems at the Henry Hudson Bridge; rehabilitation of the Randall’s Island
Junction Structure, the Harlem River lift span, anchorages and suspension cables at the Robert F. Kennedy Bridge
and walls and ceilings at the Queens Midtown Tunnel; rehabilitation and upgrading of air conditioning at toll booths
at all facilities, rehabilitation of fan housing at the Brooklyn-Battery Tunnel and rehabilitation of bridge electrical
substations and power feeders at the Throgs Neck Bridge; expansion of the service building at the Bronx-Whitestone
Bridge, structural rehabilitation and repairs at the ventilation building and overpasses of the Queens Midtown
Tunnel; and rehabilitation of toll plazas, including electronic toll collection systems.

The projects included in the 1992-1999 MTA Bridges and Tunnels Capital Program have been substantially
completed. As of December 31, 2010, $0.970 billion for MTA Bridges and Tunnels projects of the $0.982 billion of
projects included in the 2000-2004 MTA Bridges and Tunnels Capital Program have been committed, $0.932 billion
have been expended and $0.909 billion of projects have been completed.

Oversight and Review of Administration of Capital Programs

A committee on capital program oversight was established within MTA that consists of at least three Members
of MTA. The committee monitors various capital program actions and activities, including

e current and future funding availability,
e contract awards,

e program expenditures, and
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e timely progress of projects within the programs.

The legislation establishing the committee also requires MTA to submit a five-year strategic operations plan to
the Governor and to amend such plan at least annually. Such plan must include, among other things, planned service
and performance standards and the projected fare levels for each year covered by the plan and an analysis of the
relationship between planned capital elements and the achievement of planned service and performance standards.
MTA communicates with the State officials responsible for monitoring the strategic operations plan in order to keep
them informed of such matters.

Non-Capital Program Projects

2 Broadway. MTA (on behalf of MTA Long Island Rail Road and MTA Metro-North Railroad), MTA New
York City Transit and MTA Bridges and Tunnels each authorized and subsequently entered into lease and related
agreements whereby as sublessees they rent, for at least an initial stated term until June 30, 2048, an aggregate of
approximately 1.6 million rentable square feet of space at 2 Broadway in lower Manhattan. MTA New York City
Transit, MTA Bridges and Tunnels and/or MTA occupy substantially all of 2 Broadway. See “PUBLIC DEBT
SECURITIES AND OTHER FINANCIAL INSTRUMENTS — Non-Capital Program Securities — 2 Broadway
Certificates of Participation” for a description of the source of funding certain improvements to 2 Broadway.

West Side Development. MTA owns the land in Manhattan generally bounded by West 30" Street on the south,
West 33" Street on the north, 10™ Avenue on the east and 12" Avenue on the west (and including rights to operate
under 11™ Avenue), on which MTA Long Island Rail Road operates its layup and maintenance yard (the “West Side
Yard”) for trains not in service pending travel from Penn Station, its Manhattan hub. The Eastern Rail Yard
(“ERY”) portion of the West Side Yard, located between 10" and 11™ Avenues, was rezoned by the City in 2005
and the Western Rail Yard (“WRY”) portion of the West Side Yard, located between 11" and 12™ Avenues, was
rezoned by the City in December, 2009. The new zoning on these sites permits extensive mixed-use development.
On September 28, 2006, the MTA Board authorized the execution of, and the MTA thereafter entered into, a
memorandum of understanding with the City (the “Rail Yards MOU”) with respect to the development of the West
Side Yard and the sale of certain transferable development rights (“TDRs”) on the ERY created by the 2005
rezoning of the ERY by the City. The Rail Yards MOU provides, among other things, that the Hudson Yards
Infrastructure Corporation (“HYIC”) will advance to MTA $0.200 billion, which will be repaid to HYIC through the
sale of ERY TDRs. Hudson Yards Development Corporation (“HYDC”) has the authority to market and negotiate
the price and payment terms for all of the ERY TDRs, subject to the terms and conditions set forth in the Rail Yards
MOU. Pursuant to the Rail Yards MOU, once the HYIC has realized from the TDRs sales its original $0.200 billion
plus interest, all remaining proceeds from the sale of the TDRs will be paid to MTA. MTA retains all on-site
development rights on the ERY. MTA has received the $0.200 billion payment from the City.

In July of 2007, pursuant to the Rail Yards MOU, MTA issued two separate Requests for Proposals for the sale
of and/or long term leasing of air space and related real property interests for development at the ERY and the
WRY, respectively. In May 2008, MTA executed Conditional Designation Letters with the joint venture of The
Related Companies L.P. and Goldman Sachs Group Inc. The MTA was advised in late January 2010 that Goldman
Sachs Group Inc. no longer intends to remain a joint venture partner with The Related Companies, L.P. for these
development projects, while The Related Companies, L.P. remains committed to proceeding with the developments.

At its meeting on April 28, 2010, the MTA Board adopted environmental findings with respect to the
development of the WRY and authorized the execution of contracts and related transaction documents with The
Related Companies, L.P. and its affiliates to implement the proposed ERY and WRY developments, including the
disposition of property interests therein. On May 26, 2010, MTA entered into agreements to enter into leases for the
WRY and ERY, respectively, with a joint venture of The Related Companies L.P. and its new joint venture partner,
Oxford Properties Group, Inc., a subsidiary of the Ontario Municipal Employees Retirement System. The joint
venture is obligated to close on the lease of the ERY within 90 days of notice from MTA that three economic
indicators, tied to the availability of commercial office space, construction activity and average price of residential
condos, have been simultaneously triggered. The joint venture is obligated to close on the lease of the WRY within
one year after the ERY closing. If both transactions close, it is estimated that the leases and related purchase options
would provide a net present value of approximately $1.00 billion to support the 2005-2009 MTA Capital Program.
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FUTURE CAPITAL NEEDS

MTA periodically updates its 20-year capital needs assessment which revisits its asset inventory, assesses the
conditions of those assets and identifies the long-term investment schedules required to maintain a state of good
repair. Long-term investments that improve and expand the system to meet operating goals and strategies are also
identified. This long-term plan provides the basis for sizing and configuring the successive five-year capital plans
and establishes the rationale for the funding levels that are requested to support the program.

No assurances can be given that MTA will be able to identify sufficient sources to fully pay for current and
those future capital needs or that, if identified; those funding sources will be received. Some of the prospective
funding sources, such as Federal, City and State funds, are not within the control of MTA and the receipt of such
funding is contingent, among other things, upon the ability and willingness of such entities to provide such funding.
If MTA does not receive sufficient moneys to fund current and future capital needs, the improvements to the Transit
System’s and MTA Staten Island Railway’s, the Commuter System’s, the MTA Bus Company’s, and MTA Bridges
and Tunnels’ state of good repair achieved through implementation of previous capital programs could erode.

INVESTMENT POLICY

MTA'’s Treasury Division is responsible for the investment management of the funds of the Related Entities.
The investment activity covers all operating and capital funds, including bond proceeds, and the activity is governed
by State statutes, bond resolutions and the Board-adopted investment guidelines (the “Investment Guidelines”). The
MTA Act currently permits the Related Entities to invest in the following general types of obligations:

obligations of the State or the United States Government;

obligations the principal and interest of which are guaranteed by the State or the United States government;
obligations issued or guaranteed by certain Federal agencies;

repurchase agreements fully collateralized by the obligations of the foregoing United States Government
and Federal agencies;

certain certificates of deposit of banks or trust companies in the State;

certain banker’s acceptances with a maturity of 90 days or less;

certain commercial paper;

certain municipal obligations; and

certain mutual funds up to $10 million in the aggregate.

Investment obligations and collateral are held by one of MTA’s custodians or trustees.
As of December 31, 2